Cornell  University 
Library 


The  original  of  this  book  is  in 
the  Cornell  University  Library. 

There  are  no  known  copyright  restrictions  in 
the  United  States  on  the  use  of  the  text. 


http://www.archive.org/details/cu31924090247127 


CORNELL  UNIVERSITY  LIBRARY 


3 1924 090  247  127 


ROYAL    COMMISSION    ON    INDIAN    FINANCE    AND 

CURRENCY. 


MINUTES     OF     EVIDENCE 


TAKKN    BEFORP:    THE 


ROYAL    COMMISSION 


i)N 


INDIAN     FINANCE    AND 

CURRENCY. 


VOLUME   I 


^rescnteii  to  boti)  ^an&&  of  ^aiiiament  bp  Command!  of  Ijis  i^ajesitp. 


LONDON: 

PRINTED  UNDER  THE  AUTHORITY   OF  HIS  MAJESTY'S  STATIONERY  OFFICE 

By   eyre  and   SPOTTISWOODE,  Ltd.,  East  Harding  Street,  E.G., 

PRINTEUS   TO   THE    KING'S    MOST    EXCELLENT    MAJESTY. 


To  be  purchased,  either  directly  or'  tluough  any  Bookseller,  from 

WYMAN  \ND  SONS,  Ltd.,  29,  Breams  Buildings,  Fetter  Lane,  E.G.,  and 

98   Abingdon  Street,  S.W.,  and  54,  St.  Mary  Street,  Cardiff;  or 

HM   STATIONERY  OFFICE  (Scottish  Branch),  2.^,  Forth  Screet,  Edinp.t^rgh  :  or 

E.  PONSONBY,  Ltd.,  liC,  Grafton  Street,  Dublin  ; 

or  from  the  Agencies  in  the  British  Colonies  and  Dependencies, 

the  United  States  of  America,  the  Continent  of  Europe  and  Alirn.i,]  ,.i 

T   FISHER  UNWTN,  London,  W.C. 


GOVERNMENT     PUBLICATIONS. 


1.  Government    Publications  (with  the  exceptions   mentioned   in  pai-agraphs    2    to    6)  can   be  bought 

either  directly  or  through  any  bookseller,  from— 

Wyman  and  Sons.  Ltd.,  29,  Breams  Bmldiiigs-,  FetterLane,  London,  E.G.,  and  54,  St.  Mary  Street,  Cardiff;  or 

H.M.  Stationery  Office  (Scottish  Branch),  23,  Foith  Street,  Edinburgh;  or 

E.  PoNsoNBT,  Ltd.,  116,  Grafton  Sti-eet,  Dublin; 

or  from  the  Agencies  in  the  British  Colonies  and  Dependencies,  the  United  States  of  America, 

the  Continent  of  Europe  and  Abroad  of 

T.  TisHBE  Ln-win,  London,  W.O. 

Booksellers,  and  the  accredited  Agents  of  Eree  Public  Libi-aries,  are  entitled  to  a,  discount  of  25  per 
cent,  from  published  prices. 

2.  Hydrographical  Publications  of  the  Admiralty  are  sold  by— 

J.  D.  Potter,  145,  Minories,  London,  B.C. 

3.  Patent  Office  Publications  are  sold  at — 

The  Patent  Office,  25,  Southampton  Buildings,  Chancery  Lane,  .London,  W.C. 
(N.B. Classified  Abridgments  of  Patent  Specifications  are  sold  also  by  Wyman  and  Sons,  Ltd.) 

4.  Ordnance  Survey  and   Geological  Survey  Publications  can  be  pm-chased  from — 

The  Director  General  of  the  Ordnance  Sui-vey,  Southampton ;  or 
llie  Superintendent,  Ordnance  Sm-vey,  Dublin ;  or 
Agents  in  most  of  the  chief  towns  in  the  United  Kingdom. 
(N.B. Small  Scale  Maps  ai-e,  as  a  rule,  procurable  at  Railway  Bookstalls  in  England  and  Wales.) 

5.  The   Journal    of   the    Board  of  Agriculture   is  published  monthly  by  the  Board,  at  4,  Whitehall 

Place,  London,  S.W.     Price  4<i. 

6.  The  Iiondou  Gazette  is  published  on  Tuesday  and  Friday  evenings  by — 

Wyman  and  Sons,  Ltd.     Price  1». 

•Che  following  is  a  list  of  some  of  the  more  important  Parliamentary  and  Official  Publications  recently  iasued  :i— 


Debates  of  the  House  of  Lords  and  Hotjse  of 
Commons  in  daily  parts  Sd.  each,  or  in  bound  volumes 
at  varying  prices. 

Statutes— 

Public  General  Acts,  Locc/il  and  Pertonal  Acts,  1913. 

In  separate  Acts,  at  varying  prices. 
Public  General,  Session  1912-13.  With  Index,  Tables, 

&c.     3s. 
Index  to  Local  and  Personal  Actt,  1801-1899.         10s. 

Subsequent  years  may  be  purchased  sepai-ately. 
Second  Revised  Edition.   1235-1900.    Vols.  I.  to  XX. 

7s.  6d.  each. 
Statutes  in  Force.     Chronological  Table  and  Index  of. 
28th  Edition.     To  the  end  of  the  Session  2  and  3 
Geo.  V.  (1912-3).     2  vols.  10s.  6d. 

Interregnum,  1642-1660.  Acts  and  Ordinances  of  the. 
In  3  vols,  (not  sold  separately).  30». 

Acts  of  the  Parliaments  of  Scotlcmd,  1424  to  1707: 
Revised  Edition.  10s. 

Statutory  Rules  and  Orders  other  than  those  of  a 
Local,  Personal,  or  Temporaiy  Character.  With 
a  liist  of  Statutory  Orders  of  a  Local  Character 
arranged  in  classes ;  an  Appendix  of  oeitain  Orders 
in  Council,  &c. ;  and  an  Index.  Issued  in  1890  to 
1912.  10s.  each. 

Statutory  Rules  and  Orders  revised.  Statutoiy  Rules 
and  Orders,  other  than  those  of  a  Local,  Personal, 
or.  Temporary  Character,  in  force  on  December  31, 
1903.     Vols.  I.  to  Xni.  10s.  each. 

Statutory  Rides  and  Orders  in  force  on  Slst  Decem- 
ber, 1912.     Index  to.  lOs. 
HisTOKlCAii    MANrscRlPTS.      Reports   of   the   Royal 

Commissioners.     In  course  of  issue. 

Statistical  Abstract  for  the  Colonies  from  1897 

TO  1911.     [Cd.  6533.]  Is.  lOd. 

Do.       EoRBiGN     Countries,    1900    to    1910-11. 

rCd.'6698."l  28. 

Do      Bkiti'sh  Empire,  1897-1911.  [Cd.  6622.]  Is.  3d. 

Do      British  India,  1901-2  to  1910-11.     [Cd.  6637.] 

Is.  3d. 
Tuberculosis  Committee.     Final  Report  and  Appen- 
dix.    [Cd,  6641,  6654.]  Is.  lOd. 
Tuberculosis,  Human  and  Animal.    Royal  Com- 
mission.   Report  on  Tuberculin  Tests.     [Cd.  6796.] 

Ss.  Id. 
Tropical   Diseases  Research   Fund.     Report  of 
Advisory  Committee,  1912.     [Cd.  6669.]  2s.  U. 

Night  Employment  in  Factories  of  Male  Young 
Persons  Committee.  Report,  Evidence,  &c.  [Cd. 
6503,  6T11.]  2s.  Hd. 

Coal  Mikes.  Provision  for  Washing  and  Dry- 
ing Accommodation  in.  Report  of  Committee. 
[Cd.  6724.]  Is.  8d. 

Imports  and  Exports  at  Prices  of  1900.  Tables, 
v.'ith  Memorandum.     [Cd.  678i;.]  'i^d. 

Primary  Educatio.n  Ireland,  Committee.  First 
Report,  Evidence,  uiid  Appendices.  [Cd.  6828, 
6829.]  1«-  10|d. 

Reformatory  and  Industrial  Schools  Committee. 
Report.     [Cd.  6838.]  Is. 

s    (..v)i'J0i;7 


Boats  and  Davits  Committee.     Report  (with  plans). 

,   [Cd.  6846.]  28.  hd. 

Factories  and  Workshops.  Report.  1912.  [Cd. 
6852.J  28.  5d. 

National  Insurance  Committee.  Report,  with 
Evidence,  &o.  on  the  Supply  of  Medicines  to  Insured 
Persons.     [Cd.  6853,  6854.]  Is.  &^d. 

Scottish  Land  Court;  First  Report.  April-Dec. 
1912.       [Cd.  6864.]  Is.  2d. 

East  India.  State  Technical  Scholarships 
Report  of  Committee,  with  Appendices.    [Cd.  6867.] 

Is,  5d. 

Canada.     Report  on  Trade.     1912.     [Cd.  6870.]     3d. 

Rural  Education  Conference.  Manual  Processes 
of  Agriculture.     8th  Report.     [Cd.  6871.]  3d. 

Trade  Boards  Act,  1909.  Memoranda  in  reference 
to  the  Working  of.     H.C.  134.  3d. 

Finance  Accounts  of  the  United  Kingdom 
1912-13.    H.C.  173.  5id. 

Self-Govbrning  Dominions.  Report  of  the  Colonial 
Office,  1912-13.     [Cd.  6863.]  Ig.  5d. 

Bounties  and  Subsidies  in  respect  of  Ship- 
building, &c.,  IN  Foreign  Countries.    [Cd.  6899.] 

5d. 

National  Insurance  (Health).  Report  for  1912-13 
[Cd.  6907.]  2s.  9d. 

Infant  and  Child  Mortality.  Report  by  the 
Medical  Officer  of  the  Local  Government  Board. 
[Cd.  6909.]  2s. 

Irish  Milk  Supply.  Vice-Rbgal  Commission. 
Second  Report,  with  Evidence  and  Appendices. 
[Cd.  6936,  6937.]  3s.  O^d. 

Sewage  Disposal.  Royal  Commission.  Appendix 
to  Eighth  Report.     [Cd.  6943.]  2g.  9d. 

Industrial  Agreements  Inquiry.  Report  of  Indus- 
trial Council,  with  Evidence  and  Appendices.  [Cd 
6952,  6953.]  5s.  e^d. 

Cost  of  Living  of  the  Working  Classes.    Report 
on  Rents,  Retail  Prices,  and  Rates  of  Wages.     fOd 
6f»55.]  4s.  lid! 

National  Insurance  (Unemployment).  First  Re- 
port, with  Appendices.     [Cd.  6965.]  Qd. 

Poor  Law  Orders  Committee.  First  Report.  [Cd 
6968.]  9d'. 

Trade  of  the  United  Kingdom.  Annual  Statement 
for  1912.    Vol.  II.     [Cd.  6970.]  4g.  i^. 

Union  of  South  Africa.    Report  on  Ti-ade  for  1912. 


[Cd.  7023.] 
New  Zealand. 

7030.] 
Motor  Traffic 


Report   on   Trade  for  1912. 
Committee.      Report.     H.C. 


6d. 

[Cd. 

3d. 

278. 

^d. 

SXilitary : — 

Army  Review,    Vol.  V.     No.  1.     July  1913.      is. 

Chemists  of  the  Research  Department.    Rules 

and  Regulations  specially  relating  to.  Xd 

Equipment.  Infantry.  Pattern  1908  Web.  1913.  2d 


ROYAL  COMMISSION  ON  INDIAiN  FINANCE  AND  CURRENCr, 


MINUTES    OF    EVIDEJSTCE 


TAKEN   BEFORE   THE 


KOYAL   COMMISSION 


ON 


INDIAN    FINANCE    AND 
CURRENCY. 


Volume  I. 


IPresenteH  to  fiotl^  ^omt&  of  ilarliament  fts  Comtnanti  of  fil^i»  iWaiests. 


LONDON: 

PRINTED   UNDER  THE   AUTHORITY   OF   HIS   MAJESTY'S   STATIONERY   OFFICE 

By  EYRE  and  SPOTTISWOODE,  Ltd.,  East  Harding  Street,  E.G., 

PRINTERS    TO    THE    KING's    MOST    EXCELLENT    MAJESTY. 


To  be  purchased,  either  directly  or  through  any  Bookseller,  from 

WYMAN  AND  SONS,  Ltd.,  29,  Breams  Buildings,  Fetter  Lanh,  E.G.,  and 

28,  Abingdon  Street,  S.W.,  and  54,  St.  Mary  Street,  Gardiff  ;  or 

H.M.  STATIONERY  OFB'ICE  (Scottish  Branch),  23,  Forth  Street,  Edinburgh  ;  or 

E.  PONSONBY,  Ltd.,  116,  Grafton  Street,  Dublin  ; 

or  from  the  Agencies  in  the  British  Colonies  and  Dependencies, 

the  United  States  of  America,  the  Continent  of  Europe  and  Abroad  of 

T.  FISHER  UN  WIN,  London,  W.C. 


[Cd.  7069.] 


1913. 

Price  2s.  lOd. 


ROYAL   COMMISSION    ON    INDIAN    FINANCE   AND   CURRENCY:    LIST   OF   WITNESSES. 


LIST    OF   WITNESSES    EXAMINED. 


1.  May  27t]i,  29th,  June 

5th,  6th. 

2.  June  12th  - 

3.  June  13th 

4.  June  13th 

5.  June  20th  - 

6.  June  26th  - 

7.  June  26th  - 


8.  June  26th  - 

9.  June  27th  - 

10.  June  27th  - 

11.  July  3rd     - 

12.  July3rd-4th      - 

13.  July  10th  - 

14.  July   10th,   11th,  and 

17th. 

15.  July  17th-18th 

16.  July  24th  - 

17.  July  25th  - 

18.  July  3l8t   - 


19.  July  Slat  - 

20.  August  1st 

21.  August  6th 


22.  August  6th 


Mr.  LiOMBL  Abrahams,  C.B.,  Assistant  Under  Secretary  of  State  for 

India. 
Mr.  Feancis  Welles  Nbwmaech,  Financial  Secretary  at  the  India 

Ofllce. 
Mr.  Waltbe  Badock,  C.S.I.,  Accountant  General  at  the  India  Office  - 
Mr.  HoBACE  H.  Scott,  Broker  to  the  Secretary  of  State  in  Council     - 
Sir  Daniel  Mackinnon  Hamilton,  nominated  by  the  Bengal  Chamber 

of  Commerce.     Indian  landowner. 
Mr.  J.  A.  TooMEY,  Manager  of  the  National  Bank  of  India,  Limited    - 
Mr.  T.  Fkasbe,  Manager  of  the  Chartered  Bank  of  India,  Australia 

and  China.     Nominated  as  their  representatives  by  the  Exchange 

Banks  doing  business  in  India, 
Mr.  O.  T.  Babeow,  C.S.I.,  formerly  Comptroller  and  Auditor  General 

in  India  (1906-1910),  retired.     Witness  on  behalf  of  the  Government 

of  India. 
Mr.  Alfeed   Clayton   Cole,   Governor  of  the  Bank  of   England 

1911-1913. 
Mr.  Haeey  Maeshall  Boss,  retired  Calcutta  Export  Merchant,  late 

Honorary  Secretary,  Central  Committee,  Indian  Currency  Association. 

Nominated  by  the  Bengal  Chamber  of  Commerce. 
Sir  Alexandee  McBobbet,  Indian  WooUen  Manufacturer,  a  former 

President  of  the  Upper  India  Chamber  of  Commerce,  and  a  former 

Member    of    the  Legislative    Council    of    the    United    Provinces. 

Nominated  by  the  United  Provinces  Government. 
Mr.  Bhttpendea  Nath  Mitea,  C.I.E.,  Assistant  Secretary  to  the 

Government  of  India  in  the  Finance  Department.     Witness   on 

behalf  of  the  Government  of  India. 
Mr.   Jambs  N.   Geaham,  nominated  by  the  Bombay  Chamber  of 

Commerce. 
The  Hon.  Montagu  de  P.  Webb,  C.I.E.,  Chairman  of  the  Karachi 

Chamber  of  Commerce. 
Mr.  William  Beenaed  Huntee,  Secretary  and   Treasurer  of  the 

Bank  of  Madras,  and  Chairman  of  the  Madras  Chamber  of  Commerce. 
Mr.  Ceaeles  Campbell  McLbod,  nominated  by  the  Bengal  Chamber 

of  Commerce  and  the  East  India  Section  of  the  London  Chamber  of 

Commerce. 
Mr.  Maeshall  F.  Reid,  C.I.E.,  Merchant,  Member  of  the  Legislative 

OonncU,  Bombay. 
Mr.   Le  Maechant,  a  former  Member  of  the  Indian  Council  and 

a  former  Chairman  of  its  Finance  Committee.     A  Member  of  the 

Indian  Oiurenoy  Committee  of  1898. 
Mr.  L.  G.  Dunbae,  Secretary  and  Treasiirer  of  the  Bank  of  Bengal 
Mr.  H.  F.  HowAED,  CLE.,  I.O.S.,  Collector  of  Ctistoms,  Calcutta. 

Witness  on  behalf  of  the  Government  of  India. 
Mr.  Thomas  Smith,  nominated  by  the  Government  of  the  United 

Pi'ovinces  for  his  knowledge  of  the  Currency  and  Banking  problems 

of  North  India. 
Mr.  M.  R.  SuNDAEA  Iyee,  Secretary  to  the  Economic  Association, 

Madras.     Nominated  by  the  Madras  Government. 


156 
168 

182 

193 

217 
220 
264 

287 

296 
308 


319 
328 

341 


353 


/? 


/       -"-f- 


0    (6JI906T 


MINUTES  OF  EVIDENCE 
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OK 

INDIAN  FINANCE  AND  CUREENCT. 


FIRST    DAY. 


At  the  India  Office,  Whitehall,  S.W. 


Tuesday,  27th  May  1913. 


PbESBNT  : 

The  Right  Hon.  AUSTEN  CHAMBERLAIN,  M.P.  (Chairman). 


Lord  Eaber. 

Lord  KiLBEACKEN,    Gr.O.B. 

Sir  Robert  Chalmers,  K.C.B. 

Sir  Ernest  Cable. 

Sir  Shapueji  Bxtrjoeji  Broacha. 


Sir  James  Begbie. 

Mr.  Robert  Woodbtjrn  Gillan,  O.S.I. 
Mr.  Henry  Neville  Gladstone. 
Mr.  John  Matnard  Keynes. 

Mr.  Basil  P.  Blaokbtt  (Secretary). 


Me.  Lionel  Abrahams,  C.B.,  called  and  examined. 


1.  (Chairman.)  Ton  are  Assistant  Under-Secretary 
of  State  for  Lidia  ?— Yes. 

2.  Will  you  please  teU  me  what  your  official  ex- 
perience has  been  ? — ^I  entered  the  India  Office  in  1893, 
and  joined  the  Financial  Department  in  1894.  In 
1898  to  1899  I  was  the  Assistant  Secretary  of  the 
HerscheU  Committee ;  I  mention  that  because  that 
was  when  I  became  specially  connected  with  the 
currency  question.  Then  in  1902  I  was  made  Financial 
Secretary,  and  held  that  post,  until  1911,  in  which 
period,  of  course,  I  had  a  great  deal  to  do  with  these 
financial  and  currency  questions.  In  1911  I  was 
moved  to  my  present  post,  in  which  in  a  somewhat 
undefijied  way  I  lend  a  hand  in  dealing  with  financial 
questions ;  so  that  my  financial  experience  goes 
from  1894  until  now  in  various  capacities. 

3.  I  understand  that  you  are  prepared  to  give 
evidence  as  to  the  practice  and  policy  in  financial 
matters  of  the  India  Office  ?— Yes. 

4.  And  especially  under  the  first  three  heads  of  the 
Commission's  Reference ;  that  is  to  say,  the  location 
and  management  of  the  general  balances  of  the 
Government  of  India  ;  the  sale  of  exchange  bills  and 
transfers  ;  and  the  methods  adopted  since  1899  for  the 
maintenance  of  the  exchange  value  of  the  rupee,  with 
particular  reference  to  the  gold  standard  and  paper 
currency  reserves  ? — I  have  handed  in,  and  no  doubt 
you  have  read,  a  note  on  the  balances,  which  also  deals 
with  the  sale  of  council  bills  and  ti-ansfers  ;  and  then 
I  have  handed  in  one  about  the  gold  standard  reserve. 
I  was  not  proposing  to  deal  with  the  paper  currency 
reserve,  because  Mr.  Newmarch  was  gomg  to  hand 
in  or  perhaps  has  done  so— I  am  not  quite  sure— a 
note  on  that  subject.  I  have  put  in  another  of  no 
verv  great  importance  about  the  -proposals  for  the 
estabUshment  of  a  gold  mint  in  India.  I  dare  say  the 
secretary  has  circulated  that  to  you.  _  It  occurred  to 
me  also  that  if  the  Commission  desired  it  I  niight 
perhaps  go  through  the  history  of  the  proposals  for  a 
central  bank.  One's  India  Office  experience  rather 
helps  one  to  see  what  are  the  conditions  which  would 
apparently  have  to  be  satisfied  if  such  a  bank  was  to 
be  weU-established.     Of  course,  if  the    Commission 

0    (.5)10067  &  21360    250    3/U     E&S 


asked  for  anything  of  that  sort  I  have  no  doubt  that 
Lord  Crewe  would  authorise  me  to  put  in  something. 

5.  Thank  you.  I  think  we  will  begin,  at  any  rate, 
with  the  questions  concerning  the  general  balances  of 
the  Government  of  India  and  the  sale  of  council  bills 
and  transfers.  I  have  before  me  copies  of  the  two 
memoranda  (see  Appendices  I.  and  II.)  which  you 
supplied  dealing  with  those  subjects,  the  first  con- 
tainiag  the  explanatory  memoranda,  and  the  second 
containing  copies  of  extracts,  &c.,  from  papers  referred 
to  in  those  memoranda  and  statements  and  tables 
illustrative  of  them.  Those  memoranda  may  be  con- 
sidered as  part  of  your  evidence  ? — ^Yes.  I  gave  the 
secretary  some  slight  corrections  of  those  memoranda 
which  I  dare  say  he  has  given  to  members. 

6.  They  shall  be  embodied  in  it? — They  are  very 
trivial. 

7.  In  Statement  B  (Appendix  11.,  pp.  74-5),  you 
give  figures  showing  the  distribution  between  India  and 
England  of  the  total  balances  on  March  31st  in  each 
year  from  1893  to  1913,  together  with  the  estimated 
figures  for  March  31st,  1914  ;  that  is  so,  is  it  not  ? — 
Yes,  that  is  so. 

8.  And  in  Statement  A  (Appendix  11.,  pp.  67-73),  you 
supply  figures  showing  the  receipts  and  disbursements 
in  India  and  England  for  each  year  from  1907-8  onwards 
vmder  certain  heads,  and  so  you  work  up  from  the 
closing  balance  at  the  end  of  1906-7  to  the  estimated 
closing  balance  at  the  end  of  1913-4  ? — Yes,  that  is  so. 

9.  Will  you  go  through  the  various  heads  of 
receipts  and  disbursements  so  that  the  Commission 
may  get  a  clear  understanding  of  the  composition  of 
the  balances  ?  Take,  first,  the  receipts.  The  first 
head  is  "  Revenue."  That,  I  think,  is  simple.  The 
second  is  "  Capital  received  from  Railway  Companies." 
Will  you  explaia  to  us  what  that  is  ? — Yes.  The 
greater  part  of  the  Indian  railway  system  is  worked 
by  guaranteed  companies,  companies  which  have  the 
interest  on  their  capital  guaranteed  by  the  Secre- 
tary of  State ;  and  as  part  of  that  system  they 
pay  in  all  their  receipts  to  the  Government,  whether 
for  capital  or  for  revenue,  and  they  draw  from  the 
Government  all  that  they  require,  whether  for  capital 
expenditure  or  for  working  expenses.    This  item  No.  2 
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upon  which  you  have  questioned  me  is  one  of  the 
items  which  come  into  the  Government  account  in 
consequence  of  that  system,  that  is  to  say,  the  railway 
companies  from  time  to  time  wbuld  make  an  issue, 
say,  of  guaranteed  debenture  stock  or  something  of 
that  sort,  such  as,  I  dare  say,  you  have  noticed  has 
recently  been  made,  and  then  they  pay  it  in  to  the 
Secretary  of  State,  and  in  a  very  similar  way  payments 
of  that  kind  are  made  into  Government  ^treasuries  in 
India.  I  mention  the  English  transactions  because 
they  are  more  familiar  to  me,  but  they  are  all  of  the 
same  kind. 

10.  That  is  capital  raised  for  and  held  for  the 
Indian  railway  companies  until  they  require  it  ? — ^What 
usually  happens  is  a  little  different.  An  Indian 
railway  company  will  go  on  year  by  year  spefiding 
money  which  it  has  not  raised ;  I  mean  the  SecretaTyof 
State  will  advance  it,  and  will  get  interest  or  a  share 
of  the  profits  in  respect  of  his  advances.  Then  every 
now  and  then  he  will  say  to  a  railway  company,  "  I 
"  want  you  to  pay  me  back  two  million  pounds  of  my 
"  advances."  Tou  see,  that  would  be  the  alternative 
to  issuing  a  loan  for  two  million  pounds. 

11.  Then  do  I  understand  that  at  that:  point  two 
million  pounds  of  fresh  capital  is  raised  in  the  market 
for  the  company  ? — It  is  raised  by  the  company. 

12.  And  paid  to  the  Indian  Government  ? — Yes,  to 
the  Secretary  of  State. 

13.  Then  the  third  head  of  receipts  is,  "  Loans 
issued  for  the  requirements  of  the  current  year  "  ? — 
3  and  3a  in  a  sense  go  together.  The  Secretary  of 
State  has  continually  to  issue  loans,  not,  as  you  will 
readily  understand,  to  fill  up  deficits  in  his  revenue 
accounts,  but  in  order  to  meet  the  capital  expenditure 
which  he  is  continually  incurring.  Yery  occasionally 
he  has  to  borrow  in  order  to  fill  up  a  revenue  deficit,  but 
that  is  very  exceptional  indeed.  These  loans  which  are 
set  down  here  are  loans  practically  in  all  cases  for  capital 
purposes.  Tou  wiU  notice  that  in  preparing  the 
statement  I  have  divided  the  loans  into  3  and  3a, 
because  in  some  cases  the  Secretary  of  State,  say  iu 
February  or  March  of  a  particular  year,  borrows 
in  advance  for  the  requirements  of  the  following  year. 
He  would  be  influenced  by  his  expectation  of  the  state 
of  the  market  and  so  on. 

14.  I  think  that  answers  the  question  I  was  going 
to  ask  you  as  to.  what  rule  is  followed  in  fixing  the 
total  amouiit  to  be  raised  by  loan  in  any  one  year  ?-^ 
I  think  one  would  hardly  say  that  it  was  a  rule,  I 
would  rather  put  it  in  this  way.  At  a  suitable  time 
each  year,  about  the  autumn  or  the  winter,  the  Indian 
Government,  like  the  British  Govenmient,  begins  to 
prepare  its  budget.  Of-  course,  the  expected  revenue 
receipts  and  revenue  expenditure  follow  to  a  great 
extent  on  facts  which  are  n«t  within  the  control  of  the 
Government,  except,  of  course,  when  taxation  is  to  be 
altered ;,  but  it  also  has — and  this,  perhaps,  is  a  little 
unfamiliar  to  those  who  are  only  accustomed  to 
British  Government  finance — ^to  adopt  a  railway  pro- 
gramme ;  that  is,  to  decide  that  so  much,  say  10  millions, 
12  nullions,  13  millions,  or  whatever  it  may  be,  shall 
he  devoted  to  ca.pital  expenditure  on  railways  and  so 
much  to  capital  expenditure  on  irrigation  works. 
Then  one  works  out  a  budget,  not  merely  a  revenue 
budget,  but  what  you  may  call  a  ways  and  means 
budget,  in  which  you  reckon  that  of  this  total  capital 
expenditure  so  much  can  be  met,  say,  from  savings 
bank  receipts,  so  much  can  be  met  from  accumulated 
balances,  and  so  on.  Then,  having  made  your  calcu- 
lations as  best  you  can — and  naturally  in  conditions 
of  some  uncertainty,  because  you  do  not  know  what 
next  year  is  going  to  bring  forth — ^you  then  say,  or, 
rather,  the  Secretary  of  State  then  says,  "In  order  to 
"  make  both  ends  mept  and  to  end  up  with  a  suitable 
"  closing  balance  we  must  borrow  so  much."  It  is  a 
matter,  as  one  may  eay,  of  general  common  sense  to 
decide  how  to  borrow  it,  except  that  I  might  mention 
this,  which  I  think  is  important  in  some  ways,  that 
the  general  principle  recognised  is  that  the  Govem- 
menli  .91  India  borrow  as  much  as  they  can  in  India 
for,  the  purpose  of  this,  capital  expenditure,  and  then 
the  ba,lance,  great  or  small,  has  to  be  found  by  the 
Secietkry  of  State  in  England.    I  think  as  you  go 


on  you  will  see  that  this  fact  that  the  Secretary  of 
State  is  in  a  sense  the  residuary  legatee  in  this  matter 
is  a  very  important  fp;Ct. 

.  ■'  15.  I  think  I>  understand  why,  but  I  should  prefer 
to  ask  you  :  Why  do  the  Government  of  India  make  it 
a  practice  to  borrow  as  much  as  they  can  in  India  ? — In 
former  years,  I  think,  Secretaries  of  State  held  the  view 
much  more  than  they  do  now  that  ther§  were  two  advan- 
tages :  First  of  all,  everyone  is  f  anuliar  with  the  general 
political  advantage '  of  a  country  hdlding  its  own  debt, 
and  not  having  too  much  external  debt.  Then,  from 
the  seventies  to  the  nineties,  the  Indian  Government 
authorities  were  afraid,  and  properly  afraid,  of  doing 
anything  that  would  add  to  the  burden  of  the  home 
remittances.  Tou  see,  if  you  go  on  borrowing  several 
millions  a  year  in  England  it  means  that  you  have  to 
remit  so  much  more  from  India  to  England  to  pay  the 
interest.  The  exchange  question  in  the  period  I  men- 
tioned was  a  very  serious  question,  and  the  India  Office 
tried  to  reduce  &,s  much  as  possible  the  burden  of  those 
home  remittances.  Now  the  same  principle  of  the 
Government  of  India  borrowing  as  much  as  they  can 
in  India  is  still  held  to,  but  I  should  say  for  entirely 
different  reasons,  namely,  that,  as  is  a  matter  of  noto- 
riety, year  by  year  it  has  in  recent  times  been  becoming 
more  difficult  to  issue  loans  on  favourable  terms  in 
England ;  and  that,  I  think,  is  the  main  justification 
at  present,  although,  of  course,  the  old  reasons  have 
some  validity,  not  so  much  as  they  had,  I  should  say. 

16.  When  you  say  that  the  Government  of  India 
would  borrow  as  much  as  they  could  in  India  for  those 
reasons,  I  presume  that  means  at  the  same  rate  of 
interest,  or  substantially  on  the  same  terms  ? — Yes. 
One  often  has  to  use  those  phrases.  I  suppose  that  if 
they  paid  a  very  much  higher  rate  of  interest  they 
could  borrow  a  great  deal  more,  but  the  governing 
consideration,  I  take  it,  in  all  these  matters  is  that  you 
ought  not  to  borrow  in  such  a  way  as  violently  and 
suddenly  to  depreciate  the  position  of  your  stock. 

17.  To  go  back  to  the  receipts  again,  the  fourth 
item  is  "Uiifunded  debt."  Have  you  anything  to  say 
about  that  ?— All  I  have  to  say  is  that  unless  one  is 
accustomed  to  Indian  accounts  one  would  not  under- 
stand it.  It  simply  means  the  savings  bank  receipts. 
It  does  not  mean  what  you  would  mean  in  the  Treasury, 
short-dated  bills,  or  anything  of  that  sort.  It  meaiis 
savings  bank  balances,  and  a  few  deposits  of  funds 
which,  as  it  were,  bank  with  the  Secretary  of  State. 

18.  Does  it  mean  the  total  of  those  funds  for  the 
moment,  or  the  receipts  in  the  year  under  review  ? — 
The  net  receipts  in  the  year. 

19.  Then  "  Miscellaneous  remittances  "  is  the  next 
item?— There  is  No.  5,  "  Deposits  and  advances."       ' 

20.  Yes  ;  will  you  tell  us  what  the  deposits  and 
advances  are  ? — I  thought  you  would  probably  ask 
about  that,  and  therefore  I  noted  down  some  items 
which  go  to  make  it  up.  In  the  business  of  a  govern- 
ment there  are  a  great  many  payments  and  receipts 
which  are  neither  properly  revenue  nor  properly  capital, 
and  you  have  to  have  some  miscellaneous  sections  of 
your  accounts  in  which  to  deal  with  them.  I  have 
copied  out  from  one  particular  year  the  various  items 
which  make  up  "  Deposits  and  advances."  Would  you 
like  me  to  read  the  chief  ones  ? 

21.  Just  read  the  principal  items  to  give  us  a  rough 
idea  of  what  it  means  ? — In  India  by  far  the  biggest 
is  the  departmental  and  judicial  deposits.  There  are 
large  receipts  and  large  payments.  They  fairly  well 
balance  one  another,  but  the  total  on  both  sides  is 
very  large.  Then  the  transactions,  with  which  I  think 
you  will  become  more  familiar  later,  between  the 
Government  Treasuries  aind  the  Paper  Currency  De- 
partment are  brought  to  account  in  this  particular 
section.  Then  there  is  a  practice  in  India  by  which 
the  Government  makes  advances  on  a  large  scale  to 
native  states,  municipalities,  cultivators,  and  so  on 
and  all  that  comes  in  this  section.  Of  course,  on  the 
one  side  you  have  the  payments,  and  on  the  other  side 
you  have  the  repai,ym,ents.,  .  Then,  also,  the  Government 
acts  as  the  banker  of  a  great  many  district  boards. 
It  receives  their  money  and  pays  out  money  to  them  • 
district  boards  are  something  yke  county  councils  •  it 
is  a  rough  analogy.     That  is  the  kind  of  item  which  is 
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entered  here,*  and  perhaps  for  your  purpose  what  T 
have  said  ia  enough ;  but  I  could,  if  you  oared,  submit 
a  f  uUer  statement. 

22.  I  think  that  is  sufficient  for  our  purpose.  Then 
No.  6  is  :  "  Miscellaneous  Remittances."  I  only  want 
a  very  short  indication  of  what  it  is  ? — There  are,  for 
example,  money  order  trajisactions  which  naturally 
come  to  a  very  large  sum,  both  in  India  and  inter- 
national money  orders.  Then  when  we  buy  silver  for 
the  Government  of  India  and  send  it  out  to  India 
the  cost  is  entered  under  "  Remittances." 

23.  The  last  heading  is  "  Council  bills  and  trans- 
fers." I  think  we  will  leave  that  for  the  moment. 
Now  on  the  expenditure  side  the  item  "  Expenditure 
chargeable  to  revenue,"  I  think,  needs  no  explanation  ? 
—No.  ■    ■■ 

24.  I  observe  that,  roughly,  twenty  millions  has 
to  be  met  in  England.  Is  that  a  fairly  normal  sum  ? 
— I  should  say  that  it  is  gradually  increasing.  Tou 
see,  in  each  year  we  should  ordinarily  issue  a  loan  for 
several  millions,  and  there  is  a  gradual  increase  in 
interest  charges  on  that  account.  Occasionally  one 
effects  an  economy  in  some  head  of  the  administration, 
but  it  does  not  coimt  very  much  against  these  large 
increases  of '  interest.  It  may  interest  you  to  know 
that  about  30  years  hence  there  will  be  a  very  great 
decrease,' because  a  great  number  of  terminable  annui- 
ties will  come  to  an  end. 

25.  In  the  meantime  there  is  a  tendency  to  a  steady 
but  not  very  large  increase  in  any  one  year  ? — That 
is  so.  '  '  ' 

26.  Then  as  regards  the  remaining  heads,  have 
you  anything  to  say  about  them — "  Capital  outlay," 
for  instance  ? — No.  Tou  will  notice,  as  you  go 
through  the  statements,  that  the  budget  estimate  of 
capital  outlay  is  not  worked  up  to  as  a  rule,  and  that 
is  a  cause  of  a  good  inany  things  iipon  which,  I 
imagine,  you  will  be  questioning  me.  I  now  draw  your 
attention  to  it  merely.  Then  also  you  will  notice 
that  the  figures  about  "  Discharge  of  debt "  in  certain 
years  are  very  heavy.  "Very  large  amounts  of  debt  have 
been  dischaa^ged,  but  I  do  not  think  there  is  anything 
noteworthy  in  the  other  items. 

"27.  Is  the  sum  allocated  to  the  repayment  of  a 
debt  a  fixed  charge  ?— No.  Ther6  is  a  peculiar  system 
with  a  rather  long  history  attached  to  it.  '  There  is 
an  arrangement  under  which  ordinarily  about  half  a 
million  pounds  taken  from  revenue  are  used,  not 
to  repay  debt,  because,  of  course,  any  borrowing 
government  does  not  ordinarily  do  well  to  repay  debt 
— ^that  question  has  been  discussed  from  the  time  of 
Mr.  Pitt  to  the  present  day — but  there  is  an  arrange- 
ment under  which  half  a  million  pounds  are  used 
from  revenue  for  the  avoidance  of  debt;  that  is 
to  say,  spent  on  the  railways  instead  of  '  money 
being  provided  by  the  issue  of  loans.  When  we  dis- 
charge debt  it  is  usually  because  the  debt'  is  of  a 
special  nature  which  it  is  desirable  to  discharge. 
Except  in  small  amounts,  and  under  statutory' pro- 
vision, we  should  not  pay  off  our  permanent  debt  at 
all;  but  we  have,  from  time  to  time,  very  large 
amounts  of  temporary'  debt,  India  bills,  corresponding 
to  Treasul'y  bills,  and  so  on,  and  the  desirability  of 
paying  off  those  lest  they  mature  at  a  very  incon- 
venient moment  is,  of  course,  clear.  That  is  the  sort 
of  debt  that  we  have  been  paying  off  for  some  years, 
and  which  we  have  almost  cleared  out  of  existence. 

28.  If  there  is  an  unexpected  surplus  of  revenue 
at  the  end  of  the  year,  it  does  not  automatically  go 
to  the  payment  of  debt  a^  it  does  in  this  country  P — No ; 
that  is  a  very  important  point,  and  I  am  glad  you 
put  the  question  to  me  at  this  early  stage.  I  men- 
tioned the  discussions  which  began  the  18th  centuiy 
ahd  have  gone  on  intermittently  ever  since,  as  to 
whether  a  government  which  borrows  ought  a,t  the 
same  time  to  pay  off  debt.  The  practice  that  we  have 
followed,  and  I  may  say  there  can  be  little  doubt  that 
it  is  the  right  practice,  is  that  except  when  you  are 
dealing  with  special  kinds  of  debt  such  as  I  have 
mentioned  you  should  use  your  surplus  primarily  to 
reduce  the  amount  of  new  debt  which  you  incur,  not 
to  incur  a  larger  amount  of  new  _  debt  aad  then  use 
your  surplus  to  pay  off  so  much  existing  debt. 


29.  I  think  that  examination  of  the  accounts  shows 
us  how  the  balances  are  arrived  at.  Now  we  come  to 
the  question  of  their  location.  The  first  part  of  your 
memorandum  shows  the  distribution  of  the  balances 
between  England  and  India  on  March  31,  1913,  and 
Statement  B  gives  the  distribution  for  each  year 
after  1907,  I  think  ?— Statement  B  in  Appendix  11., 
pp.  74-5,  gives  it  for  a  longer  period ;  it  begins  earlier ; 
if  you  will  notice,  in  your  copy  it  is  1893. 

30.  It  is  from  1893  onwards  ?— Tes. 

31.  I  understand  that  the  balances  in  India  are 
divided  between  the  district  treasuries,  branches  of  the 
Presidency  banks,  the  head -offices  of  those  banks,  and 
reserve  treasuries  ? — ^Tes. 

32.  Will  you  tell  me  briefly  what  is  the  reason  for 
this  arrangement? — Tes.  The  particulars,  I  think, 
are  given  in  the  second  collection  of  papers. 

33.  It  is  Statement  C  in  Appendix  II.  on  page  76  ? 
— Tes.  I  think  perhaps  the  most  natural  order  is  to 
begin  with  the  district  treasuries  and  the  branches  of 
Ptesidency  banks,  which  are  in  column  3.  I  should  like 
to  say  here  that  I  do  not  speak  from  first-hand  know- 
ledge, and  I  dare  say  that  Mr.  Grillan  Will  be  able  to 
Suppleinent  a  good  deal  of  what  I  say  if  you  ask  him. 
The  revenue  in  India  is  collected  to  a  very  great  extent 
up-eountry,  and  it  comes  in  the  first  place  to  a  district 
treasury,  which  would  be  under  the  management  of  a 
government  officer.  Then  in  that  -  district  treasury 
they  would  naturally  keep  such  sums  as  would  be 
required,  or  ar^  estimated  to  be  required,  to  na.eet  the 
disbursements  at  that  place,  because  India  being  a  big 
undeveloped  countiy,  it  is  necessary  in  country  districts 
to  keep  your  money  where  you  want  it.  I  mean  you 
could  not  rely  on  being  able  to  get  it  from  other 
place's  just  at  the  right  moment.  That  explains  why 
some  money  is  kept  in  district  treasuries ;  and  in  some 
districts  there  are  branches  of  the  Presidency  banks ; 
in  some  there  are  not.  I  think  that  the  practice  of 
the  Government  of  India  is  that  Wherever  there  is  a 
branch  of  a  Presidency  bank  it  is  used  as  a  district 
treasury.  I  am  sure  that  I  am  fairly  right  about  that, 
but  I  may  not  be  absolutely  right,  and  Sir  James 
Begbie  and  Mr.  GUlan  can  say  whether  it  is  so  or  not. 
Then  the  money  which  is  not  required  to  be  kept  in 
the  districts  wOuld  naturally'  go  to  the  Presidency 
towns,  to  Calcutta,,  Madras,  or  Bombay,  but  I  suppose 
^  good  deal  would  go  to  other  towns  of  first-class  com- 
mercial importance,  because  there  the  government 
payments  would  be  very  large.  There  is  a  very  long 
and  interesting  history  of  the  location  of  such  govern- 
ment money  is  is  held  at  Presidency  towns.  For  some 
years  all  such  money  was  put  at  the  head  offices  of  the 
various  Presidency  Ijanks,  but  in  1874  you  will  have 
seen  from  what  I  put  in  my  note  that  there  was  an 
incident,  not  the  first  one  of  its  kind,  which  made  A 
very  great  impression  on  the  Government  of  India  in 
those  days.  Certain  money  which  the  Government  of 
India  wished  to  ■<rithdraw  from  one  of  the  Presidency 
banks  was  not  placed  at  their  disposal  quite  as  easily 
as  a  government  ordinarily  would  expect,  or  as  a 
customer  Would  ordinarily  expect  from  his  bankers.  I 
may  say  that  in  1898,  when  I  was  at  the  meetings  of  the 
Fowler  Committee,  I  was  quite  astonished  and  impressed 
to  see  what  a  deep  mark-  that  incident  had  left  on  the 
mind  of  Lord  Northbrook,  who  was  then  Yiceroy.  He 
gave  evidence  on  the  subject,  and  it  was  a  thing  that 
had  evidently  left  a  lifelong  mark  on  his  mind.  In 
order  to  minimise  the  risk  of  a  recurrence  of  that 
trouble  about  getting  government  money  from  the 
bank,  the  Government  of  India  proposed,  as  you  will 
see  from  the  correspondence  which  I  put  in,  to  estab- 
lish reserve  treasuries  at  which  certain  sums  would  be 
held  locked  up.  Tou  will  notice  that  the  Secretary 
of  State  did  not  welcome  that  idea  very  much;  he 
pointed  out  certain  disadvantages ;  but  apparently 
the  Government  of  India,  having  very  large  powers  in 
that  matter,  decided  to  take  action  without  paying  too 
much  regard  to  the  Secretary  of  State's  views,  and  you 
will  see  in  the  papers  which  I  have  put  in  that  in  1876 
they  set  up  a  reserve  treasury  at  Calcutta,  and  in 
later  years — that  is  all  given  in  the  papers — they  set 
up  similar  reserve  treaisuries  in  Madras  and  Bombay. 
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34.  That  was  in  consequence  of  the  difficulty  which 
trhey  had  in  withdrawing  at  short  notice  their  deposit 
in  1863  from  the  Bank  of  Bengal  ? — No,  I  have 
mentioned  here  that  there  was  a  difficulty  of  that  sort 
in  1863,  but  the  immediate  cause  .of  the  setting  up  of 
these  reserve  treasuries  was  a  similar  incident 
connected  with  the  Bank  of  Bombay  in  1874.  No 
doubt  the  recollection  of  1863  had  a  great  deal  of 
influence  on  the  action  of  1876. 

35.  In  1874  the  Bank  of  Bombay  objected  to 
the  withdrawal  of  a  sum  of  350,000?.  ?— Yes. 

36.  Out  of  the  total  balance  then  to  the  credit  of 
the  Government  of  India  of  one  million  pounds  ? — Tes. 

37.  And  the  withdrawal  was  postponed  in  conse- 
quence of  that  protest  ? — ^Tes.  I  cannot  say  off-hand 
— ^I  once  knew,  but  I  have  forgotten — for  how  long  it 
was  postponed.  I  have  not  noted  it  down  in  my 
memorandum,  but  one  can  easily  find  it  if  it  is  desired. 

38.  Has  the  Government  any  fixed  agreement  with 
the  Presidency  banks  P — Yes.  They  are  very  long  legal 
documents,  and  I  thought  it  might  do  if  I  gave  a  sum- 
mary of  what  was  really  important.  Shall  I  read  what 
I  put  in  my  memorandum  (Appendix  I.,  paragraph  8) : 
"  The  agreements  provide  that  the  banks  are  to 
"  transact  general  business  for  the  Government  at  their 
"  head  offices  and  certain  branches ;  that  they  are  to 
"  receive  specified  remuneration ;  that  the  Government 
"  is  not  bound  to  retain  at  the  banks  any  particular 
"  sum ;  but  that  if  its  balance  at  the  head  office  of 
"  any  of  the  three  banks  falls  on  any  day  below  a 
"  specified  minimum  it  has  to  pay  to  the  bank 
"  interest " — and  then  I  quote  the  words  from  the 
agreement — "  at  the  lowest  rate  chargeable  on  such 
"  day  by  the  said  bank  to  the  public  for  loans 
"  recoverable  on  demand."  "  The  remuneration  of 
•' '  the  three  banks  and  the  minimum  balances  that 
"    they  are  to  hold  for  the  Government  at  their  head 

"  office" — "or  head  offices"  I  should  have  said — 
"without  charging  interest  are  as  follows."  The 
Bank  of  Bengal  has  a  remuneration  of  2,900i.  per 
annum,  and  the  balance  that  it  holds  without  charging 
interest  is  233,300Z.  You  will,  of  course,  realise  that 
these  rather  odd  figures  are  due  to  the  fact  that 
figures  which  are  round  sums  in  rupee  currency 
beoon[ie  rather  angular  sums  in  British  currency. 
Then  the  corresponding  figures  for  the  banks  of 
Madras  and  Bombay  are : — Madras,  remuneration 
800J.,  balance  to  be  held  without  charging  interest 
120,000i. ;  and  the  Bank  of  Bombay,  remuneration 
800?.,  and  balance  to  be  held  without  charging 
interest,  133,0002. ;  but  then,  as  I  mention  in  my 
note  (Appendix  I.,  paragraph  9),  and  perhaps  I 
had  better  read  that  as  it  is  important,  "  In  actual 
"  practice  the  Government  of  India  is  much  more 
"  liberal  to  the  banks  than  is  provided  for  in 
"  the  agreements.  They  usually  keep  at  the  head 
"  offices  of  the  three  banks  the  following  amounts  : — 
"  Bank  of  Bengal,  467,000?.  to  533,000?. "  ;  that 
is  70  to  80  lakhs  of  rupees ;  "  Bank  of  Madras,  a 
little  over  133,000?.  " ;  that  is  a  little  over  20  lakhs  of 
rupees ;  and  "  Bank  of  Bombay,  267,000?.  to  333,000?.," 
that  is  from  40  to  50  lakhs  of  rupees.  Then,  "  <Jn  the 
"  flotation  of  a  loan  and  in  special  cases  the  amounts 
"  are  increased,"  but  that  is  a  matter  of  practice,  and 
perhaps  I  am  going  a  little  beyond  your  question  about 
the  agreements  pure  and  simple. 

39.  Do  the  banks  pay  interest  to  the  Government 
of  India  if  the  balance  rises  above  any  figure  ? — No. 
On  the  other  hand,  to  be  fair  to  the  banks,  I  ought  to 
say  that  I  think  the  Government  of  India  is  rather 
careful  not  to  let  the  balance  rise  to  an  excessive 
figure.  Then,  of  course,  we  come  on  later  to  this 
question  of  special  loans  granted  on  special  application. 
When  such  loans  as  that  are  granted  interest  is  paid. 

40.  I  was  talking  merely  of  current  balances  for 
the  moment  ? — Quite  so. 

41.  Are  there  any  other  banks  besides  the  Presi- 
dency banks  and  their  branches  with  which  they  keep 
balances  ?  -Not  in  India.  You  have  heard  in  Parlia- 
ment that  we  have  deposited  temporarily  certain 
balances  at  banks  in  England,  but  in  India  I  do  not 
think  I  have  ever  heard  of  any  government  balance 


being  in  any  bank  other  than  a  Presidency  bank 
There  may  have  been  trifling  instances ;  that  Mr. 
Gillan,  of  course,  would  know. 

42.  Do  you  use  any  other  banks  in  India  for  trans- 
ferring funds  in  India  ? — I  do  not  think  so.  To  the 
best  of  my  belief  the  Government  of  India  has  no 
relation  with  any  banks  other  than  the  Presidency 
banks,  except,  of  course,  that  when  an  exchange  bank 
presents  a  bill  of  exchange  which  the  Secretary  of 
State  has  sold,  then  it  is  the  business  of  the  Govern- 
ment of  India  to  meet  it ;  but  subject  to  that  I  do  not 
think  the  Government  of  India  has  any  relations  with 
any  other  banks. 

43.  I  think  it  would  be  useful  to  the  Commission  if  we 
could  have  a  summary  of  the  history  of  the  relation  of 
the  Government  of  India  with  the  Presidency  banks  ? — I 
have  noted  down  what  I  think  are  the  most  important 
facts.  I  would  like  to  draw  your  attention  to  a  book 
by  Mr.  Brunyate* ;  I  do  not  know  whether  you  have 
seen  it.  It  was  written  under  great  pressure  of  time 
for  official  purposes,  but  I  think  practically  all  that 
is  important  in  the  history  of  the  Pi-esidency  banks 
will  be  found  very  lucidly  and  fully  set  forth  in  this 
book,  so  that  if  you  ever  wish  to  go  into  it  fully  I 
think  you  could  not  do  better  than  read  Mr.  Brun- 
yate's  book.  I  might  perhaps  mention  very  briefly 
the  few  facts  which  seem  to  me  of  importance  and 
which  I  happen  to  know  on  the  subject.  Shall  I  just 
mention  a  few  ? 

44.  Yes,  if  you  please  ? — ^The  Govei-nment  of  India 
first  put  balances  with  the"  Presidency  banks  in 
1862.  I  think  that  is  the  first  record  of  that  being 
done.  At  that  time  they  had  rather  a  pec.uliar 
arrangement.  They  had  certain  shares,  not  a  very 
large  amount  of  shares,  in  the  Bank  of  Bengal  and 
similarly  in  the  Bank  of  Bombay  and  the  Bank  of 
Madras,^ and  they  had  government  directors;  in  the 
Bank  of  Bengal  there  were  three  government  directors 
and  six  ordinary  directors,  and  I  think  that  was  also 
the  case  in  the  Bank  of  Bombay ;  so  that  on  the  one 
hand  they  would  have  a  great  share  in  mapaging  the 
bank,  and  also  they  were  very  important  customei-s 
and  depositors  of  the  bank.  I  do  not  know  whether 
I  am  giving  you  too  much  detail,  but  I  wiU  try  not  to 
make  it  too  extensive. 

45.  I  want  as  brief  a  summary  as  you  can  make 
clear  .P — In  1862,  when  they  began  to  deposit  with 
the  banks  they  had  an  arrangement  which  is  set  forth 
in  Mr.  Brunyate's  book  at  page  83,  of  which  it  seems 
to  me  the  important  point  is  that  though  all  the  money 
of  the  Government  in  the  Presidency  town  was  lodged 
with  the  bank,  the  bank  could  only  handle  as  banking 
money  70  lakhs,  a  little  over  400,000?.  at  the  present 
rates  ;  aU  the  rest  of  it  was  locked  up  by  the  bank,  or 
if  we  pref eiTed  it,  we  could  invest  it  in  government 
securities.  It  is  a  somewhat  pecidiar  arrangement, 
but  still  that  is  what  the  arrangement  was.  That 
arrangement  went  on  only  for  quite  a  short  time,  until 
1866, 1  thpik,  and  then  vhe  agreements  were  revised 
and  practically — I  will  leave  out  some  technicalities 
and  some  obscurities — what  happened  was  that  from 
1866  to  1876  the  Presidency  bank  handled  all  the 
government  money  which  was  in  the  Presidency  town. 
The  district  treasuries,  of  course,  held  a  certaia  amount 
of  money,  but  the  large  sums  that  were  in  Calcutta 
went  to  the  Bank  ox  Bengal  to  be  dealt  with  as  they 
wished,  and  those  in  Bombay  to  the  Bank  of  Bombay, 
and  so  on.  After  ten  years  of  that  great  freedom  the 
Presidency  banks  found  that  the  great  blow,  as  pro- 
bably they  regarded  it,  fell  upon  them  of  the  establish- 
ment of  these  reserve  treasuries  which  I  mentioned 
which  took  away  a  veiy  appreciable  sum  of  money  from 
them,  and  naturally  the  policy  of  the  reserve  treasmies 
has  been  under  discussion  more  or  less  from  the  day 
when  they  were  established  until  the  present  day. 
The  only  other  point  I  ought  to  mention  is  that  in  the 
year  1876,  when  a  new  Act  regulating  the  Presidency 
banks  was  passed,  one  of  its  provisions  was  to  abolish  the 
three  government  directors  whom  I  mentioned  previously 

*  An  account  of  the  Presidency  Banks,  published  by  the 
Government  Press,  Calcutta,  1900. 
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and  there  wexe  also  a  number  of  important  restrictions 
introduced,  but  that  does  not  arise  out  of  your  present 
question ;  you  might  possibly  ask  me  about  that  later. 

46.  I  will  come  back  to  it  if  we  want  it.  Since  the 
establishment  of  the  reserve  treasuries  there  has  been 
substantially  no  change  in  the  Government  practice  ? 
— Quite  so.  There  has,  as  a  matter  of  fact,  been  a 
series  of  alterations  of  ^the  Presidency  Banks  Act  so  as 
to  give  greater  freedom  to  the  Presidency  banks,  but 
I  cannot  recollect  that  the  relations  between  the 
Government  and  the  banks  has  been  altered  to  any 
material  extent,  except,  of  course,  that  there  has  been 
a  little  more  open  recognition,  I  think,  of  the  desira- 
bility of  the  Government  lending  money  on  interest  to 
the  Presidency  banks  at  times  of  pressure. 

47.  I  was  coming  to  that.  Would  you  t«ll  us  about 
that,  please,  how  it  arises,  and,  as  briefly  as  you  can, . 
what  is  done  ? — ^I  think  you  will  notice  at  the  beginning 
of  Appendix  II.,  pp.  32-5 — one  does  not  like  to  go 
back  too  much  to  ancient  history,  but  I  think  it  is 
worth  doing  so  in  this  case — there  is  a  despatch 
dated  6th  May  1875  from  Lord  Salisbury,  who 
was  then  Secretary  of  State,  in  which  he  generally 
recognised  that  the  Government  of  India  had  consider- 
able powers  of  handling  their  balances  in  India  as  they 
wished — putting  them  with  banks,  or  lending  them. 
He  recognised  that  he  ought  not  to  control  that 
particular  business  very  much,  and  the  Government  of 
India,  I  believe,  from  time  to  time,  I  cannot  say  how 
frequently,  did  grant  loans  on  interest  to  Presidency 
banks,  but  our  India  Office  records  are  very  incom- 
plete about  that  matter  until  a  discussion  took  place 
which  is  summed  up  in  a  despatch  to  the  Government 
of  India  dated  4th  May  1899  which  will  be  found  in 
Appendix  II.,  pp.  62-4.  You  will  see  that  the  Govern- 
ment of  India  in  1899  submitted  proposals  for 
lending  money  temporarily  and  at  interest  to  the 
Presidency  banks,  and  the  Secretary  of  State  said 
that  prima  facie  it  was  not  his  concern,  that  they 
could  do  as  they  wished,  but  then  he  put  in  the 
remark  which  I  imagine  had  a  great  deal  of  influence 
on  the  Government  of  India,  that  ordinarily  he  thought 
that  such  loans  should  be  at  bank  rate,  not  below 
bank  rate,  as  the  Government  of  India  had  wished. 
I  have  been  told  by  people  with  whom  I  have  dis- 
cussed it  that  that  is  a  very  important  matter, 
because  loans  would  have  been  sought  more  eagerly 
by  the  Presidency  banks  if  they  had  been  granted 
below  bank  rate  and  there  had  been  an  opportunity  of 
profl.t.  I  cannot  say  whether  that  is  so  or  not,  because 
in  one  rather  important  passage  quoted  in  paragraph  15 
of  Appendix  I.  you  will  notice  on  page  4  that  the  Bank 
of  Bengal  say  :  "  The  suggestion  which  my  directors 
"  would  make  is  that  when  the  bank  rate  rises  to  a 
"  height  that  indicates  undue  pressure  the  Presidency 
"  banks  may  be  able  to  rely  on  procuring  loans 
"  through  the  Comptroller- General  either  from  the 
"  reserve  treasury,  or  failing  this,  from  the  paper 
"  currency  reserve,  at  the  current  rates  for  demand 
"  loans  on  government  paper,  rising  and  falling  there- 
"  with."  You  will  notice  the  phrase  "  at  the  current 
rates  "  not  "  below  the  current  rates."  Then  the  Bank 
of  Bengal,  feeling  no  doubt  that  this  was  a  rather 
generous  offer,  made  some  remarks  about  the  motives 
which  led  them  to  submit  it.  They  say :  "  In  siib- 
"  mitting  this  suggestion  my  directors  desire  me  to 
"  state  that  it  is  made  with  the  sole  object  of  ensuring 
"  a  steady  supply  of  loanable  capital  at  moderate 
"  rates.  These  loans  will  yield  profit  to.  the  Govern- 
"  ment  and  benefit  aU  who  are  interested  in  a  steady 
"  money  market,  while  the  bank  would  undertake 
"  vdthout  profit  to  itself  the  risk  and  labour  involved  "  ; 
so  I  do  not  know  really  whether  it  is  a  question  of  the 
rate  of  interest  which  has  caused  these  loans  to  be 
taken  so  seldom  in  recent  years  or  whether  other 
conditions  have  stood  in  the  way.  That  is  a  subject 
upon  which  I  have  no  doubt  the  Commission  will  get 
evidence  from  people  better  qualified  to  speak  than 
myself,  but  I  think  both  views  are  sustainable. 

48.  Is  it  in  your  opinion  desirable  to  encourage 
those  loans? — Of  course,  that  raises  an  enormously 
difficult  question.  I  think  that  when  the  money 
market,  upon  which  trade  depends  is  suffering-  from 
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extreme  stringency  which  can  be  alleviated  by  the 
very  simple  process  of  unlocking  a  government 
treasury  and  lending  some  money  ou  good  security 
and  with  a  certainty  of  repayment,  it  is,  prima  facie,  a 
bad  thing  not  to  apply  that  medicine  to  the  temporary 
complaint ;  but  at  the  same  time,  of  course,  there  are 
questions  whether  the  banks  are  strong  enough  to 
justify  a  very  large  increase  in  the  amount  of  govern- 
ment money  placed  with  them — I  do  not  attach  very 
much  importance  to  that — and  then  there  is  the  much 
larger  question  how  far  a  great  money  market  like  the 
Indian  money  market  should  rely  on  government 
resources  as  distinct  from  what  you  may  sum  up  as  its 
own  resources.  My  own  feeling  is  that  it  would  be 
well  that  with  discretion  the  Government  should  apply 
a  dose  of  this  remedy  occasionally ;  but  there  is  very 
much  to  be  said  on  both  sides. 

49.  That  has  been  the  view  taken  by  the  Secretary 
of  State  ? — Yes,  I  think  that  generally  the  Secretary 
of  State  has  not  wished  to  be  restrictive,  though  I 
wish  to  be  quite  fair,  and  I  think  that  one  might  say 
that  the  effect  of  his  obiter  dictum  about  the  i-ate  of 
interest  was  possibly  restrictive  to  a  greater  extent 
than  he  intended  or  would  have  desired. 

50.  Now,  if  we  turn  to  the  balances  in  London, 
should  I  be  right  in  saying  that  the  main  consideration 
which  guides  you  in  regard  to  those  balances  is  the 
amount  of  the  charges  which  you  have  to  meet  in 
London  ? — Yes.  Of  course,  the  balances  exist  merely 
in  order  to  meet  the  Secretary  of  State's  require- 
ments, and  perhaps  I  might  add  that  he  often  does 
have  balances  which  are  intended  to  meet,  or  will  be 
used  in  due  course  to  meet,  future  requirements  and 
not  immediate  requirements.  In  the  paper  which  I 
have  put'in  I  have  endeavoured  to  explain  and  justify 
the  policy  and  practice  which  led  to  that  state  of 
things,  but,  as  you  say,  the  object  of  the  balances  is 
tha,t  they  may  be  spent  in  London  on  Indian  piirposes. 

51.  Where  are  the  balances  kept  in  London? — 
There  is  an  arrangement  that  not  less  than  half  a 
million  pounds  shall  be  kept  at  the  Bank  of  England. 
It  is  very  curious  that  the  written  basis  of  that 
arrangement  is  not  discoverable,  though  it  has  been 
recognised  orally  before  commissions  and  select 
committees  for  very  many  years.  Practically  the  rest 
of  the  balances  are  on  loan,  tisually  to  approved 
borrowers  against  security. 

52.  If  your  balances  become  abnormally  high  do 
you  ever  go  otitside  those  two  places  of  deposit? — Yes, 
as  you  know,  we  have  deposited  large  amounts  with 
joint  stock  banks.  That  was  the  case  from  1909 
to  1912,  but  in  1912  the  balances  sank  to  such  a 
level  that  the  broker  who  is  our  agent  for  lending  to 
approved  borrowers  found  that  he  could  place  all  the 
money,  a,nd  there  was  no  occasion  to  continue  the 
rather  unusual  practice  of  depositing  with  joint  stock 
banks. 

53.  I  suppose  you  keep  a  small  balance  at  the 
India  Office  itself? — ^At  the  India  Office  I  believe 
we  start  each  morning  with  about  2,000i.,  and  in 
addition  to  that  what  I  said  in  reply  to  your  question 
was  not  absolutely  exhaustive,  because  there  are 
certain  sub-accountants,  as  they  are  called  in  Treasury 
language,  who  have  some  money.  I  think  that  the 
War  Office,  who  are  always  spending  money  for  us, 
have  an  imprest  of  40,000Z.,  or  something  of  that  sort, 
and  there  are  certain  small  sums  placed  out  with 
people  who  spend  it  on  our  behalf,  but  all  that  is  very 
trivial. 

54.  That  practically  exhausts  the  location  of  the 
balances  in  London  ? — Yes. 

55.  As  regards  the  amount  of  those  balances  you 
have  put  in  some  figui-es  ;  I  think  it  is  Statement  B  in 
Appendix  II.  (pp.  74-5)  ? — Yes. 

56.  From  those  figures  it  would  appear  that  the 
total  balances  have  been  very  high  in  recent  years  ? — 
Yes. 

57.  Will  you  give  me,  in  genei-al  terms,  the  reasons 
for  that  i' — Yes.  If  one  wanted  it  in  detail,  it  would 
be  necessary  to  go  through  all  those  figures,  or  some  of 
those  figures  in  Staitement  A  in  Appendix  11.  (pp.  67-73), 
and  compare  the  Budget    estimate  and  the  actua,! 
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transactions  in  each  year  from  1907-8  ;  but  that  woiild, 
perhaps,  take  time.  I  think  in  general  terms  this 
•would  be  a  fair  summary  of  the  reason  of  the  high 
balances.  In  the  first  place^  the  revenue  receipts,  or 
rather  the  excess  of  revenue  over  expenditure,  that  is 
to  say,  the  revenue  surplus,  has  been  in  the  actuals 
far  higher — higher,  you  may  say,  to  an  extraordinary 
degree — than  the  estimated  surplus.  I  should  mention 
here  that  that  fact  is  sometimes  overlooked,  because 
when  the  Government  of  India  has  had  a  cash  surplus  of, 
say,  six  million  pounds  or  so,  it  sometimes  makes  grants 
of  very  large  sums  to  provincial  governments,  and  then 
the  declared  surplus  as  shown  in  the  financial  state- 
ment is  reduced  by  the  amounts  of  such  grants ;  but  it 
is  very  important,  if  this  is  not  too  technical  a  point 
to  mention,  to  notice  that  these  reductions  in  the 
declared  surpluses  do  not  reduce  the  actual  cash 
balance  which  is  ■  held.  I  do  not  know  whether  I  have 
been  obscure  there ;  but  it  is  very  important  to  bear 
in  mind  the  difference  between  the  cash  surplus  and 
the  declared  surplus. 

68.  No,  I  do  not  follow.  The  Government  of  India, 
I  understand,  finds  itself  with  an  unexpected  surplus 
which  has  swollen  its  balance  ? — Tes. 

59.  Having  money  available,  it  then  takes  the 
opportunity  of  making  a  grant  which  it  wishes  to 
make  to  gome  provincial  government  ? — Tes,  that 
is  so. 

60.  But  you  say  that  the  balance  is  not  reduced  by 
the  making  of  the  grant  ?- — Tes. 

(il.  Why  P — That  is  so  important  that  I  venture 
to  put  it  at  this  stage.  It  is  no  more  reduced,  if  I 
may  put  it  in  this  way,  than  a  banker's  balance  is 
reduced  if  a  customer  A  who  banks  with  him  pays  a 
cheque  to  the  account  of  customer  B  who  banks 
with  him.  All  that  the  banker  has  to  do  is  a  book- 
kefeping,  transaction.  Supposing,  the  Government  of 
India  has  received  in  cash  six  million  pounds  more 
than  it  has  expected,  and  then  it  appears  that,  say, 
in  the  Province  of  Assam  more  money  is  wanted  for 
school  buildings  which  will  take  several  years  to  com- 
plete, it  makes  a  book-keeping  entry  to  the  ■  effect 
that  it  has  allocated  so  much  of  its  extra  money  to 
the  Province  of  Assam,  and  year  by  year,  perhaps  over 
a  very  long  period,  that  money  is  actually  drawn  out 
by  the  Province  and  spent;  but  the  reduction  of  the 
declared  and  official  surplus  takes  place  at  once,  while 
the  cash  reduction  takes  place  very  slowly  and  over  a 
very  long  .period  of  tijne,.  so  that  the  figm-es  of  the 
official  surplus  or  the  declared  surplus  very  often  give 
you  an  extremely  incomplete  idea  of  the  -oash  position. 

62.  A  misleading,  ideaj  in  fact.  As  I  understand 
your  meaning,  it  is  that  the  Government  of  India  has 
placed  to  the  credit  of  the  provincial  government  a 
certain  portion  of  the  balance  standing  to  its  own 
credit ;  it  has  given  to  the  provincial  government  the 
right  to  draw  that  money  when  that  govei-nment 
pleases  ? — That  is  so. 

63.  But  it  continues,  to  ,show  its  own  balance  as  if 
that  money  were  its  own,  and  not,  as  it  has  become, 
the   money  of    the   provincial'  government ?-^May   I, 
correct  you  on  one  point  ? 

64.  Please  do  ? — Tou  say  it  continues  to  show  it 
in  its  own  balance.  It  could  not  do  otherwise.  I  mean 
the  money  is  in  its  own  balance.  It  has  looked  up  partly, 
in  diatriot  treasuries,  and  partly  in  head  offices, of  Presi- 
dency banks,  and  so  on,  large  sums  of ,  money  against 
which  it  has  certain  liabilities,  and  in  the  case  that  you 
were  discussing  what  it  had  done  by  making  a  provincial ., 
grant  was  to  create  an  extra  liability  to,  be  met  out 
of  its  balances ;  but  creating  an  extra,  liability  to  be 
met  out  of  your  balances  does  not,  ipso  facto,  reduce 
your  balances,  and  I  do  not  think  the  Government  of 
India  could  do  otherwise  than  it  actually  does. 

65.  But  ought  you  not  to  do  one  of  two  '^;hings ; 
either  to  transfer  that  sum  to  a  8epai;ate  suspense 
account  at  once,  or  else  in  your  balance  sheet  to  show 
the  obligation  against  the  money  which  you  hold  ? — 
We '  do  that.  I  mean  if  you  read  those  painfully 
voluminous  documents  which  we  publish  every  year, 
the  Indian  Financial  Statement,  and  so  on,  you  will 
find  all  that  information  is  given ;  but  the  point  that 
I  wish  to  mention  is.  this,  and-  !•  mMition  it  because  I 


think  that  by  bringing  if  out  here  it  may  lessen 
some  misunderstanding.  A  person  who  is  an  expert 
in  Indian  financial  practice  and  book-keeping  would, 
of  course,  at  once  understand  that  a  very  large 
increase  in  th^e  cash  surplus  was  compatible  with  a 
very  stoall  increase  in  the  declared  surplus  in  any 
particular  year,  because  th^  declared  surplus  would  be, 
if  I  may  put  it  very  briefly,  the  cash  surplus  after 
allowing  for  the  new  liability  which  has  been  created. 

66.  (Sir  Shdpilrji  BroacJia.)  The  balance  of  ibh^ 
revenue  has  been  accumulating  in  India  in  the  hands 
of  the  Government  of  India  until  the  next  budget  is 
out,  and  sums  allocated  to  the  provincial  govemnients 
and  other  objects  ? — Tes.  ., 

67.  Then  how  does  that  balance  become  trans- 
ferred to  England  r  I  suppose  by  the  over- sales  of 
council  drafts,  because  before  the  allocation  is  mad.e 
a  good  deal  of  the  balance  is  here  ?  -  .    . 

68.  {Chairman.)  I  think  I  must  interrupt,  because 
I  think  we  are  getting  on  to  rather  a  different  point 
from  what  we  were  on.  (Tq  the  witness.)  Ifoy  I  put 
my  question  to  you  differently  ?  If  I  understand  rightly 
what  you  have  said  now,  it  is  that  the  amount  of  the 
actual  unallocated  surplus  is  reduced  by  these  grant's 
to  provincial  go viernmeiits,  which' are  in  effect  power 
to  draw  ? — -Tes.  , 

69.  But  the  actual  cash  is  not  reduced,  because  the 
power  to  di-aw  is  niot  immediately  exercised  ? — I  ooxu^ 
not  possibly  better  that.  That  is  exactly  the  fact,  and 
I  drew  your  attention  to  it  merely  because  anyone 
looking  at  the  figures  of  the  rather  moderate  surpluses 
which  are  declared  by  the  Government  of  India  jnlgM 
be  astonished  to  &id  that  there  are  such  very  big 
oash  surpluses  and  cash  balances.  Now  I  think  from 
what  you  have  said  it  is  clear  that  there  is  no  ttiystery 
about  that.  '  • 

70.  That  is  one  reason,  I  iinderstand  you  to  say,  for 
the  large  balances'  there  have  been  in  recent  years  ? — 
It  is  one  and  the  most  important  reason.  May.  I, 
before  going  on  frOm  that,  draw  your  attention  to'oiife 
statenient ;  I  think  it  is  Statement  E  in  Appendix  II.  P 

71.  That  is  the  stateiuent  headed  "  Net  revenue  and 
"  expenditure  of  the  Government  of  India  (excluding 
"  provincial  adjustments)"  on  page  81  ? — Tes.  Ton  will 
see  why  I  put  in  the  title  of  that  statement,  "  Excluding 
provincial  adjustnjents  ";  it  is  to  bring  out  the  fact  that 
you  were  just  mentioning.  Tou  will  see  in  l^OS-rlO 
there  was  nothing  very  extraordinary;  I  mean  thai 
there  was  an  excess  oi  a  million  and  a  half  in  the 
surplus.  Then  you  get  to  1910-1,  in  which  there 
w'as  an  excess  of  six  million  pounds  odd — a  little  pv3r 
six  million  pounds  in  the  surplus  ; .  in  1911-2,  you  get 
5,800,000^,,  and  in  1912-3  you  get,  roughly,  seven 
a,nd'a  half  million  pounds  excess  of  the  realise'd  sixr- 
plus  over  the  budget  surplus.  In  the  next  eolunin 
you  will  notice  that 'I  have  added  up  ,the  excesses  of 
the  four  years  mentioiied,  and  you  will  see  that  they 
have  amounted  to  20  million  pounds  sterling.  When 
you  have  a  divergence^  lietween  the  budget  estimate 
and  the  actual  results  of  that  magnitude,  I  think-  you 
wijl  see  that  it  is  a  .Uttle  difficult  to  keep,  joxp:  baJance 
at  any  particular  sum  wjdch  you  have  set  bef or^ 
yourself  as  the  ideal  sum  for  your  balance;  Before" 
passing  from  the  revenue  account  I  should  like  to  say 
that  to  a  great  extent  the  divergencies  have  been  due 
to  the  position  of  opium.  Do  you  care  to  go  into  any 
details  of  that  sort  P  ^ 

'  72!  No,  ifyouwilltell  me  very  briefly  this  :  Are  thps^  [ 
disturbances  which  are  likely  to  recur,  or  are  they  due 
to  special  circumstances  ?— In  the  future  ?  '■ 

73.  Are  they  likely  to  recm-  in  the  future  ?— No^ 
I  am  afraid, 'as  far  as  one  can  gather,  that  the  opium 
trade  between  India  and  China  is  quite  dead.  Of  coiirse, 
that  must  not  betaken  "as  a,  statement  of  policy.'but 
as  fer  as  I,  as  an  outsider  in  the  matter,  can  jizdge- 

74'  As  a  financial  estimate?  —  As  a  fihaiicial 
estimate,  yes. 

76;  Theiiyou  attribute  the  high  balances  in  these 
recent  years  in  part  to  these  unexpected  sxu-pluses,  or 
lai-gely  to  these  unexpected  surpluses  P-r-Tes. 

76.  And  the  surpluses  themselves  largely  to  the 
peculiai^  circumstances  connected  with  the  opium 
trade  in  those  years  ?— Tes.     That  is  the  first  head  of 
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my,  reply  to^grour  question.  Thenif  you  ,,care  to  look 
through, ;fch.e  figures,  you  will  notice. that  in  some 
years  ,  the  whole  expenditure  on  railways  was  very 
much  Iqss  than  had  been  provided  for.  Although  I  do 
not  want  to-  ask  you  to  linger  over  details,  I  would  just 
4raw  ygur  attention  to  the  ye^r  1909-10,  for  example,,  in 
Itftt^ement  A  in  Appendix  II.  on  page  69.  Tou  will  notice 
that,  the  Railway  and  irrigation  authorities  underspent 
,their  grants  in  1909-10  roughly  by  a  million  ajid  a 
half,,  if  you  look  under  head  9.  Then  if  you  turn  to 
the  correspondiug  figure  in  1910-1  over  on  the  next 
■  P^ge  you  will  see  something  still  more  striking ;  you 
will  see  !jTo.  9  :  "Capital  outlay  on  railways  and  irriga- 
tion yorks,"  and  if  you  look  at,  the  last  figures  in  the 
column  you  will  see  the  total  decrease  of  actuals  as 
compared  with  budget  rose  to  the  remarkable  figure 
of  Jour  million  pounds.  Those  failures  to  spend  the 
amount  which  is  provided  for  capital  expenditure  add 
to  the  diffioyilty  of  keeping  one's  balance  at  exactly  any 
figure  that  one,  had  aimed  at,  more  especially  because 
the  probability  of  their  occurring  is  only  known  either 
^  the  ^  Government  of  In^ig,  in  India  or  to  the 
Secretary  of  State  here  quite  a  short  time  before  the 
end  of  the  year.  From,  your  .Treasury  experience  I 
am  sure  you  will  understand  that  when  a  spending 
department  fails  to  spend,  it  probably,  dges  not  find 
put  that  it  is  going  to  fajl  to  spend  .untjl  quite  late  on  in 
%e 'financial- year.  That,  I  think,  is  the  next  niost 
.ynportant  pause  after  the  revenue,  sui-pluses.  Then 
there  are  certain,  I  think, accidental,  facts,  During  a 
certain  period,  which  is  included  within,  the  last  five 
yep,rs,the!rewere  some  windfalls  mainly  in  this  very  large 
opium  revenue,  and  it  was  decided,  and  I  think  very 
wisely  decided,  to,  hold  them  up  in  order  that  from 
jhem  the  Secretary  of  State  might,  ,'meet  Qertaiu  ^ery 
^eavy  capital  liabilities  which  he  had  to  meet  at  specified 
times,  but  not  immediately.  I  think  perhaps  it  is  worth 
while  looking  at  despatch,  dated.  23fd  December  1910 
from  Secretary-of  State  fpr  India  to  Government,  of 
India,  No.  147,  in  Appendix  II.  on  pp.  65-6 — The  .Secre- 
tary o|  .Statei  there  sets  forth  this  veiy  formidable  list  of 
Hiaturing  obligations  which  he  had  to  meet,  amounting 
iui^,.  as  you--wiIl  see,  ,to  13,94Si,,500l.  in  a  short 
fl.umber.of  years,  £tnd- then  ,h!5.  explains  that,  certain 
money  which,  he  .has  decided  ..to  ,sgil  apa,rt ;  for  .ihe 
Reduction  .qf, ,  debt  ..sjiajl,  ■  he ,  applied  towards  nieeting 
these  pa^iculp-i?  obligation^;  but  I  ^Jiirik  you  will, see 
)bjiei;e  a-re  good  .reasons  for  ..h^ginfliuig  the .  .ej^penditure 
.^^ilt%a£  mon^y  in  the  year  .1,9:1^-3  though  the  despatch 
was  written  in  1910.  The  tioldiag  up  of  that  money 
for  that  period  naturally  made  the  balancCB  rather 
high ;  I  mean  it  was  a  contributory  cause  to  an 
increase  of  balances.  ,,    , 

.  -  .  77.  Gener^ly  speaking,  your  evidence  comes  to  this, 
that  these  baJbnces  were  abnormally  high  in  part  owing 
to  certain  proposals  for  reducing  debt — paying  ofE  debt 
— and  mainly  owing  to  accidental  causes  which  could 
not  have  been  foreseen  ? — I  think  that  is  so,  yes — well, 
causes  which  I  should  say  were  not  foreseen.  ■  Of 
course,  it  is  very  undesirable  in  a  matter  of  this,  kind 
to  distinguish  between  the  Secretary  of  State  and  the 
Government  of  India.  I  mean  in  a  sense  they  are  one, 
but  perhaps  it  would  prevent  or  minimise  misunder- 
standing if  I  explained  that  when  the  Secretary  of 
State  forms  his,  budget  for  the  year  he  relies  entirely 
on  the  Government  of  India  for  an  estimate  of  revenue. 
If  the  Government  of  IJidia  sa;ys- "  We  estimate  the 
opium  revenue  at  so  much," ,  the.  Secretary  of  State 
does  not  question  it.  I  think  you  wil-  probably  agree 
that  he  is  wise  in  not  questioning  it;  so  that  what  I 
should  say,  and  I  think  it  is  an  accur&,te  statement, 
iA  that  these  excesses  of  revenue  were  not  foreseen  by 
the  highly  responsible  and  capable  officers  of  the 
Government  of  India  who  prepare  the  Budget.  It  is 
probable  that  they  could  not  be  foreseen.  Tou  know 
fiiat  in  prepatmg  a  biidget  one's  personality  does  play 
a,  very  considerable  part. 

78.  That  issufficient  for  my  pm-pose  at  the  moment. 
I  understand  from  that  that  the  balances  were  not 
laised  to  this  amount  of  set  purpose  P-r-No. 
J      79.  But  were  brought  to  it. by  accidental  causes 
^hichhad  not  been  foreseen  ?—Tes.    I  ought  to  say 


that  so  far  as  .money  was  kept  in  the  .balaince  from 
say,  the  end  of  191,0  to  some  time  6iarly  in  1912  in  order 
to  be  used  then  for  paying  off  debt,  to  that  extent  it 
was  voluntary  and  deliberate,  and  for  reasons,  and  I 
think  adequate  reasons,  which  are  set  forth  in  this 
despatch  of  Lprd  Crewe's  of  December  .1910,  but 
except  for  that,  as  you  say,  the  high  balances .  were 
involuntary. 

80.  As  regards  the  division  of  the  balances  between 
India  and  London,  what  determines  the  amount  of  the 
balance  which  is  kept  in  India  ;  I  mean  the  proportion 
of  the  balance  ? — There,  again,  I  think  Mr.  GiUan  will 
agree  with  me,  but  of  course  he  may  wish  to  correct 
me.  The  Secretary  of  State,  in  making  his  budget, 
which  involves,  among  other  things,  drawing  money  from 
India,  says  to  the  Government  of  India,  "  How  much 
can  you  spare  ?  "  because,  of  course,  you  would  never 
dream  of  drawing  from  India  more  than  the  Govern- 
ment of  India  could  spare  j  but  I  fancy  that  of  late 
years  the  Government  of  India  have,  and,  as  far  as  I 
can  judge,  very  wisely,  rather  raised  their  estimate  of 
reqtiirements.  I  fancy  that  Sir  James  Westland,  who 
was  a  very  eminent  Comptroller-General,  used  to  be 
very  proud  of  being  able  to  say,  "  I  can  work  the  busi- 
■'  ness  of  the  Government  of  India  on  eight  crores  of 
",  rupees,  at  any  late  as  a  minimum,"  which  comes  to 
between  five  and  six  million  pounds  sterling.  Nowa- 
days I  think  the  Government  of  India  always  say  to 
the  Secretary  of  State,  "  Tou  must  leave  us  a  closing 
balance  of  twelve  and  a  half  millions  or  thereabouts," 
and  the  Secretary  of  State  has  always  accepted  that ; 
it  is  the  kind  of  thing  he  would  never  question.'  If  one 
saysi  '*.What  is  it  based. on.?  "I  can  only  say  that  I 
presume' it  is  i^ased  on  actual  experience.  In  some  of 
those  papers  you  will  notice  a  discussion  of  -  the  ?Qrt 
of  experience  upon  which  an  estimate  of  the  balance 
required  can  be  fairly  based.  In  one  of  Sir  James 
"Westland's  papers  you  will  see  that  (pp.  42-^7). 

81;  Speaking  generally,  do  I  understand  that -you 
keep  in' India  what  the  Goyerninent  of  India  consider 
a  reasonable  minimum  balance? — I  do  not  know 
whethel-  "a  reasonable  minimum"  -quite  hits  it  oif. 
I  should  say  "a. reascmable  balance."  I  mean  I  would 
not-  think- it  is  right,iif  I  may  use  the  expression,  to 
cut  the  Government ,  of  India  to  the  boiife — ^to  bring 
down  their  balances  to  such  an  extent  that  there  would 
be  a  danger  of  inconvenience  to  them.  I  should  s.a.y 
"a  reasonable  balance"  rather  than ' "^ a;-b:eas6iiable 
minimum  balance.'"      ■     - 

82.  But  substantially  you  keep  as  much  of  the 
balance  as  you  can  in  London  ?■. — No,  we  do  not  keep 
as  much  as  we  can  in  London.  That  really  is  a  very 
important  distinction.  We  bring  to  London  as  much 
as  we  can  without  inconvenience  to  the  Government 
of  India,  not  in  order  to  keep  it  there,  but  in  order  to 
spend  it  there,  and  I  think  you  will  see  that  it  is  very 
important  to  distinguish  between  those  two  things. 
Supposing  that  in  a  certain  year  the  Secretary  of  State 
decided  that  he  could  briiig  over  two  million  pounds 
more  than  someone  else  thought  that  he  might  bring 
over,  the  effect  of  Ms  doing  that,  if  he  conducted,  his 
affairs  in  the  way  in  which  Secf feta'ries  of  State  usually 
do,  wotdd  hot  be  that  he  would  end  the  year  with 
two  million  pounds  more  inonfey,  but  probably  that 
he  would  end  the  year  having  either'  borrowed  two 
million  pounds  less  for  his  new  railways,  or  having 
paid  off  two  million  pounds  of  temporary  debt,  til- 
something  of  that  sOrt.  I' am  very  anxious,  if  I  may 
say  so,  more  especially  in  view  of  a  good  deal  of  mis- 
understs,nding  that  has  arisen,  to  emphasise  the 
difference  between  bringing  over  as  much  as  the 
Government  of  India  can  spai"e  and  keeping  in  London 
as  much  as  they  can  spare.  I  think  I  have  made  the 
difference  clear.  •     ■ 

83.  Tthink  I  understand.  Is  this  correct :  That  you 
keep  what  is  considered  by  the  Indian  Government  a 
reasonable  balance  in  India? — Tes. 

>      -  .        .  .  ■.  r       ,     1 

84.  That  you  tiansi^er  everything,  over  that  figure 
to  Louden ;  but,  that  by  the  end  of  ,t^?  year,  sut)3eQ.t  to 
suph  contingencies  as  you  have  described  to.us  a  little 
earlier,  you  expect  only  to  have  a  reasonably  balance  in 
London  also  P — That  is  ao, 

A  i 
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85.  Having  employed  the  other  money  transferred 
to  London  from  India  in  the  interval  on  behalf  of  India 
in  place  of  fresh  borrowing  ? — Tea. 

86.  In  paragraph  13  of  Appendix  I.  you  speak  of 
alternative  possible  methods  of  dealing  with  Grovem- 
ment  balances  in  India.  The  first  you  say  would  be  to 
increase,  either  with  or  without  interest,  the  amounts 
placed  with  the  Presidency  banks  ? — ^Tes. 

87.  I  gathered  you  are  not  in  favour  of  that  course  ? 
• — I  would  not  quite  accept  that ;  and  before  I  speak 
about  this  may  I  say  what  I  think  will  be  clear  to  you, 
that  although  I  come  as  a  representative  of  the 
Secretary  of  State,  what  I  say  is  not  to  be  taken  as  an 
authoritative  statement  of  his  policy  ?  Lord  Orewe  has 
very  kindly  allowed  me  a  certain  latitude  in  putting  my 
own  opinion,  so  long  as  I  do  it  with  discretion,  on  some 
points  which  are  necessarily  matters  of  opinion. 

88.  We  wiU  take  your  opinion  in  this  matter  as  the 
opinion  of  a  person  of  great  experience? — It  is  very 
kind  of  you.  As  regards  lending  to  the  Presidency 
banks,  the  important  question  is  whether  they  are 
strong  eno\igh  to  be  recipients  of  much  larger  sums 
of  money  than  they  now  hold.  I  should  like  to  say 
that  I  have  no  clear  opinion  upon  that  subject  myself. 
I  think  it  is  a  question  of  the  most  enormous  difficulty 
to  say  at  what  stage  it  becomes  unsafe  for  a  very  big 
customer  or  depositor  with  a  bank  to  increase  his 
deposit  with  that  bank.  I  was  anxious,  though  I  do 
not  profess  to  give  exhaustive  figures,  just  to  give  you 
some  figures  which  might  be  helpful  to  you.  I  am 
departing,  I  may  say,  a  little  from  the  order  in  which 
that  memorandum  was  vmtten,  but  I  think  this  oral 
order  is  a  little  more  logical.  If  you  look  at  these 
figures,  which  are  given  in  paragraph  15  (2)  of 
Appendix  I.,  you  will  notice  that  the  percentage 
of  government  deposits,  both  to  cash  and  to  capital 
reserve,  are  much  higher — may  I  put  it  in  this  way 
— than  you  would  expect  the  percentage  of  any  one 
customer  of  a  bank  would  be  in  this  country.  At 
least,  I  think  most  bankers  would  be  rather  surprised 
to  find  in  this  coimtry  that  they  owed  a  particular 
depositor  say  30  or  56  per  cent,  (to  quote  figures  which 
I  notice)  of  their  total  cash ;  but  though  I  think  those 
figures  ought  to  be  borne  in  mind,  I  do  not  say  that  they 
are  conclusive.  I  feel  really  very  much  my  incapacity 
to  form  a  veiy  definite  opinion  upon  the  subject. 
I  would  di-aw  your  attention  in  passing  to  the  middle 
column,  "  Bank  of  Madras,  1911,  March."  If  you  will 
notice  the  figure  there,  the  percentage  of  government 
deposits  to  cash  is  121  per  cent.  I  think  that  at  that 
particular  time  it  would  not  have  been  a  good  thing  to 
lend  more  government  money  to  the  Bank  of  Madras  : 
but  I  merely  mention  this  as  one  of  the  subjects  which 
would  have  to  be  considered  and  about  which  a  con- 
clusion would  have  to  be  reached  before  the  Government 
placed  large  additional  sums,  especially  without  security, 
with  the  Presidency  banks.  Then  if  that  question  is 
settled,  I  mean  if  it  is  considered  that  large  additional 
sums  may  be  placed  with  the  Presidency  banks,  then  I 
was  rather  interested,  and  I  have  ventured  to  go  beyond 
what  has  ever  been  said  in  the  India  Office  upon  the 
matter,  in  regard  to  what  should  be  the  source  from 
which  the  money  shoidd  be  provided,  and  suggested 
that  the  source  should  be  the  paper  currency  reserve. 

89.  We  will  not  open  that  question  just  now.  I 
understand  that  you  do  not  wish  to  express  a  decided 
opinion  as  to  increasing  deposits  with  the  Presidency 
banks,  either  for  yourself  or  for  the  Secretary  of 
State  ? — No,  I  think  it  is  eminently  a  question  which 
wants  very  full  consideration,  much  fuller  consider- 
ation than  has  been  of  recent  times  given  to  it  in  the 
India  Office. 

90.  Has  it  been  proposed  to  you  firom  any  respon- 
sible source  ? — I  do  not  think  so.  Of  course,  we  are 
very  often  in  communication  with  the  Government  of 
Inia  on  this  question,  and  we  note  their  statements  and 
their  replies,  and  naturally  we  are  very  much  influenced 
by  their  views  upon  such  matters.  I  think  I  might 
draw  your  attention  to  what  the  Government  of  India 
said  quite  recently  in  this  Memorandum  on  India 
Office  balances ;  it  is  a  paper  which  we  presented 
to  Parliament.*  We  mention  there  that  on  Sep- 
"  '  "  Cd.  6619. 


tember  18th,  1911,  when  the  Financial  Member  of 
the  Government  of  India  was  asked  at  a  meeting  of 
the  council — ^the  question  did  not  directly  raise  the 
making  of  loans  to  the  Presidency  banks,  but  I  think 
you  will  find  that  the  answer  did — whether  the  Govern- 
ment would  lend  to  the  money  markets  of  India  when 
their  balances  were  high,  he  said  :  "  The  Government 
'•  of  India  leave  considerable  sums  out  of  their  Indian 
'  cash  balances  on  deposit  with  the  Presidency  banks. 
"  They  do  not  consider  it  advisable  to  make  a  practice 
"  of  lending  to  the  money  markets  in  India  in  any 
"  other  manner  or  to  any  larger  extent."  Of  course, 
the  Govei-nment  of  India  is  the  most  authoritative  and 
responsible  adviser  for  the  Secretary  of  State  in  such 
matters. 

91.  That  is  a  strong  expression  of  opinion  against 
it ;  you  have  had  no  strong  expression  of  opinion  in 
its  favour  ? — Well,  the  newspapers  are  very  full  of  it, 
and  a  good  many  individuals,  to  whose  opinions  I 
should  attach  much  importance,  have  often  said  to  me 
that  we  ought  to  do  something  in  that  way. 

92.  Perhaps  we  had  betier  wait  until  we  have  one 
of  those  witnesses  before  us  ? — I  wanted  at  some  time 
to  mention,  because  I  think  it  will  be  useful  to  you,  a 
further  expression  of  opinion  from  the  Government  of 
India  on  a  similar  question. 

93.  Please  do  so  now  ? — In  a  telegram,  which  is 
long,  and  with  the  greater  part  of  which  I  will  not 
bother  you,  the  Government  of  India  say  to  the  Secre- 
tary of  State,  "  In  addition  we  would  remark  that,  while 
'•  we  are  ready  when  money  is  required  owing  to  quite 
"  exceptional  market  stringency  to  make  advances  to 
"  Presidency  banks,  we  have  for  five  or  six  years  past 
"  received  no  request  for  loans  of  this  kind." 

94.  (Mr.  Keynes.)  What  is  the  date  of  that  ?— That 
is  22nd  January  1913.  Then  dealing  at  the  end  of 
this  telegram  with  a  large  number  of  questions  which 
were  discussed — -I  think,  perhaps,  at  some  time,  I  might 
read  the  whole  of  it,  but  I  do  not  want  to  take  up  your 
time  now 

95.  (Chairman.)  Can  we  have  it  before  us*  ? — It  says  : 
"  On  the  points  put  to  us,  we  think  that  although 
"  improvements  may  be  from  time  to  time  suggested  by 
■'  experience,  the  practice  now  obtaining  is  generally 
"  sound,  and  having  regard  to  the  absence  of  complaints 
"  over  a  long  series  of  years  that  responsible  opinion 
"  in  this  country  is  in  agreement  with  us."  That 
rather  emphasises  what  I  read  from  the  memorandum, 
but  it  is  a  little  more  explicit,  and  I  thought  it  was 
worth  mentioning  it. 

96.  I  gather  that  you  would  not  suggest  lending 
to  any  other  banks  in  India?  —  On  that  question 
again  I  have  to  plead  that  my  information  is  rather 
incomplete.  Tou  will  notice  that  in  the  information 
I  gave  you  about  minor  banks  the  figures  were  all 
lumped  together;  20  banks  vrith  a  capital  of  so  much, 
and  deposits  of  so  much.  The  reason  I  gave  them  to  you 
in  that  not  very  good  form  was  that  the  documents 
from  India  did  not  enable  me  to  give  it  to  you 
in  greater  detail.  I  dare  say  it  may  be  worth 
inquiring  from  Indian  witnesses  whether  among 
the  other  banks  in  India  there  may  be  some  who  would 
be  suitable  recipients  of  government  deposits.  I  do 
not  know.  I  would  suggest  that  that  is  a  point  upon 
which  Indian  experience  might  be  sought. 

97.  I  think  it, has  been  sugarested  that  you  might 
lend  money  to  firms  and  institutions  other  than  baiSa 
Do  you  wish  to  say  anything  about  that  proposal  P— 
I  would  only  Uke  to  say  this,  that  I  have  often  spoken 
about  it  with  commercial  men  and  others  who  have  a 
great  deal  of  knowledge  of  Indian  conditions,  and  most 
oi  them  have  thought  that  it  would  not  be  a  good  thing 
for  the  Government  to  lend  in  India  direct  to  com- 
mercial firms.  They  have  mostly  thought  it  would  be 
better  to  put  money  with  banks  and  then  let  the  banks 
have  the  duty  of  exercising  discrimination  and  have  the 
responsibility,  and  that  seems  to  me  to  be  common 
sense ;  but  otherwise  I  have  no  special  knowledge  of 
the  subject. 

98.  Tou  spoke  at  an  earlier  point  of  your  evidence 
of  the  possibility  of  establishing  a  central  bank,  and  I 
think  there  were  some  papers  which  you  ofEered  to  give 
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to  us  in  tkatlbonnection*  ? — Tes. 

99.  Do  you  think  that  the  establishmeut  of  a 
central  bani  would  largely  afEect  the  questions  of  the 
balances  kept  in  India?— That  is  a  very  difficult 
question,  for  this  reason.  Supposing  you  had  a  central 
bank  with  a  capital  consisting  of  an  amount  equal  to 
the  capital  of  the  present  Bank  of  Bengal  plus  ths 
capital  of  the  present  Banks  of  Madras  and  Bombay, 
of  course  you  would  have  no  stronger  body  to  deal 
with  than  you  have  in  the  three  separate  Presidency 
banks  now.  But  if  you  had  a  central  bank  with  a 
capital  of  the  amount  of  the  respective  capitals  of  the 
three  Presidency  banks  plus  four  or  five  million  pounds 
more,  then  you  would  be  in  a  better  position  to  lend 
money  to  the  banks;  and  these  rather  extraordinary 
percentages,  to  which  I  drew  your  attention,  would 
come  down  to  some  lower  level;  I  mean  those  per- 
centages in  paragraph  15  (2)  of  Appendix  I.  But  the 
important  fact  in  answering  this  question  seems  to 
me  to  be  that  whenever  a  question  of  increasing  the 
capital  of  the  Presidency  banks  has  come  up  (and  ic 
has  come  up  from  time  to  time)  the  Presidency  banks 
have  received  it,  I  was  going  to  say  tepidly,  btit  I  think, 
perhaps,  I  ought  rather  .to  say  frigidly.  I  have  some 
extracts  here,  but  I  do  not  think  it  is  worth  while 
troubling  you  with  them 

100.  I  am  not  now  asking  about  the  opinion  of  the 
Presidency  banks.  We  shall  probably  get  that  better 
from  the  representatives  of  those  banks  themselves.  I 
was  asking  for  your  opinion,  or  for  the  opinion  of  the 
Secretary  of  State  in  Council,  in  whichever  form  you 
like  to  give  it  to  me  ? — I  think  the  right  answer  is,  if  a 
central  btink  had  a  much  larger  capital  than  the 
respective  ,  capitals  of  the  three  banks,  it  would 
obviously  be  a  safer  banking  body  with  which  to  place 
large  sums  of  government  money;  but  that  answer 
is  almost  a  mere  formal  answer,  I  think,  unless  one 
adds  that  the  willingness  of  the  Presidency  banks  if 
amalgamated,  to  add  to  their  capital  is  very  doubtful. 

101.  In  the  meantime  the  Grovernmenl  of  India  does 
a  great  deal  of  banking  business  itself  ? — Do  you  mean 
in  exchange  business .'' 

102.  Exchange  business,  and,  apparently,  in  cpming 
to  the  aid  of  trade  or  the  money  market  in  times  of 
stringency,  and  in  a  number  of  different  ways  ? — I  think 
if  you  asked  Sir  James  Begbie  he  would  say  that  actually 
the  Govemment  of  India  does  extraordinarily  little  in 
coming  to  the  aid  of  the  money  market  in  times  of 
stringency.  In  the  telegram,  of  which  I  read  you 
an  extract,  the  Govemment  of  India  mention  that 
it  is  many  years  since  they  were  asked  to  grant  a 
loan  in  times  of  stringency,  and,  in  paragraph  10  of 

.  Appendix  I.,  I  give  a  list  (I  think  it  is  complete,  but  I 
am  not  sure)  of  occasions  upon  which  the  Govemment 
of  India  have  done  what  you  say,  and  the  lists  ends 
rather  remarkably  with  the  year  1906. 

103.  But  I  understand,  although  the  occasion  has 
not  arisen,  the  Govemment  would  be  perfectly  ready 
to  do  it  if  the  occasion  arose  again  ? — Tes,  quite  so ; 
but  the  occasions  do  arise  infrequently. 

104.  The  Government  of  India  does  a  great  deal  of 
business  which  the  Govemment  of  Great  Britain  would 
not  touch  ? — ^Tes. 

105.  In  putting  that  question  I  wish  you  to  under- 
stand that  it  is  a  question  ;  it  is  not  a  criticism  at  this 
stage.  I  am  merely  trying  to  get  at  your  view  of  the 
facts ." — Tes,  what  I  wanted  to  say  in  reply  to  that  is 
that  it  is  perhaps  not  strictly  accurate  to  describe  what 
you  have  just  mentioned  as  "  banking  business."  If 
the  owner  of  a  large  sum  of  money  feels  that  he  cannot 
employ  it  himself  and  puts  it  in  a  bank,  in  a  way  I  see 
what  you  mean  by  describing  it  as  "  banking  business," 
but  perhaps  that  is  not  the  exact  description  of  it. 

106.  "  Business  usually  done  by  bankers,"  would  that 
meet  your  view  ? — No.  Supposing  that  any  of  us  were 
fortunate  enough  to  have  5,000,000Z.  at  our  disposal, 
and  we  paid  it  into  a  bank,  which  is  what  the  Govem- 
ment of  India  does  in  these  circumstances  you  describe, 
that  is  not  banking  business.  As  a  matter  of  fact, 
it  facilitates  the  operations  of  banking  as  carried  out 

Jjy  bankers,  but  it  is  what  I  should  call  rather  the 
customer's  business  than  the  banker's  business  to  pay 
'  '     *  See  Appendix  XV.,  page  355.  '■ 


the  money  into  the  bank. 

107.  As  regards  the  India  Office  balances,  you  have 
already  told  me  that  you  aim  to  keep  them  low  at  the 
end  of  each  year,  working  them  down  at  the  end  of  each 
year  to  what  you  consider  a  reasonable  figure  ? — Tes, 
which  figure  would  vary  to  some  extent  with  the  year, 
but  not  very  nmoli. 

108.  And  is  regulated  by  the  experience  you  liave 
of  the  average  needs  ? — Tes.  One  might  put  if;  a 
little  more  strongly.  One  knOws  really  in  Marcli, 
what  one  will  have  to  spend  in  April;  at  least  oiio 
knows  to  a  very  great  extent,  and  you  will  find  when 
you  come  to  Mr.  Badock's  figures*  that  actually  in  the 
first  days  of  April  we  do  have  to  spend  enormous  sums 
of  money  ;  so  that  that  is  the  governing  consideration 
in  fixing  this  balance  at  the  31st  of  March. 

109.  How  far  do  the  gold  standard  and  paper 
currency  reserves  affect  the  amount  of  the  India  Office 
balance  ? — I  should  say  that  they  do  not  really  affect 
it  at  all.  Of  course,  certain  sums  pass  through 
the  India  Office  balances  on  their  way  to  the  gold 
standard  reserve  or  the  paper  currency  reserve,  but  it 
is  a  mere  passing  through.  I  do  not  know  if  you  have 
this  in  your  mind,  that  in  the  same  way  as  we  lend  our 
India  Office  balance  proper  we  usually  have  a  million 
pounds  on  account  of  the  gold  standard  reserve  lent  to 
approved  borrowers,  but,  subject  to  that,  I  should  say 
that  those  reserves  which  you  mentioned  are  quite 
distinct  from  the  India  Office  balance. 

110.  With  regard  to  council  bills  and  transfers, 
when  did  the  practice  of  selling  council  bills  and 
transfei's  begin  ? — I  think  it  was  1862.  I  have  not 
myself  looked  into  the  old  papers,  but  I  am  assured 
that  that  was  the  case. 

111.  I  understand  that  you  do  not  propose  to  give 
details  of  these  transactions,  and  that  they  will  be 
given  by  Mr.  Newmarch  of  the  India  Officef  ? — Tes,  of 
course  it  is  difficult  sometimes  to  distinguish  between 
details  and  principles,  but  I  do  propose  to  give  that 
sort  of  information  on  the  subject  which  is  contained 
in  the  prints  that  I  have  already  submitted. 

112.  Perhaps  you  can  tell  us  within  what  limits  the 
Secretary  of  State  is  willing  to  sell  bills  ? — Limits  of 
price,  I  think  you  mean. 

113.  I  mean  both.  I  meant,  in  the  first  place, 
limits    of    amount  ? — The    general    practice    of    the 

'  Secretary  of  State  as  regards  the  amount  is  to  sell 
freely ;  that  is  to  say,  so  long  as  the  Govemment 
of  India  could  meet  the  bills  without  inconvenience  to 
themselves,  the  Secretary  of  State  would  sell  to 
applicants,  subject  to  this :  when  the  demand  was 
large  he  would  like  to  get  a  good  price  for  them,  and 
he  would  be  specially  anxious  to  do  that  because, 
unless  he  raises  the  price,  and,  possibly  by  so  doing 
reduces  the  amount,  at  times  of  pressure,  therp  is  no 
probability,  or  no  great  probability,  of  large  amounts 
of  gold  going  to  India.  I  do  not  know  whether  you 
have  followed  the*'competition  between  gold  going  to 
India  and  the  sales  of  council  bills ;  it  is  a  somewhat 
technical  subject. 

114.  YoxL  must  assume,  please,  that  I  do  not  come 
here  equipped — ^that  I  have  to  get  my  knowledge 
here  ? — ^Perhaps  I  had  better  say  a  word  about  that. 
When,  let  us  say,  an  exchange  banker  has  to  provide, 
or,  as  he  always  says,  "  lay  down  "  a  certain  sum  of 
money  in  India,  there  are  various  ways  in  which  he 
can  do  it.  One  way  is  to  buy  a  bill  or  telegraphic 
transfer  from  the  Secretary  of  State.  Then  he  pays 
the  money  to  us,  we  telegraph  out,  or  we  send  out  the 
bill,  and  the  representative  of  the  purchaser  receives 
from  the  Govemment  of  India  such  and  such  money 
in  rupees.  The  alternative  system,  or  the  alternative 
open  to  the  purchaser,  is  to  take  sovereigns,  either 
from  Australia,  or  from  the  Bank  of  England,  or  from 
Egypt,  wherever  he  can  get  them,  and  to  send  them 
to  the  Government  of  India,  and  get  rupees  ia  exchange 
for  them,  and  he  gets  them  then  at  a  fixed  price. 
There  are  15  rupees  issued  for  each  sovereign,  which 
is  Is.  4sd.  per  rapee.  Of  course  one  cannot  speak 
definitely  about  costs,  because  costs  are  continually 
changing,  but  it  costs,  I  should  say,  one-eighth  of  a 

*  See  Appendix  XI.,  page  320. 
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penny  to  send  to  India  the  part  of  a  sovereign  whiclx  is 
equivalent  to  a  rupee.  I  mean  a  man  who  was  sending 
out  sovei-eigns  would  probably  have  to  pay  in  gross  (in- 
cluding interest)  the  equivalent  of  Is.  4-id.  per  rupee,  so 
that  if  the  Secretary  of  State  were  always  selling  his  bills 
very  freely  and  in  large  quantities  no  one  would  ever 
send  out  sovereigns,  or  very  few  people  would  send 
out  sovereigns  for  currency  p^uposes,  or  for  exchange 
purposes,  and  the  Secretary  of  State  has  to  try  so  to 
sell  his  bills  as  not  to  interfere  with  the  flow  of  gold 
to  India  to  a  reasonable  amount.  I  do  not  know 
whether  I  have  made  that  clear  ? 

115.  I  am  nob  sure  that  I  entirely  follow  what  in 
practice  that  amounts  to.  I  said  :  What  are  the  rules 
with  regard  to  the  sale  of  these  bills ;  to  what  extent 
is  the  Secretary  of  State  willing  to  sell  ?  Is  the 
answer:'  To  such  an  extent  as  does  not  prevent  the 
reasonable  flow  of  gold  to  India  ? — -I  say  that  is  one 
of  the  conditions  to  which  he  has  regard  in  fixing,  the 
actual  amount  of  his  sales  from  time  to  time.  That  is 
not  the  only  condition,  but  that  is  one  of  considerable 
importance,  which  I  mentioned  here  more  especially, 
because  some  critics  have  imputed  to  the  Secretary  of 
State  principles  which  he  does  not  hold,  and  which  he 
does  not  follow  in  this  particular  matter.  But  I  should 
say  then,  if  I  have  made  clear  the  point  about  the  compe- 
tition between  gold  and  bills,  that  the  Secretary  of 
State  generally  sells  freely,  so  as  to  meet  the  demands 
of  trade,  subject  to  not  interfering  unduly  with  gold 
going  to  India,  and  causing  no  inconvenience  to  the 
Grovernment  of  India,  who  have  to  pay  these  bills  ; 
and  also  —  this  comes  to  the  other  part  of  your 
question — subject  to  not  selling  at  a  lower  price  than 
Is.  3-|f  d.  per  rupee,  and  I  ought  to  mention,  to  make  it 
complete,  that  he  has  given  an  undertaking  to  sell, 
without  limit,  bUls  at  the  price  of  Is.  4^^.  per  rupee. 

116.  Then  the  amount  of  his  sales  is  regulated  not 
by  the  amount  of  his  own  requirements,  but  by  the 
amount  of  the  trade  requirements  of  India  ? — I  think 
that  is  about  90  per  cent,  true,  if  I  may  put  it  so.  I 
mean  when  an  estimate  is  drawn  up  of  what  will  be 
sold  in  the  course  of  the  year,  his  own  requirements 
are  what  are  mainly  considered  in  drawing  up  the 
estimate,  and  I  think,  to  some  extent,  at  some  periods 
of  the  year,  the  attempt  is  made,  to  make  the. actual 
transactions  conform  to  the  estimate;  but  I  do  not 
think  it  is  a  very  vigorous  attempt,  and  supposing  one 
finds,  as  the  year  goes  on,  that  the  Government  of 
India  can  meet  bills  freely,  and  that  there  is  a  very 
great  trade  demand  for ,  bills,  and  at  the  same  time 
there  is  a  suflB.cient  amoimt  of  gold  held  by  the 
Government  of  India,  so  that  people  cannot  say  that 
the  internal  circulation  of  gold  is  being  starved,  then' 
the  Secretary  of  State  would  sell  freely,  and  would 
gradually  come  to  be  guided  by  the  trade  requirements, 
rather  than  by  his  own  requirements  for  expenditure. 

117.  The  governing  fac'tor  would  not,  in  that  case, 
be  tlie  amount  which  he  had  to  transfer  from  India  to 
England  ?. — No,  as  the  year  went  on,  he  would  gradually," 
■towards  the  end  of  the  year,  which  is  the  busy  season 
of  the  year,  be  guided  by  the  other  considerations 
which  have  been  mentioned. 

118;  Then  do  you  think  that  that  is  business  which 
might  fairly  be  caUed  banking  business  ? — Tes.  When 
you  asked  whether  the  Government  of  India  did 
banking  business,  your  question  came  at  a  moment 
when  you  were  discussing  what  you  may  caU  the 
deposit  side  of  banking  business,  and  I  think  my 
answer  was  that  I  did  not  think  that  the  Government 
of  India  did  much  of  that  kind  of  banking  business,  but 
that  they  do  do  .exchange  banking  business ;  so  that  my 
answer -to  your  present  question  is  in  the  a;ffirmative. 

119  Would  you  see  any  advantage  in  transferring 
that  business  to  a  bank,  or  to  a  grea±  central  bank, 
if  they  were  able  to  take  it? — I  hope  later  on,  if 
you  -wish  to  hear  me  on  the  subject  of  a  bank,  to 
deal  with  that  question  more  systematically,  but  perhaps 
I  may  say  this  at  this  stage,  that  although ,  thfe 
Secretary  of  State  has  never  considered  the  matter,  and 
indeed  when  considering  the  question  of  a  big  central 
bank  has  always  left  the  exchange  question,  I  mean  the 
question  of  transferring  exchange  business  to  such  a 
bank,  out  of  consideration,  still  I  personally  see  some 


advantages  in  letting  business  of  this  sort  be  done  by 
a  bank,  subject— and  I  want  to  say  this  at  the  earliest 
possible  moment,  so  as  not  to  give  rise  to  any  mis- 
understanding— to  a  very  large  degree  of  government 
co-operation  and  control,  which  I  think  would  be 
necessary  before  such  business  could  be  entrusted  to  a 
bank. 

120.  If  it  can  be  done,  do  I  gather  that  you  would 
think  it  desirable  to  do  it  ?^0n  the  whole  I  rather  like 
the  idea.  Whether  the  Secretary  of  State  would  like 
it  I  cannot  say,  but  I  have  made  clear  to  what  extent 
I  am  speaking  of  my  own  opinion. 

121:  (Lord  Faber.)  There  are  a  few  questions  which 
I  should  like  to  ask  you.  Some  of  them  are  no  doubt 
due  to  my  ignorance.  Ton  began  by  saying  that  India 
in  the  last  two  or  three  years  had  found  it  much  more 
difficult  to  borrow,  but  I  apprehend  that  that  does  not 
apply  to  India  alone.  That  is  general ;  all  gilt-edged 
stocks  have  fallen  ? — Certainly. 

122.  India's  credit  is  as  good  relatively  as  it  was  ? 
— I  am  the  last  person  in  the  world  to  wish  to  answer 
that  in  the  negative,  but  I  am  afraid  you  will  find  if 
you  compare  Indian  stocks  say  with  Colonial  stocks  or 
London  County  Council  stocks,  and  so  on  (which  I 
think  you  will  agree  is  a  fair  comparison),  that  India 
has  rather  gone  down.  My  recollection  is — but  this  is 
a  very  rough  observation — ^that  at  one  time  Indian 
stock  stood  about  half-way  between  London  County 
Council  stock  and  Local  Loans  stock,  all  being  3  per 
cent. 

123.  1  think  you  are  right  there.  My  impression 
is  (and,  of  course,  as  a  banker  one  comes  across  these 
things  very  frequently,  and  the  reason  of  them),  that 
by  the  treatment  which  was  meted  out  to  some  of 
these  railway  debenture  holders  when  they  were  paid 
off  under  the  Madras  Railway  arrangement,  for  in- 
stance, and  other  big  things  of  that  sort,  the  share- 
holders thought  they  had  been  hardly  dealt  with,  I 
do  not  say  unjustly  dealt  with,  but  hardly  dealt  with, 
and  that  rather,  perhaps,  hurt  Indian  credit ." —  Of 
course  you  only  put  this  in  incidentally,  but  would 
you  allow  me  to  say  that  I  do  not  think  that  is  the 
real  explanation.  I  should  be  very  sorry  to  raise 
contrdversyi  especially  on  things  that  are  unessential, 
but  I  do  venture  to  think  that  such  troubles  as  we 
have  had  -with  railway  companies  have  been  very 
amicably  settled,  that  any  grievances  have  been 
forgotten,  and  that  after  aU  these  transactions  to 
which  you  referred  had  taken  place,  India  stock 
stood  at  the  level  which  I,  mentioned,  half-way,  say, 
between  Coimty  Council  stock  and  Local  Loans 
stock ;  and  since  then,  when  no  new  rail  Way  con- 
troversies have  arisen,  India  stock  has  rather  gone 
down,  and  I  think  that  the  explanations  are  really 
fairly  obvious.  One  is  that  India  has  issued,  very 
large  amounts,  whereas  the  County  Council  has  thought 
fit  practically  to  stop  its  issues  of  stock,  and  the  other 
is  that,  as  is  notorious,  there  is  a  certain  amount  of 
uneasiness;  I  mean  people  read  about  the  sedition, 
and  so  on,  and  that  is  a  point  against  India  stock. 

124.  Then,  in  answer  to  our  Chairman,  you  rather 
astonished  me  by  saying  that  if  there  is  a  surplus  in 
the  budget  of  any  year  it  is  not  used  to  pay  ofE  debt, 
but  it  is  carried  forward,  I  conclude.  Do  you  not 
thmk  that  that  is  a  bad  principle  ?  At  home  we  always 
tiunk  that  it  is  a  safeguard,  as  I  think  Mr.  Austen 
Ohamberlam  wiU  teU  you,  that  a  ChanceUor  of  the 
Exchequer,  if  he  budgets  for  too  much,  cannot  take 
advantage  of  that  surplus,  and  therefore  a  ChanceUor 
of  the  Exchequer  has  no  reason  to  budget  for  more 
than  he  wants,  because  he  cannot  use  it  himself  Now 
here  you  budget  for  too  much,  and  it  is  apparently 
owmg  to  that  that  you  haye  these  big  balances  ?— Tes. 
As  a  matter  of  fact,  no  one  regrets  .more  ,than  I  -when 
there  are  striking  differences  between  budgets  and 
actual  results.,  I  mean  it  is  unfortunate  that  one 
cannot  foresee  the  future ;  but,  of  course,  the  circum- 
stances in  India  have  been  such  that  foresight  was 
reaUy  extremely  difficult,  if  not  impossible,  for  some 
years  past..  But,  as  regards  the  disposal  of  this 
unexpected  surplus,  which  was  the  main  object  of  your 
question,  if  in  a  certain  year  one  wants  six  millions  for 
capital  expenditure — I"  take    that    as  an  illustrative 
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figure^suppdliag  that  at  the  beginning  of  that  year 
you  find  that  you  have  an  unexpected  balance  of  four 
millipns  from  the  previous  year,  I  do  think  that  you 
wiU  agree,  on  turning  over  the  matter,  that  there  would 
be  no  great  advantage  in  first  of  all  spending  that  four 
millions  on  buying  up  and  paying  off  four  million 
pounds  worth  of  India  stock,  and  then  perhaps  a  week 
afterwards — I  put  an  extreme  case — issuing  six  millions 
in  India  stock.  -  The  neater  and  more  economical  way 
seems  to  be  to  use  your  four  million  pounds  for  capital 
purposes,  and  to  borrow  two  million  pounds. 

125.  Ton  mentioned  Lord  Northbrook's  fears  in 
1874,  I  think  it  was,  .and  you  read  to  us  certain 
strenuous  agreements  which  were  made  with  banks 
regarding  the  .government  deposits.  I  would  ask  you 
this  question :  In  time,  of  great  stress  do  you  think  an 
agreement  is  worth  anything  at  all'  if  the  cash  is  not 
there? — I  might  answer  that  question  rather  briefly, 
but  it  is  more  .courteous  to  put  the  real  facts,  I  think. 
The  Government  of  India  has,  I  think,  never  failed  to 
keep  with  the  Presidency  banks  the  full,  amount  which 
the  Presidency  banks  may  reasonably  expect.  What 
has  happened  from  time  to  time  .is  that  the  Presidency 
banks  have  wished  to  have  extra  amounts  kept  with 
them^  or  to  have  a  high  balance  which  existed  at  the 
moment  allowed  to  continue  for  a  long  time,  and  then 
differences  of.  opinion  have  arisen.  Tou  will  notice  in 
Lord  Northbrook's  instance  that  the  G-ovemment  of 
that  time  had  with  the  Bank  of  Bombay  one  million 
pounds  sterling,,  which  .was  much  more  than  the  bank 
could  expect,  and .  in  that,  instance  the  Government 
proposed  to  withdraw  350,000^.,  leaving  650,000Z.,  so 
that  the  demand  for  exceptional  treatment  was  on  the 
side  of  the  bank,  which  wanted  more  than  usual. 

{Lord  Faher.)  I  am  leather  alluding  to  such  an  instru- 
mient  as  an  agreement  with  a  banker.  I  speak  now  as 
a  banker ;  an  agreement  with  a  bank  is  of  no  use  if 
the  bank  has  not  the  money  to  pay  back  the  deposit ; 
the  only  thing  which  is  of  use  is  to  give  security,  and 
without  security-  the  agreement  is  worth  nothing. 

126.  (Chawmcm.)  May  I  interject  to  make  the 
meaning  clear,  ?  You  were .  defending  the  Government 
o£  India  against  a  possible  charge  of  not  fulfilling  its 
obligations  to  the  bank,  but.  Lord  Eaber  was  asking  as 
to  whether  the  banks  would  be  able  to  satisfy  their 
engagements  to  the  Government  vof  India  ? — I  see. 
Under  existing  circumstances  and,  the  existing  agree- 
m^ents,  the  banks  can  fulfil  their  obligations.  Since 
1874  the .  only  breeze  which  appears  to  have  arisen 
was  in  1888  or  1889,  when  an  incident  occurred,  which  is 
mentioned  in  the  papers  I  have  put  in  (see  Appendix  11., 
page  41).  At  present  the  banks  can  habitually  fulfil 
their  agreements  and  obligations  to"  the  Government. 

127.  (Lord  Faher.)  The  Chairman,  I  think,  has  well 
put  my  point.  My  point  is  r  Is  an  agreement  worth 
anything  ?  Security  ■  is,  but  is  an  agreement  without 
security  ? — I  am  notsure  that  you  do  not  overestimate, 
or  that  I  have  not  led  you  to  overestimate,  the 
importance  of  this  agreement.  JPrima  facie  the  object 
of  this  agreement  is  to  settle  the  remuneration  of  the 
banks.  It  is  not  really  to  settle  the  relations  of  the 
baidks  as  banks,  and  the  Government  as  depositors. 
The  agreement  settles  such  rather  trivial  points  as 
whether  the  banks,  say,  shall  have  800Z.  or  l.OOOZ.  a 
year,  and  from  that  point  of  view  1  quite  agree  with 
you  that  the  agreements  are  not  very  important. 

128.  Then  I  will  ask  you  three  direct  questions  : 
Are  the  deposits  wiiji  the  Indian  banks  secured  ? — Do 
you  mean  the  Government  deposits  ? 

129.  Yes,  the  Government  deposits.  Have  they 
security  ?  Let  me  give  you  an  instance :'  If  the  London 
County  Council  have  a  big  deposit  with  a  London  bank, 
the  London  County  Co.uncil  get  security  from  the  bank. 
The  banks  do  not  like  it,  but  so  it  is.  Do  the  Govern-, 
ment  of  India  get  specific  security  ? — No,  they  are 
merely  general  depositors  with  no  specific  security. 

130.  Are  the  London  balances  which  are  lent  out 
here  lent  on  security  when  they  are  lent  to  banks  in 
London  ?  I  know  they  are  generally  lent  on  security, 
but  when  you  have  deposits  at  banks  in  London  do  you 
take  specific  security  from  those  banks  ?—l  think  that 
there  have  been  one  or  two  banks — I  mean  joint  stock 
clearing  banks— which  gave  security.     But  generally 


the  answer  to  your  question  is  that  the  deposits  are 
not  against  security ;  they  are  general  deposits. 

131.  You  were  asked  about  loans  to  provincial 
governments;  Merely  as  a  banking  question,  I  quite 
think,  with  the  Chairman,  that  when  the  Government 
is  under  agreement  to  find  cash  for,'  say,  Assam, 
they  should  ^lention  it  in  their  balance  sheet  to  show 
that  these  balances  are  held  subject  to  an  agreement 
to  lend  Assam,,  or  whoever  it  may  be,  half  a  million  of 
money,  or  something  of  that  sori;  P — But  may  I  sajy 
this  'i — perhaps  I  did  not  make  myself  clear.  All  this 
information  which,  as  you  very  truly  say,  ought  to  be 
in  the  government  accounts,  is  there  already. 

132.  Thank  you.  I  did  not  understand  that  ?— If 
it  were  of  any  interest  to  you — it  probably  is  not— - 
I  could  show  you  in  any  annual  statement,  where  the 
exact  amount  is  given.  ■ . 

133.  That  was  not  quite  clear  to  my  mind. 
Government  balances  were  increased,  you  told  ug, 
because  a  certain  amount  of  money  was  not  spent  on 
railways  which  had  been  budgeted  for.  Can  ,  you 
tell  us,  for my  information,-  why  that  was  not  spent  on 
railways  ? — I  am  sorry  to  say  that  that  is,  a  subject  of 
continual  discussion.  We  are  always  asking  raijway 
companies  why  they  do  not  spend  all  their  amount.' 
As  a  rule  they  say  — ^  1  do  not  think  they  really 
mean  it^rrthat  it  is  because  the  Government  does 
not  tell  them  early,  enough  in  the  year,  how  much 
there  is  to  be  at  their  disposal  to  enable  them  to  make 
arrangements  in  time..  There  is  a  natural  tendency, 
and  it  is  quite  proper,  to  put  the  blame  for  everything 
on  to  the  Government  in  the  first  instance  ;  but  then 
they  very  often  go  on  to  say  that  this  year  there  is  a 
coal  strike,  another  year  there  is  a  railway  strike, 
which  hinders  the  transport  of  material,  and  so  on,  or 
another  year  that  the  manufacturers  are  so  full  of 
orders  that  all  the  orders  get  delayed,  perhaps  two 
weeks  or  three  weeks,  and  you  get  in  April,  that  is  to 
say,  next  year,  what  you  ought  to  have  got  in  March, 
this  year.  They  are  all  the  general  explanations  which 
I  think  would  occur  to  anyone. 

,  134.  -  Not  quite  satisfactory  from  a  business  point 
of  view,  are  they  ?  I  mean  here  in  England  we  had  a 
great  coal  strike  last  year,  much  bigger  than  they  .have 
ever  had  in  India,,  and  we  still  go  on  with  our  capital 
expenditure  on  railways  ? — Pardon  me,  these  failures  to 
spend  up  to  to  the  full  amount  occur  to  a  great  extent 
in  England.  If  we  want  a  locomotive,  or  rails,  or  bridge- 
work,,  or  anything  of  that  sort,  for  an  Indian, rail  way, 
we  buy  it  in  England.  When  I  spoke  of  the  coal  strike  , 
I  meant  the  English  coal  strike. 

135.  I  should  have  thought  there  was  much]  more 
delay  in  India  in  this  thing  than  there  was  in  England, 
for  instance.  However,  I  will  not  press  that,  I  have 
very  few  more  questions.  For  my  information,  again, 
why  is  it  more  important  to  pay  off  bonds  than  bills  ? 
What  is  the  difference  between  the  two  ? — -There  is 
this  difference  :  When  you  have  a  bond  maturing,  or, 
at  any  rate,  the  particular  kind  of  bond  to  which  I  have 
referred,  you  really  have  to  pay  it  off  at  its  date.  If 
you  made  efforts  to  renew  this  particular  sort  of 
bond,  it  would  be  a  very  curious  thing  indeed  to  do ; 
but  when  you  are  dealing  with  India  biUs  it  is  the 
most  natm-al  thing  in  the  world,  if  it  is  not  con- 
venient to  you  to  pay  them  off,  to  go  on  renewing 
them.  The  Treasury  goes  on  renewing  Treasury 
bills  automatically  until  it  happens  to  wish  specifically 
to  pay  them  off.  Now,  if  I  may,  I  will  put  in  a 
word  of  explanation  about  these  bonds.  They  are 
of  two  kinds.  There  were  first  of  aU  a  great  nximber 
of  debenture  bonds  that  had  been  issued  by  various 
railway  companies — the  India  Midland  Railway,  for 
example,  or  the  Madras  Railway — and  whUe  the 
railway  continued  in  existence,  it  was  the  most  natural 
thing  to  renew  the  debenture  bonds  from  time  to  time 
on  terms  agreed  between  the  holders  and  the  railway 
company ;  but  when  the  railway  company  goes  out  of 
existence  there  is  really  no  one  who  can  renew  the 
bonds ;  the  railway  company  is  dead,  and  the  Secre- 
tary of  Sta^e  has  taken  over  its  obligations,  and 
it  is.Jor  him,  when  a  particular  obligation  matures^  to 
meet  it  and  to  pay  it  off  He  caimot  go  on  renewing  as 
the  company  would  have  done.     Then  the  other  sort  of 


12 


ROYAL  COMMISSION   ON   INDIAN   FINANCE  AND   CURRENCY: 


27  May  1913.] 


Mr.  Lionel  Abrahams,  c.b. 


[^Continued. 


bontio  that  we  have  to  deal  with  is  what  are  called 
India  bonds.  We  issued  four  million  pounds,  I  think, 
half  a  million  pounds  to  mature  every  year  for  eight 
yeare  but  it  is  part  of  the  terms  of  issue  that  the 
holder  is  the  holder  of  a  gradually  decreasing  security, 
and  that  is  a  great  advantage  to  the  holder.  If,  having 
issued  on  those  tenns,  we  made  terms  for  renewal  with 
the  holders  of  half  a  million  pounds'  worth  that  were 
due  to  be  paid  off  in  one  year,  that  would  be  an  odd 
thing  to  do,  which  you  would  not  recommend. 

136.  I  listen  with  great  interest  to  what  you  say, 
but  I  should  have  thought  that  it  did  not  matter  two 
straws  whether  the  Indian  Government  issued  a  bond 
or  a  bill ;  their  security  covers  both,  and  they  are  both 
looked  upon  as  A  1  securities  in  this  country  ? — Tes, 
that  is  true,  but  it  is  a  rather  different  point  that  1  am 
malring.  Supposing  that  an  India  bill  matured  at  a 
certain  time,  you  would  never  think  it  odd  that  we 
should  renew  it  if  it  were  not  convenient  to  us  to  pay 
it  off. 

137.  Of  course,  you  would  be  obliged  to  pay  the 
bond  off  if  the  holder  wanted  it ;  I  know  that  quite 
well  ? — Now  let  me  put  this  point :  Supposing,  in 
respect  of  these  India  bonds  of  which  I  have  been 
speaking,  instead  of  paying  off  by  lot  at  the  right 
time,  one  went  to  the  holder  and  said,  "  It  is  not 
"  convenient  to  us  to  pay  what  we  have  contracted  to 
"  pay ;  cannot  we  make  some  private  arrangement  that 
"  we  are  not  to  pay .'' "  it  would  surely  be  an  odd,  and 
in  the  technical  sense — I  do  not  mean  in  the  moral 
sense — a  discreditable  proceeding,  discreditable  in  the 
sense  that  it  would  not  be  good  for  otir  credit. 

138.  I  am  afraid  I  have  troubled  you  at  great  length, 
but  this  is  my  last  question.  Should  the  Government  do 
what  the  Chairman  has  called,  and  I  think  rightly 
called,  all  this  banking  business  such  as  exchange, 
large  deposits  on  security  and  unsecured,  gold  standard 
reserve,  and  all  this  gold  coinage ;  should  not  that  be 
done  by  what  we  should  call  the  Bank  of  England  in 
England  ?  Should  Government  officials  be  called  upon 
to  carry  out  what  is  absolutely  and  wholly  a  trade  in 
itself  which  takes  a  lifetime  to  learn  ? — I  should  like, 
if  I  might,  to  answer  your  points  one  by  one,  because 
what  applies  to  one  branch  of  business  does  not  always 
apply  to  the  other.     I  think  you  mentioned  exchange. 

139.  I  did  ? — And  the  amount  of  balances. 

140.  Tes,  on  security  and  unsecured :  and  then 
what  is  called  the  gold  standard  reserve  and  gold 
coinage  ? — May  I  very  briefly  answer  them  one  by  one, 
because  they  are  very  different  businesses.  As  regfixds 
exchange,  it  is  done,  I  will  not  say  automatically,  but 
with  so  near  an  approach  to  automatism  that  I  do  not 
think  there  is  very  great  advantage  in  the  Government 
doing  it.  Although,  as  I  say,  I  do  not  know  whether 
the  Secretary  of  State  would  agree  with  me  or  not,  I 
do  see  certain  advantages  in.  transferring  that  business 
to  a  bank,  if  a  bank  can  be  established  under  suitable 
conditions.  At  some  time  I  shall  have  an  opportunity 
of  mentioning  why  I  think  a  great  deal  of  Government 
control  would  be  one  of  the  conditions.  As  regards 
lending  balances,  here  again,  in  my  private  judgment, 
your  remark  has  its  greatest  force  and  applicability  in 
its  relation  to  that  particular  branch  of  business.  As 
you  know,  a  Government  official,  like  me  for  example, 
can  never  acquire  even  a  moderate  knowledge  of  that 
sort  of  subject,  and  it  is  not  desirable  that  any 
Government  official  should  give  his  mind  to  it.  He 
has  other  and  different  things  to  do ;  but,  of  coui-se, 
you  know  that  we  have  the  great  advantage  of  very 
distinguished  bankei-s  inside  the  India  Office  who  do 
supplement  the  deficiency  of  the  Government  official  in 
that  way. 

141.  Will  you  tell  me  whether  you  think  that  in 
India  there  is  scope  to  lend  these  great  balances  on 
gUt-edged  securities  ?  Can  large  balances  be  lent  in 
India,  or  would  it  be  better  to  transfer  them  to 
England  ?  If  you  can  do  it  in  India  it  would  be 
better,  but  can  you  ? — Tou  raise  many  big  questions. 
If  you  suggest  the  advantage  of  transferring  balances 
largely  from  India  to  England  because  they  can  be 
better  lent  in  England,  then  I  say  you  must  not 
overlook  the  possibility  that  the  lending  of  balances 
in  India  might  be  very  useful  at  certain  periods  fox- 


Indian  trade,  and  if  the  Government  of  India  could 
help  Indian  trade  in  that  way  without  any  risk  of 
impropriety  it  would  be  an  excellent  thing. 

142.  I  merely  say  can  they  do  that,  because  at 
present  you  do  not  appear  to  be  able  to  get  security 
even,  which  astonishes  me  ?— If  your  question  is 
directed  to  this,  that  any  such  lending  of  Government 
balances  can  be  better  done  through  a  bank  than 
through  a  Government  official — I  do  not  know  whether 
I  am  right  in  understanding  that  that  is  your 
point 

148.  No,  I  am  more  on  whether  it  is  possible  either 
for  a  Government  bank  or  a  Government  official  to 
lend  large  balances  on  security  in  India  ? — I  think 
that  that  must  be  judged  by  experience.  I  can  cer- 
tainly say  that  the  Government  does  deposit  with  the 
Presidency  banks,  to  the  great  advantage  of  both 
parties,  I  should  say,  sums  which  I  should  call  large — 
at  any  rate,  appreciable  sums; 

144.  But  it  does  not  carry  out  my  fundamental 
principle.  I  said  "  on  security  "  ? — No,  I  do  not  know 
how  far  the  Presidency  bank  would  be  prepared  to 
give  security.  I  should  say  probably,  since  it  has 
enjoyed  the  balances  for  so  many  years  without 
security,  it  would  not  like  to  change  at  this  moment. 

145.  Thank  you,  I  am  much  obliged  ? — May  I  just 
remark,  in  answer  to  a  point  of  Lord  Faber's,  which 
we  rather  overlooked,  that  I  see  great  force,  naturally, 
in  all  that  he  says  about  the  Government  not  being 
a  suitable  body  to  do  exchange  business,  lending 
balances,  and  so  on,  but  I  do  not  think  that  applies  to 
the  other  two  points  he  mentioned,  namely,  the  gold 
standard  reserve  and  gold  coinage. 

146.  (Sir  Bobert  Chalmers.).  Following  up  Lord 
Faber's  question,  if  security  were  taken  from  the 
Presidency  banks,  that  would  be  Indian  securities  of  a 
rupee  character? — The  Presidency  banks  can,  as  a 
matter  of  fact,  invest  their  funds  in  Consols  and  all 
sorts  of  things.  I  do  not  know  if  you  are  at  all 
interested  in  the  limitations  of  their  business,  and 
what  they  may  do,  and  what  they  may  not  do.  If  you 
are  T  can  tell  you. 

147.  The  point  I  want  to  be  clear  about  is  whether, 
if  you  get  the  security  and  hold  it  in  considerable 
quantity,  it  would  be  possible  to  realise  that  security 
in  an  emergency  ? — No  ;  in  that  Memorandum  which 
the  Secretary  of  State  published,*  he  mentioned  that 
point.  One  of  the  difficulties  of  lending  on  security  in 
India  is  that  if  you  had  rupee  paper  and  had  great 
quantities  of  it,  it  would  probably  be'  difficult  to  realise 
it  in  an  emergency.  On  the  other  hand,  you  must  not, 
if  I  may  say  so,  exaggerate  the  importance  of  that  point, 
because,  if  you  do  your  lending  weU,  the  occasions  on 
which  you  do  have  to  fall  back  on  your  security,  or 
what  some  people  call  your  collateral,  are  very  very 
infrequent  indeed.  I  think  that  Mr.  Badock  will  tell 
you  that  in  sixty  years  we  have  only  had  to  do  so  about 
twice  or  three  times  in  the  India  Office. 

148.  The  object  of  the  Government,  either  here  or 
there,  is  not  to  create  balances.  The  balances  come  to 
them,  and  they  wish  to  keep  the  balances,  as  I  under- 
stand from  you,  as  low  as  they  conveniently  and 
reasonably  can  ? — Tes. 

149.  That  is  so  ."—Ordinarily. 

160.  That  applies  to  India  and  to  London  ?— That 
IS  so,  subject  to  this,  that  if  you  have  in  front  of  you 
a  year  with  very  large  disbursements,  you  might  like 
to  open  that  year  with  a  sum  above  youi-  usual  opening 
balance.  ^ 

151.  It  is  rather  forced  on  you?— It  is  rather 
forced  on  you,  yes. 

152.  But  you  do  not  create  balances  for  their  own 
sake  ? — Certainly  not. 

153.  As  a  matter  of  economical  working,  especially 
as  you  are  a  bon-owing  authority,  borrowing  on  bills 
your  object  is  to  keep  your  balances  down  ? — Tes,  it  is 
to  keep  the  balances  to  the  amount  required,  neither 
more  tior  less. 

154.  Required  for  youi-  own  purposes  P — For  the 
purposes  of  India. 

155.  For  Government  purposes  P — That  is  so.  yes. 

*  Cd.  6619,  page  5. 
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156.  Therefore  you  do  not  like  to  have  any  balance 
generally  available  for  lending  out  for  the  support  of 
the  market;  that  would  be  an  incident P — Are  you 
speaking  now  of  the  market  in  India  P 

157.  Yes  ? — I  do  not  think  I  would  go  quite  so  far 
as  you.  I  think  you  have  to  realise  this,  that  in  India 
there  are  so  many  uncei-tainties,  what  with  monsoons, 
which  are  apt  to  fail  at  the  critical  moment,  that  yo\i 
do  have  to  keep,  and  it  is  wise  to  keep,  a  rather  liberal 
balance,  a  more  liberal  balance  than  you  at  the  Treasury 
would  keep,  in  view  of  the  possibilities  of  bad  times. 
Probably  in  five  years  out  of  six  you  would  be  able  to 
lend  something — I  do  not  say  on  a  great  scale — ^if  you 
so  desired ;  and  if  you  care  for  figures,  which  probably 
you  do  not  wish  to  have,  you  will  notice  that  in  the 
reserve  treasuries — they  are  what  you  might  call  the 
temporarily  immobilised  balances — there  are  appreciable 
sums,  as  a  rule. 

158.  Of  course,  that  would  be  the  case  in  five  years 
out  of  six  ? — Tes. 

159.  What  about  the  sixth  ? — That,  of  course,  is  a 
very  difficult  point.  If  you  were  lending  out  of  your 
Treasury  balances,  you  might  find  in  the  sixth  year, 
when  everyone  was  very  anxious  to  borrow  from  you, 
that  you  had  a  famine,  and  a  frontier  campaign,  and 
difficidties  of  that  sort,  and  that  just  at  the  moment 
when  people  wanted  the  money  you  could  not  let  them 
have  it ;  and  I  may  say  that  that  was  one  of  my 
reasons  for  mentioning  the  paper  currency  reserve  as  a 
much  more  trustworthy  source,  if  you  are  to  lend  at 
all,  than  the  Treasury  balances. 

160.  As  to  council  bills  and  the  removal  of  the 
duty  of  selling  councils  to  a  bank  or  banks,  that  would 
cost  a  little  more  P — Tes. 

161.  And  so  tha*  would  be  popular  with  the 
recipients  of  the  extra  cost.  What  particular  gain  do 
you  think  wotdd  come  from  introducing  banks  into  this 
business  of  selling  councils  P — The  gains  are  not  very 
substantial,  but  I  think,  there  are  some.  Just  let  me 
mention  one  or  two.  Of  course,  we  in  the  India  Office, 
as  I  dare  say  you  realise,  are  not  in  any  cowardly 
sense  afraid  of  criticism.  We  often  feel  that  we  have 
to  face  adverse  criticism  in  the  discharge  of  oui-  public 
duty,  but  prima  facie  if  there  are  two  methods  of  doing 
a  piece  of  business,  one  of  which  may.  expose  you  to 
criticism,  and  if  I  may  say  so  without  disrespect, 
occasionally  to  partisan  criticism — I  mean  party  feeling 
even  in  Parliament  is  strong — and  then  there  is  another 
method  of  doing  business  which  is  likely  to  avoid  that 
criticism,  the  second  method  has,  so  far  as  it  goes,  an 
advantage.  If  the  Secretary  of  State  sells  five  million 
pounds  extra  bills  in  the  year  there  is  always  a  possibility 
that  he  may  be  criticised.  I  do  not  say  that  it  is  very 
serious  or  that  he  would  be  much  hurt  by  it.  If  the 
Bank  of  India,  corresponding,  say,  to  the  Bank  of  Japan, 
sold  five  million  extra  bills  in  the  same  year,  and  in  the 
same  way,  people  would  probably  say.  "Of  course, 
these  masterly  bankers  know  their  own  business,"  and 
there  would  be  advantage  in  the  avoidance  of  criticism . 
It  is  a  point  of  perhaps  much  greater  importance, 
that  this  selling  of  biUs  by  the  bank  wotild  go  with  the 
transfer  of  other  Government  business  to  a  bank.  I 
mean  if  it  were  a  question  of  merely  transferring  to  a 
bank  the  sale  of  council  bOls  and  nothing  else,  then  the 
only  advantage  would  be  the  one  which  I  have 
mentioned,  and  on  that  account  it  would  not  be  worth 
whUe  doing  it,  but  if  you  added  to  it  the  transfer  to 
the  bank  of  the  lending  of  balances  both  in  England 
and  India  and  with  certain  other  advantages,  then  the 
cumulative  effect  might  be  considerable. 

162.  It  is  rather  a  big  question  that  I  put  to  you 
next :  What  do  you  think  is  the  relation  of  the  Indian 
money  market  to  the  London  money  market?  Is  it 
subsidiary,  or  ancillary,  or  what  ? — It  is  extraordinarily 
difficult  to  tell.  I  should  say,  as  far  as  I  have  been 
able  to  judge,  that  there  is  very  little  in  the  way  of 
sendino-  banking  money  from  London  to  India 
in  the  same  way  that  a  rise  or  fall  in  the  bank  rate 
mi<^ht  cause  a  transfer  of  funds  between  London  and 


Paris,  or  London  and  Berlin  possibly.  I  should  say 
that  except  for  their  necessary  connection  as  being 
countries  which  do  trade  with  one  another,  the  con- 
nection between  them  is  extraordinarily  slight,  and 
much  less  than  people  expected  15  years  ago  when  you 
and  I  had  the  privilege  of  listening  to  the  discussions 
of  the  Fowler  Committee.  They  then  thought  that 
there  would  be  a  continual  flow  of  banking  money, 
because  a  bank  would  say, "  There  is  a  good  opportunity 
"  for  getting  a  little  more  interest  if  we  send  our 
"  fands  to  India."  I  do  not  think,  as  far  as  I  can  judge, 
that  there  is  much  of  that. 

163.  Is  "  the  Indian  money  market "  a  term  which 
applies  to  traders  with  the  West  in  the  main  P  Does 
the  Indian  money  market  include  the  supply  of  funds 
for  natives  engaged  in  the  ordinary  operations  of 
agriculture  and  trade,  or  is  the  latter  domain  really 
in  the  hands  of  entirely  different  people  of  a  merchant 
character  ? — I  should  say,  but  of  course  Sir  James 
Begbie  knows  a  great  deal  better  than  I,  that  his  bank 
would  probably  have  a  vast  number  of  Indian  customers. 
I  should  expect,  though  I  do  not  know,  that  probably 
most  of  them  were  engaged  in  trade. 

164.  Parsees  ? — No,  the  Parsees,  as  you  know,  are  a 
veiy  tiny  community.  I  should  expect  that  the  con- 
nection of  the  big  Presidency  banks  with  the  natives  of 
India  was  very  widespread,  and  I  would  add  that  the 
Presidency  banks  lend  on  what  you  might  almost 
call  agricultural  security.  They  had  their  powers 
enlarge!  so  as  to  lend  on  estates  which  are  under 
Government  management,  and  so  on.  I  think,  so  far 
as  I  follow  the  exact  scope  of  your  question,  you 
regard  what  is  generally  called  the  Indian  money 
market  as  having  a  much  narrower  scope  than  it 
actually  has,  but  I  say  that  subject  to  coiTCction  from 
people  who  get  their  knowledge  on  the  spot. 

165.  So  far  as  your  observation  and  experience  have 
gone,  there  is  remarkably  little  connection  to-day 
between  the  London  money  market  and  the  Indian 
money  market.  Is  that  your  opinion  ? — I  am  speaking 
of  the  special  connection  which  I  thought  you  had  in 
mind,  namely,  the  transfer  of  funds  by  bankers  from 
one  market  to  another  in  order  to  employ  the  funds 
more  profitably.  Of  course,  as  you  know,  the  sale  of 
bills,  not  only  council  bills,  but  mercantile  bills,  is  on 
an  enormous  scale,  and  in  a  sense  each  such  sale  is  a 
bond  of  connection  between  the  two  money  markets. 
But  I  do  not  think  that  is  what  you  were  referring  to. 

166.  Do  you  think  that  in  India  there  is  a  greater 
community  than  my  question  might  have  suggested 
between  the  financial  interest  of  the  ordinary  agricul- 
turist and  the  Anglo-Indian  trader — ^that  they  all  have 
reference  to  the  same  market,  and  that  there  is  not  a 
lower  domain  there  w,here  the  Mahajan  is  dominant  P — 
Now  that  you  speak  specially  of  agriculturists  I  should 
think  that  the  agriculturist  probably  dealt  with  Indian 
financiers 

167.  He  would  be  outside  what  we  have  been 
previously  calling  the  Indian  money  market  ? — Yes,  I 
should  think  so. 

168.  Therefore  it  would  come  to  this — ^that  if  you 
did,  as  you  do  not  want  to,  accumulate  large  balances 
in  India  and  lend  them  out  to  what  is  called  the 
Indian  money  market,  it  would  be  a  small  section  of 
the  Indian  interests  and  population  which  would  be 
benefited  ? — ^I  think  that  that,  if  I  may  say  so,  is 
almost — -may  I  use  the  word — over- ingenious.  May  I 
just  put  what  I  think  the  answer  would  be  from  the 
point  of  view  of  a  person  who  took  the  opposite  view 
from  you  ?  He  would  say.  It  is  quite  true  one  lends 
to,  one  might  almost  say  Sir  Ernest  Cable's  firm,  and 
Sir  Ernest  Cable  is  one  individual  European,  but  then 
that  firm  may  go  half  over  the  Province  of  Bengal 
buying  jute,  or  whatever  that  firm  happens  to  buy, 
bringing  happiness  and  prosperity  to  thousands, 
hundreds  of  thousands,  millions,  of  producers ;  so 
that  by  making  the  operations  of  the  European  firm 
easier,  you  have  very  closely  and  beneficially  affected 
vast  quantities  of  the  poorer  Indian  agricultural 
population. 


The  witness  withdrew. 


14 


ROYAL  COMMISSION   ON   INDIAN   FINANCE  AND   CURRENCY  .* 


29  May  1913.] 


Mr.  Lionel  Abeahams,  c.b. 


IContinued. 


At  the  India  Office,  Whitehall,  S.W. 


SECOND   DAY. 


Thursday,  May  29,  1913. 


PeESENT  : 

The  Right  Hon.  AUSTEN  OHAMBEEIiAIN,  M.P.  {Chairman). 


Lord  Paber. 

Lord  KiLBEACKEN,   G.O.B. 

Sir  EoBEET  Ohalmees,  K.C.B. 

Sir  Eenest  Cable. 

Sir  Shapueji  Btjejoeji  Beoaoha. 


Sir  Jambs  Bbgbib. 

Mr.   BOBEET  WOODBUEN    GiLLAN,    C.S.I. 

Mr.  Henet  Neville  Gladstone. 
Mr.  John  Matnaed  Keynes. 

I  Mr.  Basil  P.  Blaokbtt  {Searetavy)^ 


Mr.  Lionel  Abeahams,  O.B.,  recalled  and  further  examined. 


169.  {Sir  Ernest  Cable.)  Ton  must  have  noticed  the 
criticism  from  time  to  time  of  the  Secretary,  of  State's 
action  jn  selling  your  bills  below  Is.  4cJ.  ? — -Tes. 

170.  You  mentioned  at  the  last  meeting  that  this 
was  sometimes  done  when  it  has  been  stated  in  letters 
to  the  Press  it  was  unnecessary ;  perhaps  you  might  like 
to  make  a  statement  on  that  point  ? — I  do  not  think 
that  it  has  been  very  much  criticised,  but  I  think  that 
the  considerations  relating  to  it  are  these  :  When  the 
Secretary  of  State  has  no  great  immediate  necessity 
for  selling  bills,  1  mean  when  he  has  sold  in  the  year 
up  to  his  requirements  for  that  part  of  the  year,  he 
need  not  and  he  does  not  sell  below  Is.  id.,  and  in  the 
last  two  or  three  years  it  has  been  a  very  exceptional 
thing  to  sell  below  Is.  4d. ;  but,  of  course,  there  are 
times  when  it  is  very  desirable  that  he  should  get  home 
from  India  the  money  that  he  requires  for  his  expen- 
diture here,  and  it  would  be  undesirable  to  set  up  very 
restrictive  rules  which  might  prevent  him  from  selling 
bills  to  the  extent  that  he  needed.  So  he  allows 
himself,  and  I  think  he  ought  to  allow  himself,  some 
latitude ;  and  the  only  serious  question  is,  I  think, 
whether  you  can  define  with  any  scientific  precision 
what  the  latitude  should  be,  so  as  not  to  leave  it  too 
much  to  the  uncontrolled  discretion  of  the  Secretary 
of  State.  Really,  I  think  you  can  define  it  with  the 
utmost  precision.  The  proper  rule,  I  think,  is  that  he 
should  sell  at  such  a  price  that  it  is  more  profitable  to 
him  to  sell  at  that  price  than  to  take  the  possible 
alternative  course  of  bringing  gold  home  from  India. 
If  he  bought  sovereigns  at  the  rate  of  Is.  ^d,.  for  each 
rupee  and  then  brought  them  home  from  India, 
paying  about  \d.  for  the  cost  of  freight  and  so  on,  he 
would  get  for  each  rupee  about  Is.  3-f(Z.  net.  What  he 
actually  does  is  never  to  sell  cheaper  tha-u  Is.  3||d.,  so 
he  allows  himself  no  undue  latitude,  and  it  cannot  be 
said  that  in  any  sense  he  is  depreciating  the  rupee  by 
selhng  at  that  price  when  his  general  circumstances 
make  it  desirable  that  he  should,  get  money  home. 

171.  Throughout  your  evidence  at  the  last 
meeting  you  rather  implied  that  the  Secretaries  of 
State  could  not  have  borrowed  more  money  than  th^y 
did  during  the  last  few  years,  and  that  it  was  only,  I 
think,  owing  to  heavy  surpluses  that  the  necessary 
funds  were  provided  for  the  development  of  the 
country.  Of  course,  it  is  obvious  that  you  cannot 
continue  to  count  on  these  windfalls  ? — Quite  so. 

172.  And  the  question,  therefore,  of  raising  more 
money  by  loan  is  becoming  urgent  ? — Yes. 

173.  Have  you  considered  the  question  of  raising 
your  interest  to  4  per  cent.,  because  apparently  it  is 
impossible  for  you  to  raise  more  at  present  rates  ? — ^In 
a  certain  sense  we  have  raised  our  rate  of  interest 
to  more  than  4  per  cent.  The  latest  issue  that 
we  made  was  an  issue  of  Guaranteed  Debenture 
Stock  of  the  Madras  and  Southern  Mahratta  Railway, 
which  was  to  all  intents  and  purposes  a  Government 
issue.     The  nomiinal  rate  of  interest  was  4  per  cent.. 


and  the  issue  price  to  the  public  was  99,  so  that  we 
paid  a  trifle  over  4  per  cent,  there.  If  you  wish  me  to 
say  anything  generally  on  that  subject,  all  I  can  say  is 
this  :  The  Secretary  of  State  has  for  years  been  recog- 
nising that  year  by  year  he  must  pay  a  little  more 
interest  on  the  money  that  he  borrows  than  he  used  to 
pay,  and  that  it  is  to  the  advantage  of  India 
that  he  should  not  restrict  his  borrowing  unduly 
in  order  to  avoid  this  slight  increase  in  the  rate 
of  interest.  But  what  he  has  felt,  and  it  is  reaUy 
the  most  difficult  and  important  branch  of  Indian 
finance,  is  that  he  must  not  be  .too  forward  to  borrow 
great  sums  so  as  to  niake  the  value  of  his  stock 
go  down  with  great  rapidity  or  to  make  the  rate  of 
interest  go  up  with  too  great  rapidity — the  two  things 
come  to  the  same;  because  if_he  did  so,  I  am  afraid  he 
woiild  make  his  stock  so  extraordinarily  unpopular 
with  people  who  have  bought  it  at  one  price  and  found 
it  has  gone  down  10,  20,  or  30  points,  that  he  would 
not  really  increase  the  supply  of  capital  in  India.  If 
you  go  on  following  that  path  long  enough  and 
steadily  enough,  you  inay  find  yourself  the  object 
almost  of  a  boycott. 

174.  The  only  thing  is  that  the  sterling  price  of 
Indian  securities  just  returns  about  4  per  cent.,  or 
sUghtly  under  now,  does  it  not  ? — Yes. 

175.  So  present  stocks,  would  not  be  depreciated  if 
you  issued  a  new  stock  at  4  per  cent.  ? — Of  course,  you 
have  banking  authorities  here.  I  should  say,-to  take  a 
rather  big  case,  supposing  we  issued  a  10  million  loan 
on  the  4  per  cent,  basis,  you  would  see  in  the  news- 
papers for  several  days,  "India  Stocks  were  very 
easy  "  ;  and  if  one  did  it  two  or  three  years  in  succes- 
sion, India  stocks  would  be  very  easy  indeed. 

_  176.  I  only,  birought  it  to  your  attention,  because 
this  is  one  of  the  great  needs — to  secure  money  for  the 
development  of  India? — ^Yes;  I  cordially  agree  with 
you.  The  difficulties  are  very  great,  and  we  never 
overlook  them  in  the  Ipdia  Office,  and  we  are  quite 
with  you  that  it  is  one  of  the  great  needs  of  India  to 
get  money  for  development. 

177.  You  were,  saying  in  your  evidence  at  the 
la,st  sitting  that  the  Secretary  of  State  in  selling 
his  bills  was  careful  not  to  hinder  the  net  absorption 
of  gold  by  the  people.  Referring  to  paragraph  40 
of  Appendix  I.  it  seems  to  me  that  you  have  there 
estimated  the  probable  consumption  "for  the  future 
almost  entirely  on  the  basis  of  the  past.  You  have 
taken  an  average  of  the  past.  Do  you  think  that  is  a 
correct  way  ?— You  must  not,  please,  attach  too  much 
importance  in  the  way  of  precision  to  those  few  lines 
at  the  end  of  my  memorandum.  What  I  wanted  to 
bring,  out,  and  what  the  figures  do  bring  out,  is  that 
the*e  is  a  very  large  Stpck  of  gold  in  the  Government 
Treasuries  in  loidiaj  at  the  disposal  of  the  public  if  they 
care,  to  have  it.  I  said  that  this  sum  of  round  about 
20  mniions  is  a  2^  years'  supply  on  the  basis  of  the 
average  for  four  years.     Supposing  that  one  disregards 
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that  altpgether,  and  says  that  on  the  basis  qf.  the 
demand  in  1912-3  we  had  at  the  end  of  the  year 
considerably  over  1^  years'  supply^  that  would  be 
equally  effective  for  the  particular  purpose  for  which 
I  made  the  statement,,  and  it  wo^ld  meet  your 
criticism. 

178.  I  suppose  the  India  Office  would  agree  that 
one  must  not  run  th^-t  too  fine  ;  you  do  not  want  to 
prevent  gold  from  going  to  th^  people,  do  you  ?— Tou 
A,Q  not  want  to  prevent  that. ,  The  India  Office  has 
always  been  anxious  that  among  other  things  it  should 
facilitate  the  sending  of  gold  to  India  so  that  the 
people  yfho  want  it  may  get  it.  But  I  would  say  this 
— that  other  needs  are  greater  and  more  important  than 
the  supply  of  gold  for  use  as  currency  in  India;  I 
mean,  supposing  there  wej;e  a  conflict  between  that 
interest  and  the  other  interest  of  having ,  money  here 
to  be  spe];it  on  railway  capital  purposes,  I  should  say 
that  50  far  as  there  fras  a  .conflict  the  latter  ought  to 
prevail.  ,  ,  ' 

179.  In  paragrt.ph  30  (2)  of  Appendix. I.  you 
state  that  the  restriction  of  the  sale  of  Council 
Bills  9aid  the  consefjuent  export  of  gold  would  adversely 
affect  the  balanne  of  trade;  perhaps  you  will  explain 
how  that  would  happen  ?j— What  T  specially  ha,d  in 
mind  was  that,  if  ,  great  amounts  of  ,  gold  were  taken 
out  of  the  Bank  of  England  and  off  the  London 
money  market  with  the  effect  of  stiffening  up  rates 
here  and  creating  a  stringency — perhaps  even  more 
than  a  stringency — 1  do  think  that  Indian  trade  would 
be  injured  in  a  number  of  ways.  To  take  one  very 
obvious  method  in  which  ifc  might  be  injured  :.  When 
the  Indian  exchange  banks  had  their  bills  to  discount 
in  London, ,  which  you  know  is  one  of  their  ways  of 
supplying  funds  for  themselves,  if  they  found  they 
had  to  discount  at  7  per  cent,  instead  of  3  per 
cent.,  they  would  be  less  wiUing  to  discount  and 
le^s  eager  to  buy  export  bills  in  India  and  less 
eager  to  use  their  money  in  India  for  trade  pui-poses 
generally ;- aijd  there  would  be  what  I  may  call  an 
application  of  the  brake  to  the.  wheels  of  Indian  trade 
generally.  I  think  that  what  I  say  is  in  no  way 
paradoxical,,  and  I  think  most  people  would  hold  that 
that  is  the  cas^.   , 

180.  It  is  so,  of  course ;  but  ,  it  does  make  Indian 
trade  rather,  dependent  op.  the  convenience  of  the 
Londofl.  money  market? — In  g,  sense;  but  not, in  the 
invidipuB  sense.  I  should  say  rathei;,that  Indian  tr3,de 
depends,  among  other  things,  on  the  convenience  of 
the  customers  of  the  Indian  me^rohant.  Tou  may 
regard  Great  Britain  ajS  one  of  the  great  customers 
of  the.  Indian  merchant,  and  if  you  dp  something 
which  rather  hinders  the  customer  you  I'ather  hinder 
the  seller  as  well. 

181.  .1  do  not  suppose  our  other  Colonies  take  such 
an  interest  in  matters  of  that  soi;t,  do  they  ?,  Tou  are 
guarding  commerce  here  rather  tpo,  much.-  There 
is  one  oth^r  thing  I  should  like  you  to  answer. 
In .  your  ,  esvidgnce  I  rather  gathered  that  you  are 
against  lending  surplus  funds  to  the  Presidency  banks 
in  .Jndia ;.  is  that  so  ? — I  did  not  wish  to  give  that 
impression.  I  always  feel  that  there  is  so  much  to  ,be 
said  on  both  sides  that  I  can  be  more  helpful,  at  least, 
I  iope  I  could  be  more  helpful  to  the  Commission  by 
putting  before  them  the  facts  and  the  considerations  on 
both  sides  than  by  giving  an  opinion  of  my  own.  My 
own  personal  prepossession  is  in  favour  of  the.  Govern- 
ment b^ing  rather  liberal  in  this,  matter;  and  I  feel 
very  much,  when  you  have,  say,  20  crores  locked  up  in 
the  Government  Treasuries  in  Bombay  and  Calcutta, 
and  then  in  Bombay  and  Calcutta  there  is  a  bank  rate 
prevailing  of  8  per  cent,  or  9  per  cent,  and  a  difficulty 
in  getting  accommodation  even  at  thai  rate,|that  it  is 
not  qtute  easy  to  put  in  a  perfectly  satisfactory  defence 
of  th^  holding  np  of  .these  large  sums  ,of  money.  On 
the  other  hand,  I  recognise  the  difficulties  which  the 
Government  have  always  felt,  about  largely  increasing 
their  deposits  -^tith  the  Presidency  banks. 

182.  I  think  I  understood  you  to.  say  that  you  were, 
preparing  a  statement  for  this  Commission  on  the 
subject  of  State  banks  ? — That  is  so. 

183.;  In,  doing  that,  wou^d  you  l^jndly  mention  whafe 
economies  you  expect  the  Government  of  India  to  make 


in  the  way  of  their  own  establishment  and  so  on  when 
they  hand  this  work  over  ? — ^I  will  mention  that.  As  a 
matter  of  fact,  I  do  not  think  there  will  be  any 
economy  in  that  particular  respect.  I  shall  probably 
take  the  advantage  myself  of  consulting  Mr.  GiUan  on 
the  subject  before  I  write  my  note ;  but  I  do  not  think 
there  will  be  much  in  it. 

184.  (Mr.  Gladstone.)  Lord  Faber,  I  think,  made 
some  reference  to  the  Government  accounts  with  the 
Presidency  banks,  and  as  to  there  being  np  security ;  it 
is  a  fact,  is  ,it  not,  that  there  are  special  restrictions 
and  safeguards  as  to  the  working  of  the  Presidency 
banks  under  special  Acts  ?  —  Tes ;  and  one  might 
almost  say  rather  onerous  restrictions.  I  do  not  know 
whether  any  member  of  the  Commission  would  like  to 
go  through  that  with  me.  I  did  not  put  it  in  niy 
statement  because  I  did  not  want  to  make  it  too  long, 
but  of  course  the  Commission  can  have  copies  of  the 
Presidency  Banks  Acts — ^we  have  numerous  copies  in 
the  office;  and  if  Mr.  Bnmyate's  memorandum*  is 
circulated  also,  then  you,  will  see  what  those  restrictions 
are.  I  may  say  that  among  some  papers  which 
the  Chairman  said  he  would  like  to  have  are  some 
papers  i-egarding  a  discussion  as  to  the  removal  of  one 
pariiicular  set  of  restrictions  : —  the  restrictions  on 
dealing  in  foreign  exchanges. 

,  185.  {Chairman.}  Will  you  put  in  a  paperfto  show 
us  what  the  character  of  those  restrictions  is  ? — Tes, 

186.  And  also  Mr.  Brunyate's  memorandum  which 
you  spoke  of  ? — Tes,  I  assume  you  would  like  at 
least  those  two  circulated,  but  I  suppose  you  would 
scarcely  want  copies  of  the  actual  Acts,  because  there 
is  so  much  that  is  mere  machinery  set  forth  in  them. 

187.  It  would  be  more  convenient  fpr  the  Commis- 
sion if  somebody  under  your  directions  would  extract 
what  is  essential  for  us  instead  of 'giving  us  the  whole 
of  the  Acts  ?, — That  shaU  be  done. 

188.  {Mr.  Gladstone.)  Is  it  not  the  case  that  the 
banks  in  return  for  the  Government  accounts  do  much 
work  for  the  Government  in  connection  with  the 
Treasuries  and  other  things  for  nominal  remuneration? 
; — Tes ;  in  fact  I  should  put  it  this  way — that  the 
advantages  which  the  Presidency  banks  get  are  partly, 
not  entirely,  to  be  regarded  as  remuneration  iox  work 
done. 

189.  {Lord  Faber.),  The  figures  that  you  were  good 
enough  to  set  out  showed  to  me  as  a  banker  that  .the 
banks  are  well  paid,  in  fact  better  paid  than  some  of 
the  banks  in  London  ?, — May  I  just  interpolate  this  ? 
The  view  that  has  always  been  taken  by  the  Presidency 
banks  is  that  the  advantages  which  they  get  are  partly 
remuneration  for  the  work  they  do,  and  partly — ^if  I 
may  go  back  to  an  ancient  controversy^ — compensation 
for  the  withdrawal  from  them  in  the  '60's  of  the 
right  to  have  a  note  -issue,  v 

190.  {Mr.  Gladstone.)  In  a  lesser  degree,  a  much 
lesser .  degree,  the  Presidency  banks  act  in  India  in 
relation  to  the  Government  of  India  as  the  Bank  of 
England  does  to  the  Government  here ;  for  instance, 
they  attend  to  the  Public  Debt  ? — Tes. 

191.  And  they  receive  special  remuneration  for 
that  .P— Tes.  As  far  as,  I  can  judge,  I  should  think 
they  are  faiily  well  paid  for  managing  the  Public  Debt, 
I  do  not  know  whether  Sir  James  3egbie  would  agree, 
but  there  is  a  special  section  of  their  remuneration  for 
that  specific  work.  > 

192.  {Sir  James  Beghie.)  That  is  not  included  in  the 
figures  you  have  given,  I  think  ? — Hio,  because  I  did 
not  think  that  ha.d  much  bearing  on  the  particular 
subject  of  my  memorandum. 

193.  {Mr.  Gladstone.)  My  question  was  really  asked 
in  order  to  draw  attention  to  the  status  of  the  banks, 
which  is  something  different  to  that  of  ordinary  banks  S 
— Certainly. 

194.  They  are  more  on  the  status  of  the  Bank  of 
England  .than  on  that  of  any  other  bank  ? — :Tes.  Thty 
are  the  trusted  and  valuable  agents  of  the  Government 
for  very  important  purposes.  That  is  your  maiu  point.. 
I  think? 

*  An  account  of  the  Presidency  Banks,  published  by  the 
(iovermnent  Pcess,  Calcutt?,,  19110.     .•.,.■,;■•• 
t  See  Appendix  XIll.,  page  336. 
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195.  Yes.  With  regard  to  the  State  Bank  I  under- 
stand there  have  been  two  propositions  ;  one  is  the 
amalgamation  and  strengthening  of  the  three  existing 
Presidency  hanks  to  he  carried  on  very  much  on  the 
same  lines  as  at  present ;  and  another  proposal  that 
has  been  put  forward  is  that  the  State  Bank  should 
have  a  London  office,  and  I  understand  that  the  London 
office  of  that  State  Bank  would  do  a  gi-eat  deal  of  the 
work  that  the  India  Office  now  does  ? — Perhaps  I  ought 
to  guard  myself  in  this  way :  When  the  subject  was 
discussed  about  14  years  ago  the  view  then  taken  was 
that  it  would  be  possible  perhaps  merely  to  amalgamate 
the  three  banks  and  do  nothing  further,  and  it  was  to 
some  extent  on  that  basis  that  the  discussion  proceeded. 
Speaking  quite  as  an  individual  and  not  speaking  for 
the  Secretary  of  State  I  have  been  thinking  over  it  a 
good  deal  of  late,  and  the  more  I  think  over  it  the  less 
I  feel  that  any  scheme  which  was  a  mere  amalgamation 
of  the  three  banks  would  be  practical.  I  fancy  that 
when  once  the  amalgamation  came  under  discussion  a 
further  extension  of  the  scheme  would  probably  have  to 
be  considei-ed,  and  would  be  held  by  many  people  to  be 
an  integi-al  and  necessaiy  part  of  it.  It  is  only,  I  think, 
in  that  sense  that  you  can  say  that  there  is  a  scheme 
for  extending  the  original  plan. 

196.  Tou  would  recognise,  for  instance,  that  the 
exchange  banks  would  be  likely  to  object  very  strongly 
to  the  Government  Bank  being  allowed  to  do  exchange 
business,  and  therefore  I  assume  there  would  be  less 
opposition  to  the  amalgamation  and  strengthening  of 
the  three  Presidency  banks  on  existing  lines  than  there 
would  be  to  the  other  proposal  ? — Tes.  I  think  it  is 
fair  to  say  that  there  are  many  ways  in  which  a  State 
Bank  would  do  exchange  business.  Of  coiirse  the 
widest  way  and  the  way  that  the  existing  exchajige 
banks  would  most  object  to  would  be  if  the  State  Bank 
bought  export  biUs  in  order  to  get  money  in  London, 
and^hen  boiight  import  bills  in  order  to  send  money 
back  again,  and  then  really  went  in  for  exchange  business 
in  a  veiy  large  way.  But  it  is  equally  possible  for  a  State 
Bank,  if  constituted,  to  do  very  much  what  the  Secretary 
of  State  now  does,  that  is  to  say,  merely  to  sell  remittajices 
on  India,  bills  of  exchange  on  India,  to' be  met  from  their 
own  funds  and  to  sell  them  by  competition  in  the  same 
way  as  we  sell  Council  BiUs  to  the  exchange  banks  now. 

197.  With  regard  to  the  loans  given  out  in  London 
by  the  Secretary  of  State,  I  understand  that  in  the  first 
instance  loans  are  made  to  approved  names  against 
security  ? — Tes. 

198.  And  that  recently  it  was  only  when  that  power 
was  exhausted  that  large  deposits  we^-e  put  with  the 
London  joint  stock  banks  without  security  ? — Tes,  as 
a  temporary  measure.  It  was  always  understood  as 
being  temporary. 

199.  Of  course  you  are  aware  that  in  the  City  of 
London  it  is  quite  common  for  banks  and  private 
individuals  to  put  very  large  sums,  hundreds  of 
thousands  of  pounds,  on  deposit  with  the  joint  stock 
banks  vdthout  security  ? — Tes.  I  think  the  instances 
to  the  contrary  are  very  few.  Lord  Faber,  I  think, 
quoted  one  on  Tuesday.  I  do  not  think  there  are  many 
cases  in  which  a  bank  would  give  security ;  I  mean,  it 
would  say.  we  have  depositors  for  many  millions  of 
pounds,  and  we  cannot  allow  a  particular  depositor 
merely  because  he  has  a  little  more  than  other  people 
to  have  a  specially  secui'ed  and  preferential  position. 
That  is  their  reasoned  ground  of  opposition,  I  think. 

200.  Very  often  there  is  a  difference  in  the  rate  of 
interest  if  security  is  given  F — Do  you  imply  that 
seciuity  is  often  given  ? 

201.  No,  I  do  not  wish  to  do  that  ? — I  should  say 
that  generally  security  is  not  given.  « 

202.  I  quite  agree.  Some  reference  has  been  made 
to  the  deelfiie  in  Indian  credit.  I  have  a  few  figures 
here  from  the  Stock  Exchange  Official  Intelligence 
which  are  very  short,  and  which  1  think  it  is  rather 
important  to  bring  out.  I  am  sure  you  realise  that, 
whilst  the  fall  in  sterling  3i  per  Cent.  India  Stock 
from  the  top  of  the  wave  in  1896  to  the  present  date 
is  32  points  roundly,  or  26  per  cent,  the  fall  for  the 
enfaced  3J  per  cent,  rupee  paper  for  the  same 
period  is  only  2^  per  cent.  ? — ^I  have  not  those  exact 
figures,  but  of  course  I  am  fanuliar  with  and  very 


much  interested  in  the  fact  that  rupee  paper  has  not 
fallen  to  anything  like  the  extent  as  India  sterling 
stock. 

203.  Whilst  the  3i  per  Cent,  sterling  Indian  Loan 
in  1896  returned  on  the  highest  price  of  the  year  2  •  87, 
and  at  that  time  enfaced  rupee  paper  returned  3  •  53, 
the  figures  now  are  Indian  sterling  3^  per  cent.  Loan 
3  •  93  and  enfaced  rupee  paper  3  •  73.  So  instead  of  its 
being  at  the  present  moment  more  expensive  to 
borrow  in  India  than  in  England,  as  it  used  to  be,  it 
is  much  cheaper  on  those  figures  to  borrow  in  India  ? 
— Quite  so. 

204.  Of  course,  I  recognise  that  India  is  looked 
upon  as  a  limited  market,  but  I  would  suggest  that 
the  market  is  less  limited  than  it  was,  that  the 
country  has  had  prosperous  years,  that  there  is  less 
hoarding  now  than  there  used  to  be,  and  that  the 
natives  generally  are  more  inclined  to  invest  in  Govern- 
ment securities  ? — I  think  what  you  say  is  very 
valuable,  and  you  will  readily  understand  that  it  is  a 
matter  which  is  frequently  discussed  between  the 
Secretary  of  State  and  the  Government  of  India. 
Tou  will  notice  in  one  of  ovu*  papers  there  is  a 
sentence  containing  a  good  deal  of  very  soim.d  doctrine. 
The  Secretary  of  State  said  on  one  occasion  to  the 
Government  of  India,  you  must  accept  my  views  about 
what  loans  can  be  issued  in  England,  and  I  am  very 
much  inclined  to  accept  your  views  about  what  loans 
can  bo  issued  in  India.  That  doctrine  has  a  good  deal 
of  application  to  the  facts  that  you  were  just  men- 
tioning. 

205.  With  regard  to  the  decline  in  Indian  credit,  may 
I  point  out  that,  taking  the  top  of  the  wave  again — 1896 
— whilst  Consols  have  fallen  38  points,  or  34  per  cent., 
and,  as  an  instajice  of  a  gilt-edged  secui-ity,  London 
and  North- Western  Railway  3  per  cent,  debentures 
have  in  the  same  period  fallen  45  points,  or  36  per 
cent.,  India  34  per  Cent,  sterling  stock  has  only  fallen 
32  points,  or  26  per  cent.  That  does  not  seem  to  show 
that  there  is  any  decline  in  the  credit  of  India  other 
than  what  may  be  due  to  genei-al  market  conditions  ? — • 
As  I  said  to  Lord  Faber  at  the  last  meeting,  I 
am  the  last  person  in  the  world  to  controvert  any 
optimistic  proposition  of  that  sort,  but  the  sort  of  fact 
that  I  have  been  in  the  habit  of  noticing  is  this  :  Tou 
remember  I  said  to  Lord  Faber  tltat  India  stock  used 
to  be  about  half -way  between  Local  Loans  stock  and 
County  Council  stock  of  the  same  denomination — they 
were  all  3  per  cent,  stocks  in  those  days.  There  was 
usually  for  some  reason  a  difference  of  about  10  points 
between  Local  Loans  and  London  County  Council 
stock,  and  then  India  was  5  points  below  the  one  and 
5  points  above  the  other.  Now  India  has  gone  down, 
I  am  Sony  to  say,  to  about  the  County  Council  level, 
I  took  that  comparison  merely  because  those  three 
stocks  are  more  of  the  same  sort ;  they  are  more,  to 
put  it  technically,  in  the  same  market  than  perhaps 
some  of  those  that  you  quote. 

206.  1  think  I  ought  perhaps  to  say  that  I  did  leave 
out  the  Coimty  Council  stock,  where  the  fall  has  not 
been  so  great  as  it  has  been  in  railway  debentures; 
but  I  do  not  see  that  you  can  take  a  better  guide  than 
the  best  gilt-edged  railway  debentures,  as  they  are  not 
open  to  the  same  considerations  which  affect  Consols  ? 
—I  think  as  regards  what  is  in  your  mind  we  are  very 
much  at  one.  I  gather  that  you  wish  to  emphasise 
that  we  ought  not  to  be  too  much  afraid  of  borrowing  ■ 
that  we  ought  not  to  be  too  much  depressed  by  the 
f aU  in  oui-  stocks,  and  that  we  ought  not  to  check 
India  s  development  for  those  reasons.  I  am  quite 
with  you  there. 

f-*^ !;  (■^'^'^  Kilhraclcen.)  The  expression  "  declining 
credit  has  been  used  of  India;  do  you  accept  that 
expression?— No;  I  am  very  glad  you  intei-vened. 
It  IS  a  phrase  that  people  use,  but  I  would  much 
rather  speak  m  plain  simple  language  of  the  faU  in 
the  pnce  of  India  stock.  I  did  not  like  to  caU  atten- 
tion to  it,  because  there  were  othei-  things. 

208.  (Mr.  Gladstone.)  That  is  what  I  really  wished 
to  bring  out.  On  tJie  question  of  loans  from  the 
Government  of  India  to  the  Pi-esidency  banks,  on 
which  Sir  Ernest  Cable  has  put  one  or  two  questions 
you  have  informed  us  that  the  Presidency  banks  have 
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made  no  requgets  for  loans  during  the  last  seven 
years,  and  you"  assume,  and  I  agree  with  you,  that 
this  is  because  interest  at  Bank  rate  was  demanded 
against  loans  on  security  by  the  Govemmsnt  P — That 
it  would  have  been  demanded  ? 

209.  Presumably.  I  would  submit  that  the  Presi- 
dency banks  do  not  care  to  borrow  to  lend  again  on 
the  best  gilt-edged  security  without  any  margin  to 
themselves  ?— I  think  that  is  a  very  fair  point,  if  I 
may  answer  your  question  in  that  way.  You  have 
not  forgotten  that  passage  which  I  read  from  the 
Bank  of  Bengal's  letter,  where  the  Bank  of  Bengal 
said  that  they  do  not  want  any  profit  and  merely 
wish  to  seek  the  convenience  of  the  Indian  money 
market  (paragraph  15  (1)  of  Appendix  I.,  page  4). 

210.  I  had  forgotten  that  at  the  moment,  but  still 
I  can  see  that  would  not  be  business,  and  they  are 
accustomed  to  lend  as  freely  as  they  possibly  can  at 
bank  x-ate  almost  to  any  extent  against  Government 
securities  F — Tes. 

211.  If  they  asked  a  higher  rate — -I  am  speaking 
from  positive  experience  as  far  as  the  Bank  of  Bengal 
is  concerned — I  think  it  would  be  very  much  remarked 
on ;  therefore  they  are  practically  limited  to  asking 
the  bank  rate  on  securities  of  that  kind  ? — I  dare  say 
it  is  as  you  say,  that  if  the  Government  had  made  a 
difference  of  1  per  cent,  in  the  rate  on  which  they 
lent  to  the  Presidency  banks,  the  Presidency  banks 
would  have  been  much  keener  on  taking  loans. 

212.  Do  you  not  think,  if  it  is  decided  to  grant 
such  loans  under  special  conditions,  that  1  per  cent, 
below  the  bank  rate  might  be  granted  in  order  to 
make  the  relief  effective  ?— That  sowais  prima  facie 
reasonable ;  but  if  we  were  discussing  that  in  the 
India  OflS.ce  our  first  step  would  be  to  ascertain  the 
opinion  of  the  Government  of  India,  and  anything 
that  I  say  is  siibject  to  what  the  Government  of  India 
would  think  on  such  a  matter. 

213.  It  is  admitted  that  times  of  pressure  for 
money  constantly  occur  in  India,  and  usually  at  the 
same  period  of  the  year,  when  exports  are  most  active, 
and  when  it  so  happens  that  the  Treasury  balances 
are  at  their  maximum.  That  is  set  forth,  I  think,  on 
pages  40  and  52  of  Appendix  II.  ? — I  do  not  know  whether 
the  pressiire  comes  most  when  the  export  trade  is  most 
active,  or  just  before  the  time  of  its  greatest  activity. 

214.  It  has  been  suggested  that  at  such  times  of 
pressui'e,  when  Government  resources  admit,  loans 
on  interest  against  security  might  be  made  to  the 
Presidency  banks  from  the  Paper  Currency  Reserve  ? 
— That  was  suggested  in  about  1899  or  1900,  I  think 
it  was,  by  the  Bank  of  Bengal,  and  it  was  siipported 
by  the  Bank  of  Madras.  I  ventured  to  make  some 
observations  on  it  in  my  memorandum. 

215.  I  gather  that  you  personally  would  favour 
this  course  with  the  qualification,  if  the  strength  of 
the  banks  is  held  to  be  suflSoient  to  justify  such  loans  ? 
— ^Tes.  I  should  like  to  repeat  here,  if  I  do  not 
repeat  it  too  often,  that  that  does  not  come  from  the 
Secretary  of  State,  but  that  it  comes  from  me,  and 
you  must  not  regard  it  as  authoritative.  The  obvious 
advantage,  which,  of  course,  you  see,  is  that  it  is  a 
much  more  stable  and  trustworthy  fund  from  which 
loans  can  be  given. 

216.  Might  not  any  risk  to  Government  be  provided 
against  by  maintaining  an  effective  margin,  perhaps 
as  much  as  5  per  cent,  between  the  amount  of  the 
loans  and  the  market  value  of  the  security  ? — Of  course 
that  guards  you  against  loss,  but  it  does  not  guard 
you  against  the  risk  of  not  getting  back  youi-  money  at 
the  right  moment,  which  is  often  just  as  important. 
To  have  your  money  tied  up  in  securities  which  are 
sure  to  be  worth  their  value  three  months  hence,  when 
you  want  your  money  to-morrow,  is  not  always  a 
satisfactory  position.  „    ,     -r,      ■ 

217.  On  the  question  of  the  strength  of  the  Presi- 
dency banks,  I  understand  that  the  India  OflBce  lends 
freely  when  it  suits  them  to  exchange  banks  in 
London  against  security  ? — Tes. 

218.  Presumably,  therefore,  these  banks  in  India, 
and  all  the  more  the  Presidency  banks,  are  strong 
enough  to  justify  such  loans  against  security?— I 
I  have  mentioned  in  paragraph  17  (3)  of  Appendix  I. 
that    Sir    Guy  Fleetwood  Wilson  had  a  discussion 
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with  the  exchange  banks  as  to  whether  they 
would  like  to  bon-ow  money  from  the  Govern- 
ment of  India.  They  said — -this  was  the  impression 
made  on  his  mind — that  they  were  not  keen  on  it. 
The  explanation  is  in  a  sense  faii-ly  simple — ^that,  if 
they  can  borrow  in  London  from  the  Secretary  of 
State  at  London  rates,  which  might  be,  say.  Si  per 
cent.,  they  would  not  be  much  attracted  by  the  idea 
of  borrowing  the  same  amount  of  money  in  India  at 
Indian  rates,  or  6  per  cent.  I  do  not  know  if  that 
is  the  only  explanation,  but  it  seems  to  me  a  very 
plausible  one. 

219.  My  question  was  meant  to  show  that  the 
standing  and  the  strength  of  the  Presidency  banks  in 
India  at  the  present  moment  is  such  as  to  justify 
loans  against  security  on  special  occasions  ? — Yes. 
Of  course  you  have  to  bear  in  mind  that  it  is  a 
question,  not  of  loans,  but  of  additional  loans.  If  you 
have  deposited  two  millions  with  a  particular  bank, 
and  it  is  a  very  strong  bank,  then  the  question  of 
depositing  a  third  million  is  not  quite  the  same  as  if  it 
were  a  question  of  depositing  the  first  million. 

220.  I  quite  follow  that.  I  would  like  to  ask  you 
a  few  questions  now  on  the  Treasury  balances  in  India. 
We  have  'before  us  the  Government  of  India's  resolu- 
tion of  January  19,  1876,  as  to  the  management  and 
economising  of  the  Treasury  balances  (page  35,  Appen- 
dix II.) ;  we  also  have  Sir  James  Westland's  memoran- 
dum of  November  20,  1888,  sent  in  the  Government 
of  India's  letter  to  the  Bombay  Chamber  of  Commerce 
of  Januai-y  12,  1889  (pp.  42-7  of  Appendix  II.). 
Are  there  any  such  later  resolutions  and  reports 
to  guide  us  as  to  the  system  and  what  is  being 
done  at  the  present  time — I  refer  to  the  detailed 
working  of  the  treasuries  ? — For  a  couple  of  years  I 
think  the  Comptroller-General — probably  Mr.  GiUan 
was  Comptroller- General  at  the  time  —  issued  a 
summai-y  of  the  resource  operations  of  the  Government 
of  India  and  the  management  of  balances  during  the 
year,  and  some  sort  of  information  on  that  subject  is 
given  in  the  annual  report  of  the  Paper  Currency 
Department.  I  do  not  think  that  you  would  have 
anything  else  in  so  general  a  form. 

221.  {Mr:  Qillan.)  That  is  only  an  annual  report 
of  course.  There  is  a  manual  of  the  Comptroller- 
General's  office  which,  as  far  as  I  know,  contains  the 
latest  resume  of  instructions  on  the  points  that  Mr. 
Gladstone  is  asking  you  about.  I  do  not  know 
whether  that  is  available  here  or  notf  ? — I  am  not 
sure,  but  I  will  see. 

222.  [Mr.  Gladstone.)  What  I  should  like,  if 
possible,  would  be,  not  a  mere  resume,  but  something 
to  enable  an  expert  like  Sir  James  Begbie,  for  instance, 
to  look  into  the  actual  daily  working  of  the  treasuries. 
I  do  not  see  now  we  are  to  form  any  independent 
opinion  as  to  the  balances  in  India  unless  we  are  made 
aware  of  the  exact  daily  conditions,  say,  in  one  or  two 
representative  ti-easuries,  large  and  small,  and  of  the 
practice  ;  but  perhaps  that  is  a  question  which  ovight 
to  be  asked  of  the  Indian  witnesses  ? — I  think  so. 

223.  I  would  like  to  ask  whether  you  do  not 
consider  that  the  general  conditions  have  greatly 
changed  in  India  during  the  last  25  years  F — They 
have  enormously  changed.  For  one  thing  you  wiU 
notice  that  the  proportion  of  private  deposits  to 
Government  deposits  in  the  Presidency  banks  has 
gone  up  very  greatly.  I  would  not  say  that  makes  all 
this  doctrine  of  1874  and  1876  obsolete,  but  at  any 
rate  it  has  taken  away  some  of  its  applicability. 

224.  I  think  you  referred  to  the  balances  which  Sii- 
James  Westland  named  of  8  crores,  and  stated  that  the 
assumption  was  that  nothing  of  that  kind  could  be 
faced  now  with  the  increased  revenues,  and  so  on,  and 
the  responsibilities  of  the  Government.  With  the 
enormous  extensions  of  railways  and  telegraphs  and 
wireless,  could  not  greater  economy  be  exercised  by 
more  dii-ect  central  control  of  the  treasuries  and  daily 
returns  of  receipt  and  expenditure  by  wire,  much  as 
traflSc  over  a  long  length  of  railway  is  directed  from 
one  central  point  always  by  wire  s" — ^I  should  say  that 

*  Office  Manual  of  the  Comptroller-General,  published  by 
the  office  of  the  Superintendent  of  Government  Printino- 
Calcutta,  1900.  "' 
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is  a  question  whether  the  Comptroller-General  from 
time  to  time  does  his  work  with  the  greatest  amount 
of  efficiency.  Quite  apart  from  the  fact  that  a  late 
Comptroller- General  is  here,  1  have  always  thought 
that  that  kind  of  Work,  what  they  call  in  India 
resource  work,  that  is,  the  work  of  putting  Govern- 
ment money  where  it  is  wanted,  is  extremely  well  done 
so  far  as  I  can  judge  from  such  limited  information 
on  the  subject  as  reaches  the  India  Office. 

225.  I  think  you  are  aware  that,  apart  from  those 
who  have  special  knowledge  of  India,  our  highest 
financial  authorities  are  inclined  to  doubt  whether 
these  large  balances  in  India  are  necessaiy  ? — If  you 
are  speaking  of  such  balances  as  were  held  on 
March  31,  1913,  in  India,  which  were  exceptionally 
high,  owing  to  a  number  of  caiises  with  which  you  are 
familiar,  then  there  is  no  doubt  those  balances  were 
unnecessaiy. 

226.  I  quite  follow  that  the  conditions  were  ex- 
ceptional with  regard  to  those,  but  I  refer  more  to 
the  ordinary  balances  which  I  understand  are  12  or 
14  crores,  or  something  of  that  kind  ? — L  should  say 
that  on  March  31  in  a  normal  year  the  balances  in 
India  would  be  about  18  crores. 

227.  The  total  Treasury  balances?  —  The  total 
Treasury  balances,  including  the  amounts  held  on 
behalf  of  the  treasuries  in  the  Presidency  banks, 
woiild  be  between  18  and  19  crores  on  March  31. 
I  woiild  like  to  say,  if  I  may,  that  it  is  very  difficult 
for  an  eminent  English  financier  to  give  a  valuable 
opinion  as  to  the  exact  amount  that  ought  to  be  held 
in  Indian  Government  treasuries  at  any  time. 

228.  I  entirely  agree  with  that,  and  I  do  not  know 
that  they  would  go  so  far  as  to  give  opinions ;  they 
would  not  without  studying  the  conditions.  I  only 
meant  that  at  first  sight  they  find  it  difficult  to 
understand  how  it  can  be  necessary  tinder  modern 
conditions  to  keep  these  enormous  balances  in  India. 
I  am  really  referring  to  the  average  balances,  and  I  am 
not  dealing  so  much  with  what  you  end  up  with  on 
March  31  ? — You  will  notice  that  in  Statement  C. 
in  Appendix  II.  on  page  76,  the  figures  are  given  for 
four  quarterly  dates  in  certain  years.  One  can  give  that 
information  month  by  month  or  for  a  larger  number 
of  years  if  you  wish. 

229.  I  am  satisfied  with  that  information,  but  I 
should  like  to  see  what  I  consider  those  large  balances 
justified  by  a  closer  examination  into,  as  I  said,  the 
weekly  and  daily  working  of  representative  treasuries  ? 
— I  think  you  must  fall  back  on  the  Indian  witnesses 
for  that. 

230.  Tou  mentioned,  I  think,  that  the  disposal  of 
the  Council  bills  might  possibly  be  done  under  better 
conditions  by  a  bank  than  by  the  Government  ? — Did 
I  say  under  better  conditions  ?  As  well,  I  ought  to 
have  said. 

231.  Then  as  well,  for  a  reason  which  you  explained. 
Is  not  this  important  branch  absolutely  bound  up  with 
the  question  of  the  Treasury  balances  in  India,  the 
Paper  Cua-rency  Reserve,  and  the  gold  standard — it  all 
forms  part  of  the  same  problem  ?: — I  would  answer 
that  question  in  the  affirmative;  but  as  regards  our 
inferences  from  it,  I  am  not  sure  that  we  should  agree. 
I  gather  that  your  inference  is  that  it  must  remain  a 
piece  of  Government  business  as  distinct  from  a  bank 
business.  My  inference  would  be  that  if  you  do  hand 
over  to  a  very  large  extent  the  Government  balances  in 
India  to  a  bank,  that  same  bank  in  its  English  branch 
would  have  to  have  something  to  do  with  the  selling 
of  remittances,  merely  because,  as  you  say,  the  two 
branches  of  business  are  so  closely  allied. 

232.  Do  you  consider  that  any  unofficial  institution 
could  deal  as  efEectively  with  these  very  large  questions 
as  the  Government? — No.  I  thought  I  was  rather 
careful  to  say,  when  I  committed  myself  to  the  view 
that  I  rather  liked,  in  some  aspects,  the  idea  of  a 
great  Slate  bank,  that  it  would  have  to  be  very  much 
under  Government  control,  or  at  any  rate  working  in 
such  close  co-operation  vnth  the  Government  that  it 
would  amount  to  Government  control;  and  as  far  as 
I  can  tell,  unless  that  condition  were  satisfied,  the 
scheme  would  be  impossible. 

233.  Might  I  ask,  as  a  last  question,  whether  it  is 
not  your  belief  that  the  present  system  on  the  whole 


satisfies' the  interests  of  the  ptiblic  best,  and  a,re  not 
those  trading  with  India  generally  of  this  opinion  ? — 
I  might  almost  say  that  modesty  forbids  me  to  answer 
that  in  the  affirmative.  I  think  I  might  say  that  the 
piiblic  ought  to  be  well  satisfied,  but  if  you  would  allow 
me,  I  should  like  to  give  you  the  result,  very  briefly,  of 
the  inquiry  that  we  made  on  the  subject.  Some  time 
ago  the  Secretary  of  State  asked  the  Government  of 
India,  among  other  things,  whether  they  had  received 
representations  in  India  against  the  present  system  of 
selling  Council  bills,  and  so  on,  especially  represen- 
tations in  favour  of  restricting  them,  which  you  know 
is  the  chief  measure  which  has  been  suggested.  The 
Government  of  India  said,  with  regard  to  the  restriction 
of  Council  bills,  it  has  always  been  urged  by  Mr.  Webb 
^whose  name  I  expect  is  familar  to  you — that  they 
should  be  limited  to  the  amount  required  to  meet  your 
home  changes,  and  he  made  certain  representations, 
which  they  rehearse.  So  far  as  we  can  trace,  no  other 
representations  on  this  subject  have  been  made  within 
the  period  mentioned  by  the  Secretary  of  State — that 
was  10  years.  They  say  in  the  passage  which  I  think 
I  have  already  read,  that  they  think,  though  improve- 
ments may  from  time  to  time  be  made,  the  practice,  in 
their  opinion,  is  generally  sound.  So  I  think  you  are 
right  in  saying,  and  I  am  grateful  to  you  for  bringing 
it  out,  that  in  spite  of  the  strong  remarks  that  one  has 
occasionally  seen  in  the  newspapers,  the  present  system 
is  regarded  with  general  satisfaction.  I  think  that  if 
you  put  those  kind  of  questions  to  the  representatives 
of  the  Chambers  of  Commerce  in  India,  who  will 
doubtless  come  here,  you  wUl  get  a  similar  answer. 

234.  (Mr.  Keynes.)  Tou  have  given  as  one  of  the 
reasons  for  the  high  level  to  which  the  balances  reach 
from  time  to  time  the  difficulty  of  accurately  budgeting 
in  a  country  subject  to  such  conditions  as  exist  in 
India,  and  in  paragraph  24  (1)  of  Appendix  I.  you  point 
out  that  in  March,  when  the  Budget  is  prepared,  it  is 
particularly  difficult  to  know  accurately  what  revenue 
can  be  expected.  Has  it  ever  been  considered  whether 
that  could  be  partially  remedied  by  removing  the 
end  of  the  financial  year,  say,  to  September,  when  the 
season  which  would  be  covered  by  the  year  being 
budgetted  for  could  be  more  easily  forecasted  ? — There 
are  some  questions  which  are  always  being  considered 
at  intei-vals  of  10  years  or  so  in  India,  and  the  question 
of  altering  the  financial  year  you  will  find  was  con- 
sidered in  1864,  by  the  Select  Committee  of  1873,  by 
Lord  Welby's  Royal  Commission  of  1895,  and  so  on. 
I  think  it  has  been  considered,  not  with  reference  to 
a  September-to- August  year,  but  with  reference  to 
a  calendar  year.  If  it  were  a  calendar  year,  I  think, 
from  the  purely  Budget  point  of  view,  it  would  be 
a  better  year,  because  you  would  start  your  Budget  in 
January  and  you  would  know  pretty  well  where  you 
were  until,  say,  June  or  July,  by  which  time,  if  the 
monsoon  were  going  to  give  trouble,  it  would  begin  to 
do  so.  So  that  you  would  have  six  oi-  seven  months  of 
certainty,  or  comparative  certainty,  and  then  five  or  six 
months  of  uncertainty ;  whereas-  at  present  you  budget 
from  April,  and  you  have  only  three  months  of  com- 
parative certainty  and  nine  months  of  comparative 
uncertainty.  Therefore,  from  the  purely  Budget  point 
of  view  I  thmk  a  change  would  be  advantageous. 
But— and  I  have  often  discussed  it  with  colleagues  of 
mme  with  great  experience  of  India— it  would  throw 
out  the  administrative  work  of  all  sorts  of  departments 
in  the  Government  of  India  and  in  the  provincial 
governments  so  seriously  that  I  think  it  is  a  change 
that  IS  not  likely  to  be  made,  in  spite  of  the  Budeet 
advantage  that  it  might  possess. 

235.  I  can  quite  understand  that  the  change  would 
be  veiy  troublesome ;  but  you  are  saying  in  efBect  that  if 
the  change  were  once  made.it  would  be  an  advantage 
*?  *H.  ^^^®*','^*"^  y°™  argument  against  it  is  the 
difficulty  of  making  the  change  ?— No,  I  am  not  savins 
that ;  I  oppose  it  on  stronger  ground.  Let  me  put  it 
m  a  more  definite  way.  Supposing  that  one  had  a 
January-to-December  year,  which  would  seem  to  be 
the  natural  alternative  to  an  April-to-March  year  then 
the  Budget  work  would  have  to  be  prepared,  ^nd  a 
good  deal  of  other  work  would  have  to  be  done 
m  goveminent  offices  probably  in  November  and 
December  before  the  Budget  came  on.     Now   many 
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colleagues  of  mine  with  Indian  experience  say  that  it  is 
most  important  that  high  officers  of  one"  sort,  and 
another  should  be  able  to  tour  about  India,  or  tour 
about  their  provinces,  in  the  months  of  November  and 
December  because  they  are  the  best  months  in  the 
year  for  that  open  air  and  itinerant  work.  Of  course 
here  I  speak  subject  to  correction  from  those  with 
Indian  experience;  but  I  think  that  is  a  serious 
obstacle. 

236.  In  the  case  of  the  September  -  to  -  August 
year,  what  would  your  feeling  be  about  that? — I  had 
not  thought  over  it,  and  I  do  not  really  like  to^  say 
without  thinking.  Perhaps  if  there  is  another  oppor- 
tunity you  might  ask  me  later. 

237.  But  you  would  agree  that  from  the  point  of 
view  of  accurate  budgetting  March  is  almost  the  worst 
month  you  could  take  ? — Yes,  I  think  you  are  right. 
The  worst  month  you  could  take,  I  suppose,  would  be 
May,  but  roughly  what  you  say  is  correct,  I  think. 

238.  I  do  not  know  whether  this  is  to  the  point  at 
all,  but  in  paragraph  30  (4)  of  Appendix  I.  jou 
point  out  that  the  capital  transactions  in  England  are 
apt  to  occur  immediately  after  ithe  end  of  the  financial 
year,  and  therefore  the  closing  balances  at  the  end  of 
March  give  a  misleading  appearance  because  they  omit 
to  take  account  of  the  pending  capital  transactions  ? — 
That  is  so.  Another  thing  they  may  do,  which  has 
caused  much  more  misunderstanding,  is  that  if  one  has 
raised  a  loan,  say,  a  week  before  the  end  of  March, 
then  in  a  series  of  annual  figures  showing  the  balance 
on  March  31  you  see  against  that  particular  year  a 
very  high  balance,  and  the  reader  does  not  realise  that 
it  is  an  accidentally  high  balance. 

239.  Therefore  fr'om  the  point  of  view  of  tidy 
account-keeping,  March  is  an  inconvenient  time  of  the 
year  from  the  point  of  view  of  the  India  Office  P — From 
some  points  of  view  it  is,  and  also  you  might  say  that 
it  is  really  in  the  middle  of  a  critical  period  of  the  year 
when  changes  may  take  place  in  vei-y  large  amounts  in 
one  week. 

240.  The  next  point  I  wish  to  ask  is  in  connection 
with  a  question  raised  by  Sir  Robert  Chalmers 
about  the  connection  between  the  Indian  and  Iiondon 
money  markets.  You  rather  suggested  in  your  reply,  I 
think,  that  the  connection  was  not  close,  and  I  suppose 
everybody  would  agree  that  there  was  no  mathematical 
connection  and  that  the  rate  of  money  in  India  was 
determined  by  many  other  things  in  addition  to  the 
London  bank  rate  ? — Yes. 

241.  Would  you  not  say  that  when  there  is 
considerable  pi-essure  in  India  the  extent  to  which 
remittances  are  sent  there  depends  upon  the  London 
bank  rate  ? — I  think  they  are  affected  to  some  extent 
by  the  London  bank  rate,  but  the  point  which  I  am 
not  sure  whether  Sir  Robert  Chalmers  had  in  mind, 
and  I  am  not  sure  whether  you  have  in  mind,  is  this — 
they  are  rather  two  points.  In  the  first  place,  pressure 
may  come  in  India  through  causes  which  are  not  likely 
to  be  relieved  by  the  sale  of  Council  bills.  One  so 
often  thinks  that  the  sale  of  Council  bills  is  the  natural 
way  of  relieving  stringency  in  the  Indian  •  money 
market.  So  far  as  the  stringency  is  due  to  great 
demands  for  the  steadily  progressive  export  trade,  I 
have  no  doubt  that  the  common  view  is  correct ;  but 
the  stringency  may  be  due  to  this  kind  of  thing ;  a 
firm  buys  jute,  for  example,  on  borrowed  money  from 
the  Bank  of  Bengal,  or  cotton  on  money  borrowed 
from  the  Bank  of  Bombay,  and  is  not  able  to  pay  back 
the  loans  it  has  taken  from  the  bank  until  it  has 
sold  its  finished  article.  Supposing  that  either  the 
manufacturer  is  holding  out  for  high  prices,  or  the 
purchaser  in  Japan  or  the  Argentine  is  rather  slow  in 
coming  foi-ward,  the  period  over  which  such  loans 
extend,  that  is  to  say,  the  period  imtil  the  actual  sale 
for  export  is  made,  may  be  prolonged  to  an  unusual 
extent.  That  causes  a  certain  amount  of  stringency, 
and  so  long  as  it  goes  on  it  is  very  difficult  to  see  how 
it  can  be  relieved  by  the  sale  of  Council  bills,  because 
no  export  bills  are  created  against  the  export  until  the 
export  is  actually  arranged  for.  I  hope  I  have  not 
been  too  technical,  but  I  think  that  is  one  reason 
against  assuming  that  when  there  is  a  stringency  in 
India  it  is  likely  to  be  relieved  soon  from  London. 


Then  there  is  another  fact  which  perhaps  you  are  not 
awai-e  of.  Of  course  you  are  aware  that  the  exchange 
banks  do,  as  far  as  I  can  tell,  a  certain  amount  of 
business  in  the  way  of  importing  capital  for  banking 
purposes  ;  but  they  do  not  do  very  much,  as  I  gather, 
of  such  business,  and  the  Presidency  banks  are  not 
allowed — they  have  been  asking  for  many  years  to  be 
allowed — to  import  capital  to  be  used  temporarily  for 
banking  purposes,  the  Secretary  of  State  never  having 
seen  his  way  to  grant  that  permission.  No  doubt  you 
will  be  much  intei'ested  in  the  papers  on  the  subject 
that  you  will  see.  That  restriction  no  doubt  has  a 
good  deal  to  do  with  preventing  banking  money  from 
being  imported  into  India  at  the  moment  of  stringency, 
and  therefore  it  prevents  this  equalisation,  or  this 
approximation,  that  you  might  expect  between  the 
London  and  the  Indian  bank  rates. 

242.  (Chairman.)  What  do  you  mean  by  saying 
that  the  Presidency  banks  are  not  allowed  to  import 
capital  into  India  for  banking  purposes  ? — Perhaps  I 
might  put  it  in  this  way ;  I  will  not  take  you  through 
the  clauses,  because  that  would  make  it  rather  long. 
The  Pi-esidency  banks  came  into  existence  in  India,, 
they  raise  their  capital  in  India,  they  buy  stocks,  and 
so  on,  in  India,  and  they  may  raise  further  moneys  in 
certain  ways,  all  in  India.  Prom  time  to  time  they 
have  said  to  the  Government  of  India :  "  Supposing 
"  that  we  could  take  a  certain  portion  of  our  securities 
"  and  pledge  them  as  security  for  loans,  say  from  the 
"  Bank  of  England,  or  from  some  great  English 
"  banking  institution "  —  I  will  not  go  into  the 
technicalities  of  it — "  we  should  be  able  temporarily  to 
"  iiuSrease  the  capital  that  we  are  able  to  lend  to  our 
"  custoniers  in  India."  You  will  see  from  the  papers* 
that  are/going  to  be  given  to  the  Commission  that  tljie 
Secretary  of  State  has  always,  for  quite  a  number  of 
reasons,  objected  to  that  change,  so  the  Presidency 
banks  are,  as  it  were,  closed  up  in  India,  and  have 
no  access  to  any  country  outside,  except  Ceylon,  which 
is  inconsiderable. 

243.  What  the  Secretary  of  State  has  objected  to  is 
the  removal  of  the  securities  held  by  the  bank  from 
India  to  London,  and  their  being  pledged  in  London  ; 
is  that  so  ? — He  has  objected  to  the  Presidency  banks 
borrowing  in  London  from  a  London  lender. 

244.  (Sir  Robert  Chalmers.)  Is  that  only  as  regards 
the  Bank  of  England  ?  Is  it  not  open  to  the  Presi- 
dency banks  to  receive  deposits  in  London  ? — No  ;  in 
fact,  I  may  say  that  the  Presidency  banks  have  never 
asked  to  be  allowed  to  do  that.  That  would  really 
change  their  character  very  completely. 

245.  (Mr.  Gladstone.)  Would  not  the  answer  be 
that  the  Presidency  banks  must  not  compete  in 
exchange  operations,  and  they  are  prohibited  from 
doing  so  ? — That  is  rather  a  gloss  on  my  meaning. 

246.  (Sir  James  Begbie.)  They  are  not  allowed  to 
borrow  in  London .  independent  of  the  exchange 
business  P — I  will  tell  you  why  I  should  not  accept 
Mr.  Gladstone's  gloss  on  what  I  said,  if  I  may.  You 
will  find  from  the  papers*  when  they  are  submitted 
to  you,  that  the  Presidency  banks  have  always  said, 
and  I  am  quite  sure  bond  fide,  that  they  do  not  wish  to 
compete  with  the  exchange  banks  in  exchange  business ; 
they  merely  want  to  borrow  in  London  in  order  to 
relieve  the  Indian  money  markets. 

247.  (Mr.  Keynes.)  To  come  back  to  the  point  from 
which  we  began,  it  is  the  case,  is  it  not,  that  the 
exchange  banks  lend  a  great  deal  of  money  in  India  on 
loans  or  advances,  and  do  not  engage  aU  their  funds  in 
foreign  bills  ? — No  doubt  when  they  have  money  in 
India  they  do  that.  I  hope  you  will  ask  the  represen- 
tatives of  the  exchange  banks  whether  it  is  theu-  habit 
to  send  out  money  to  India  in  order  to  be  employed  in 
that  way. 

248.  My  point  rather  is  this,  that  the  effective  rate 
for  money  in  London  determines  how  much  it  is  worth 
while  for  the  exchange  banks  to  expend  on  the  purchase 
of  Council  bills  ;  those  Council  bills  put  them  in  funds 
in  India,  and  I  should  not  suppose  that  they  would 
ma,ke  up  their  minds  until  the  last  moment  whether  it 
would  be  most  profitable  to  use  those  funds  that  they 
get  in  India  in  buying  more  foreign  bills  which  could 

*  See  Appendix  XV.,  page  3.55. 
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be  discounted  in  London,  or  in  making  direct  advances  ; 
and  I  should  be  surprised,  therefore,  if  the  rate  at 
which  business  in  bills  could  be  done  were  very 
different  from  the  rate  at  which  advances  would  be 
made  on  a  similar  sort  of  security.  I  would  like  to 
know  if  you  are  intending  to  deal  with  that  in  your 
answer  ? — My  view  about  the  way  that  the  exchange 
banks  do  their  business  is,  I  think,  rather  different 
froiu  yours.  I  thiak  primarily  the  exchange  bank 
regards  it  as  its  business  to  buy  bills  as  cheap  as  it  can, 
and  then  in  due  course  to  collect  the  money  or  to 
discount  the  bill  at  as  favourable  i-ates  as  it  can. 
I  should  say  that  the  exchange  banks  generally  regard 
the  loaning  paa-t  of  their  business  as  very  subsidiary. 
1  believe  it  becomes  more  and  more  important,  but 
I  think  even  now  it  is  still  a  subsidiary  branch  of  their 
business. 

249.  Is  it  your  opinion  that  the  rate  for  bills  in 
India  might  differ  appreciably  more  than  it  does  in 
England  from  the  rat«  for  advances  on  similar  security 
and  for  similar  periods  of  time? — I  am  inclined  to 
think  that  it  might,  bvit  it  is  so  purely  a  technical 
question  of  the  actual  working  of  the  particulai-  set  of 
banks  that  I  think  it  would  be  well  to  ask  the  repre- 
sentatives of  the  banks. 

250.  Mr.  Gladstone,  1  think,  di'ew  attention  to  the 
remarks  that  you  made  in  paragraph  17  (3)  of  Appen- 
dix I.,  with  regard  to  lending  to  exchange  banks  in 
India,  and  he  pointed  out  that  a  good  deal  was  already 
lent  to  them  in  London.  I  should  like  to  know  about 
how  much  that  has  been  in  recent  years  ? — ^I  have  a 
statement  here  in  case  it  is  interesting  to  the-,  Com- 
mission, but,  if  you  will  allow  me,  I  will  not  read  much 
of  it  because  you  cannot  take  in  a  great  number  of 
figures  when  they  are  merely  read  out.  The  important 
point  is  this :  There  are  five  exchange  banks  which 
boiTow  from  the  Secretary  of  State.  I  have  had  taken 
out  for  me  the  amount  of  the  outstanding  loans  to 
each  bank  shown  in  the  last  weekly  statement  for  each 
month  in  1912-3  ;  then  we  have  added  up  the  total  and 
divided  that  by  12,  which  gives  in  a  rough  way  the 
average  amount  of  India  Office  money  held  by  the 
exchange  banks.  Those  averages  for  1912-3  are :  the 
Chartered  Bank  of  India,  Australia,  and  China, 
450,000^. ;  the  Eastern  Bank,  70,0001. ;  the  Hong  Kong 
and  Shanghai  Banking  Corporation,  180,000i. ;  the 
Mercantile  Bank  of  India,  220,000?. ;  the  National  Bank 
of  India,  470,000Z.  The  total  of  those  five  is  1,390,000?. 
Of  course,  you  can  have  the  information  in  much  more 
detail. 

251.  What  was  the  highest  total,  apart  from  the 
average,  in  any  week  ? — The  highest  of  these  ^ures  that 
I  have  before  me  is  l,900,000i.  at  the  eiid  of  December 
1912,  but  in  weeks  which  do  not  happen  to  be  the  last 
week  of  a  month  there  may  have  been  higher  figures. 

252.  The  average,  you  say,  was  about  1,400,000?.  ? 
^That  is  right. 

253.  So  that  they  get  vei-y  large  sums  ? — Yes,  very. 

254.  Large  in  proportion  to  their  resources  in 
London  ? — I  would  not  say  in  proportion  to  their 
resources,  as  they  have  veiy  great  resources.  Still, 
there  are  the  simis,  and  whether  one  calls  them  large 
or  small  is  a  matter  of  judgment. 

255.  If  these  funds  were  lent  to  the  exchange  banks 
in  terms  of  rupees  instead  of  in  terms  of  sterling  would 
it  be  possible  to  get  a  higher  rate  of  interest,  do  you 
expect  ? — I  do  not  know.  I  should  have  thought,  but 
I  speak  with  great  diffidence  of  an  institution  like  the 
Hong  Kong  and  Shanghai  Banking  Corporation,  that 
if  it  did  not  borrow  money  from  the  India  Office  it 
would  borrow  money  from  someone  else  in  London  on 
as  good  terms,  or  nearly  as  good  terms.  You  see,  they 
are  very  strong  banks,  and  in  good  credit. 

256.  You  would  not  say  that  in  regard  to  this 
particular  kind  of  loan  the  India  Office  was  in  a 
predominant  position  ? — ^I  do  not  think  so.  Of  course, 
you  have  Lord  Faber  here,  who  knows  much  more 
about  banking  than  I  do.  The  Eastern  Bank,  as  you 
know,  is  rather  a  new  one,  but  I  should  say  that  if  one 
of  these  old-established  exchange  banks,  which  have 
connections,  some  of  them,  all  over  the  British  Empire 
and  beyond,  wanted  to  boiTow  haM  a  million  or  a 
quarter  of  a  million  of  money  in  London,  and  could 


not  go  to  the  India  Office,  they  would  probably  have  no 
difficulty  in  getting  it  somewhere  else. 

257.  At  substantially  similar  rates? — I  should 
think  so.  Of  course,  I  would  not  dogmatise,  but  that 
is  my  impression. 

258.  If  this  sum  is  lent  them  now  in  London 
against  rupee  paper,  it  would  not  be  a  very  revolu- 
tionary thing  for  the  Government  to  lend  it  them  in 
India  against  similar  security? — It  would  not  be  a 
revolutionary  thing,  but  then  you  must  regard  it, 
please,  from  some  different  points  of  view.  Just  let 
me  take  a  case  to  show  where  your  argument,  if  I  may 
call  it  an  argument,  that  the  two  things  are  much  the 
same,  would  rather  break  down :  Supposing  that  the 
Secretary  of  State  had  been  accumulating  some  money 
towards  the  end  of  March  in  order  to  pay  his  5th  Api-il 
dividends,  and  he  had  lent  it  to  these  banks  with  the 
understanding  that  on  the  3rd  or  4th  of  April  he  will 
get  it  back  from  them  and  be  able  to  use  the  money 
to  pay  his  dividends,  from  the  point  of  view  of  the 
Secretaiy  of  State  it  would  be  a  very  sei-ious  matter  if 
that  money,  instead  of  being  repayable  to  him  at  the 
Bank  of  England,  at  4  p.m.  on  a  certain  day  in  April, 
were  in  India  and  repayable  to  the  Comptroller- 
General. 

259.  I  did  not  mean  to  controvert  that;  I  was 
thinking  of  a  different  point  ? — I  was  not  sure  whether 
you  had  noticed  that.  It  is  a  veiy  important  point. 
From  the  point  of  view  from  which  you  have  raised  it, 
that  it  would  not  be  a  revolutionary  departure,  I  quite 
agree  with  you. 

260.  I  meant  only  that  if  the  Government  of  India 
had  the  money  to  lend  in  India,  then  to  lend  it  in  this 
particular  way  would  be  nothing  very  new  ? — There  I 
quite  agree  with  you. 

261.  In  paragraph  15  of  Appendix  I.  you  quote 
a  number  of  opinions  that  have  been  expressed 
by  the  Govei-nment  of  India  from  time  to  time ; 
you  will  not  perhaps  endorse  them,  but  I  want 
to  ask  you  how  far  those  opinions  related  to  lending 
money  from  what  I  might  oaU  the  noi-mal  balances  of 
the  Government,  and  how  far  to  lending  money  from 
amounts  tempoi-arUy  with  them  in  excess  of  their 
normal  requirements  ? — I  quite  agree  with  you  that  a 
sharp  distinction  ought  to  have  been  drawn,  but 
whether  the  writers  were  scientific  enough  to  draw  such 
a  sharp  distinction  in  their  own  minds  I  do  not  know. 
I  agree  with  you  that  there  is  a  distinction  in  principle 
between  the  two  kinds  of  loans,  but  there  is  this  common 
to  the  objections  to  both — -that,  whether  you  are  dis- 
cussing a  system  of  regularly  lending  a  crore  or  two 
crores,  or  whether  you  are  discussing  a  system  of 
occasionally  lending  a  large  sum  when  you  have  very 
large  sums,  the  argument  that  the  Government  may 
have  to  withdraw  its  money  at  unexpected  times  applies 
to  some  extent. 

262.  I  was  thinking  partly  of  this  argument — for 
the  Govei-nment  to  lend  would  be  a  disturbance  to  the 
supply  of  money  in  India,  but  at  present  if  the  Govern- 
ment does  not  lend  it  means  a  disturbance  ? Yes.     Of 

course,  the  general  argument  which,  as  you  very  tiiily 
say,  applies  to  noi-mal  times,  would  have  much  less 
applicability  to  a  time  like  the  present,  when  the 
amount  locked  up  in  the  Government  Treasuries  is 
unusually  large. 

263.  You  would  not  wish,  therefore,  to  endorse  these 
opmions  if  they  were  taken  to  apply  to  abnormally  high 
balances  ? — Certainly  not. 

264.  When  you  were  talking  last  time  about  the 
transfer  of  funds  fi-om  India  to  London  generally,  you 
said  that  you  were  always  willing  to  do  it  when  there 
was  a  demand  for  Council  bills,  and  when  the  Govern- 
ment of  India  had  funds  in  hand,  because  it  facilitates 
your  operations  in  various  ways  that  it  should  be 
possible  for  you  to  issue  your  loans  at  a  convenient 
moment,  and  so  forth  ? — Yes. 

265.  You  did  not  mention  among  those  advantages 
the  general  strengthening  of  youl-  sterling  position- 
that  IS  to  say,  m  addition  to  youi-  cash  balances  iil 
London  it  might  be  regai-ded  as  an  aid  to  the  paper 
cmi-ency  i-eserve  and  the  gold  standai-d  reserve- 
would  you  say  that  was  the  case  ?  —  You  mean  I 
suppose,  that  if  there  were  a  sudden  fall,  in  exchange 
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the  larger  our  balances  at  the  moment  the  better  would 
be  our  position  for  meeting  such  a  fall ;  is  that  it  ? 

266.  Yes  P — It  is  perfectly  true  that,  the  larger  our 
sterling  reserve  is,  the  better  is  our  position  for  meeting 
a  fall  in  exchange,  but  if  you  are  asking  me  about  the 
actual  practice,  I  should  not  think  that  the  Secretaiy 
of  State  would  ever  increase  his  resources  with  that 
object  in  his  mind — I  mean  he  would  be  guided  actually 
by  many  other  considerations  than  that.  Although, 
as  you  say,  if  incidentally  the  result  that  you  mention 
occurred  it  would  be  an  advantage,  stiU  it  would  only 
be  incidentally. 

267.  In  the  crisis  of  1907-8  he  started  with  medium 
balances  and  he  used  them  to  a  considerable  extent,  so 
that  the  London  balances  sank  at  one  time  to  a  very  low 
point ;  that  was  the  case,  was  it  not  ? — Yes. 

268.  In  the  succeeding  year  the  balances  went  up 
to  an  unusually  high  level  ? — Yes. 

269.  I  should  like  to  know  if  it  was  at  all  in  the 
minds  of  those  who  were  directing  affah-s  that  this 
raising  of  the  balances  would  be  putting  them  in  a 
stronger  position  if  there  was  an  early  recurrence  of 
the  difficulties  that  they  had  in  1907-8  ? — I  think  I  can 
say  very  definitely  that  that  was  not  in  the  minds  of 
the  people  concerned.  I  would  like  to  add  this,  so  as 
to  make  the  answer  quite  complete  :  After  the  recovery 
in  exchange  subsequent  to  the  crisis  we  sold  our 
Council  bills  rather  freely  for  the'  purpose  of  building 
up  again  in  London  our  gold  standard  reserve,  which 
had  been  depleted,  and  that  building-up  was  naturally 
effected  very  largely  by  remittances  from  India.  It  is 
quite  possible  that  during  the  interval  between  when 
we  got  the  money  home  and  when  we  invested  it  in 
securities  for  the  gold  'standard  reserve  the  balances 
were  rather  high. 

270.  Apart  from  the  investment  of  the  gold 
standard  reserve,  it  was  the  fact  that  the  accumula- 
tion of  balances  in  the  years  1909  to  1912  did  have  the 
effect  of  making  your  sterling  position  very  much 
stronger  ? — Now  you  are  speaking  of  the  whole  period. 
It  did  make  the  sterling  position  stronger,  but  I  can 
say,  because  that  question  has  been  sometimes  raised, 
there  has  been  no  policy  of  building  up  an  exception- 
ally strong  sterling  position  with  that  object  in  view. 

271.  That  is  what  I  wanted  to  know  ? — If  you  have 
read,  as  no  doubt  you  have,  the  India  Oifice  Memo- 
randum on  India  Office  balances  which  was  given  to 
Parliament,  you  will  recollect  that  what  I  say  now  is 
practically  the  whole  theme  of  that  memorandum.* 

272.  Now  as  to  the  general  principle  of  the  Re- 
serve Treasuiy  system.  So  far  as  I  know,  there  is 
only  one  other  country  that  has  anything  similar, 
namely,  the  United  States,  and  it  is  always  made  a 
criticism  there  that  it  upsets  the  money  market  by 
taking  funds  off  it,  sometimes  at  a  moment  of  incon- 
venience ;  would  you  say  that  the  Indian  system  is 
open  to  a  general  charge  of  that  kind? — Yes,  with 
considerable  mitigations.  I  do  not  think  the  Indian 
system  does  it  on  so  large  a  scale,  or  anything  like  so 
large  a  scale.  I  happened  to  be  looking  at  some 
American  statistics;  I  do  not  know  how  the  United 
Sta.tes  authorities  get  the  figures,  but  still  they  publish 
them  officially.  They  show  what  proportion  of  the 
total  money  in  the  whole  of  the  United  States  is  held 
in  Government  Treasuries,  in  banks,  and  so  on.  I 
notice  that  they  give  these  figures  for  June  30th  of 
each  year,  and  in  one  year  they  held  16  ■  31  per  cent,  of 
the  total  money  of  the  United  States.f 

273.  Does  that  include  the  amount  held  against 
the  gold  certificates  ? — It  includes  the  gold  certificates, 
but  not  the  gold  that  they  hold  against  them. 

274.  It  is  the  Ti-easury  balances,  is  it  ? — They  call 
it  "  Coin  and  other  money  in  Treasury  as  assets." 
So  16  per  cent,  of  all  the  money  in  the  United  States 
is  shown  in  this  return  in  that  particular  year 
as  having  been  looked  up  in  Government  Treasuries. 
The  percentages  vary ;  that  is  the  maximum,  and  the 
lowest  that  they  give  is  rather  under  9  per  cent. 

275.  The  important  figure  is  the  fluctuation  ? — Yes  ; 
the  lowest  percentage  is  8  •  6,  and  the  highest,  as  I  say, 
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16  •  31 ;  that  is,  the  amount  is  twice  as  great  at  one 
period  as  at  another.  I  merely  mention  that  as  show- 
ing that  the  Indian  system  is  not  as  bad  as  that,  but 
no  doubt  within  limits  it  is  open  to  the  same  criticism 
tha,t  is  notoriously  brought  against  the  American. 

276.  I  suppose  that  in  March  of  this  year  something 
like  8  or  9  per  cent,  of  all  the  money  in  India  must  have 
been  in  the  Government  Treasuries,  and  a  few  months 
previously  perhaps  3  or  4  per  cent.  ? — I  will  not  try  to 
work  out  the  figures  in  my  head. 

277.  There  was  a  very  large  fluctuation  ? — Yes, 
there  was. 

278.  Would  you  say  that  the  stringency  in  Bombay 
and  elsewhere  this  spring  may  have  been  partially  due 
to  the  working  of  the  Reserve  Treasiuy  system  in 
India  ? — I  suppose  that  it  was,  but  I  would  not  say 
that,  if  I  may  so  express  it,  with  any  great  enthusiasm, 
because  the  stringency  of  this  year,  as  you  see  from 
the  chart  I  have  produced,  was  not  appreciably  greater 
than  the  stringency  that  has  existed  in  many  years 
when  there  has  not  been  so  large  an  accumulation  of 
money  in  the  Government  Treasuries. 

279.  I  did  not  mean  that  it  was  the  only  possible 
cause  of  the  stringency,  but  whether  in  this  particular 
instance  it  may  not  have  been  the  cause,  while  there 
may  have  been  other  causes  in  other  years  ? — I  suppose 
it  is  clear  that  if  less  money  had  been  in  the  Govern- 
ment Treasuries  it  is  probable  that  there  would  have 
been  rather  less  stringency,  except  that  there  is  always 
the  veiy  difficult  question,  how  far  is  the  money  that  is 
locked  up  in  Government  Treasuries  what  is  called 
money  market  money,  or  how  far  is  the  locking  of  it 
up  a  cause  of  the  demand  for  advances  from  money 
market  resources.  There  are  so  many  different  kinds 
of  money — you  are  familiar,  I  am  sure,  with  that 
point. 

280.  Would  the  first  three  months  of  1913  have 
been  a  suitable  occasion  for  lending  money  from  the 
Treasury  balances  in  India  if  any. sort  of  dift'erent 
machinery  from  what  there  actually  was  had  been  in 
existence  for  doing  it  ? — I  could  not  conceive  a  more 
suitable  period.  Supposing  the  policy  is  adopted,  the 
most  suitable  time  is  the  one  at  which  there  is  most 
money  available,  and'  I  do  not  think  there  has  ever 
been  quite  so  much  money  available  in  the  Government 
Treasuries  in  India  as  in  the  period  that  you  mention. 

281.  I  should  like  to  go  back  to  almost  my  first 
question  and  bring  this  in  connection  -with  that.  One 
of  the  reasons  why  there  was  so  much  money  in  the 
Government  Treasuries  was  because  there  was  rather  a 
low  amount  of  Council  bills  sold  ;  is  not  that  so  ? — That 
accounted  for  it  to  some  extent.  I  do  not  think  it  was 
a  very  serious  cause.  In  one  of  Mr.  Newmarch's 
papers  you  will  see  a  comparison  of  the  Council  bills 
sold  in  that  year  and  in  a  pre'vious  year.*  I  do  not 
think  the  sales  were  exceptionally  low. 

282.  Are  those  figures  available  for  February  and 
March  ? — In  February  1918,  there  were  sold  tele- 
graphic transfers  for  357  lakhs  and  bills  for  63  lakhs. 
That  adds  up  to  420  lakhs.  That  is  less  than  in  the 
previous  year  when  the  two  together  added  up  to 
487  lakhs.  Similarly  in  the  months  preceding  the 
sales  had  been  lower,  but  they  had  not  been  noticeibly 
low.     Shall  I  give  you  the  figures  for  January  ? 

283.  I  would  like  to  have  them  for  January  ? — In 
January  1913,  the  sales  were :  bills,  255  lakhs,  and 
transfers,  318  lakhs,  that  is  573  in  all;  whereas  in 
January  1912,  the  bills  were  for  85  lakhs  and  the 
transfers  for  645  lakhs. 

284.  That  is  to  say  in  1912  they  totalled  up  to 
730  lakhs,  and  in  1913  to  573  ?— Yes. 

285.  As  you  say,  the  difference  is  not  very  great, 
and  the  figm-e  573  is  not  a  very  large  figure.  Have 
you  got  the  figures  for  March  ? — For  March  this  year 
the  bills  were  for  55  lakhs  and  the  transfers  for 
177  lakhs,  and  for  March  of  the  preceding  year  76  and 
290  lakhs  respectively. 

286.  So  in  the  previous  year  there  were  366  as 
against  232  this  year  ? — Yes. 

287.  So  they  were  about  50  per  cent,  higher  in  the 
preceding  year  ? — The  only  point  I  am  making  is  that 
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they  were  not  noticeably  low.  If  you  hold  that  the 
exceptional  amounts  in  Government  Treasuries  in 
India  were  due  to  an  exceptionally  small  sale  of  Council 
bills  there  I  could  not  follow  you. 

288.  As  compared  with  the  preceding  year  there 
was  a  difference  of  nearly  2,000,000i.  in  the  fii^t 
quarter  of  the  year  ? — Yes. 

"289.  "Would  you  hold  that  the  small  demand  for 
Council  bills  was  due  to  the  high  effective  rate  for 
money  in  London? — I  think,  although  I  could  not 
prove  it,  that  the  high  rate  in  London  does  have  some 
effect  in  diminishing  the  demand  for  Council  bills.  I 
think  probably  the  exchange  banks  would  operate 
generally  with  less  freedom  when  they  have  to  dis- 
count their  sterling  bills  at  rather  onerous  rates  in 
London ;  but  I  do  not  think — and  I  am  merely  giving 
you  my  impression — that  that  is  one  of  the  most  im- 
portant qf  the  causes.  I  think  that  what  you  may  call 
general  trade  causes  in  India  are  much  more  impor- 
tant. In  support  of  that  I  might  mention,  as  shown  in 
this  chart,  which  I  daresay  you  will  be  looking  at  later, 
at  the  end  of  1912  and  early  in  1913  there  was  a 
5  per  cent,  bank  rate  in  London,  and  in  the  previous 
year  for  the  same  sort  of  period  a  4  per  cent,  bank 
rate.  The  difference  of  1  per  cent,  would  not  account 
for  any  very  great  consequential  differences. 

290.  That  is  the  bank  rate,  and  the  bank  rate  differs 
in  its  effectiveness ." — Yes. 

291.  That  is  the  first  point;  and  also  that  is  the 
three  months'  bank  rate  in  London,  and  it  is  not  the 
three  months'  bank  rate  in  India  that  you  are  talking 
of  ? — That  is  so.  What  I  was  answering  at  the 
moment  rather  was  this — whether  this  small  sale,  this 
reduced  sale  of  Council  bills,  was  to  be  very  largely 
attributed  to  a  high  Bank  of  England  rate  or  rather, 
not  to  a  high  Bank  of  England  rate — I  do  not  wish 
to  put  it  in  that  way — but  to  a  high  general  money 
niarket  rate  in  London.  I  should  reply  that  I  cannot 
say  that  the  money  market  rate  in  London  was  a  very 
important  factor. 

292.  You  think  it  was  a  factor,  but  not  a  veiy 
important  one  ? — Yes. 

293.  {Mr.  Gillan.)  I  want  to  ask  you  first  about  the 
amount  of  our  balances.  The  attacks  that  have  been 
made  on  the  Government  from  this  point  of  view  have 
chiefly  been  confined,  have  they  not,  to  the  home 
balances,  that  is,  the  balances  held  in  the  India  Office  ? 
—Yes. 

294.  But  the  real  point  of  importance  is  the  aggre- 
gate balances  ? — Yes ;  that  is  a  point  which  I  may  say 
the  India  Office  has  lost  no  opportunity  of  mentioning. 

295.  You  say  that  the  excess  which  has  taken  place 
in  the  aggregate  balances  has  been  due  chiefly  to  two 
causes,  first,  to  excess  of  actuals  over  estimates  in  the 
revenue  account,  and,  secondly,  to  short  spending  on 
railways  ? — Yes. 

296.  Now  about  this  short  spending  on  capital 
account ;  it  has  been  due  chiefly,  has  it  not,  to  non-com- 
pliance with  home  indents,  or  rather  it  has  taken  place  in 
the  English  part  of  the  expenditure  ? — It  has  varied  a 
good  deal.  It  does  not  entirely  answer  to  what  you 
say.  Would  you  mind  looking  at  statement  A,  page  70, 
where .^ou  will  see  the  figures  for  1910-1.  In  that 
particular  year  you  will  see  it  was  mostly  Indian ;  I  do 
not  know  the  explanation,  but  as  you  say,  in  other 
yeai-s  it  has  very  largely  taken  place  in  this  country. 
In  1909-10,  for  example,  the  under-spending  was 
mainly  in  this  country,  and  also  in  1911-2. 

297.  I  do  not  want  to  go  unnecessarily  into 
technical  points,  but  there  was  one  difficulty,  was  there 
not,  about  the  amount  of  indents  that  the  audit  officer 
was  allowed  to  certify  ?- — Yes.  What  we  have  done,  as 
of  course  you  know,  is  to  allow  indents  to  be  certified 
in  advance  up  to  a  veiy  considerable  sum — I  think  it 
is  now  about  four  millions. 

298.  I  merely  want  to  make  it  plain  that  that 
particidar  point  has  been  considered  and  dealt  with  ?■ — 
It  has. 

299.  In  the  year  1912-3  I  think  as  a  matter  of 
fact  there  was  not  a  lapse,  or  very  little  lapse  ? — Yes. 
That  is  partly  due  to  the  fact  that  an  extra  grant  was 
made  in  the  middle  of  the  yeai\  If  you  are  bringing 
out  that  the  Secretary  of  State  and  the  Government 


of  India  are  doing  from  time  to  time  what  they  can  to 
prevent  these  lapses,  then  I  am  gi-ateful  to  you  for 
bringing  that  out,  and,  of  coui-se,  my  answer  is  in 
the  affirmative — that  they  are  doing  what  they  can  in 
that  respect. 

300.  Another  point  in  connection  with  the  same 
capital  expenditure:  At  present  there  really  is  only 
one  year's  progiumme  for  the  railways  ? — Yes. 

301.  There  used  to  be  a  three  years'  programme, 
did  there  not  ? — There  were  great  ideas  of  a  three 
years'  programme,  but  I  do  not  think  they  were  ever 
more  than  ideas,  but  they  had  sometimes  a  delusive 
appearance  of  reality.  Nowadays  I  think  that  veiy 
properly,  since  the  Secretary  of  State  cannot  pledge 
himself  for  three  years  ahead,  he  does  not  even  appear 
to  do  so.     I  think  that  is  the  extent  of  the  change. 

302.  The  point  I  wished  to  get  at  was  that  that 
does  create  a  practical  difficulty,  does  it  not,  con- 
sidering that  the  railway  programme  is  made  up  to 
December,  and  that  they  have  to  raise  the  expenditure 
on  that  programme  in  April  ? — Yes,  and  the  difficulty 
is  a  gi-eat  one.  Not  only,  as  you  say,  have  various 
attempts  been  made  to  meet  it,  but  I  have  no  doubt 
that  we  shall  go  on  making  more  attempts  and  getting 
nearer  to  a  satisfactory  system.  That  is  what  one 
may  call  one  of  the  recurring  questions  of  Indian 
administration. 

303.  Now  about-  the  revenue  account  and  the 
estimates  that  have  been  made.  I  think  you  said  that 
the  excess  in  the  opium  revenue  was  not  a  matter 
of  estimate,  that  is  to  say,  the  excess  was  definitely 
put  aside  as  a  matter  of  policy?- — That  is  so.  The 
excess,  when  it  had  occurred,  was  put  aside  as  a  matter 
of  policy,  and  the  disposal  of  it  is  shown  very  largely 
in  that  despatch  of  Lord  Crewe's  dated  23rd  December 
1910,  that  is  given  in  Appendix  II.  (pp.  65-6). 

304.  The  other  head  under  which  the  excess  chiefly 
occun-ed  was  what  you  call,  I  think,  commercial  ? — 
That  is  so.      If  you  look  at  Statement  EJin  Appendix  II. 
page  81,  you  wUl  get  the  pai-ticulars. 

305.  As  a  matter  of  fact,  in  the  railways  the 
revenue  has  changed,  taking  the  last  five  yeai-s,  by 
millions  a  year,  one  way  and  the  other  ? — Yes,  it  has. 
It  is  extraordinarily  difficult  to  estimate  what  the 
railways  are  going  to  earn. 

306.  It  has  sometimes  dropped  by  millions,  and  it 
has  sometimes  risen  by  millions,  as,  for  instance,  in 
1907-8  and  1908-9  ? — Yes,  and  when  it  rises  it  rises  very 
high,  and  when  it  falls  it  fails  -with  veiy  serious  effect. 
In  1908-9  the  railways  yielded  between  three 
million  and  four  million  pounds  less  than  they  were 
expected  to  yield. 

307.  That  is  a  point  I  was  coming  to.  In  the  last 
three  or  four  years  there  have  been  huge  sm-pluses, 
excess  of  actuals  over  estimates  ? — Yes. 

308.  But  in  1908-9  there  was  a  deficit  of  actuals  as 
compared  with  estimates  of  thi-ee  and  three-quarter 
millions,  was  there  not  ? — I  have  not  the  actual  figure 
before  me,  but  I  have  no  doubt  you  have  got  it  right; 
it  was  about  that. 

309.  What  1  want  to  bring  out  is  that  the  estimates 

are  not  always  necessarily  wrong  in  one  direction  ? Of 

course  not. 

310.  Which  shows,  as  Mi-.  Keynes  has  suggested  in 
reference  to  the  budget  year,  the  extreme  difficulty  of 
budgeting  at  the  present  time  ? — Yes. 

311.  The  fact  is  at  present  that  the  Finance  Minister 

has  to  make  a  declaration  before  seeing  his  hand  ? 

That  is  so. 

312.  And  we  at  present  cannot  make  a  forecast  of 
the  coming  year  so  much  as  an  estimate  of  what  is 
considered  to  be  the  normal  ? — It  comes  very  lai-gely  to 
that. 

313.  That  is  what  is  always  said  in  the  financial 
statement  ? — Yes. 

314.  So  that  unless  the  yeai-  happens  to  be  exactly 

a  noi-mal  year  your  estimate  is  bound  to  be  defeated 

either  to  be  m  excess  or  in  deficit  ? — That  is  so. 

315.  There  is  another  point  in  connection  -with  the 
same  matter.  The  revenue  estimates  are  a  means  to 
an  end,  are  they  not,  in  this  way,  that  you  use  them  to 
determine  the  scale  of  expenditure  that  is  permissible  ? 
— Fes. 
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316.  Thatjis  what  one  is  aiming  at  in  making  the 
Budget  ? — Tes,  and  when  determining  the  amount  of 
the  loans ;  that  is  one  of  the  things  determined  by  the 
estimates. 

317.  Considering  the  fluctuations  in  the  revenue,  it 
is  well,  is  it  not,  for  the  Government  of  India  to  be 
extremely  cautious  ? — Yes,  I  think  there  are  many 
administrative  devices,  which  sometimes  seem  curious 
to  anyone  who  is  not  familiar  with  these  Indian 
difficulties,  that  are  used  in  India,  and  are  very 
admirably  adapted  for  the  purpose. 

318.  "Will  you  say  that  in  making  the  Indian  Budget 
one  has  got  to  consider,  not  so  much  what  we  are  likely 
to  get,  as  what  we  can  count  on  getting,  and  make 
sure  of  getting  ? — No,  I  do  not  think  that  you  budget, 
as  a  rule,  in  such  a  pessimistic  way  as  to '  reckon  only 
on  what  you  are  quite  sure  of  getting.  I  would 
rather  say  that  you  put  down  as  your  probable  receipts, 
as  you  very  well  put  it  just  now,  what  the  receipts  will 
be  if  the  seasons  and  general  conditions  are  normal; 
and  that,  of  course,  is  a  guess,  and  sometimes  -  a 
hazardous  guess. 

'  319.  In  any  case,  with  reference  to  a  question 
that  I  think  Sir  Robei't  Chalmers  put,  the  distribu- 
tion of  what  we  caU  the  agreed  surplus,  that  is, 
the  surplus  that  we  find  we  have  at  the  end  of  the 
year,  requii'es  exactly  the  same  sanction  as  proposals 
for  the  distribution  of  a  surplus  which  we  anticipate  P — 
Tes.  Formerly  that  was  not  so,  but  I  think  it  is  a 
gi-eat  improvement  that  it  is  now  as  you  say. 

320.  That  is  now  the  rule  ?— Tes. 

321.  One  more  point  about  balances.  What  I  want 
to  put  to  you  is  whether  it  does  not  really  work  as  a 
sort  of  equalisation  of  the  conditions  of  the  finances 
of  bad  and  good  years,  that  is  to  say^  if  you  have  your 
revenue  constantly  varying  it  is  impossible  every  few 
years  to  vary  your  taxation  ? — Quite  so  ;  I  think  you 
put  it,  if  I  may  say  so,  extremely  well,  and  I 
would,  to  bring  out  the  full  meaning  of  it,  extend  it 
a  little.  What  one  finds  is  that  when  one  has  a 
bad  year  then  one;  has  to  borrow,  to  issue  India 
bills,  and  so  on;  then  after  an  interval  a  good 
year,  or  a  series  of  good  years,  and  then  you  pay  off 
in  the  good  times  the  debt  that  you  incurred  in 
prder  to  meet  the  troubles  of  the  bad  times.  Heally 
you  must  expect  this  seesaw  of  good  and  bad  years, 
of  deficits  and  big  surpluses,  and  except  from  the 
point  of  view  of  pedants  and  unpractical  critics,  I  do 

,  not  think  there  is  much  harm  in  these  fluctuations. 

322.  You  think  it  is  permissible  to  keep  some- 
thing in  hand  in  the  good  years  F— As  a  rule,  when 
you  have  a  good  year  it  has  followed  on  a  bad  year, 
and  you  do  not  really  keep  it  in- hand ;  you  use  it  in 
order  to  pay  off  some  of  the  debts  that  your  last  bad 
season  imposed  upon  you. 

323.  Practically  that  has  been  the  effect  of  the 
last  few  surpluses,  that  you  have  paid  ofE ;  you  have 
got  yourselves  square  and  you  have  something 
practically,  you  might  say,  in  hand  for  trouble  when 
it  comes  ?- — Tes. 

324.  And  you  are  in  a  stronger  position  because 
you  have  paid  offi  all  your  floating  loans  ? — Tes. 

325.  At  the  same  time  you  have  maintained,  not 
an  excessive,  but  a  very  steady  railway  programme  for 
the  last  foul-  or  five  yekrs? — Tes.  But  for  those 
surpluses,  as  Sir  Ernest  Cable  was  saying,  it  wordd 
have  been  an  exceedingly  difficult  thing  to  maintain 
this  railway  programme,  and  to  cut  it  down  would 
have  been  very  harmfur to  India, 

326.  About  this  change  in  the  Budget  date ;  is  there 
any  objection  from  the  home  point  of  view,  that  is  to 
say,  does  it  interfere  seriously  with  other  arrangements 
at  home  ? — What  sort  of  change  were  you  thinking  of  ? 

327.  Say  to  September  or  October  F  —  Tou  only 
have  to  think  of  Parliament.  Supposing  that  Parlia- 
ment is  going  to  have  an  Indian  Budget  debate  in 
July,  you  cannot  then  say  what  is  going  to  be  in  the 
Budget  that  is  to  be  introduced  next  September,  so 
that  you  would  have  to  recapitulate  the  Budget 
that  was  introduced  last  September.  The  House  of 
Commons  is  very  patient  with  regard  to  Indian  affairs, 
but  to  listen  to  a  long  speech  on  a  Budget -which  is 
nine  months  old,  I  think  would  overtax-  the  patience 


even  of  the  House  of  Commons.  As  regards  the 
India  Office,  of  course,  it  does  not  matter ;  we  can 
adapt  ourselves. 

328.  (Chairman.)  Perhaps  the  House  of  Commons 
would  like  to  have  the  Indian  Budget  earlier  in  the 
year  P — I  was  assuming  that  you  would  probably  not 
have  the  Indian  Budget  earlier  than,  let  us  say.  May, 
what  with  pressing  home  business,  and  so  on ;  and 
even  if  in  May  you  were  discussing  last  September's 
Budget,  yqu  would  feel  that  it  was  rather  a  wearisome 
business. 

329.  (Mr.  Crillan.)  But  you  would  agree  that  if  a 
change  were  possible  it  would  be  desirable  ? — Tes. 

330.  That  the  present  date  is  a  very  unsatisfactory 
one  from  the  point  of  view  both  of  i  India  and  of 
England  F — Tes.  If  a  change  could  be  made  without 
disturbing  the  administrative  arrangements  for  touring, 
and  so  on,  I  see  great  advantages  in  it. 

331.  Now,  about  council  bills :  The  only  thing  I 
want  to  ask  is  that  it  was  not  quite  clear  to  me 
from  the  evidence  you  gave  us  at  the  last  meeting, 
whether  you  consider  that  the  amount  of  council  bills 
is  really  determined  by  the  requirements  of  the 
Secretary  of  State  or  not,  that  is  to  say,  how  far 
you  bring  in  the  argument  that  they  are  required  in 
the  interests  of  trade  ? — Do  you  mean  that  the  amount 
is  actually  fixed  with  reference  to  the  demands  of 
trade  F 

332.  Tes  p — I  know  I  was  a  little  hesitating  in 
answering  one  of  the  questions.  I  think  I  put  it  this 
way  :  That  supposing  in  a  certain  year  we  begin  with 
an  enormous  number  of  council  bills  to  be  sold  in 
order  to  work  up  to  our  estimates,  we  should  sell 
rather  freely  in  the  opening  months  of  the  year  in 
order  to  make  some  progress  with  regard  to  carrying 
out  our  programme ;  but  that  when  the  year  got  on 
probably  that  sort  of  consideration  would  almost  fade 
into  insignificance  as  compared  with  the  demands  of 
trade.  It  is  the  demand  of  trade  that  is  throughout 
the  greater  part  of  the  year  the  governing  consideration. 

333.  Ton  do  not  mean  that  you  actually  bring 
home  money  that  is  not  going  to  be  required  at  home  ? 
—No. 

334.  But  it  may  be  in  anticipation  of  requirements  F 
— It  is  in  anticipation.  I  am  very  glad  that  you  have 
put  that  question,  because,  as  I  think  I  said  in  reply 
to  the  Chairman  or  to  some  other  member  of  the 
Commission,  the  only  purpose  of  bringing  home  money 
from  India  to  the  India  Office  is  to  spend  it  in  the 
interests  of  India.  The  idea  of  bringing  home  money 
in  order  to  have  the  pleasure  of  having  a  large  fortune 
on  show  here  I  need  scarcely  say  is  quite  out  of 
harmony  with  India  Office  ways.  Whenever  we  end  up 
the  year  with  a  bigger  balance  than  there  is  any  need  for 
at  the  moment  we  are  usually  soiTy  that  we  have  not 
had  the  opportunity  of  spending  the  money,  say,  by 
paying  off  debt,  or  by  avoiding  the  issue  of  new  debt. 

336.  (Chairman.)  Do  you  bring  home  money  in 
excess  of  your  actual  and  of  your  anticipated  require- 
ments on  the  ground  that  it  is  a  convenience  to  trade 
that  that  money  should  be  brought  home,  or  do  you 
limit  your  total  purchases  to  what  you  either  actually 
require,  or  think  it  wise  to  provide  yourself  with  in 
anticipation  of  foreseen  requii-ements  F — I  think  I  can 
answer  that  best  in  this  way :  We  know  that  the 
requirements  for  expenditure  on  India's  behalf  in 
England  are  practically  illimitable ;  we  know,  for 
example,  that  in  every  year  we  ought,  if  we  could, 
to  spend  more  money  on  a  variety  of  purposes  than  we 
actually  can  spend  owing  to  the  restrictions  which  the 
state  of  the  money  market,  and  so  on,  place  upon  us. 
Therefore  we  are  never  in  a  position  to  ask  :  If  I  bring 
home  so  much  more  money  shall  I  know  what  to  do 
with  itP  There  are  always  objects  in  England  for, 
which  money  is  required  on  behalf  of  India,  and, 
indeed,  urgently  required. 

336.  (Sir  Robert  Chalmers.)  For  capital  purposes  ? 
— Capital  purposes  are  those  for  which  there  ai-e  the 
most  unsatisfied  demands. 

337.  (Sir  Ernest  Cable.)  And  for  paying  off  debts  ? 
—For  paying  off  debts,  buying  capital  stores,  and 
so  on.  ,....■,,■ 
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338.  {Sir  Robert  Chalmers.)  You  bring  home  money 
for  the  double  purposes  of  revenue  and  capital 
accounts  ? — That  is  so. 

339.  (Chairman.)  Am  I  right  in  understanding 
from  that  answer  that  you  do  not  sell  in  excess  of  your 
requirements,  actual  or  anticipated  ? — If  by  "  antici- 
pated "  you  mean  definitely  anticipated  and  set  forth 
in  any  schedule,  then  I  do  not  think  your  question  puts 
the  fact  quite  as  it  is.  Supposing  we  were  selling 
veiy  largely  now  and  you  suddenly  ask :  What  are  the 
specific  requirements  that  the  proceeds  of  those  sales 
are  intended  to  meet  ?  I  could  not  give  you  a  specific 
definite  schedule  of  the  requirements  which  those 
pi-oceeds  are  intended  to  meet.  1  should  say  they 
are  partly  the  Budget  disbursements  of  this  present 
year,  and  then  I  should  be  a  little  indefinite  in  form 
but  not  really  in  substance.  I  should  say,  if  at  the  end 
of  the  year  we  have  some  millions  more  than  the 
closing  balance  for  which  we  have  budgeted,  that  only 
means  that  we  shall  be  able  to  have  either  a  bigger 
railway  programme  than  othei-wise,  or  that  with  the 
same  sort  of  railway  programme  we  would  have  to 
make  smaller  issues  of  debt,  and  so  on. 

340.  May  I  put  it  differently  ?  You  would  never 
bring  home  more  than  in  your  opinion  you  could 
usefully  use  at  home  ? — Quite  so. 

341.  If  trade  required  more,  you  would  not  consider 
it  your  business  to  provide  it  unless  you  saw  your  way 
to  use  it  usefully  at  home  ? — Quite  so.  Of  course,  tbe 
cix'cumstanoes  in  which  we  had  money  and  could  not 
usefully  use  it  are  veiy  unlikely  to  arise,  but  if  they 
did  arise  we  should  not  be  so  at  the  mercy  of  trade  as  to 
sacrifice  other  interests  merely  to  please  the  trader. 
That,  I  fancy,  is  the  gist  of  youi-  question. 

342.  (Mr.  Gillan.)  I  am  very  anxious  to  get  this 
quite  clear,  because,  as  you  know,  the  charge  that  is 
always  made  against  the  Government  generally  is  one 
of  manipulation  or  management,  whether  it  is  of  the 
currency  or  of  the  drawings  on  India  or  anything  else  ? 
—Yes. 

343.  With  regard  to  this  council  bill  question,  one 
point  that  has  been  made  is  that  the  Govamment  draws 
in  excess  of  its  own  requirements,  and  that  it  was 
explained  that  this  was  done  for  the  benefit  of  trade, 
and  objection  was  taken  to  that,  that  the  money  of 
India,  as  it  was  put,  was  being  used  for  trade  purposes  ? 
—Yes. 

344.  I  want  to  know  if  we  cannot  get  the  Govern- 
ment case  established  merely  on  the  ground  of 
Government  requirements  ;  that  is  what  I  am  anxious 
to  find  out  from  you.  For  instance,  in  pai'agraph  30 
of  Appendix  I.  you  give,  I  think,  four  grounds  for  the 
free  sale  of  council  bills  ? — Five,  I  think,  actually. 

345.  The  first  thi-ee  of  those  relate  to  trade  matters, 
and  the  fourth  is  the  Government  point  of  view  ? — That 
is  so. 

346.  Would  it  not  be  clearer  if  this  fourth  ground, 
which  you  say  is  much  the  most  important,  were  put 
forward  definitely  as  the  object  of  the  policy  of  the 
Govemnaent,  and  the  others  as  incidental  advantages  ? 
— I  quite  agree  with  you.     Let  me  be  perfectly  candid 
in   this   matter.     You   know   that  the   whole   Indian 
financial  system  is  a  very  great  and  complicated  and 
difficult  system,  and  very   often    on   extremely  short 
notice   one  is  asked    to    give    Parliament   a    sort    of 
justitication   of  it  in  three  lines — a  vei-y  brief,  lucid, 
coiTect  summary.    I  think  occasionally  it  has  happened, 
and  I  do  not  think  one  need  be  ashamed  of  it,  that 
when  giving  a  summary  of  that  soi-t  one  has  not  always 
put    every   fact    in    its    right  perspective ;    I    think 
occasionally   one   has    overstated  the    importance    of 
meeting  trade,  to  use  a  phrase  which  is  now  familiar  to 
you,  and  has  rather  left  in  the  background  all  these 
more  important  considerations  of  meeting  the  Govern- 
ment requirements  and  of  doing  the  best  for  India  as  a 
political  community.     Sometimes  in  an  official  publi- 
cation the  thing  has  been  put  in  what  is  not  ideally 
the  right  perspective.     In  such  a  matter  the  Secretary 
of  State  relies  on  officials.     They  have  done  their  best, 
but,  under  great  pressure   of  time,   have  not  always 
expressed    the    facts   with    the   most     complete    and 
scientific  precision  that  can  be  reached  after  long  study 
and  laboui'.      I    think  there  have  been  some  alight 


defects  in  the  method  of  presentation  ;  that  is  what  it 
comes  to. 

347.  Then  in  paragraph  38  of  Appendix  I.  you  say 
"  This  and  similar  statements  seem  to  rest  on  theassump- 
"  tion  that  the  Secretary  of  State  has  adopted  a  policy  ot 
"  retaining  in  London  a  balance  greatly  m  excess  otthe 
"amounts  needed  to  meet  his  requirements  ihis 
"  assumption  is  incorrect. "  You  would  not  modity  that 
statement  ?— That  refers  to  a  slightly  different  matter. 
I  think  that  we  are  probably  at  one,  but  I  am  not  sure. 
What  I  meant  to  say  there  was  that  the  Secretary  ot 
State  does  not  want  to  keep  high  balances  ;  he  merely 
wants  to  have  enough  money  to  meet  his  requirements. 

348.  You  are  refening  to  the  policy  there  ?— Yes. 

349.  About  loans  in  India.  Mr.  Gladstone  brought 
out  that  the  balance  that  we  aim  at  at  the  end  of 
March  is  about  12,000,000Z.,  18  crores  ?— Yes. 

350.  That  balance  is  fixed  at  that  amount,  is  it  not, 
to  allow  of  the  withdrawals  that  we  know  will  take 
place  within  the  first  six  months  of  the  financial  year  ? 
—Yes. 

351.  That  is  to  say,  we  are  working  down  to  a 
minimum  balance  which  is  reached  about  November  or 
December  ?— Yes.  That  is  veij  important,  and  I 
ought  to  have  mentioned  it  in  replying  to  Mr.  Gladstone, 
but  I  forgot. 

352.  That  is  to  say,  we  hold  a  certain  balance  on 
March  31st  because  we  know  from  experience  that  there 
will  be  withdrawals  of  a  certain  amount  which  will 
work  it  down  to  what  is  considered  an  absolute 
working  minimum  about  November  or  December? — 
Yes.  Some  of  Sir  James  Westland's  papers  bring  that 
out  rather  fully,  as  you  know. 

353.  Suppose  we  take  that  absolute  minimum 
working  balance  of,  we  will  say,  12  crores,  from  that 
point  the  balance  begins  to  go  up  again,  does  it  not  ? — 
Yes. 

354.  In  January,  Febiniary  and  March  ?— Yes. 

355.  There  is  then  an  excess  over  and  above  the 
working  balance  P — Yes. 

356.  Is  there  any  objection  to  lending  that  tem- 
porary excess  out  in  India  ? — No,  I  see  no  objection 
to  lending  anything  that  can  be  safely  lent,  provided — • 
and  this  is  veiy  important,  I  think — ^that  this  is  borne 
in  mind  :  If  you  lend  in  some  years  you  rather  create 
an  expectation  that  you  will  be  lending  in  all  years, 
and  it  is  a  very  serious  thing  to  create  an  expectation 
of  that  kind  which  you  may  have  to  disappoint.  That 
is  perhaps  a  platitude,  but  it  is  really  a  very  impoi'taiit . 
platitude  to  bear  in  mind.  Then  there  is  a  further 
point  which,  of  course,  you  have  not  overlooked,  that 
in  December  you  cannot  lend  much.  If  you  have  got 
in  the  habit  of  lending,  people  might  expect  to  borrow 
your  money  in  December,  when  you  have  not  got  it, 
rather  than  in  March  when  you  have  got  it. 

357.  I  do  not  follow  that;  why  should  they  not 
take  it  in  January,  February  and  March  when  there 
is  a  big  demand  ? — But  there  is  a  big  demand  in 
December. 

358.  They  cannot  get  it  then,  we  will  say,  but 
suppose  they  can  get  it  a  later  on? — I  am  merely 
putting  this  consideration,  that  if  you  get  into  the  way 
of  lending  in  January,  February  and  March,  when  you 
have  money,  it  is  a  little  difficult  to  give  a  completely 
satisfactory  answer  to  someone  in  December  who  wants 
to  borrow ;  I  mean,  that  if  you  say  you  have  not  the 
money,  the  answer  is,  "  Well,  you  ought  to  liave."  I 
am  merely  putting  it  as  a  more  or  less  psychological 
difficulty  that  may  be  of  some  importance,  but  I  do 
not  wish  to  put  anything  hostile,  as  I  think  I  made 
clear. 

359.  Do  you  think  this  possibility  of  money  getting 
upon  the  market  would  apply  if  the  amount"  lent  out 
were  comparatively  small  ? — No ;  of  course  the  smaller 
the  amount  the  less  is  the  particular  danger. 

360.  (Sir  Robert  Chalmerg.)  Would  you  stick  to  the 
small  amount  ? — No.  One  of  the  reasons  why  I  was 
so  anxious  not  to  say  anything  very  definite  as  regards 
my  own  opinion  is  that  everyone  of  these  questions 
that  Mr.  GiUan  is  putting,  and  what  you  have  just 
put,  are  very  important  questions  requiring  judgment. 
They  cannot  be  answered  in  brief  sentences,  and  the 
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whole  decisigji  is  a  very  difflouit  one  to  ariive  at.     I 
quite  see  the  force  of  your  question  naturally. 

361.  {Mr.  Giilan.)  The  only  other  point  I  wish  to  put 
to  you  is  about  loans  from  the  Paper  Currency  Reserve. 
I  take  it  that  the  chief  ground  on  which  you  make  the 
prbposal  is  that  at  present  we  have  money  to  spare  in 
the  Paper  Oun-enoy  Reserve  ? — Not  that  at  the  present 
you  have  money  to  spare,  because  that  equally  applies 
to  the  Government  Treasuries,  but  that  you  are  more 
likely  to  have  a  suitable  sum  there  than  you  are  in  the 
Treasuries.     That  is  the  one  and  only  justification. 

362.  But  if  there  is  a  spare  amount  in  the  paper 
cuiTency,  would  the  better  course  not  be  to  put  it  into 
a  permanent  investment,  as  has  been  done  with  spare 
money  before  P — That  is  what  Sir  Clinton  Dawkins  said 
when  he  discussed  it  in,  I  think,  1900.  It  seems  to  me 
that  if  you  have  some  spare  money  it  does  not  make 
very  much  difEerenoe  to  the  taxpayer  whether  you  lend 
it  say  for  haK  a  year  at  7  per  cent,  or  something  like 
that,  or  whether  you  buy  a  security  which  gives  you 
3^  per  cent,  throughout  the  whole  year.  If  you  could 
really  meet  a  genuine  reasonable  demand  on  the  part  of 
the  public  by  lending  it  at  7  per  cent,  for  half  the  year, 
or  something  of  that  kind,  and  could  assist  Indian 
trade,  the  balance  of  the  argument  is  in  favoui-  of  that, 
I  should  say. 

363.  {Mr.  Gladstone.)  With  reference  to  a  change  of 
the  budget  year,  I  was  wondering  if  a  change  to 
September  or  October  would  suit  you  as  well  with 
regard  to  the  issue  of  sterling  loans.  Wovdd  you  not 
come  across  the  autumn  and  winter  money  market, 
which  over  here  is  usually  less  favourable  than  the 
summer  money  market,  which  you  now  make  use  of  for 
the  loan  requirements  of  the  present  budget  year  ? — 
We  certainly  could  not  depend  on  an  autumn  money 
market  in  that  way ;  but  I  think  it  is  quite  possible 
that  the  Government  of  India  and  the  Secretary  of 
State  between  them,  before  the  budget  came  out  in 
September,  would  exchange  their  views  as  to  what 
would  be  the  probable  size  of  the  railway  programme 
and  the  probable  amount  of  loans.  The  Secretary  of 
State  would  have  to  issue  his  loans  before  the  budget. 
You  see  he  is  not  like  a  Minister  who  has  to  go  to 
Parliament  or  to  an  authoritative  body  in  order  to  get 
permission  to  issue  each  particular  loan. 

364.  {Sir  James  Beghie.)  In  reply  to  the  Chairman 
on  the  subject  of  the  Government  deposits  with  the 
Presidency  banks,  you  mentioned  that  they  began  in 
1862  ? — As  far  as  I  could  ascertain  that  was  the 
beginning. 

365.  At  that  time  the  Government  were  not  only 
depositors,  but  also  shareholders  ? — Tes. 

366.  Tou  mentioned  to-day  also  that  deposits  were 
given  to  the  banks  by  way  of  compensation  for  giving 
up  their  note  issues? — Perhaps  I  should  be  more 
careful  if  I  said  that  the  banks  always  claimed  that 
that  is  the  compensation,  and  I  think  generally, 
without  committing  myself,  it  has  been  thought  that 
there  was  some  reasonableness  in  the  claim. 

367.  But  you  would  not  admit,  as  an  absolute  fact, 
that  it  was  a  case  of  compensation  ? — I  do  not  think, 
if  I  may  say  so,  that  there  is  very  much  between  us 
on  the  point.  Supposing  that  at  any  time  one  of  the 
Presidency  banks  said  that  it  had  a  definite  claim  to 
so  and  so,  because  otherwise  it  wovild  not  be  compen- 
sated for  the  confiscation  of  its  rights,  I  should  not 
like  to  agree  with  that ;  but  in  a  friendly  and  general 
way  I  think  most  people  would  agree  that  there  was 
something  to  be  said  for  giving  the  banks  something 
when  the  note  issue  was  taken  away  fi'om  them. 

368.  The  reason  I  asked  the  question  is  that  it  is 
constantly  being  said  that  Government  leave  con- 
siderable sums  for  the  benefit  of  trade  with  the 
Presidency  banks,  and  it  is  a  question,  to  my  mind, 
whether  the  Government  are  altogether  entitled  to 
say  that.  If  they  give  the  deposits  by  way  of  compen- 
sation for  giving  up  the  note  issue,  the  assistance  that 
the  deposits  give  to  trade  is  a  consequence  of  the  com- 
pensation, not  the  cause  ?— May  I  ask  you,  is  there 
very  much  in  that  point  ?  I  do  not  mean  is  there 
much  substance  in  it,  but  is  there  not  a  slightly  unreal 
controversy  as  to  whether  the  Government  claim  a 
little  too  much  merit  for  theinselvee  or  not  ? 


369.  I  do  not  wish  to  press  the  point,  but  I  would 
like  to  have  it  cleared  up,  that  is  all  ?— I  should  say, 
and  I  think  this  is  very  much  in  accordance  with  youi' 
view,  that  it  has  generally  been  recognised  that  the 
claim  to  compensation,  though  in  no  way  a  legal  claim, 
appeai'ed  a  claim  that  it  was  reasonable  to  recognise. 

370.  In  paragraph  9  of  Appendix  I.  you  say,  "  On 
"  the  flotation  of  a  loan,  and  in  special  cases,  the 
"  amounts  are  inci'eased."  I  do  not  quite  know  what 
you  mean  to  impress  upon  us  there.  In  the  case  of 
floating  a  loan,  do  the  Government  increase  the  balances 
with  the  banks  in  advance  of  the  issue  of  the  loan  ? 
—No. 

371.  Then  how  ?  —  The  information  that  I  gave 
was  taken,  I  may  almost  say  plagiarised",  from  that 
telegram  from  the  Government  of  India,  from  which 
I  read  you  some  extracts  before  (see  page  66,  Appen- 
dix n.).  What  I  meant  to  convey  was  that  when  a 
loan  is  issued  and  the  money  paid  into  the  Goveiiunent 
account  at  the  Presidency  banks,  I  believe  that  it  is 
the  practice  of  the  Government  not  to  di-aw  out  that 
extra  money  with  too  great  haste  so  as  to  take  the 
money  off  the  markets  too  rapidly. 

372.  Tou  are  aware,  of  course,  that  the  Govern- 
ment have  claimed  the  right  to  do  it,  and  have  actually 
done  it  in  previous  years  ? — Yes,  and,  as  I  say,  you 
get  no  protection  in  your  agreements  against  it.  I 
believe — of  course  I  may  be  misinformed — that  in  a 
general  way  the  Government,  in  a  spir'it  of  comity, 
does  take  this  money  from  the  banks,  from  the  proceeds 
of  the  loans,  somewhat  gradually. 

373.  That  has  been  latterly  the  case,  but  it  is  not 
a  thing  that  we  can  depend  upon ;  the  banks  cannot 
depend  upon  the  money  being  left  with  them  at  any 
time,  can  they  ? — No. 

374.  Then  you  go  on  to  say  that  "  At  times  of 
"  great  stringency  in  the  money  market  the  Govern- 
"  ment  of  India  grant  loans  at  interest  to  the  Presi- 
"  denoy  banks."  I  do  not  know  whether  you  know 
they  also  refuse  to  grant  loans  ? — Have  they  done  So 
recently  ? 

375.  Not  I'ecently — that  is,  not  within  the  last  six 
or  seven  years,  so  far  as  I  know  ? — The  part  of  the 
history  with  which  I  am  familiar  is  that  there  is  a 
despatch  of  the  Secretary  of  State  of  4th  May  1899, 
in  which  he  laid  down  that  rule,  or  made  that  suggestion 
that  the  rate  should  be  the  bank  rate  (see  Appendix  II., 
page  64,  paragraph  10) ;  and  from  that  time  I  think  it 
has  been  the  practice  to  grant  the  loans  when  applied 
for.  There  may  have  been  exceptions,  but  I  do  not 
know  of  them. 

376.  There  is  no  settled  policy  in  the  matter,  so  far 
as  I  know? — If  at  any  time  the  Government  had 
money  and  thei-e  was  stringency  in  the  money  market, 
if  you  were  willing  to  pay  the  bank  i-ates,  I  think  you 
would  have  no  difficulty  in  getting  a  loan. 

377.  I  think  that  is  not  the  case.  We  have  had 
cases  where  we  have  been  refused  loans  without  any 
reason  assigned;  at  another  time  we  have  been  told 
that  the  Government  declined  to  lend  in  the  absence 
of  a  critical  position  ? — Of  course,  there  is  some  room 
for  divei'sity  in  the  practice  of  individual  Governors - 
General  or  Comptrollers- General.  What  I  have  en- 
deavoured to  do  is  to  give  you  what  I  understand  to 
be  the  deolai-ed  policy  of  the  Government,  and  I  assume 
that  it  is  usually  carried  out  with  discretion. 

378.  Tou  say  that  of  late  years  there  have  been  no 
requests  for  loans  from  the  banks,  and  you  assume 
that  that  has  been  due  to  the  rate  of  interest  demanded. 
That  has  not  always  been  the  case.  As  you  say  in 
the  same  paragi-aph  (paragraph  10  of  Appendix  I.), 
the  banks  have  taken  loans;  so  it  is  not  always  the 
case  that  the  banks  decline  to  take  loans  because 
of  the  rate  ? — I  think  the  coiTespondent  of  the 
Secretary  of  State,  who  said  the  bank  rate  was  the 
chief  cause  of  the  loans  not  being  demanded,  possibly 
overstated  the  matter  ;  and  I  was  rather  careful,  I  am 
afraid,  as  I  explained  with  some  prohxity,  to  say  that 
I  did  not  pin  myself  to  his  view. 

379.  Do  you  know  anything  of  the  conditions  that 
have  been  laid  down  in  previous  years  on  which  loans 
shall  be  granted  by  the  Government  ? — When  you  say 
previous  years,  what  pei'iod  do  you  refer  to  ? 
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380.  At  the  time  the  loans  were  being  taken ;  I  am 
taking  now  between  1898  and  1906  ? — 1  think  that  the 
period  was  as  a  rale  prescribed,  and  that  the  rate  was 
variable  from  time  to  time.  If  the  bank  altered  its 
own  rate,  then  it  altered  the  rate  of  interest  paid  to 
the  Govei-nment.  I  think  those  are  the  only  conditions, 
and  that  the  correspondence  between  the  banks  and 
the  Grovemment  of  India  was  extremely  brief. 

381.  I  would  like  to  mention  that  some  very  onerous 
conditions  are  attached  to  these  loans.  For  instance, 
I  find  that  the  Comptroller- General  has  intimated  that 
the  Government  should  help  the  market  only  when 
trade  is  seriously  inconvenienced  by  a  high  bank  rate. 
That  was  one  of  the  conditions  laid  down  in  1899. 
Then  we  have  also  been  told  that  the  minimum  bank 
rate  at  which  the  question  of  loans  would  be  considei"ed 
was  to  be  7  per  cent. ;  that  is  to  say,  the  Government 
would  not  give  us  loans  when  the  bank  rate  was  below 
7  per  cent.  ? — I  think  that  even  if  that  does  not 
sound  reasonable  there  is  a  certain  reasonableness  in  it. 
The  principle  followed  has  been — and  I  do  not  think 
the  banks  themselves  have  much  dissented  from  it — 
that  these  loans  should  be  somewhat  ia  the  nature  of 
emergency  loans,  and  the  7  per  cent,  i-ate  was  no  doubt 
taken  as  a  sort  of  index  of  an  emergency  having  arisen. 

382.  Of  course,  the  banks  are  in  this  position,  that 
they  have  to  assent  to  the  tei-ms  laid  down  by  the 
lender,  for  the  Government  are  in  the  position  of  the 
lender? — I  could  not  quite  agree  to  that  statement,  and 
I  will  tell  you  why.  I  have  read  through  a  vast 
amount  of  correspondence  between  the  Presidency 
banks  and  the  Government  of  India  about  loans  and 
similar  subjects,  and  T  have  always  been  struck  by  the 
extreme  reasonableness  with  which  the  Presidency 
banks  have  put  forward  their  views  ;  I  mean  they  have 
never  put  forward  the  extreme  view  that  every  penny 
that  the  Government  has  ought  to  be  lent  with  them 
and  placed  at  the  disposal  of  trade.  They  have  always 
gone  about  it  in,  I  may  say,  a  much  more  sensible 
manner,  and  have  said,  when  there  is  a  pressure  in  the 
money  market  of  Calcutta  or  Bombay,  it  is  really 
hard  that  the  Government,  if  it  has  funds,  should  not 
lend  them  to  us  either  with  or  without  security.  It  is 
because  they  have  approached  it,  and  I  think  very 
properly  approached  it,  in  that  spirit,  that  I  do  not 
think  the  adoption  of  a  certain  figure  as  indicating 
pressure  is  imreasonable. 

383.  I  do  not  suggest  that.  My  desire  was  to 
bring  out  the  conditions  on  which  the  Government 
usually  give  these  loans.  Another  condition  was  that 
the  banks,  when  they  took  loans,  were  not  expected  to 
make  any  profit  out  of  them — ^that  has  already  been 
mentioned  ;  that  is  to  say,  the  banks  were  expected 
to  lend  at  the  same  rate  as  that  at  which  they  were 
borrowing  ? — That  remark  originated  with  a  Presidency 
bank,  as  I  pointed  out. 

384.  That  has  been  brought  out  already.  The 
OomptroUpr- General  at  one  time  also  intimated  that  if 
a  Presidency  bank  declined  to  pass  on  money  lent  by 
Government,  at  the  same  rate  as  that  paid  to  Govern- 
ment, he  would  suggest  to  Government  that  loans 
should  be  made  direct,  and  he  thought  banks  would 
like  that  as  little  as  Government.  So  that  the  con- 
ditions under  which  the  banks  do  obtain  loans 
occasionally  ai"e  very  stringent  ? — Tes. 

385.  When  you  state  in  paragraph  10  of  Appendix  I. 
that  at  times  of  great  sta-ingency  the  Government  lend 
to  the  banks,  that  conveys  an  impression,  to  my  mind, 
certainly,  which  I  do  not  think  is  altogether  justified 
by  circumstances  ? — ^Do  you'tnean  that  the  Government 
are  more  severe  in  their  conditions  than  I  have 
indicated  ? 

386.  That  is  the  impression  given  to  my  mind  ? I 

can  only  say  that  I  base  all  that  I  say  on  the  subject 
on  the  official  correspondence  that  we  have  here  which 
expresses  the  intention  of  the  Secretary  of  State  and 
the  Government  of  India.  I  noticed  with  some  interest 
that  remark  which  you  quoted  from  the  Comptroller- 
General.  It  is  quite  possible — I  do  not  think  there  i& 
anything  improper  in  my  saying  it— that  that  particular 
remark  may  have  been  somewhat  indiscreet ;  I  mean 
Coinptrollers- General  are  not  perfect  24  hours -a  dfiy 
and  365  days  in  the  yftar.-  ■'■ 


887.  I  think  you  stated  to  the  Chairman  that 
regarding  loans  from  the  Treasury  there  was  a  question 
whether  the  market  should  rely  on  Government 
balances  P — Tes. 

388.  The  market  in  India  rather  looks  at  it,  some- 
times at  any  i-ate*  in  a  different  way ;  they  think  it  is 
a  question  whether  the  Government  are  justified  in 
withdrawing  money  to  a  very  large  extent  from  the 
market's  resources  ? — As  I  said,  I  think  to  Mr.  Keynes, 
it  is  very  hard  to  say  how  far  these  Government 
balances  come  from  market  resources.  If  they 
represent  land  revenue  ^  paid  in  by  agriculturists  that 
is  not  money  market  money,  and  it  is  not  a  depletion 
of  market  resources. 

389.  I  think  that  a  great  deal  of  that  money  is 
money  market  money  for  this  reason,  that  in  the 
cotton  districts,  for  example,  the  soukars,  the  native 
bankers,  lend  money  to  agriculturists  for  the  purpose 
of  paying  their  revenue — they  advance  money  against 
the  growing  crops — so  that  the  soukars  give  to  the  agri- 
culturist and  get  money  from  the  banks,  and  therefore; 
it  is  really  moneys  market  money  that  is  being,  raised  ? 
— On  that  subject  I  defer  to  you.  Tou  know  so  much 
more  about  it  than  I  can  hope  to. 

390.  Tou  are  aware  that  the  bank  rate  of  India  is 
the  rate  fixed  from  time  to  time  by  the  Presidency 
banks,  and  that  the  great  bulk  of  Indian  trade  is,  as  I 
suppose  you  know,  conducted  at  rates  which  are 
dependent  upon  or  based  on  bank  rates  ? — I  should 
assume  that,  although  as  a  matter  of  fact  the  divergence! 
between,  say,  the  rate  prevailing  in  a  district  and  th^ 
quoted  bank  rate  might  be  veiy  great  indeed.         . 

391.  Not  very  great  nowadays  since  railways  ..have 
developed  so  much?— There  again  I  would  not  profess 
to  know  anything  like  so  much  as  you  know  on  that 
subject.  , 

392.  At  any  rate  what  I  want  to  bring  out  is  that 
it  is  a  matter  of  very  great  importance  to  trade  that 
the  bank  rate  should  not  reach  a  high  level  ? — Thai) 
is  so.  >  .     ,.  .  - 

393.  That  of  course  you  acknowledge  in  paragraph 
14  of  Appendix  I.,  where  you  say  the  advantages  are 
obvious  ? — Is  it  worth  mentioning  here  that  some 
authorities,  including  bankers,  have  been  very  elo- 
quent in  the  coi'respondence  I  have  read  as  to  the 
disadvantages  of  too  low  a  bank  rate,  because  theysay 
it  tempts  people  to  hold  up  their  produce  unduly  by 
making  it  cheap  to  hold  out  for  high  prices  ;  and  that 
it  tempts  people  to  speculate  in  securities,  and  has 
other  similar  ill  effects. 

394.  When  you  say  it  is  an  advantage  to  have  a 
low  bank  rate,  and  you  refer  to  the  obvious  advantages 
of  avoiding  a  high  bank  rate,  do  you  mean  that  it 
would  be  an  advantage  to  the  Government,  or  to  trade, 
or  both  ? — I  meant  primarily  to  trade,  and  in  fact  to 
India  generally;  but  incidentally  whatever  is  good 
for  India  is  good  for  the  Government.  I  was  not 
thinking  primarily  of  the  Government,  except  as  a 
sjharer  in  India's  prosperity. 

'  .  395.  Do  you  not  think  that  if  anything  can  be  done 
to  prevent  these  high  rates  periodically  in  India  it 
would  be  a  great  advantage  to  the  Government  in 
the  matter  of  floating  loans  "in  India? — Tes.  As  a 
matter  of  fact,  I  believe  that  up  to  a  certain  point  it  is 
very  easy  to  float  a  loan  at  certain  periods  of  the  year 
in  India,  because  as  against  a  very  high  bank  rate  in 
December  or  March  there  are  very  low  rates  prevailing 
in  the  dead  season.  Still  generally  I  agree  with  your 
remark. 

396.  If  you  can  bring  about  a  state  of  affairs  when 
the  rate  of  interest  would  not  rise  to  a  high  level  in  the 
busy  season,  tie  market  would  be  in  a  better  state 
to  assist  the  Government  at  times  when  they  do  take 
loans  ? — I  quite  agree  with  you  there. 

397.  So  it  would  betp  the  advantage  of  Government 
as  well  as  of  trade  ? — Certainly. 

398.  The  season  of  Mgh  bank  rate .  coj.Tesponds,  I 
think,  with  the  Government  revenue  coilecting  season 

^I  think  Mr.  GUlan  has  already  brought  that, out  ? 

Tes.  .  ^ 

399.  The  Government  begin  to  collect  reveu,ue  in 
December  and,  January  and  ^Sien;  the  balances,  j-ise .?.-—, 
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The  Gbverninent  revenue  usually  comes  in  af  tei-  the  turn 
of  the  year.  Those  two  things  synchronise  fairly  well 
hut  not  exaotly^the  time  of  a  high  bank  rate  and  the 
time  of  revenue  collection. 

400.  The  minimum  is  in  Novemher  and  December 
and  goes  steadily  up  in  January,  February,  and  March, 
taking  the  balances  at  the  end  of  the  month,  I  think 
you  will  find  that  the  Treasury  balances  mount  up  year 
after  year  in  January,  February  and  March,  and  that 
is  the  time  when  the  bank  rate  is  usually  highest  ? — 
The  reason  I  stopped  for  a  moment  \vas  that  I  noticed 
that  in  1910  your  bank  rate  did  not  rise  to  7  per  cent, 
in  Bombay  until  the  end  of  March. 

401.  In  that  year  there  were  very  heavy  sales  of 
council  bills,  do  you  remember  ? — Tes.  I  merely  say 
that  though  the  two  things  generally  coincide  they  do 
not  coincide  very  exactly  ;  but  there  is  not  very  much 
in  that  point. 

402.  The  usual  process  is  that  the  revenue  collected 
by  the  Grovernment  passes  into  the  Treasury  in  hard 
Cash — that  is,  in  notes  or  in  coin  ? — Quite  so. 

403.  When  paid  into  the  treasuries  in  charge 
of  the  Presidency  banks,  the  money  thus  collected  in 
excess  of  the  balances  usually  retained  is  removed  to 
the  reserve  treasuries  or  to  some  other  treasury  where 
money  may  be  wanted  ? — Tes. 

404.  The  revenue  money  thus  collected  disappears 
from  the  market  ? — Tes. 

405.  That,  we  think,  is  a  great  factor  affecting 
the  rates  of  discount.  Tou  mentioned  that  you  had 
been  much  impressed  by  the  evidence  of  Lord 
Northbrook,  I  think  it  was  before  the  Committee  of 
1898,  regarding  the  establishment  of  the  reserve 
treasuries  in  consequence  of  the  difficulty  experienced 
in  the  '70's  in  withdrawing  money  from  the  bank  in 
Bombay  8 — Tes. 

406.  Having  regard  to.  the  effect  produced  on  the 
rates  of  discount  by  the  reserve  treasury  system  the 
remedy  applied  was  an  extreme  one  and  most  expensive 
to  India  ;  that  is  a  view  that  I  wish  to  put  before  you  ? 
— I  have  not  compared  the  rates  of  discount  so  far  back 
as  the  '70's,  but  of  course  if  you  say  that  there  are 
considerable  disadvantages  in  the  reserve  treasm-y 
system  it  is  so  obvious  that  one  could  not  help  agreeing 
with  you. 

407.  In  affecting .  the  bank  rate? — Presumably  it 
affects  the  bank  rate. 

408.  Most  other  countries  have  found  ways  and 
means  of  combining  and  organising  their  resources 
for  the  general  benefit  of  the  community.  Do  you 
think  it  is  reasonable  that  Indian  trade  should  continue 
to  be  penalised  by  high  rates  of  discount  during 
several  months  year  after  year  because  of  the  reserve 
treasury  system  ? — No.  As  a  matter  of  fact,  referring 
to  the  preamble  of  your  question,  if  you  take  what 
one  may  regard  as  the  two  most  highly  civilised 
nations,  namely,  England  and  the  United  States  of 
America,  I  do  not  know  which  of  them  does  less  to 
help  the  trade  in  the  manner  you  refer  to.  I  merely 
say  that  in  passing,  as  bearing  on  the  historical  fact. 
I  quite  agree  with  you  that,  so  far  as  the  Unforeseen 
consequences  of  the  reserve  treasury  system  can  be 
obviated  with  safety  both  to  trade  and  the  Govern- 
ment, it  is  a  good  thing  to  obviate  them. 

409.  {Chairman.)  With  reference  to  what  you  said 
a  moment  ago,  do  you  suggest  that  there  is  anything 
in  England  similar  to  the  lockmg-up  of  this  money  m 
the  rServe  treasuries  in  India  ?— No.  I  understand 
that  as  a  rule  the  Treasury  has  very  little  money 
because  the  money  comes  in  and  goes  out  pari  passu, 
so  that  the  Treasury  does  not  as  a  rule  place  mvich 
money  of  its  own  at  the  disposal  of  trade  by  leavmg 
it  with  the  Bank  of  England.  I  do  not  know  how 
much  the  balances  are.  .■,.-. 

410  Tou  do  not  suggest  that  that  is  due  to  its 
keeping  u.p  any  reserve  ?— No.  I  thought  Su-  James 
Begbie  implied  that  most  Governments  placed  consider- 
able sums  of  Government  money  at  the  disposal  of 
tr^e  The  United  States  actually  takes  its  money, 
as!  'understand,' and  locks  it -up  in  treasuries-.  The 
British  Government,  as  a  rule,  I  believe,  so  adjusts,  or 
has  adiusted  for  it  by  circumstances,  its  receipts  and 
disbursements,  that  considering  its  importance  it  has 


comparatively  insignificant  balances  as  a  mle.  I  think 
you  must  not  assume  that  England  and  the  United 
States,  which  are  two  important  nations,  do  what  India 
fails  to  do. 

411.  (Mr.  Keynes.)  Whenever  the  Treasury  has 
money  at  the  Bank  of  England,  it  is  in  effect  put  at  the 
disposal  of' trade  ? — Tes. 

412.  {8ir  James  Begbie.)  The  Government  of 
England  never  take  money  away  from  the  market  to 
the  disadvantage  of  the  rate  of  discount  ? — No.  They 
have  no  plstce  to  put  their  money  except  the  Bank  of 
England,  I  believe. 

413.  Tou  referred  to  the  very  large  Government 
balances  which  have  been  in  excess  of  Government 
requirements,  and  you  explained  that  they  were  due  to 
exceptional  causes  which  have  almost  passed  away ; 
but  is  it  not  the  case  that  even  with  the  loss  of  the 
opium  revenue  the  total  revenue  will  show  a  consider- 
able increase  over  that  of  a  few  years  ago? — It  is 
very  hard  to  forecast.  Tou  ought  to  remember  that 
when  the  Kiug  went  to  Delhi  he  promised  a  great 
increase,  or  he  made  remarks  which  suggested  the 
possibility  of  a  great  increase,  of  the  expenditure  on 
education  and  there  will  be  on  other  things,  such  as 
sanitation.  No  doubt  there  will  be  heavy  demands  for 
expenditure,  so  that  you  cannot  say  whether  in  the 
next  few  years  there  will  be  considerable  surpluses  or 
not.  I  do  not  know  that  anyone  could  possibly  speak 
with  any  confidence  on  that  subject. 

414.  The  point  I  wanted  to  make  was  that  there  is 
more  revenue  collected  than  in  former  years  ?  - — No 
doubt. 

415.  Is  there  not  a  possibility  that  as  more  revenue 
falls  to  be  Collected  and  the  money  finds  its  way  into 
the  treasuries,  it  will  have  a  greater  effect  on  the 
money  market  than  formerly  ? — It  depends,  of  course, 
on  how  much  money  is  paid  out. 

416.  On  the  revenue  side  there  will  be  a  tendency 
to  affect  the  money  market  more  ? — On  the  whole  I 
should  say  it  was  more  affected  by  the  balance  that 
remains  than  by  the  gross  revenue  that  is  paid  in. 

417.  (Sir  Robert  Chalmers.)  Isthattme?  Suppose 
you  have  double  the  revenue  ? — And  the  expenditure  ? 

418.  Tes ;  would  that  not  have  an  increased  effect 
on  the  money  market  ?  ■  Is  it  not  a  commonplace  and 
accepted  by  everybody  that  you  are  taking  money  off 
the  market  when  you  are  taking  it  out  of  the  pockets 
of  the  lieges  ? — It  depends,  of  course,  partly  on  the 
amount  you  pay  back  and  partly  on  the  rapidity  with 
which  you  pay  it  back. '  I  can  quite  understand  that  if 
you  take  money  by  way  of  revenue  collection  early  in 
the  year,  and  then  keep  it  for  a  long  period  before  you 
spend  it  again,  then,  df  coui-se,  you  will .  have  large 
balances  for  a  time,  and  you  will  injure  the  money 
market. 

419.  (Sir  James  Begbie.)  During  the  recent  period 
of  very  high  balances — I  am  talking  now  of  the  last 
three  or  four  years — was  the  question  considered 
whether  the  excess  balances  could  be  retained  in  India 
for  use  in  the  money  market,  with  the  object  of  avoiding 
high  rates  of  interest  ? — No.  I  cannot  say  that  that 
question  really  was  considered.  In  the  first  place  I 
may  mention — which  I  have  no  doubt  is  familiar  to 
you — that  on  a  question  of  that  sort  the  Government 
of  India  would  naturally  be  the  advisers  of  the  Secretary 
of  State,  and  I  cannot  recbllect  that  on  any  occasion 
they  did  tender  any  advice  on  the  subject  to  him.  Then 
again,  as  various  other  ihembers  of  the  Commission 
have  brought  out,  large  sales  of  bills  which  drew  the 
balances  to  England  have  had  very  great  advantages  ; 
so  that  if  any  change  had  been  made  which  prevented 
these  large  sales  or  if  any  such  change  had  been 
proposed  there  would  have  been  a  great  deal  to  be  said 
on  both  sides. 

420.  Tou  gave  reasons  which  appeared  to  be 
regarded  as  conclusive  against  increased,  deposits  with 
the  Presidency  banks;  these  reasons  are  based  on 
what  happened  in  1875  ? — Tes. 

421.  Is  there  a  good  analogy  between  the  circum- 
stances of  1875  and  those  of  the  last  two  or  thi-ee 
years  ? — No.  Tou  say,  "  which  appeared  to  be  regarded 
as  conclusive."  I  do  not  know  if  you  meant  that  I 
regard  them  as  coucluBive.    If  so,  I  do  not  regard  them 
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as  conclusive.  As  I  explained  in  answer  to  another 
member,  I  think  Sir  Ernest  Cable,  I  was  anxious  to 
put  the  facts,  to  show  that  the  facts  of  1874  were  of 
some  importance  and  weighed  with  the  authorities 
from  time  to  time ;  but  I  certainly  would  not  set  up 
the  rather  vulnerable  proposition  that  we  must 
necessarily  be  guided  now  by  what  has  happened  nearly 
40  years  ago. 

4'2'2.  The  question  of  the  earlier  date  of  1875  had 
reference.  I  think,  to  the  ordinary  balances  of  the 
Government;  since  1909  there  have  been  very  large 
excess  balances  beyond  the  needs  of  Government,  have 
there  not  ? — Yes. 

423.  My  question  with  regai-d  to  whether  the 
matter  had  been  considered  by  the  Government  about 
lending  these  balances  had  reference  to  lending  balances 
in  India  and  arose  fi-om  the  fact  that  there  were  these 
large  excess  balances  available  which  could  have  been 
used  in  India  if  the  Grovemment  wished  F — I  imagine, 
but  I  do  not  know,  that  from  time  to  time  the  Govern- 
ment of  India  have  considered  the  question ;  but  they 
have  not  approached  the  Secretaiy  of  State  on  it. 

424.  You  also  quote,  in  paragraph  15  of  Ap- 
pendix I.,  the  reply  given  by  Sir  Guy  Fleetwood 
Wilson  to  a  question  put  in  the  Legislative  Council 
stating  that  "the  Government  of  India  lent  con- 
■'  siderable  sums  out  of  their  Indian  cash  balances 
"  on  deposit  with  the  Presidency  banks.  They  do 
"  not  consider  it  advisable  to  make  a  practice  of 
'■  lending  to  the  money  markets  in  India  in  any 
"  other  manner  or  to  any  larger  extent."  The 
question  I  would  like  to  ask  is  whether  that  reply  was 
given  without  reference  to  the  Secretary  of  State,  if  I 
may  ask  that  question? — I  am  veiy  glad  you  have 
asked  that  question,  because  I  have  seen  that  point 
i-aised,  1  think,  in  newspapers.  There  has  been  a 
suggestion  made  in  what  I  might  almost  call  an 
unfriendly  spirit  that  Sir  Guy  Fleetwood  Wilson  was 
asked  or  instructed  by  the  Secretary  of  State  to  make 
that  reply.  Now,  what  happened  was  that  at  the  time 
that  these  qiiestions  were  put,  either  by  Su"  Charles 
Armstrong  or  by  Sir  Cecil  Gi-aham,  by  one  of  those 
two  at  any  rate,  notice  was  given  and  cei"tain  figures 
were  asked  for  which  could  only  be  supplied  by  the 
India  Office.  According  to  my  recollection  the 
Government  of  India  telegraphed  for  that  information 
and  for  anything  the  Secretary  of  State  might  wish  to 
say  to  th6m  regarding  this  question.  I  think  it  was 
Sir  Cecil  Graham's  question. 

425.  (Mr.  Gillan.)  Sir  Cecil  Gi-aham  asked  one 
question  and  Sir  Charles  Armstrong  asked  another  ? 
— I  am  on  the  question  put  iu  September.  The 
Secretary  of  State  gave  such  information  as  couid  only 
be  supplied  by  the  India  Office  and  he  may  have  made 
some  general  remarks  about  the  series  of  questions ; 
but  on  this  particular  one  he  said  nothing ;  he  left 
that  as  a  question  within  the  Govei'nment  of  India's 
purview  to  be  answered  by  them  as  they  thought  best. 

426.  (Sir  James  Begbie.)  Against  this  reply  of  Sir 
Guy  Fleetwood  Wilson  you  put  in  the  note  "  that  if 
"  during  1912-3  the  Government  of  India  had  wished 
"  to  place  larger  deposits  fi-om  their  Treasury  balances 
"  with  the  Presidency  banks,  they  would  not  have  been 
"  prevented  by  lack  of  means  at  that  time."  It  is  the 
general  idea  in  India  that  the  Government  of  India 
held  all  their  available  surplus  at  the  disposal  of  the 
Secretary  of  State  for  his  drawings  ;  is  that  the  case? — 
No.  I  remember  that  in  some  of  those  old  papei-s 
Sir  James  Westland  rather  emphasised  that  point. 
Of  course,  the  drawings  of  the  Secretary  of  State  are 
one  of  the  great  drains  on  the  Government  of  India's 
balances ;  but  there  are  times  when,  as  in  this  particular 
period  that  we  are  discussing,  the  Government  of  India 
have  far  more  than  is  necessary  to  meet  any  reasonable 
amount  of  the  Secretaiy  of  State's  drawings.  In  any 
case  there  is_  another  point  I  should  like  to  mention 
which  is  perhaps  a  little  intricate,  but  which  is  very 
important.  Supposing  that  the  Government  of  India 
had  placed  certain  of  then-  money  with  the  Bank  of 
Bombay  on  loan,  say,  for  three  months,  and  then  the 
Secretary  of  State  wished  to  draw  council  bills  or  to 
sell  telegi-aphic  transfers  up  to  a  cei-tain  amount,  the 
Government  of  India  would  say  to  him,  "  Ton  cannot 


'■  draw  against  this  pai-ticular  sum  which  we  have 
"  placed  with  the  Bank  of  Bombay  "  ;  and  the  Secre- 
tary of  State  would  recognise  that  he  could  not  draw 
against  that  particular  sum ;  it  would  all  be  taken 
into  account  in  forming  the  estimate  of  what  he  could 
draw. 

427.  Then,  I  understand  that  in  1912-3  it  was  not 
the  case  that  the  Government  of  India  did  hold  the 
whole  of  their  balances  at  the  disposal  of  the  Secretaiy 
of  State  ?— No,  certainly  not ;  but  they  no  doubt  -were 
i-eady  to  meet  his  bills  or  his  transfers  when  they  were 
drawn. 

428.  Tou  regai-d  loans  to  the  Presidency  banks 
from  the  Government  balances  as  an  uncertain  source, 
and  you  consider  there  is  an  objection  to  largely  in- 
ci"eased  deposits  being  given  to  the  banks  from  the 
Treasury  balances,  because  they  are  uncertain ;  I  would 
like  to  ask  you  if  you  hold  the  same  opinion,  and  the 
san^e  strong  objection,  no  matter  what  the  size  of  the 
Treasury  balances  may  be — I  rather  think  you  have 
answered  that  question  already  to  someone  else  ? — Of 
course,  if  you  do  in  one  year  a  thing  that  you  may  not 
be  able  to  do  the  next  yeai-,  one  person  may  say  you  are 
wise  to  do  it  when  you  can,  because  you  confer  a 
certain  benefit  at  that  time,  and  another  person  may 
say  it  is  better  not  to  do  it  at  all,  because  you  may 
raise,  and  have  idtimately  to  disappoint,  expectations. 
It  is  a  matter  really,  if  one  may  say  so,  almost  of  one's 
general  judgment  about  things  in  general  rather  than 
a  financial  question. 

429.  Could  not  a  point  be  mentioned  or  settled,  and 
then  if  the  Treasury  balances  exceeded  that  point  loans 
might  be  given  ?  Might  not  something  of  that  kind 
be  done  ? — Personally,  as  I  hope  I  have  made  clear,  I 
am  in  no  way  obdui-ate  about  these  matters,  in  fact  I 
see  very  gi-eat  force  in  what  you  say.  Still,  it  remains 
time  that  if  the  jute  trade,  or  the  cotton  trade,  in  one 
year  were  largely  dependent  on  the  Gtovemment 
balances,  which  happened  to  be  very  big  thi-ough  some 
fortunate  accident,  and  went  on,  say,  for  two  or  three 
yeai-s,  and  then  the  Government  balances,  through  no 
fault  of  Government,  fell  down,  the  jute  trade  and  the 
cotton  trade  might  be  very  much  hampered  through 
the  sudden  withdrawal.  I  merely  give  you  that  for 
what  it  is  woi-th;  I  do  not  say  it  is  a  conclusive 
argument  in  favour  of  or  against  any  particular  policy, 
but  it  is  a  point  to  be  considered,  and  that  it  is  all  I 
wish  to  put  about  it. 

430.  Tou  drew  a  distinction  between  loans  to  help 
trade  and  loans  to  earn  interest,  but  India  Office 
balances  have  been  deposited  with  banks  and  lent  to 
other  banks  and  to  discount  companies,  and  these 
companies,  as  I  understajid,  do  help  trade  ;  there  is 
not  much  point  in  the  matter  as  between  lending  to 
the  banks  in  order  to  assist  trade,  and  lending  in 
order  to  earn  interest? — The  difference  between  us 
there  is  veiy  great  indeed.  If  we  were  lendiog  in 
India,  we  should  be  very  anxious  to  consider  the  effect 
of  the  loans  on  the  borrowers,  I  mean  not  to  interfere 
with  their  genei-al  method  of  business,  and  not  to 
raise  expectations  from  them  which  we  could  not 
fulfil.  As  regards  the  boiTOwers  fi-om  India  Office 
balanees  we  regard  them  with  the  utmost  callousness 
We  do  not  care  for  those  bonowers  at  aU.  We  lend 
our  money  to  a  bank,  or  to  an  approved  borrower  and 
it  IS  understood  that  he  has  got  to  deposit  secui-ity,'  and 
that  he  has  got  to  pay  the  money  back  at  the  right 
time,  and  to  pay  his  interest ;  there  is  between  us  if 
1  may  use  an  old  expression,  merely  the  cash  neiis. 
V\  e  want  his  interest,  he  wants  our  loan,  and  the 
relation  is  absolutely  different  from  that  between  a 
more  or  less  paternal  Government  in  India  and  the 
trade  of  India. 

431.  Is  there  any  reason  why  Government  should 
not  give  loans  m  India  for  the  sake  of  interest  only  =— 
No  certainly  not.  I  have  di-awu  your  attention  to  the 
tact  that  aU  this  danger  of  interference  with  trade 
and  disappomtment  if  one  cannot  lend  in  the  fifth 
yeai-  after  one  has  lent  in  the  four-  years,  is  rather  sei-i*us 
in  India,  because  the  Government  capital  bulks  so  laJae 
m  the  comparatively  small  Lidian  money  markete- 
whereas  m  EngW,  if  you  lend  one  year^a^d  yonio 
not  lend  another,  it  is  so  trivial  that  you  do  not  by 
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witMrawing  j-our  loan  money  interfere  with  anyone  to 
any  appreciaDle  extent.  TMs  is  tlie  distinction  that 
I  put. 

432.  But  you  think  you  might  in  India? — Yes,  I 
think  you  might.  I  think  that  if  you  wanted  to  do  in 
India  what  we  did  some  months  ago — ^I  think  we  called 
in  seven  or  eight  millions  in  the  course  of  three 
monl^hs — those  figures  are  not  exact,  but  they  are 
approximate — you  would  cause  a  great  deal  of 
turmoil. 

433.  {Chairman.)  I  understand  your  view  to  be 
that  if  you  lent  in  India,  and  had  occasion  suddenly  to 
call  in  the  money,  you  might  create  a  crisis  ? — Tes. 

434.  But  if  you  lent  in  England,  and  had  occasion 
suddenly  to  call  in  the  money,  the  likelihood  of  your 
producing  a  crisis  is  much  less  ? — Tes. 

435.  In  addition,  you  do  not  care  if  you  do  produce 
a  crisis  here,  as  it  is  not  yonr  business  in  the  sense  in 
which  it  would  be  your  business  if  you  produced  a 
crisis  in  India  ? — Tes ;  and  as  an  illustration  of  how 
much  we  can  call  in  without  disturbing  the  market, 
perhaps  when  you  look  at  the  papers  which  Mr.  Badock 
is  submitting  to  you,  in  which  you  will  see  our 
balances  from  day  to  day  in  the  year  1912-3,  you  will 
note  that  between  28  September  1912  and  6  January 
1913*  we  reduced  our  loans  on  the  market  by  some- 
where about  eight  millions.  I  do  not  know  the  exact 
figvu-e,  but  you  will  see  when  you  come  to  it  what  a 
remarkably  large  iigure  it  is. 

436.  {Sir  James  Begbie.)  Tou  suggest  that  loans 
might  be  given  from  the  paper  currency  department 
reserves  rather  than  from  the  Treasury  balances ; 
would  loans  from  that  source  necessarily  ease  the 
market  ?  Suppose,  for .  example.  Government  were 
granting  loans  from  that  reserve  and  at  the  same  time 
accumulating  money  in  the  Treasuries  to  a  large 
extent,  then  one  operation  would  cancel  the  other  so 
far  as  the  money  market  was  concerned,  would  it  not  ? 
— 1  should  rather  put  it  this  way.  At  present,  if  the 
Government  were  accumulating  large  balances,  it 
would  be  taking  money  off  the  market  and  doing 
nothing  to  counteract  it.  If  at  the  same  time  they 
lent  money  from  the  paper  currency  reserves  it  would 
be  counteracting  the  stringent  effect  of  its  taking 
money  off  the  market  by  means  of  its  Treasury 
balances.  Then  there  is  a  subtle  question — I  hope 
you  wUl  not  press  me  on  it,  because  it  requires  a  very 
fine  brain  to  answer  it— namely,  what  exactly  is  the 
relation  in  every  sense  between  the  Treasury  balances 
and  the  paper  currency  reserve  ?  Tou  see  in  a  sense 
the  paper  currency  reserve  is  merely  the  solid  backing 
of  the  paper  Treasury  balances. 

437.  {Mr.  Keynes.)  Is  it  not  the  case  that  the 
money  in  the  reserve  treasmies  is  almost  wholly  iu 
notes  ? — I  think  entirely. 

438.  So  that  when  there  is  a  great  deal  of  money 
in  the  reserve  treasuries,  that  means  there  is  more 
money  in  the  paper  currency  reserves  ? — That  is  so. 

439.  So  that  when  there  are  high  Treasury  balances 
that  shows  itself  in  its  being  easier  to  make  loans 
from  the  paper  currency  resei-ves  ? — That  is  so. 

440.  Therefore  the  two  things  give  alternative 
methods  of  effecting  the  same  purpose,  not  rival  ones, 
as  suggested? — Tes.  I  was  trying  to  put  that  point 
to  Sir  James  Begbie,  but  at  the  same  time  to  steer 
clear  of  a  very  elaborate  discussion  of  it.  I  think 
that  owing  to  Mr.  Keynes'  kind  help  now  the 
important  part  of  it  is  clear,  is  it  not  ? 

441.  {Sir  James  Begbie.)  Not  to  my  mind,  taking  it 
from  the  money  market  point  of  view  ? — Just  allow  me 
to  put  it  this  way  and  I  think  one  can  make  it  clear. 
At  a  certain  moment  we  have  so  much  in  our  resei-ve 
treasuries  let  us  say,  and  then  owing  to  the  collec- 
tion of  revenue,  and  what  not,  we  get,  say,  an  extra 
two  crores  in  our  reserve  treasuries,  which  are  two 
crores  of  notes.  Presumably  at  the  same  time 
that  those  two  crores  of  notes  came  into  the  reserve 
treasuries,  two  crores  of  rupees  went  into  the  paper 
currency  reserve  as  against  those  notes.  If  we  lent 
that  two  crores  of  rupees  it  is  really  just  as  good  as  if 
we  lent  our  two  crores  of  notes. 
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442.  I  wUl  give  you  an  example  of  what  happened 
last  year.  The  Secretary  of  State  last  year  drew 
heavily  on  the  Paper  Currency  Department—that  was 
for  the  purchase  of  sUver,  I  think,  for  coinage.  The 
effect  was  the  same  as  if  a  loan  had  been  granted  from 
the  currency  reserve,  and  the  same  as  if  the  money 
had  been  lent  to  a  bank  and  by  the  bank  to  the  market, 
that  is,  the  money  went  out  of  the  cun-ency  reserve 
and  went  into  the  hands  of  the  public.  At  the  same 
time  the  Government  were  accumulating  pretty  large 
balances  in  Treasuries.  There  was  a  case  where  you 
had  the  same  effect  as  if  the  loan  had  been  granted 
from  the  paper  currency  reserve,  and  at  the  same  time 
you  had  Government  balances  going  up,  so  that  the 
one  cancelled  the  other,  so  far  as  the  money  market 
was  concerned  ? — I  should  like  to  look  into  that  in 
detail  and  see  how  far  you  and  I  hold  the  same  views 
as  to  the  effect  of  it ;  but  I  might  say  this,  that  if  the 
effect  on  the  money  market  of  the  accumulation  of  the 
Treasury  balances  were  cancelled  under  some  future 
arrangement  by  loans  from  the  paper  currency  reserves 
you  would  at  least  be  better  off  to  the  extent  of  the 
cancelling. 

443.  The  point  I  really  wanted  to  make  was  that 
the  accumulation  of  money  in  the  Treasury  was  the 
greatest  factor  in  forcing  the  bank  rate  to  a  higher 
level? — I  should  say  that  it  would  cease  to  be  the 
greatest  factor  if  the  balances  were  accumulated  in 
notes  and  a  part  of  the  reserve  held  against  those  notes 
were  lent  or  deposited. 

444.  Then  loans  from  the  paper  currency  reserve 
raise  a  larger  question  respecting  the  suitability  of 
such  loans  in  a  country  like  India,  where  metallic 
currency  still  forms  the  medium  for  the  great  bulk  of 
monetary  transactions.  Already  the  reserve  in  India 
has  been  depleted  by  the  removal  of  several  millions 
sterling  to  London.  A  serious  problem  might  arise  if 
in  addition  the  reserves  were  further  depleted  by  the 
grant  of  loans  which  almost  certainly  would  be  taken 
in  coin ;  you  might  give  such  loans  from  the  currency 
reserve,  and  the  money  might  be  taken  in  notes,  but 
the  notes  would  probably  be  presented  for  cash  almost 
immediately  ? — Exactly. 

445.  So  you  would  have  the  risk  of  loans  further 
depleting  the  coin  reserves  of  the  Paper  Currency 
Department? — I  should  say  that  that  risk  is  an 
extremely  remote  one.  If  you  look  through  the 
figures  which  Mr.  Newmarch  gives  on  pp.  248-9, 
Appendix  VIII.,  you  will  see  that  the  lowest  amount  to 
which  the  paper  currency  reserve  fell  within  the 
present  generation  was  rather'  less  than  6  crores  of 
rupees.  When  the  amount  has  gone  down  as  low  as 
that  there  is  a  serious  risk.  Nowadays  we  have,  as 
you  know,  a  standard  of  something  between  174  and 
24  crores,  and  if  we  granted  loans  from  the  paper 
currency  reserves  perhaps  that  would  have  to  be  raised 
a  little.  With  any  such  standard  as  we  have  at 
present  I  think  that  the  risk  of  rurming  short  of 
metallic  currency,  or  even  of  one  particular  form  of 
metallic  currency,  namely,  mpees,  can  be  disregarded ; 
I  am  not  in  any  way  perturbed  about  that. 

446.  Of  course,  you  recognise  that  the  rupee 
reserves  are  replenished  occasionally  by  fresh  coinage  ? 
—Tes. 

447.  Do  you  take  that  into  account  also,  that  you 
might  have  to  coin  if  you  granted  loans  to  a  large 
extent  from  this  reserve  ? — Supposing  that  what  I  may 
call  our  critics  are  right  in  thinking  that  sovereigns 
ai-e  as  acceptable  as  rupees,  then  loans  might  be  granted, 
either  directly  or  indirectly,  in  sovereigns ;  but  if  the 
mpee  is  still,  as  I  believe,  the  favourite  currency  of  the 
people  of  India,  then  from  time  to  time  we  should  have 
to  coin  rather  more  rupees.  But  you  cannot,  if  I 
may  so  put  it,  have  more  money  in  the  country  unless 
you  coin  more  money. 

448.  There  is  a  risk,  is  there  not,  in  the  further 
depletion  of  the  paper  currency  reserve,  because  you 
have  got  to  remember  that  if  the  resei-ve  in  the  Paper 
Currency  Department  does  fall  to  a  lower  level,  then  the 
reserve  of  your  paper  issue  will  be  affected — it  may  be 
a  remotfe  contingency  now,  but  the  risk  is  there  ? — ^I 
do  not  know  that  on  this  point  there  is  very  much 
trouble.     The  management  of  the  stock  of  rupees  to 
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be  held  in  the  paper  cuiTcncy  reserve,  though  it  did 
give  i-ise  to  some  difficulty  years  ago,  is  really  au 
exceedingly  simple  thing.  You  have  to  allow  for 
certain  i-isks,  and  it  is  quite  easy,  and  I  am  sure  that 
anyone  with  official  experience  would  say  so,  to  allow 
for  those  risks. 

449.  Ton  give  a  statement  in  paragraph  15  (2)  of 
Appendix  I.  for  the  purpose  of  showing  that  the  Govern- 
ment deposits  with  the  Presidency  banks  might  pei-haps 
be  regarded  as  a  high  proportion  of  the  capital  and 
reserve  and  of  the  cash  held.  I  would  like  to  say  that 
the  statement  is  di-awn  in  an  unusual  form.  I  think  it 
is  recognised  generally  that  the  safety  of  depositors  does 
not  depend  on  these  proportions.  I  would  also  like 
to  mention  several  particulars  about  the  Presidency 
banks  generally  for  the  purpose  of  showing  that  there 
is  not  the  same  anxiety,  and  should  not  be  the 
same  anxiety,  about  lending  to  Presidency  banks,  or 
depositing  with  them,  which  your  memorandum  rather 
seems  to  suggest.  I  would  like  to  say  that  the 
Presidency  banks  publish  weekly  statements  of  their 
affairs,  and  that  I  think  is  a  valuable  safeguard  for 
depositors.  Then  the  banks  are  incorporated  by 
statute  which  also  regulates  the  business  in  which 
they  may  engage,  and  which  excludes  operations  in 
foreign  exchange.  Then  the  byelaws  drawn  up  by  the 
directors  require  the  sanction  of  the  Governor- General 
in  Council  before  they  become  effective.  Another 
thing  is  that  it  is  most  difficult  to  get  any  alteration 
of  the  powers  of  the  banks,  or  any  extension  of  the 
powers,  even  to  assist  the  enterprise  of  public  bodies, 
as  was  shown  when  it  was  proposed  to  empower  the 
banks  to  deal  with  the  shares  of  assisted  railways  and 
the  securities  of  district  boards.  The  Government  of 
India  deemed  it  necessary  to  consult  the  Chambers  of 
Commerce  before  they  amended  the  Act  as  desired  ? — 
Perhaps  I  might  say  that  on  the  main  point  I  think 
there  is  complete  unanimity  of  opinion  between  us, 
that  is  to  say,  I  recognise — and  1  am  sure  everyone  who 
has  had  to  do  with  the  India  Office  or  the  Government 
of  India  recognises — ^that  the  Presidency  banks  are  very 
great  and  important  institutions  which  render  the  most 
valuable  service  both  to  the  Government  and  to  India 
generally,  and  they  are  bodies  of  very  great  strength, 
who  can  always  be  relied  upon  to  meet  their  engage- 
ments. But  having  taken  that  for  granted,  I  did  draw 
attention,  for  what  it  might  be  worth,  to  certain 
proportions  which  perhaps  have  a  bearing  on  the 
question  of  the  feasibility  of  large  increases  of  Govern- 
ment deposits.  If  I  ga-ve  the  impression  that  it  was 
in  any  disparaging  spirit  to  the  Pi-esidency  banks  that 
I  mentioned  these  facts  I  am  extremely  sorry ;  I  had 
no  such  intention. 

4.50.  You  also  deal  with  the  question  of  deposits 
or  loans  with  other  banks  in  India,  and  you  refer  to 
a  discussion  that  took  place  in  Calcutta  between  the 
representatives  of  certain  exchange  banks  and  the 
Finance  Member  of  Council,  when  the  impression  given 
was  that  the  banks  concerned  would  not  welcome  an 
extension  of  the  pi'actice  of  placing  Government  money 
with  the  banks,  at  any  rate  if  introduced  on  a  large 
scale.  1  draw  attention  to  that  for  the  pui-pose  of 
asking  whether  it  is  the  case  that  loans  have  been 
given  to  the  British  exchange  banks  by  the  Secre- 
tary of  State  from  the  India  Office  balances — I  think 
you  have  already  said  so  P — Yes  ;  1  gave  particulaa-s  to 
Mr.  Keynes. 

451.  The  rates  of  interest  at  which  these  loans  were 
given,  1  understand,  were  under  the  Bank  of  England 
rate  ?-^I  should  think  ordinarily  they  would  be,  because 
the  Bank  of  England  rate  is  what  is  properly  called 
a  discount  rate — the  rate  for  discounting  bUls.  That 
is  rather  different  from  a  rate  for  a  loan  for  three 
weeks,  or  whatever  it  might  be. 

452.  You  also  deal  wiiJi  loans  to  firms  and  institu- 
tions other  than  banks  in  India,  but  I  think  you 
mentioned  that  such  loans  have  never  been  granted  so 
far  as  you  are  aware  ? — ^Yes, 

453.  Do  you  think  that  loans  given  to  other  banks 
or  private  institutions  would  have  the  same  useful 
effect  as  loans  to  Presidency  banks  ? — I  see  the  tendency 
of  your  mind,  and  I  agree  with  you  in  substance, 
though  perhaps  not  for  the  same  reason.  '  I  think  it  is 


much  better,  if  the  Government  is  going  to  lend,  that 
it  should  lend  to  big  banks  like  the  Presidency  banks. 
As  regards  the  effect  on  the  discount  rate,  I  expect  it 
is  the  case,  as  you  say,  that  a  given  loan  will  be_  more 
effective  if  placed  with  a  Presidency  bank  than  with  an 
individual  firm. 

454.  It  would  have  the  effect  of  affecting  the  bank 
rate  F— Yes,  I  should  agi-ee  with  you  there.  That  is  a 
point  that  had  not  occurred  to  me,  but  I  think,  if  I  may 
say  so,  it  is  .a  very  sound  point.  _ ,     • 

455.  (Sir  Robert  Chalmers.)  Is  it  quite  certain  in 
your  mind  that  the  effect  would  be  different  P—It  is 
not  quite  certain,  but  I  should  rather  say  that  if  you 
had  to  lend,  say,  200,000Z. 

456.  The  money  would  get  on  to  the  market?— 
Just  forgive  me  for  a  moment — you  might  lend  it;  say, 
to  someone  like  Sir  James  Begbie,  or  you  might  lend  it 
on  the  other  side  of  the  table  to  Sir  Ernest  Cable, 
the  owner  of  a  jute  mill ;  I  think  probably  you  would 
have  more  effect  on  the  money  market  if  you  lent  it 
through  the  bank  which  would  have  the  option  of 
lending  it  to  the  owner  of  the  jute  mill  than  if  you 
lent  it  to  the  owner  of  the  jute  miU  direct. 

457.  Do  you  think  the  money  is  worth  more  in  the 
one  hand  than  in  the  other  ? — Just  consider  this  : 
Supposing  you  lend  the  money  in  hard  rupees,  you 
know  that  on  every  single  rupee  the  ingenious  banker 
builds  up  a  credit  superstructure  of  several  rupees,  so 
if  we  lend,  say,  20  lakhs  to  the  Bank  of  Bombay  they 
would  lend  against  that  in  the  form  of  banking  money 
perhaps  40  lakhs. 

458.  What  would  the  jute  man  do  with  his  lakh  if 
it  were  lent  to  him  direct? — He  would  pay  his  em- 
ployees, or  pay  the  cultivators  from  whom  he  bought 
his  I'aw  material.  ■ 

459.  Would  he  not  pay  it  into  a  bank  as  a  deposit 
to  draw  against  ? — He  might  for  a  very  short  time. 

460.  (Sir  Ernest  Cable.)  It  would  be  used  very 
rapidly,  of  coui-se?— -He  would  draw  it  out  again  to  pay 
for  the  raw  material. 

461.  (Sir  Robert  Chalmers.)  Woiild  he  draw  it  Out 
and  use  it  more  rapidly  if  it  came  to  him  direct  from 
the  Govemment  than  if  he  had  got  a  credit  at  the  bank  ? 
— ^I  cannot  say. 

462.  (Lord  Faber.)  If  it  went  through  the  bank, 
unless  the  bank  put  something  on  for  interest  to  its 
customer,  I  do  not  see  how  it  would  do  more  for  the 
money  market  than  the  jute  man  would  have  done  ? — 
I  should  have  thought  that  if  you  have  a  choice 
between  paying  a  certain  sum  in  actual  metallic  money 
to  a  bank  or  to  a  manufacturer  who,  perhaps,  will  not 
take  the  trouble  to  bank  it  in  the  interval  between  his 
receiving  it  and  spending  it,  you  would  probably  do 
more  for  the  money  market  by  giving  it  to  the  banker, 
who  would  build  up  his  credit  supei-stmcture  on  it. 

463.  It  is  very  arguable  that  the  money  is  the  same 
wherever  you  lend  it,  unless  you  add  something  on  to 
it  and  charge  for  it  ? — If  there  is  one  proposition  with 
which  I  should  not  agree  it  is  that  money  is  the  same 
wherever  you  put  it.  Money  seems  to  me  to  differ 
enoi-mously  according  to  where  it  is  put. 

464.  (Sir  James  Begbie.)  With  regard  to  the  ques- 
tion of  coimcil  bills,  the  origin  and  purpose  of  the 
council  bill  system  was  for  the  purpose  of  remitting 
money  from  India  to  England  to  meet  the  actual 
disbui-sements  of  Govei-mnent,  was  it  not  ? — Yes,  that 
is  right. 

465.  At  the  pi-esent  tune  Government  biUs  are  used 
for  a  much  wider  pui-pose  and  a  much  larger  pui-pose  ? 
— Yes,  there  has  been  an  extension  of  the  system. 
There  has  been  no  change  in  kind,  but  it  has  gradually 
spread  over  a  larger  area  of  transactions. 

466.  You  use  council  biUs  now  not  only  for  remitting 
the  money  which  Govemment  itseM  requires  in  London 
but  also  against  the  Paper  Cuirency  Department,  for 
example,  or  sometimes  against  the  gold  standard 
reserve?— We  sometimes  sell  biUs,  you  mean,  which 
the  Government  of  India  cannot  meet  from  TreasuiT 
balances,  and  which  they  can  only  meet  from  theh- 
paper  currency  reserve;  that  is  so.  ■  A  gi-eat  many 
questions  arise  out  of  that. 

467.  In  your  memorandum  (Appendix  I.),  so  fai-  as 
1  can  judge,  there  is  no  clear  distinction  drawn  between 
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the  different  jprposes  for  which  council  bills  are  drawn  ? 
—I  WQ\ild  say  this,  that  from  the  one  side  they  are  drawn 
in  order  to  enable  the  Secretary  of  State  to  meet  the 
vario\;s  kinds  of  expenditure  which  he  has  to  meet  in 
London,  both  reTenue  and  capital,  both  immediate  and 
future.  That,  I  should  say,  is  the  main  purpose ;  but 
incidentally  the  system  is  so  worked  as  to  give  certaia 
reaaojiable  facilities  and  conveniences  to  trade. 

468.  In  the  memorandum  presented  to  Parliament 
(Od.  6619)  you  gave  a  number  of  various  reasons  why 
council  bills  were  sold  in  excess  of  the  Secretary  of 
State's  immediate  requirements,  I  think  P — Tes. 

469.  Tou  have  four  different  reasons,  I  think  ? — 
Five. 

470.  Do  you  not  think  that  these  give  the  Secretary 
of  State  considerable  range  of  options  when  bills  are 
wanted? — ^If  you  mean  that  it  leaves  him  a  great 
liberty  of  action,  yes  but  not  an  unreasonable  liberty. 
Of  course,  much  depends  on  whether  the  way  he  does 
his  business  is  made  clear  or  is  not  generally  recog- 
nised. I  think  it  is  a  very  great  advantage  that  he 
should,  as  it  were,  put  his  cards  on  the  table  and  say, 
This  is  the  way  I  do  my  business  of  selling  council 
bills.  I  think  the  India  Office  have  been  very  keen  on 
making  it  clear. 

471.  In  the  case  of  council  bUls  drawn  against 
paper  currency  reserves  is  it  recognised  that  there 
should  be  any  special  rate  on  such  biUs? — 'So.  Of 
course,  such  bills  would  only  be  sold  at  a  time  of  great 
pressure,  and  the  rate  would  Usually  be  well  over 
Ig.  M. ;  but  it  has  not  been  decided,,  as  was  suggested, 
I  think,  by  one  or  two  Members  of  Parliament,  that 
such  bills  should  only  be  sold  at  Is.  4^^. — at  the 
maximum  price,  I  think  that  is  the  suggestion  you 
are  referring  to. 

472.  Tes ;  it  has  not  been  laid  down  as  a  fixed  mle, 
has  it  ? — No,  it  has  not. 

473.  Do  you  not  think  that  is  a  necessary  measure  ? 
— I  do  not  know  that  there  is  any  great  advantage  iu 
it.  It  is,  if  I  may  say  so,  a  point  of  such  miaor 
importance  that  I  do  not  think  if  good  reason  were 
shown  the  Secretary  of  State  would  be  obstinate  about 
it.  I  think  the  difficulty  is  that  people  have  assumed 
that  Is.  4^d.  is  the  real  gold  point,  I  mean  the  lowest 
point  at  which  gold  and  council  bills  compete,  and, 
therefore,  there  is  a  peculiar  sanctity  about  it.  As  will 
be  shown  to  you  in  other  evidence,  that  is  not  the  case. 
The  gold  point  is  really  a  fluctuating  poiat.  I  cannot 
see  anything  very  much  one  way  or  the  other  on  the 
proposal  that  these  particular  sales  shall  be  at  this 
specified  rate. 

474.  I  do  not  propose  to  go  into  that  matter  further 
at  the  moment.  As  you  say,  we  will  probably  have 
that  later  on.  Tou  have  told  us  that  since  1904  there 
has  been,  for  instance,  an  undertakijig  to  sell  biUs 
without  limit  of  amount  at  Is.  4i\d. ;  was  that  under- 
taking given  with  reference  to  ordinary  council  biUs, 
if  I  may  use  the  term,  against  Treasury  balances? 
—Tes. 

475.  Not  agaiust  the  currency  reserve  ? — No.  From 
the  point  of  view  of  the  public  there  is  no  difference. 
If  a  man  or  bank  comes  and  biiys  a  council  bill  he 
does  not  ask  from  what  source  the  Government  of 
India  or  the  Secretary  of  State  are  going  to  meet  the 
bill ;  to  him  it  is  a  simple  biU  and  nothing  more. 

476.  In  the  case  of  the  council  biU  sales  against 
the  gold  standard  reserve,  I  think  the  poiat  has  already 
been  mentioned  to-day  that  the  Government  were  very 
anxious  to  get  the  reserves  of  rupees  collected  at  that 
time  transfen-ed  into  sterling? — Tes;  that  was  after 
the  exchange  crisis. 

477.  At  what  rate  did  the  Government  begin  to 
sell  at  that  time  against  this,  special  reserve  ? — I  do 
not  think  that  that  ,  is  a  qu^stio:ti  one  can  answer 
exactly,  for  this  reason :  In  the  course  of  a  year  one 
sells  bills,  say,  for  23  millions  sterling,  just  to  take  an 
illusti-ative  figure,  and  then  at  the  end  of  the  year, 
perhaps,  the  Secretaiyof  State  says.  For  my  Treasui-y 
purposes  I  am  satisfied  with  18  millions  of  these  pro- 
ceeds, therefore  I  wiU, appropriate  the  odd  five  millions 
to  the  gold  staadai-d  reserve  and  invest  that  five 
millions.  But  one  does,  not  day  by  day  or  week  by 
week  as  one  sells  a  biU  say,  This  is  sold  against  the 


gold  standard  reserve.  The  appi'opriation  is  done  just 
as  one  makes  up  a  balance  sheet  for  a  bank  at  the  end 
of  a  period  of  half  a  year  or  a  year,  as  it  may  be. 

478.  In  this  particular  case  sales  against  the  gold 
standard  reserve  were  bills  sold  under  Is.  4:d.  ? — 
These  bUls  to  replenish  the  gold  standard  reserve  were 
maiuly  sold  in  1909-10,  I  think,  and  the  average  rate 
in  1909-10  was  for  the  first  six  months  of  the  year 
Is.  3  •  951d.,  and  for  the  entire  year  Is.  4  ■  041d,  I  think 
some  of  them  were  sold  ia  1910-1,  but  I  am  not  sure 
of  that  for  the  moment,  and  the  average  rate  was 
ls.4.019d. 

479.  In  the  year  before  that  were  there  any  sales 
against  this  reserve  ?— Tes,  at  Is.  3  •  931cZ.  I  am  not 
sm-e  whether  anything  was  sold  to  replenish  the  reserve 
in  the  earlier  of  those  two  years,  but  I  shall  be  able  to 
tell  you  by  looking  it  up. 

480.  In  the  case  of  the  gold  standard  resei-ve,  that 
was  a  fund  estabhshed  for  the  purpose  of  supporting 
exchange,  and  of  preventing  exchange  falling  below  a 
certain  figure? — ^Tes. 

481.  That  came  into  use  in  1907-8  ?— Tes. 

482.  And  a  very  large  amount  of  rupees  were 
collected  in  India  in  consequence  of  the  sales  of  bills 
in  India  on  London,  the  rate  at  which  that  was  done 
being  Is.  3f|d.  ?— Tes. 

483.  That  is  the  outward  gold  point,  I  understand, 
or  what  is  supposed  to  be  it  ? — Tes. 

484.  If  that  fund  is  used  in  that  particular  way  to 
prevent  exchange  from  falling,  should  it  be  used  in  the 
opposite  way  at  anything  below  the  gold  import 
poiat  ? — I  have  heard  that  argument,  and  I  must  say 
that  to  me  it  is  extremely  unconvincing,  if  you  do  not 
mind  my  saying  so.  Tou  use  this  gold  standard 
resei-ve  in  order  to  prevent  the  rate  of  exchange  from 
falling  below  what  you  call  the  outward  gold  point,  or 
the  gold  exporting  point ;  and  it  serves  its  purpose. 
Tou  find  that  fund  is  for  the  time  being  useless  for 
further  application  because  it  is  not  in  rupees.  Then 
the  important  thing  is  to  get  it  home  again,  or  at  any 
rate  to  get  it  again  in  the  sterUng  form  in  order  that 
it  may  serve  the  same  purpose  a  second  time  if  the 
occasion  arises.  If  you  could  do  so,  keeping  the 
exchange  within  the  gold  pointsj  if  I  may  use  a 
technical  expression,  you  have  obviously  done  a  very 
great  service  in  removing  the  risk  of  a  future  fall  in 
exchange.  If  you  are  yourself  to  be  prevented  from 
doing  that  by  some  scruple  against  selling  your  bills 
at  Is.  3  •  999cJ.  when  you  think  you  ought  to  sell  thein 
at  Is.  4 '00 Id.  then  you  are  sacrificing  the  weightier 
matters  that  you  ought  to  look  after  to  a  consideration 
that  is  of  very  little  weight,  if  indeed  of  any  weight. 

485.  Are  you  not  breaking  through  your  own 
aiTangement  about  the  gold  standard?  Tou  fix  the 
standard  with  the  exchange  at  Is.  4d. ;  if  you  use 
this  special  fund  to  import  money  below  your  gold 
standard  is  that  not  going  against  your  gold  standard 
policy  ? — I  think  I  might  answer  that  both  practically 
and  scientifically.  Practically,  I  would  say  that  if  you 
had  to  manage  the  Indian  exchange  system,  and 
currency  system,  I  am  quite  certain  that  you  would  do 
exactly  as  we  did,  and  I  think  if  you  ask  yourself. 
Sir  James,  you  wUl  say  that  that  is  so  too. 
Scientifically,  I  would  say  that  when  you  have  a  par 
of  exchange  between  two  countries  with  an  upper  gold 
point  and  a  lower  gold  point,  the  natural  thing  is  to 
carry  on  your  ordinary  transactions  in  your  ordinary 
way  so  long  as  your  exchange  is  between  that  upper 
gold  point  and  that  lower  gold  point,  and  to  stop  your 
transactions  when  the  rate  falls  somewhere  between 
the  par  of  exchange  and  the  lower  gold  point  has  no 
justification.  I  am  cei"tain  it  has  no  practical 
justification,  and  I  do  not  believe  that  anyone  has  ever 
put  forward  any  theoretical  justification  for  it. 

486.  At  any  rate,  I  understand  that  in  managing 
the  sale  of  these  council  bills  the  rate  of  exchange  is 
not  specially  considered  as  regai-ds  whether  the  sales 
should  be  made  at  or  over  the  Is.  4d.  point  ? — What 
I  think  I  said  in  answer  to  Sir  Ernest  Cable  is  that  one 
would  ordinarily  sell  at  or  above  Is.  4d.,  but  the  Secre- 
tary of  State  has  that  latitude  that  at  times  he  sells 
between  Is.  4d.  and  Is.  3|f  d. 
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48".  And  that  is  a  latitude  which  he  exercises  not 
only  in  the  case  of  Treasury  drawings,  but  also  in 
the  case  of  drawings  against  the  paper  currency 
reseiTe  and  the  gold  standard  reserve  ? — As  regards 
the  paper  currency  reserve,  I  do  not  think  he  would,  for 
this  reason,  that,  as  I  said  to  you,  it  is  only  when 
there  is  a  great  pressure  for  exchange  on  India  that  he 
sells  against  the  paper  currency  reserve,  and  then 
ex  hypothesi  the  rate  would  be  higher  than  1«.  4d. 

488.  In  paragraph  28  of  Appendix  I.  you  quote  from 
paragraph  70  of  the  Report  of  the  Indian  Currency 
Committee  of  1898-9,  but,  I  think,  condensing  the  para- 
graph which  you  quote.  Tou  say,  " '  It  is  eminently 
"  '  desirable  that  in  order  to  assist  towards  the  speedy 
"  •  establishment  of  an  effective  gold  standard  in  India 
"  '  the  Government  of  India  should  restrict  the  growth 
"  '  of  their  gold  obligation.'  "  I  rather  think  that 
the  paragraph  quoted  contains  a  good  deal  more  in 
it  ? — I  assumed  you  would  have  it  before  you  when 
you  read  this;  but  I  have  not  left  out,  I  hope,  any- 
thing that  is  material  to  what  I  was  putting.  I  have 
the  report  here. 

489.  I  was  going  to  say  that  it  includes  the  idea 
that  capital  should  be  encouraged  to  flow  freely  into 
India  for  the  further  development  of  her  great 
natural  resources ;  whereas  in  this  paragraph  of  your 
memorandum  I  understand  you  to  recommend  and 
to  support  the  idea  that  the  Secretary  of  State  should 
encourage  the  flow  of  gold  from  India  ? — I  do  not 
think  that  that  is  a  natural  construction  of  anything 
that  I  have  said. 

490.  Tou  refer  in  pai'agraph  28  "  to  the  genei-al 
"  advantage  of  restricting,  as  far  as  may  be,  the  growth 
"  of  a  country's  external  debt  and  to  the  practical  diffi- 
"  culties  attending  the  issue  of  lai-ge  annual  loans  in 
"  London  on  behalf  of  the  Govei-nment  of  India,"  and 
you  say,  "  the  Seci-etary  of  State  endeavom-s  to  obtain 
"  fi'om  funds  provided  in  India  as  large  a  proportion 
"  as  practicable  of  the  money  required  for  each  year 
"  for  expenditure  in  England  on  account  of  India." 
If  you  increase  the  amount  of  council  bills,  do  you  not 
encourage  the  flow  of  gold  from  India  ?  Tou  may 
not  actually  make  the  gold  flow  from  India,  but  you 
prevent  gold  from  coming  in  ? — Tes. 

491.  Tou  increase  the  gold  obligations,  do  you  not  ? 
— I  do  not  think  that  we  are  in  the  same  region  of  the 
subject.  Tou  are  speaking  about  gold  actually  going  to 
or  from  India,  and  on  all  that  you  say  there  I  think  I 
agree  up  to  a  point.  But  in  this  paragraph  the  Fowler 
Committee  were  discussing  the  importance  of  not  in- 
creasing India's  external  debt,  and  the  annua,l  interest 
that  she  had  to  pay  on  her  external  debt ;  and  when  I 
was  preparing  this  memorandum  it  occurred  to  me  that 
some  very  important  things  might  be  conveniently 
linked  on  to  that  remark  of  the  Fowler  Committee. 
Where  you  are  speaking  of  gold  obligations  with 
reference  to  the  Fowler  Committee,  that  is  a  question 
of  loans ;  this  particula,r  part  has  nothing  to  do  with 
the  gold  cun-ency. 

492.  The  idea  of  that  paragraph,  as  I  read  it,  was 
that  the  Fowler  Committee  recommended  a  gold 
stajidard,  and  the  gold  standard  was  to  be  associated 
with  stability  of  exchange,  and  so  on,  and  capital 
should  be  encouraged  to  flow  freely  into  India.  That 
is,  as  I  take  it,  the  meaning  of  the  paragraph;  and 
when  they  said  that  they  suggested  the  growth  of 
gold  obligations  shoidd  be  restricted,  I  understand  they 
meant  that  loans  out  of  India  should  not  be  encoui'aged 
more  than  necessary  ? — Quite  so. 

493.  But  in  paragraph  28  of  Appendix  I.  yoii 
point  out  that  the  Secretary  of  State  endeavours 
to  obtain  money  from  funds  provided  in  India  for 
the  expenditure  in  England,  and  if  you  take  the  case 
of  the  last  two  or  three  years  you  wiU  find  that  the 
amount  of  money  which  the  taxpayers  in  India  have 
had  to  pay  for  export  to  London  has  been  very  great 
indeed— much  larger  than  in  previous  years  ? — ^Let  me 
see  that  we  are  quite  on  the  same  gi-ound.  I  weU  tell 
you,  if  I  may,  the  connection  between  these  two  things. 
The  Fowler  Committee  said,  keep  your  sterling  loans 
as  low  as  possible.  That  was  a  wise  thing  to  say,  and 
the  reasons  given  were  good  reasons  in  those  days. 
I.  put  in  my  memorandum  that  the  advice  is  still  good 


advice,  but  I  point  out,  and  I  am  sui-e  most  people 
would  agree,  that  the  reasons  why  it  is  good  are 
i-ather  different  from  what  they  used  to  be.  Then  I 
say,  if  you  are  to  carry  out  this  good  advice,  which 
remains  good,  though  for  changed  reasons,  provide  as 
much  as  possible  of  the  money  you  are  going  to  spend 
from  resources  raised  in  India.  Sui-ely  that  is  a 
faithful  following  of  the  precepts  of  the  Fowler 
Committee. 

494.  Take  it  this  way.  During  1910-1  and  1911-2 
I  understand  the  amount  of  council  bills  remitted  from 
India  to  England  was  roughly  24  millions  sterling — we 
will  say  8  mUlions  in  excess  of  the  ordinary  amount  ? — 
Tou  have  the  figures  exactly. 

495.  That  is  to  say,  the  taxpayers  in  India  were 
paying  8  millions  sterhng  in  excess  of  what  they  usually 
have  to  pay  ;  that  represents,  if  you  capitalise  it, 
borrowing  to  the  extent  of  about  200  millions  sterling  ? — 
Really,  I  cannot  follow  you  there,  partly  because  the 
taxpayers  are  not  paying  a  penny  mox-e.  The  scheme 
of  taxation,  you  may  take  it  from  me,  is  not  made 
with  reference  to  the  sale  of  council  bills,  or  any- 
thing of  that  sort;  it  is  made  with  reference  to  the 
desirability  of  having  a  moderate  surplus  of  revenue 
over  expenditure.  That  scheme  of  taxation  has  a 
result  at  certain  times  of  giving  the  Government  of 
India  extremely  large  sums  of  money.  That  is  perfectly 
simple  and  familiar,  is  it  not  ?  Then  the  time  comes 
when  we  have  to  consider :  We  want  to  spend  so  many 
millions  on  railway  materials  in  London ;  shall  we  get  the 
money  by  bringing  over  our  surplus  money  from  India, 
in  which  case  we  shall  not  pay  any  interest,  and  we 
shall  not  be  increasing  oui-  gold  obligations,  and  we 
shall  be  obeying  the  Fowler  Committee^;  or  shall  we 
take  the  alternative  course,  which  I  hope  you  do  not 
recommend,  of  issuing  a  large  loan  in  England  while 
allowing  oui-  mpees,  which  we  could  use,  to  lie  idle 
in  India  ?  I  have  explained  that  the  Secretary  of  State 
always,  and  rightly,  prefers,  when  he  can,  to  avoid 
issuing  the  big  loan  in  England,  and,  in  preference,  to 
get  money  by  remittances  from  India — of  coui'se,  when 
he  can  do  so,  I  mean,  without  sacrificing  any  Indian 
interest. 

496.  (Chairman.)  In  other  words,  I  understand  that 
what  the  Secretaiy  of  State  does  is  ix>  pay  for  these 
railways  out  of  revenue  whenever  he  can  instead  of 
increasing  his  capital  account  ? — Out  of  the  surpluses 
which  are  the  result  of  revenue  transactions. 

497.  (Sir  James  Beghie.)  These  surplus  revenues 
have  been  veiy  large  lately  ? — Tes,  they  have. 

498.  (Sii-  Robert  Chalmers.)  But  it  has  at  times 
been  the  other  way  ? — ^Tes,  it  has. 

499.  (Sir  Shapurji  Broacha.)  Is  it  not  inconsistent 
to  say  that  the  Government  will  lend  at  the  bank  i-ate 
and  yet  that  the  Government  will  not  lend  because  the 
money  would  not  be  forthcoming  when  wanted  ?  I  do 
not  talk  of  22  miUions  because  I  know  that  it  is 
difBcult  to  lend  22  millions  in  India.  Still,  it  is  not 
difilcult  to  lend  4  millions  or  5  millions  or  6  millions  ? 
—When  you  say  it  is  inconsistent,  what  exactly  do  voii 
mean  ? 

500.  Ton  do  not  assign  any  limit  to  the  Government 
lending  at  the  bank  rate,  do  you.?— At  what  stage  do 
you  mean  that  we  do  not  assign  a  limit  P  I  am  not 
sure  that  I  see  exactly  at  what  point  we  are  incon- 
sistent. 

501.  Tou  pay  brokerage  for  lending  money,  and  the 
becretary  of  State  deals  through  a  broker,  and  is  not 
a  guarantor  for  the  boiTowers  of  the  money.  Do  you 
think  a  bank  which  takes  the  responsibUity  of  guaran- 
teeing the  loans  would  do  without  some  brokerage  or 
commission ."  Is  that  not  inconsistent  ?— If  I  iSider 
stand  you,  you  think  that  if  we  lend  to  the  Presidency 
banks  we  ought  to  lend  at  less  than  the  bank  rate  P 

502.  Tes,  as  some  commission  for  guaranteeing  the 
loans  for  the  pubUc,  because  the  Presidency  banks  deal 
with  the  public?— I  see  great  force  in  that,  if  you  wiU 
allow  me  to  say  so.  That  is  about  as  far  as  I  need  go 
at  the  moment.  ° 

503  I  think  that  despatch  of  1874  on  pp.  30-31  of 
Appendix  n  is  ancient  history  so  far  as  the  monetary 
conditions  of  India  are  concerned.  The  deposits  8in(4 
then  have  increased  800  to  1,000  per  cent,  -since  189'> 
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the  oivoulation-'  has  quadrupled,  and  suioe  1909  the 
circulation  has  doubled.  Is  there  not,  therefore,  cer- 
tainly some  distinction  which  the  Secretary  of  State 
ought  to  consider  between  the  India  of  1874  and  the 
India  of  1913  ? — No  one  would  hold  that  more  strongly 
than  I  do.  I  was  merely  going  to  mention  to  you  that 
in  all  these  matters  we  are  to  some  extent  tied  to  the 
history.  If  you  come  to  the  history  of  why  we  do 
this,  that,  and  the  other,  the  history  leads  back  ulti- 
mately to  a  very  remote  and  useless  period. 

504.  I  am  talking  only  of  Indian  balances ;  I  am 
not  talking  of  London  balances.  We  know  that  the 
revenue  does  not  come  in  freely  until  after  December, 
and  we  know  that  between  June  and  December  money 
is  going  begging  at  2  per  cent.    For  the  last  three  years 

1  have  been  borrowing  for  six  months  money  at  If  and 

2  per  cent,  on  Government  paper  in  India  between  those 
months,  and  it  is  only  when  the  money  commences  to 
go  into  the  treasuries  in  payment  of  revenue  and  the 
money  market  is  depleted  that  the  price  goes  up.  If 
you  will  kindly  look  at  the  figures  in  Appendix  II., 
page  76,  you  will  see  that  on  March  31  you  had 
balances  in  the  treasuries  in  India  amounting  to 
19:^  millions,  out  of  which  you  have  put  3f  millions  with 
the  Presidency  banks ;  that  leaves  in  the  hands  of  the 
Government  something  like  23  crores  of  rupees  ? — Tes. 

505.  Or  13  crores  more  than  the  minimum  balance 
which  Sir  James  Westland  and  others  have  required  ? 
— Yes,  but  do  not  quote  him  as  the  standard.  Tour 
case,  if  I  may  say  so,  is  a  strong  one  from  your  point 
of  view,  but  I  do  not  think  you  strengthen  it  by  com- 
paring it  with  Sir  James  Westland's  standard,  which  is 
rather  obsolete. 

506.  If  of  those  23  croi-es  3  crores  had  been  lent  to 
the  Presidency  banks,  money  would  have  gone  down  to 
2  per  cent.,  and  yet  India  and  Indian  trade  has  been 
sufBering  very  much  now  through  want  of  money, 
because  the  money  has  gone  into  the  vaults  of  the 
Treasiiry  ? — Perhaps  I  might  say  this,  which  would  help 
possibly  :  The  Secretary  of  State  has  been  approached 
by  various  coiTespondents  who  point  out  to  him ■ 

507.  Do  you  think  that  with  all  these  advances  in 
the  Indian  money  market  India  is  still  to  be  considered 
to  be  in  as  beggarly  a  condition  as  in  1874,  and 
therefore  is  not  to  be  trusted  with  a  little  more 
money  ?  Is  all  the  wisdom  on  this  side  here  ? — It  is 
not  a  question  of  trusting.  The  whole  question  is  one, 
or  very  largely  one,  whether  it  would  do  a  money 
market  good  or  harm  or  more  good  or  more  harm  to 
get  money  from  a  somewhat  uncertain  source. 

508.  There  are  now  14  millions  in  the  Bank  of 
England  belonging  to  the  Government ;  suppose  that 
they  were  withdrawn,  what  would  the  other  bankers 
say  ? — Are  there  ?  Is  it  the  Government  debt,  or 
what? 

509.  It  is  just  the  same  as  if  it  were  in  the 
Presidency  banks — nothing  more  or  less.  Do  you  know 
that  the  Indian  Presidency  banks  are  regulated  by  the 
same  rules  now  as  the  Bank  of  England  in  the  matter 
of  lending,  and  that  it  must  be  wholly  on  authorised 
securities,  trust  securities  ? — I  think  they  are  more 
tied  up  than  the  Bank  of  England — much  more. 

510.  Will  you  show  me  any  other  Government  that 
takes  into  the  Treasury  all  the  balances  of  the  public 
and  allows  the  people  to  starve,  because  of  an  event 
which  happened  40  years  ago  ? — I  can  show  you  the 
American  Government ;  however,  I  do  not  say  that  it 
is  a  good  precedent. 

511.  Has  the  Secretary  of  State  considered  the 
advisability  of  lending  more  freely  to  India  now  that 
the  circumstances  have  changed  ? — As  I  explained,  it 
was  considered  in  1899  I  think,  or  1900;  but  since 
then  his  natural  advisers  in  the  matter,  the  Govern- 
ment of  India,  have  not  approached  him  on  the 
subject. 

512.  I  only  want  these  points  to  be  brought  before 
the  Commission  for  their  consideration.  In  the  matter 
of  council  bills  I  do  not  think  the  council  bills  impede 
the  flow  of  gold.  I  see  that  yovi  sold  last  year  council 
bills  to  the  extent  of  25  millions,  and  you  imported 
gold  equal  to  31  millions,  19  millions  being  in 
sovereio^ns,  and  about  12  millions  in  bars.  Surely  that 
does  not  mean  that  this  selling  of  council  bUls  above 
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the  allotted  amount  impeded  the  flow  of  gold  ?  I 
think  any  country  importing  31  millions  of  gold  would 
have  something  great  to  boast  about  ? — In  a  sense  you 
are  defending  the  India  Office  against  its  critics, 
but  I  think  you  are  defending  it  almost  too  whole- 
heartedly. 

513.  Do  you  know  that  the  import  is  not  always 
from  here  ?  Prom  Australia  we  can  bring  gold  and 
also  from  Egypt  cheaper  than  from  London.  I  think 
in  this  respect,  therefore,  that  the  Secretary  of  State 
was  right  in  selling  council  bills  for  his  require- 
ments ?— I  venture  to  agree  with  you  on  that,  point ; 
I  quite  agree  that  you  cannot  work  to  a  supposed  gold 
point  when  it  is  a  very  shifting  thing. 

514.  Taking  these  22  millions  that  you  have 
accumulated  here,  of  which  the  balance  now  remaining 
is  only  4  millions,  if  that  money  had  been  sent  to 
India  it  would  have  had  to  be  brought  back  to  pay  the 
anticipated  demands  of  the  Secretary  of  State  here  ?^ — 
I  have  argued  that  in  my  memorandum  (paragraph  50 
of  Appendix  I.,  &c.). 

515.  Since  you  are  against  lending  it  in  India,  I  do 
think  this  money  should  have  fertilised  in  the  shape  of 
interest  ? — Tou  may  have  noticed  in  my  memorandum 
and  the  supplementary  notes  that  1  have  dealt  with 
that  very  fully  (see  Appendix  I.). 

516.  The  advisers  of  the  Secretary  of  State  consulted 
the  City  money  market  in  1908,  if  I  remember  aright, 
as  to  how  much  they  could  borrow  in  England  for 
Indian  productive  works,  and  whether  they  could 
borrow  in  advance,  and  the  City  advised  that  whenever 
the  market  is  easy  they  should  borrow  for  one,  two,  or 
three  years  together  ? — We  consulted  the  City,  that  is 
to  say,  some  very  eminent  financiers,  about  railway 
borrowing  and  so  on,*  and  we  got  a  great  deal  of  advice 
very  largely  discordant,  and  much  of  it  I  can  assure 
you  has  been  belied  by  subsequent  events.  So  you 
cannot  base  anything  on  those  incidents. 

517.  Therefore,  I  think  that  after  keeping  enough 
for  the  legitimate  needs  of  Indian  trade,  any  stirplus 
that  then  remains  in  hand,  if  it  could  be  placed  out 
without  detriment,  in  England,  it  should  have  been 
done,  India  being  a  debtor  country  just  as  Japan  is 
and  Russia  is  ;  do  you  agree  to  that? — I  do  not  like 
to  lay  down  a  very  general  doctrine  about  any  matter 
of  this  sort.  I  hold  to  my  own  view  that  the  Secretary 
of  State  ought,  as  far  as  possible,  to  bring  home  from 
India  what  he  wants  to  spend  on  behalf  of  India  in 
this  country,  and  that  he  ought  to  do  it  sometimes  in 
advance,  because  otherwise  he  may  not  be  able  to  do  it 
at  all. 

518.  As  you  know,  ti-ade  is  provided  for  in  India  in 
two  ways — ^the  internal  trade  by  the  Presidency  banks, 
and  the  external  trade  by  the  exchange  banks ;  there- 
fore ought  not  the  exchange  banks  to  be  helped  in 
bringing  out  money  to  India,  as  the  Presidency  banks 
are  to  be  helped  for  carrying  on  the  internal  trade  ?— 
Tes. 

519.  I  think  the  conditions  obtaining  in  India  do 
not  obtain  here.  In  India  the  Government  have  to 
keep  a  large  balance  for  contingencies,  while  in  England 
the  Government  may  be  indebted  and  have  no  balance 
at  all,  but  that  is  because  they  have  a  larger  market 
to  depend  upon  ? — That  is  so. 

520.  {Sir  Robert  Chalmers.)  That  has  nothing  to  do 
with  the  surplus  balance  ? — No.  I  think  Su-  Shapurji 
was  speaking  there  really  with  reference  to  the  working 
balance. 

521.  Tou  want  a  larger  percentage  in  the  form  of 
a  balance  in  India  I  gather  ? — Tes. 

522.  That  balance  would  be  needed  ? — Tes. 

523.  {Sir  Shapurji  Broacha.)  Really  the  credit  of 
the  Government  of  India  has  not  declined  or  depre- 
ciated at  all,  but  I  think  English  capital  has  become 
bolder  within  the  last  eight  or  ten  years,  and  is  seeking 
for  a  larger  rate  of  interest  ? — The  causes  which  have 
led  to  the  fall  in  the  price  of  Indian  securities  which,  as 
Lord  Kilbracken  has  said,  is  a  better  phrase  than  the 
decline  of  Indian  credit,  are  veiy  varied. 

524.  When  you  borrowed  5  millions  at  95  for  the 
railways,  why  was  not  that  loan  offered  in  India  ?     It 

*  See  in  this  connection  Cil.  -till  (Report  of  the  Committee 
on  Indian  Railway  Finance  and  Administration). 
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would  have  gone  off  like  anything  at  par  ? — I  would 
rather  not  be  understood  to  accept  that. 

525.  Of  coxu'se  with  the  consent  of  the  Secretary 
of  State  the  Southern  Mahi-atta  or  some  other  railway 
company  offered  theu'  4  per  cent,  loan  at  99  for  a 
lixed  period,  not  for  a  period  that  the  G-overnment 
might  choose  to  observe  ? — This  loan  that  you  speak 
of  was  issued  at  99,  and  the  rate  of  interest  was  4  per 
cent.  Ton  suggest  that  it  might  have  been  floated 
with  much  greater  advantage  in  India.  I  can  only 
assure  you  that  the  Secretary  of  State  is  very  much 
alive  to  the  importance  of  doing  his  borrowing  in  India  ; 
he  is  continually  consulting  the  Government  of  India 
about  it,  and  he  must  be  to  a  great  extent,  as  he  is  in 
fact,  guided  by  their  advice. 

526.  In  this  case  I  think  he  was  badly  advised.  As 
you  know,  we  have  4  per  cents,  standing  at  102  or  103, 
our  Improvement  Bonds  for  instance  ? — I  have  had  the 
opportixnity  of  discussing  with  your  neighbour.  Sir 
JamtiS_  Begbie,  some  of  these  points  on  a  previous 
occasion  and  I  very  much  doubt  if  I  take  him  and 
you  as  two  eminent  Bombay  financiers,  whether  he  and 
you  would  come  to  the  same  practical  conclusions  on 
these  points  that  you  are  now  discussing. 

527.  Have  you  well  considered  the  question  of  a 
State  bank ;  is  it  not  a  large  order  P — I  have  considered 
it  to  some  extent,  and  I  hope,  as  1  said,  to  write  a  note 
about  it  later  on.* 

628.  The  Bank  of  England  does  the  business 
efficiently  of  the  British  Isles ;  suppose  the  Bank  of 
England  had  to  do  the  business  of  the  Bank  of 
France  for  the  French  people,  and  the  Bank  of  Ger- 
many for  the  German  people,  and  to  do  the  same 
sprvioe  to  Italy  that  the  Bank  of  Italy  does,  and  so  on, 
taking  the  whole  of  Europe  right  up  to  Moscow ;  do 
you  think  that  one  State  bank  could  be  established  to 
manage  such  a  large  extent  of  business  ?  As  you 
know,  the  population  of  India  is  just  eqtial  to  the 
population  of  the  whole  of  Europe,  except  pei-haps 
half  of  Russia,  and  as  you  also  know,  there  is  less 
difference  between  English  people  and  Italians  than 
there  is  between  the  people  of  the  north  of  India  and 
the  people  of  the  south  of  India.  Do  you  think  that 
that  large  order  could  be  established  brand  new  without 
an  evolutionary  period  ? — I  have  always  recognised 
that  one  of  the  great  difficulties  in  tlie  way  of  a  State 
bank  is,  tiat  it  would  extend  over  so  large  an  area,  that 
is  to  say,  the  whole  of  India,  and  over  an  area  which 
has  hitherto  for  banking  purposes  been  divided  up  into 
three  distinct  territories.  Tou  will  see  when  you  read 
these  papers  of  1900  and  1901,  to  which  reference  has 
been  made  once  or  twice,  and  which  are  b^ing  printed 
for  you,t  that  the  whole  scheme  of  those  years  for  an 
amalgamated  and  central  bank  broke  down  in  conse- 
quence of  what  we  called  in  our  jargon  provincial  and 
local  jealousies.  I  quite  realise  that,  as  you  say,  the 
same  cause  may  wreck  any  future  scheme.  But  I  do 
not  think  one  need  begin  with  the  assumption  that  the 
mere  diversity  of  interest  and  the  mere  size  of  the  area 
will  necessarily  be  fatal  to  the  scheme.  That  is  all 
really  ^hat  at  this  stage  I  can  say  on  it. 

529.  Have  you  considered  the  location  of  such  a 
bank,  whether  it  should  be  at  Calcutta  or  Delhi,  say  ? 
— That  is  rather  a  matter  of  detail  which  is  beyond  my 
province.  If  I  say  Calcutta,  I  could  not  give  any  very 
full  reason  for  it,  but  Calcutta  is  what  would  occur  to 
me  as  a  possible  place. 

529a.  {Lord  Faber.)  All  the  State  banks  have  a 
larg«  number  of  branches  ?^ — Tes,  but  I  think  Sir 
Shapurji  is  thinking  of  the  head  office ;  at  least,  I 
imagine  that  is  his  point. 

530.  {Sir  James  Begbie.)  With  reference  to  the 
opportunity  of  pm'chasing  bills  and  telegraphic  transfers 
on  India  as  an  alternative  to  consigning  gold  for  the 
discharge  of  the  trade  balance  due  to  India,  that  is 
stated  to  be  a  great  convenience  to  trade ;  that  is  a 
phi-ase  which  occurs  pretty  frequently  throughout  these 
papers,  and  I  would  like  to  ask  you  what  you  under- 
stand by  the  trade.  Do  you  refer  to  any  section  or  do 
you  refer  to  the  trade  of  India  as  a  whole  ? — That  is  a 

*  Spn  Appendix  XIV.,  page  339. 
f  &e  Appendix  XV.,  piige  355. 


very  interesting  question,  because  one  never  knows 
exactly  how  far  influence  extends.  If  one  traces 
the  influence  from  its  source,  it  would  first  affect 
the  people  who  buy  oui-  council  biUs,  who  are  the 
exchange  banks,  and  perhaps  one  or  two  big  firms. 
No  doubt  it  is  weU  known  to  you  that  Messrs.  Ralh, 
who  are  very  large  merchants,  buy  our  council  bills. 
I  think  it  would  be  a  very  controversial  thing  to  say 
that  they  are  the  only  people  who  benefit  by  our  sales  of 
council  bills  to  them.  I  should  say  that  reaUy  all  the 
innumerable  people  with  whom  they  are  connected, 
either  directly  or  indirectly,  the  big  irnporters,  the  big 
exporters,  the  producers  who  are,  as  it  were,  low  down 
on  the  distant  horizon,  must  surely  all  benefit  if  a 
convenient  and  rapid  method  of  making  remittances  is 
used  instead  of  an  inconvenient  and  slow  and  cumbrous 
method.  I  think  that  is  the  real  answer  to  that 
question. 

531.  It  is  a  section  of  the  trade  which  gets  the 
advantage  of  the  sale  of  these  council  biUs,  is  it  not — the 
export  trade  ?— That  is  the  trade  which  first  benefits, 
and  certainly  it  is  the  export  trade,  including  the  big 
houses,  the  producers,  and  so  on,  which  probably  gets 
the. greatest  advantage. 

532.  The  internal  trade  only  comes  in  as  a  secondary 
matter  ? — I  quite  agree  with  you  there.  I  think  I  said 
in  answer  to  one  Commissioner  that  though  council 
bills  are  a  remedy  for  some  cases  of  stringency  which 
are  due  to  the  activity  of  the  export  trade,  there  may 
often  be  troubles  and  tightness  of  money  in  the  Indian 
money  market  due  to  other  things  for  which  the 
council  bills  afford  no  remedy.  I  think  on  that  we  are 
at  one. 

533.  {Chairmcm.)  How  are  the  approved 'borrowers 
chosen  ? — That  is  a  subject  which  is  rather  Mr.  Badock's 
speciality,  but  1  can  tell  you  in  general  terms.  At  the 
present  time  any  firm  wishing  to  get  on  to  our  list 
would,  in  the  first  place,  ordinarily  approach  the 
broker,  Mr.  Horace  Scott,  whom  probably  you  will  be 
examining.  He  would  report  the  application  to  the 
Accountant- General  of  the  India  Office.  Then  infor- 
mation would  be  gathered,  partly  by  the  broker  and 
partly  by  the  chairman  or  members  of  the  finance 
committee,  as  to  the  general  trustworthiness  of  the 
firm,  its  capital,  the  class  of  its  business,  and  so  on. 
Then  the  recommendation  would  be  made  to  the 
Secretary  of  State  and  the  council  that  such-and-such 
a  firm  be  admitted  ;  further,  it  might  be  specified  that 
the  limits  to  be  imposed  on  loans  to  •  be  gi-anted  to 
that  firm  should  be  so-and-so.  If  that  were  approved 
— and  there  is  no  doubt  it  would  be  if  it  were  supported 
by  the  finance  committee- — then  the  firm  would  be  oh 
om-  list  of  approved  boirowers.  Perhaps  I  ought  to 
say,  to  make  it  complete,  that  formerly  that  sort  of 
matter  was  much  more  in  the  hands  of  the  chairman 
of  the  finance  committee  as  an  individual,  but  now  the 
full  procedure  that  I  mentioned  is  gone  through. 

534.  {Sir  Shapurji  Broacha.)  Returning  to  the 
31  millions  that  I  spoke  about  to  you  just  now,  did 
not  the  whole  of  that,  except  4§  millions,  go  into 
circulation  or  into  the  hands  of  the  people  last  year  F 
— I  think  a  great  deal  of  it  was  gold  bullion,  which 
would  not  go  into  circulation.  It  would  be  merely 
used  as  bullion. 

535.  It  has  gone  into  the  hands  of  the  people  ? — 
A  small  amount  has  gone  into  Government  treasuries 
and  that, amount  is  given  in  the  various  statements. 

536.  {Chairman.)  It  has  gone  into  use  but  not  into 
circulation,  I  understand  P — The  bullion  has  gone  into 
use  or  disuse,  and  the  coin  has  either  gone  into  cir- 
culation or  hoards,  or  is  used  for  other  purposes. 

637.  May  I  come  back  for  one  moment — and  I  hope 
it  will  only  be  for  a  moment — to  the  question  of  the 
sale  of  council  bills  and  the  amount  'of  them  which  is 
sold  P  Shall  I  be  correct  in  saying  that  the  amount  of 
council  bills  that  is  saleable  depends  upon  the  trade 
demand  for  them  ? — Quite  so. 

538.  Should  I  be  correct  also  in  saying  that  the 
Secretary  of  State  sells  to  the  full  extent  of  the  trade 
demand  ? — Tes ;  subject  to  the  limits  of  price  which, 
as  it  were,  govern  and  regulate  the  demand,  I  think 
that  would  be  quite  ^n-ect. 
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539.  I  thint|lie  does  so,  because  even  if  he  brings 
home  money  in  excess  of  his  immediate  obligations  it  is 
money  which  in  his  opinion  is  not  needed  in  India  and 
which  can  be  usefully  employed  for  India  in  London  ? 
— Tes.  The,  only  criticism  I  would  make  on  that  is 
that  he  does  not  form  the  opinion  whether  it  is  needed 
in  India ;  he  is  gviided  in  that  naturally  by  his  advisers, 
the  Government  of  India. 


540.  It  is  money  which,  in  the  opinion  of  the 
Indian  Government,  is  not  required  there,  and  which, 
in  the  opinion  of  the  Secretary  of  State,  can  be  usefully 
employed  for  India's  interest  here  ? — Tes. 

541.  Meaning  by  that,  not  her  trade  interest,  but 
the  interest  of  India  as  a  whole  as  represented  by  the 
Government  ? — Tes. 


The  witness  withdrew. 


At  the  India  Office,  Whitehall,  S.W. 
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Mr.  John  Maynard  Keynes. 

Mr.  Basil  P.  Blackett  (Secretary). 


Mr.  Lionel  Abrahams,  C.B.,  recalled  and  fui-ther  examined. 


542.  (Chairman.)  I  propose  to-day  to  turn  to  the 
question  of  the  gold  standard  reserve.  In  the  course 
of  our  reference  we  are  directed  to  inquire  into  the 
steps  taken  with  regard  to  the  location,  disposition,  and 
employment  of  the  gold  standard  and  paper  currency 
reserves,  and  whether  the  existing  practice  in  these 
matters  is  conducive  to  the  interests  of  India.  Tou 
have  handed  in  a  memorandum  entitled  "  The  Gold 
Standard  Reserve "  with  a  supplementary  note,  and 
some  con-espondence  and  statements  in  illustration  of 
what  you  have  written  ? — Tes. 

548.  We  may  take  those,  I  think,  as  part  of  your 
evidence  to  be  printed  with  our  proceedings  ? — Tes. 
(See  Appendices  III.,  IV.,  and  V.) 

544.  I  think  I  am  right  in  saying  that  when  the 
reserve  was  being  set  up  in  1900  the  view  of  the 
Government  of  India  was  that  the  reserve  to  be  esta- 
blished should  consist  entirely  of  gold  ? — Tes. 

545.  And  that  that  gold  should  be  held  in  India  P 
-Tes. 

546.  But  the  Secretary  of  State  decided  that  it 
should  be  held  in  London  P— Tes,  that  is  so. 

547.  He  further  decided  that  it  should  consist  in 
part,  though  not  entirely,  of  sterling  securities  P— I 
think  that  at  the  time  to  which  you  refer  the  Secretary 
of  State  decided  that  it  should  be  held  in  sterling 
seciirities  wholly.     That  was  the  decision  of  1900. 

548.  Could  you  give  me  in  outline  the  reasons  for 
the  Secretary  of  State  differing  from  the  recommenda- 
tion of  the  Indian  Government  ?— In  the  correspon- 
dence (see  Appendix  V.)  the  decision  is  given  somewhat 
briefly,  but  I  think  that  if  you  read  it,  and  especially 
do  so  in  the  light  of  subsequent  events,  you  can  see 
why  the  Secretary  of  State  differed  from  the  Govern- 
ment of  India's  view,  and  why  he  was  right  m 
reiecting  that  particular  scheme  which  was  put  before 
him  Tou  will  notice  on  page  109  that  in  1900  a  long 
despatch  dated  6th  September,  No.  302,  came  home 
from  the  Government  of  India  with  two  long  notes  by 
Sir  Edward  Law  and  one  by  Lord  Gurzon.  Genei-ally 
speaking,  omitting  certain  matters  which  are  not  really 
material  to  your  present  question,  tl^e  propfal  regai;d- 
ino-  the  gold  standard  reserve  was  that  it  should  be 
held,  in  gold,  a^d  that  from  time  to  time,  the  gold 
from  the  gold  standard  reserve  shpuld  be  pas^?d  into 
another  reserve,  the  paper  cun-ency  reserve  and  given 
to  the  public  in  exchange  for  rupees  whenever  the 


public  desired  it.  It  is  clear,  and  I  think  most  people 
would  admit  it,  that  if  that  course  had  been  followed 
the  results  might  have  been  very  serious — that  is  to 
say,  the  gold  would  presumably  have  been  dissipated 
in  good  times  ;  instead  of  being  held  as  a  reserve  for 
bad  times  to  meet  a  period  of  unfavourable  trade,  the 
gold  would  have  been  passed  into  the  general  circula- 
tion and  would  have  been  of  little  or  no  use  when  a 
crisis  came  requiring  the  use  of  a  very  large  central 
stock  of  gold  at  very  short  notice.  I  imagine  that  the 
perception  that  this  scheme  would  have  frustrated  the 
object  for  which  the  reserve  was  established,  must  have 
been  the  reason  why  the  Secretary  of  State  rejected 
the  scheme.  Of  course,  what  I  say  does  not  refer  to 
subsequent  and  different  schemes  for  holding  the 
reserve  in  gold  in  India;  it  refers  to  the  particular 
scheme  that  was  then  before  the  Secretary  of  State. 

549.  The  Powler  Committee*  reported  in  para- 
graph 59  in  the  following  words  : — "  We  regard  it  as 
"  the  principal  use  of  a  gold  reserve  that  it  should  be 
"  freely  available  for  foreign  remittances  whenever 
"  the  exchange  falls  below  specie  point ; "  do  you 
accept  that  view  ? — No,  not  entirely  I  think  that 
that  is  the  most  valuable  use  of  a  gold  reserve,  but  the 
practice  which  has  been  followed  has  been  to  use  gold 
for  another  purpose,  namely,  to  feed  the  internal 
circulation.  I  think  that  the  Fowler  Committee 
themselves  meant  that  gold  held  by  the  Government 
of  India  should  be  used  for  two  distinct,  and  you  may 
say,  conflicting  purposes — partly  to  be  dissipated,  if  I 
may  use  that  word,  in  good  times  so  as  to  provide  the 
population  of  India  with  a  gold  currency ;  and  partly 
to  be  hoarded  up  in  a  central  reserve  for  bad  times  so 
as  to  be  available  for  meeting  a  fall  in  exchange. 

550.  (Sir  Robert  Chalmers.)  Do  you  think  that 
those  considerations  in  that  form  were  before  the 
Fowler  Committee  ?  Did  they  look  quite  as  far  ahead 
as  that  P — I  am  not  siu-e  whether  they  put  the  two 
facts  together  and  saw  their  mutual  relation. 

551.  Their  primary  pui-pose  was  to  provide  for 
maintaining  the  exchange  P — By  means  of  a  central 
reserve  of  gold. 

552.  That  is  a  question  ? — That  was  a  purpose  they 
had  in  mind ;  and  they  also  had,  I  think,  a  different 
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purpose — of   establishing   somehow   or   other    a    gold 
currency  in  India. 

553.  Do  yon  think  they  went  so  far  as  that  at  that 
time  ? — I  do  think  so,  because  there  are  various 
passages  in  their  repoi-t — not  the  passage  which  the 
Chairman  read — which  say  that  India  ought  to  have 
the  normal  accompaniment  of  a  gold  standard,  namely, 
a  gnld  cuiTency. 

554.  (Chairman.)  Will  you  direct  my  attention  to 
any  pai-agraph  in  that  repoi-t  which  indicates  that  the 
gold  reserve  should  be  used,  in  your  words — and  I 
think  I  am  quoting  your  words — to  feed  the  internal 
gold  circulation  of  India  in  times  of  good  trade  ? — I  do 
not  think  that  they  used  the  words  that  the  gold 
reserve  should  be  so  used,  but  I  think  I  should  be  able  to 
find  you  passages  in  which  they  said  that  a  gold 
cui-rency  was  desirable. 

555.  I  am  quite  certain  that  you  would  find  that, 
and  to  that  point  we  will  come  later  ;  but  do  you  think 
that  that  is  synonymous  with  saying  that  the  gold 
reserve  is  to  be  used  for  the  purposes  of  supplying  the 
gold  currency  ? — I  do  not  think  it  is  synonymous  with 
saying  that,  and  perhaps  I  am  putting  a  gloss  on  what 
they  said  in  the  light  of  the  knowledge  we  have  since 
acquired,  which  knowledge  shows  that  the  way  in  which 
the  internal  circulation  of  gold  can  be  kept  up  is  by 
passing  gold  out  of  various  reserves  held  by  the 
Government.  That  is  how  it  has  habitually  been  done. 
I  think  that  there  was,  if  it  is  not  too  pedantic  a  phrase 
to  use,  a  certain  latent  contradiction  in  the  minds  of 
perhaps  some  members  of  the  Fowler  Committee.  I  do 
not  think  that  they  perceived  entirely  how  the  two 
objects  of  keeping  a  central  resei-ve  for  one  purpose 
and  encoui-aging  the  active  circulation  of  gold  for 
another  purpose  were  to  some  extent  in  conflict. 

556.  In  the  course  of  their  recommendations  they 
said,  "  We  are  in  favour  of  making  the  British  sovereign 
"  a  legal  tender  and  a  current  coin  in  India.  We  also 
"  consider  that,  at  the  same  time,  the  Indian  mints 
"  should  be  thrown  open  to  the  unrestricted  coinage  of 
"  gold  on  terms  and  conditions  such  as  govern  the 
"  three  Australian  branches  of  the  Royal  Mint."*  Has 
either  of  these  things  been  done  ? — Tes.  Gold  was 
made  a  legal  standard  at  the  rate  of  one  sovereign  for 
15  rupees  in  1899,  almost  immediately  after  the  presen- 
tation of  the  report  of  the  Fowler  Committee.  As 
regards  the  opening  of  the  Mint  you  have,  no  doubt,  the 
Parliamentary  Paperf  containing  the  con-espondence 
and  a  note  J  that  I  have  submitted  mainly  for  the  object 
of  piloting  the  Commission  through  that  rather  long 
correspondence . 

557.  Was  it  not  to  those  means  that  the  Fowler 
Committee  looked  for  the  supply  of  gold  for  currency 
purposes  in  India  ? — 1  do  not  know  whether  they  failed 
to  perceive — they  may  have  done — that,  under  the 
regulations  that  were  in  force  at  the  time  that  they 
reported,  the  gold  would  come  into  Government 
treasuries  or  Government  reserves,  and  would  then 
naturally  go  out  into  the  general  circulation.  I  think 
it  is  better  to  assume  that  they  did  perceive  that 
that  draining  out  of  gold  into  the  internal  circulation 
was  an  inevitable  consequence  of  the  arrangements 
that  were  in  force  when  they  wrote  their  report.  It 
is  extremely  difficult,  as  you  will  understand,  to  dis- 
entangle what  they  thought  as  to  how  the  scheme  that 
they  put  forward  would  be  actually  worked  out,  and 
how  far  they  foresaw  the  way  in  which  events  actually 
did  tend  in  subsequent  years. 

558.  In  your  opinion,  then,  is  it  a  necessary  conse- 
quence of  the  policy  recommended  by  that  Committee 
that/  the  gold  standard  reserve  should  be  available 
for  both  purposes — both  for  foreign  remittances  and 
for  the  feeding  of  the  home  circulation  ? — No,  I  do 
not  say  that.  The  second  passage  which  you  read 
referred,  I  think,  not  specifically  to  the  Gold  Standard 
Reserve,  but  to  gold  reserves  generally.  I  should 
imagine  what  the  Fowler  Committee  had  in  their 
mind  was  that  the  Gold  Standard  Reserve  should 
be  the  one  which  was  to  be  hoarded  up  by  the  Govern- 
ment as  a  Central  Reserve  for  times  of  difficulty, 
but  that  other  gold  reserves  should  be  used  as  the 
~  *  C.  9390,  paragraph  54. 
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paper  currency  resei-ve  has  actually  been  used  for  the 
other  purposes  mentioned. 

559.  To  hold  part  of  the  Reserve  in  securities  was, 
I  take  it,  a  departure  from  the  strict  recommendation 
of  the  Fowler  Committee*  ?— I  should  not  accept  that 
view,    if   I   may  venture   to   differ.     The   matter  has 
given  rise  to  so  much  controversy  that  I  should  like 
to  put  foiTvard  my  own  view  somewhat  in  detail.    Jf 
you  read  not  only  the  Report  of   the   Fowler  Com- 
mittee but  the  many  other  papers  that  are  before  yo\i 
regai-ding  the  Gold  Standard  Reserve,  you  will  see  that 
continually  gold  is  used  in  two  quite  difEerent  senses 
— it  is  unfortunate  that  it  should  be  used  ambiguously, 
but  there  is  no  doubt  that  it  is  so  used.     One  meaning, 
of  course,  is  metaUio  gold ;  the  other  is  sterling  assets 
— including  securities.     Before  I  go  on  to  say  what  I 
think  the  Fowler  Committee  meant,  I  would  like  to 
draw  attention  to  one  or  two  passages  where  gold  is 
obviously  used  in  the  wider  sense.     In  paragraph  70  of 
the  Fowler  Report*  they  say  that  the  Government  of 
India  should  "restrict  the  growth  of  their  gold  obliga- 
tions " ;    it   is   quite   clear   that   they   did   not   mean 
obligations    which    were    payable    in    metallic    gold. 
What    they   meant  was   obligations   incurred    in   the 
way  you  are  familiar  with,  by  issuing  stock  and  taking ' 
cheques   in  payment   for   it,   the   interest   on   which 
is  paid  merely  by  dividend  warrants  in  the  paying  of 
which  not  a  single  sovereign  changes  hands.     That  is 
one  passage  I  would  refer  to  as  showing  the  wider  use 
of  the  term  gold,  as  meaning  sterling  assets  including 
securities.     Then  I  notice,  as  illustrating  the  general 
usage  in  this  matter,  a  letter  from  the  Government 
of  India  which  is  printed  in  the  correspondence  I  have 
handed    in   (No.    89,    1st  April    1909,    Appendix    Y., 
page  168).     In  paragraph  4  the  Government  of  India 
submit  a  calculation  of  the  sterling  assets  that  they  lost 
during  the    exchange   crisis   of   1907-8.      The    letter 
says :  "  Dui-ing  the  period  from  November  1907,  when 
"  exchange  first  fell  substantially  below  Is.  4d.,  until 
"  the  end  of  January  last  we  lost  15  millions  of  our 
"  gold,"  and  then  they  give  it  under  three  heads — 
Gold  Standard  Reserve,  Currency  Gold  in  England, 
and  Government  Gold  held  in  India.     The  two  latter 
items    call   for   no   comment,   as   they  were   actually 
metallic   gold.     In   regard   to   the    first   item.    Gold 
Standard  Reserve,  the  loss   of   gold  there  was  really 
through  the  selling  of  certain  securities  and  the  using 
of  the  proceeds  in  order  to  pay  certain  bills.     I  know 
that  in  the  whole  of  these  transactions,  which  involved 
the  payment,  the  Government  of  India  say,  of  i-ather 
less  than  7  millions  but  really  of  more  than  8  millions, 
not  a  single  sovereign  changed  hands.     It  was  entirely 
what  I  should  call   a  sterling  transaction,  but  not  a 
gold  transaction.    I  draw  your  attention  to  that  merely 
to  illustrate  that  according  to  general  usage  gold  has 
a   double    meaning — first   metallic   gold,   and    second 
sterling  assets,  including  secm-ities,  cheques  and  so  on. 
That  is  the  only  i-eason  why  I  mention  this  point,  but 
it   is   an  important   one.      If   you   accept   these   two 
meanings  of  gold,  then  the  question  is,  did  the  Fowler 
Committee  intend  the  narrower  meaning  of  metallic 
gold   to   be   put    on    their    statement .'      One    would 
naturally  tui-n  either  to  any  record  of  their  meaning  or 
to  anything  that  could  be  gathered  from  the  opinions 
expressed  by  members  of  the  Committee  subsequently 
As  regards  any  record  of  their  meaning  I  think  you 
will  find   that  there  is  nothing  on  the  subject  in  their 
Report  or  in  their    evidence,  because  the  Committee 
was    considering    quite   different    questions— whether 
the  Mints  should  be  reopened  and  whether  the  rate  of 
exchange  should  be  Is.  3d.  or  Is.  U. ;  and  this  question 
of  the  formation  of   a   Gold    Standard   Reserve   was 
at  that  time  an  extremely  miimportant  one,  and  they 
gave  very  little  time  to  it.     My  recollection,  since  I 
had  some  little  share  in  drafting  the  Report,  is  that 
the  instructions  that  were   given   in   order  that  the 
Report  might  be  drafted  were  that  these  profits  of 
coinage  were  to  be  held  in  a  sterling  form  and  not  in 
a  rupee  form,  so  that  in  case  of  a  fall  in  exchange  they 
could  be  realised   in  sterling  and  used   in  London 
I  may  say  that   some  time  ago  I    asked  Sir  Robert 
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Chalmera,  whj)  was  the  Secretary  of  the  Committee 
and  whom  I  helped  in  that  matter,  and  his  recollection 
confirmed  mine.  That  I  think  is  all  that  can  he  said 
about  what  the  Committee  as  a  whole  did;  but  I 
should'  like  to  draw  your  attention  to  certain  things 
said  and  done  by  individual  members  of  the  Fowler 
Committee  since  the  Committee  itself  was  dissolved. 
In  1900  the  decision  was  taken  by  the  Secretary  of 
State  to  hold  this  Reserve  in  securities,  not  in  metallic 
gold.  At  that  time  his  finance  committee,  on  whose 
advice  he  largely  acted,  included  Mr.  Le  Marchant, 
who  was  one  member  of  the  Fowler  Committee,  and 
Sir  Charles  Crosthwaite,  who  was  another  member. 
It  is  really  inconceivable  that  if  they  had  meant 
metallic  gold  in  1899  they  should  in  1900  have 
forgotten  that,  and  have  submitted  to  the  Secretary 
of  State  a  despatch  in  which,  when  he  adopted 
it,  he  said  to  the  Government  of  India  the  Reserve 
was  obviously  one  which  should  be  held  in  securities. 
That  gives  the  opinions  of  two  very  leading  members 
of  the  Fowler  Committee,  and  I  can  give  you  the 
opinion  of  a  third  member  who  is  of  great  eminence 
in  these  matters — Sir  David  Barbour,  who  recently 
published  a  book  called  the  Standard  of  Yalue,*  which 
I  dare  say  you  have  seen,  dealing  very  largely  with 
the  history  of  Indian  currency.  Although  I  have  not 
brought  with  me  a  passage  to  quote,  you  can  see  if 
you.  read  that  book  that  over  and  over  again  he  refers 
with  approval  to  what  has  been  done  in  the  matter  of 
the  Gold  Standard  Reserve  as  carrying  out  properly 
the  recommendations  of  the  Fowler  Committee.  I 
have  given  the  opinions  of  those  three  members.  As 
regards  the  others,  I  have  not  had  any  opportunity  of 
acquainting  myself  with  their  views  on  this  question, 
which  has  been  raised  comparatively  recently. 

560.  In  the  despatch  from  the  Secretary  of  State  to 
the  Government  of  India,  dated  13th  December  1900, 
in  Appendix  V.,  page  126,  it  is  arranged  that  the  profit 
on  the  coinage  of  silver  should  be  at  once  remitted  to 
London  and  held  in  London  by  the  Secretary  of  State ; 
can  you  tell  me  why  the  India  Office  rejected  the  sugges- 
tion of  the  Government  of  India  that  the  gold  should  be 
held  in  India  ? — I  think  that  in  answering  the  previous 
question  I  summarised  what  I  understood  to  be  the  effect 
of  Sir  Edward  Law's  scheme,  and  showed  that  I  thought 
it  would  have  frustrated  the  object  with  which  this 
gold  standard  i-eserve  was  created  and  was  to  be  held. 
I  assume  that  that  was  what  was  in  the  mind  of  the 
Secretary  of  State  when  he  rejected  that  scheme. 

561.  I  think  you  have  said  that  it  was  an  objection, 
so  to  speak,  personal  to  that  scheme  ? — Tes. 

562.  Rather  than  to  possibly  holding  gold  in  India 
under  different  circumstances  ? — ^Yes. 

563.  The  system  of  remitting  gold  to  England  and 
investing  it  entirely  in  Consols  was  pursued  from  1901 
to  1903,  was  it  not .'' — Tes,  but  of  course  it  was  not 
remitting  gold,  if  I  may  correct  you  there.  That,  by 
the  way,  if  you  do  not  mind  my  saying  so,  is  a  very 
good  illustration  of  how  gold  is  used  in  a  wider  sense 
than  that  of  metallic  gold.  These  remittances,  I 
think,  were  in  some  cases  effected  by  the  transmission 
of  actual  sovereigns,  but  the  more  usual  course  is,  and 
has  been,  to  bring  the  money  home  by  the  sale  of  bills. 
The  investment  in  Consols,  I  think,  was  the  only  form 
of  investment  until  1903.  In  Statement  C,  which  you 
will  find  at  the  end  of  Appendix  III.,  pp.  99-102, 
you  will  see  that  in  1901-2  Consols  were  bought,  in 
1902-3  there  was  a  fui-ther  purchase  of  Consols,  and 
also  in  1903-4,  but  that  in  1903-4  a  departure  of  some 
importance  was  made  when  National  War  Loan  stock, 
which,  as  yo\i  remember,  was  a  terminable  stock,  was 
bought  instead  of  permanent  secui-ities. 

564.  At  whose  instigation  was  that  change  made  ? 

My  recollection  is  that  the  general  change  of  policy, 

that  is  to  say,  the  decision  to  put  more  money  into 
terminable  securities  and  less  into  permanent  securities 
was  made  in  a  private  and  imofficial  way  by  Sir  Edward 
Law.  He  used  often  to  wi-ite  to  me  on  these  subjects, 
and  he  made  the  suggestion,  and  I  put  it  before  the 
Secretary  of  State.  I  cannot  tell  you  the  exact  date 
of  his  letter,  but  it  was  about  that  time,  I  think. 
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565.  Do  you  happen  to  know  whether  Sir  Edward 
Law  had  changed  his  opinion  on  the  question  of  hold- 
ing gol^  since  those  days  ?  I  have  seen  it  stated  that  he 
did  ? — My  knowledge  is  largely  based  on  this :  When 
Sir  Edward  Law  was  financial  member  his  financial 
secretary  was  Mr.  Finlay,  whose  name  I  dare  say  you 
know.  Mr.  Finlay  was  telling  me  some  time  ago  that 
Sir  Edward  Law  was  quite  content  with  the  idea  of 
holding  money  in  securities,  and  he  did  not  think  there 
was  any  disadvantage  in  the  putting  aside  of  his 
original  proposal  to  hold  it  in  gold.  That  is  merely 
information  which  I  got  in  conversation,  so  it  is  not  in 
the  strict  sense  of  the  word  official,  but  I  think  you 
may  take  it  that  it  is  correct. 

566.  To  the  best  of  your  belief  that  was  his  opinion 
up  to  the  end  ? — ^I  believe  so.  I  often  discussed  these 
matters  with  him  because  I  knew  him  very  well. 

567.  One  of  your  tables,  I  think,  shows  the  way  in 
which  you  invested  the  gold  standard  reserve  ? — Tes, 
Statement  0.  of  Appendix  III.  (pp.  99-102). 

568.  Will  you  tell  me  briefly  what  were  the  pro- 
portions between  the  different  constituent  parts  ? — It 
is  a  little  difficult  to  condense  these  statements,  which 
go  over  many  years,  but  I  think  I  can  best  answer 
your  question  by  saying  that  until  1906  the  whole 
of  the  gold  standard  reserve  was  normally  held  in 
sterling  securities  in  London.  Tou  will  see  in  State- 
ment A.  of  Appendix  III.  (page  97)  that  there  were  tem- 
porary holdings  of  gold  in  India ;  but  that  gold  was 
held  in  India  pending  remittance  to  London.  In  1906 
the  policy  of  holding  a  portion  in  silver  was  adopted, 
and  finally  of  holding  it  in  coined  nipees.  There  is  a 
long  history  attached  to  that  which  no  doubt  you 
will  go  into  later. 

569.  The  policy  was  adopted  in  1906,  you  say,  of 
holding  part  of  it  in  rupees  ? — Tes,  first  in  silver,  half- 
coined  iTipees,  and  then  in  coined  rupees. 

670.  And  that  portion  of  the  resei-ve  was  held  in 
India  F — Tes.  The  ne.xt  change,  I  think,  was  when 
it  was  decided  in  1909  to  hold  about  a  million  in  what 
is  called  in  Statement  A.  of  Appendix  III.  cash  at 
shoi't  notice,  that  is  to  say,  money  lent  for  a  few  weeks 
at  a  time  on  securities  so  as  to  be  able  to  be  called  in 
very  rapidly.  The  final  change  that  has  been  made  is 
that  in  1912  the  Secretary  of  State  decided,  for  reasons 
which  are  given  in  the  papers  before  you,  to  accumulate 
a  cei*tain  amount  in  gold  in  London,  and  that  accumu- 
lation is  going  on  now.  We  have  reached  about  If 
millions,  and  the  present  intention  is  to  allow  it  to 
rise  to  five  millions.  I  have  not  given  you  the  nature 
of  the  securities ;  I  do  not  think  at  this  moment  you 
ask  for  that  information. 

571.  No ;  that  is  sufficient  for  the  present.  In 
paragraph  3  of  the  letter  from  the  Government  of  India 
of  the  26th  April  1906  [see  Appendix  V.,  page  137)  it  is 
stated,  "  The  depletion  of  our  balances  in  India  also 
"  embarrassed  the  Secretary  of  State  in  England,  as, 

"  for  example,  when  we  had to  press 

"  you  to  transfer  gold  fi-om  Treasury  to  cuiTency, 
"  though  advised  that  the  withdrawal  of  gold  fi-om 
"  the  reserves  of  the  Bank  of  England  would  be 
"  inoppoi-tune."  That  appears  to  be  a  suggestion 
that  the  interests  of  India  at  that  moment  had  to  be 
sacrificed  to  the  interests  of  the  London  money 
market ;  have  you  anything  to  say  about  that  ? — I  am 
very  grateful  to  you  for  asking  that  question,  and  since 
it  is  a  matter  on  which  much  has  been  said,  perhaps  you 
woidd  allow  me  to  answer  it  in  detail.  What  happened 
on  that  occasion  is  set  forth  in  a  series  of  telegrams 
which  you  will  find  in  Appendix  V.  (pp.  136-7),  of  which 
I  should  like  to  give  you  a  summary — they  are  very  brief. 
On  the  15th  December  1905  the  Government  of  India 
telegraphed  to  the  Secretary  of  State,  asking  him  to 
transfer  half  a  million  sterling  to  his  cuirency  chest ; 
that  is  the  opeiution  which  is  commonly  known  as  ear- 
marking gold.  The  Secretaiy  of  State  said  that  what 
was  necessary  could  be  done  by  transferring  the 
equivalent  amount  of  silver  which  he  had  bought  for 
the  Government  of  India,  and  was  about  to  ship  to 
them,  but  he  said,  if  you  require  more  than  this  haK- 
million  of  silver  I  will  transfer  forthwith  half  a  million 
in  gold  as  weU.  The  Government  of  India  pressed 
that  gold  also  should  be  transfen-ed  in  accordauee  with 
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the  Secretary  of  State's  offer.  They  made  their  final 
request  after  some  little  consideration  on  the  19th  De- 
cember, and  said  that  they  were  sure  that  the  transfer  of 
gold  was  necessary.  On  the  same  day  on  which  the 
Secretary  of  State  received  that  request  he  tele- 
graphed out,  "  To-morrow  I  will  set  aside  half  a  million 
of  gold  as  you  wish."  Then  on  the  20th  December  he 
telegraphed  out  that  he  had  done  so.  So  that  there 
was  in  no  sense — and  this  is  why  I  was  glad  that  you 
asked  the  question — a  setting  aside  of  the  convenience 
or  wishes  of  the  Government  of  India  in  the  matter. 
As  soon  as  the  Government  of  India  said  that  they 
could  not  conveniently  do  without  this  transfer  of 
gold,  the  Secretary  of  State  transferred  it.  Subse- 
quently, in  the  course  of  the  same  busy  season,  he  set 
aside  nearly  four  millions  of  gold ;  so  that  what  was 
required  to  meet  the  wishes  of  the  Government  of  India 
was  amply  done. 

572.  Can  you  tell  me  whether  in  the  fij'st  instance — 
I  am  not  quite  clear,  listening  to  what  you  have  said, 
whether  you  have  already  answered  this — the  Secretary 
of  State  did  in  fact  object  on  the  ground  that  the 
transference  of  gold  from  the  reserves  of  the  Bank  of 
England  would  be  inopportune  at  the  moment? — In 
the  course  of  the  correspondence  which  I  briefly 
siunmarised  there  appear  these  two  sentences  which 
I  suppose  I  had  better  read,  because  they  throw 
light  on  one  another :  "  I  am  willing  to  make  the 
"  transfer,  as  requested  in  your  telegram  of  yesterday, 
"  at  once  if  this  is  the  only  possible  course.  But  as  it 
"  is  undesirable  just  now  to  withdraw  gold  from  the 
"  Bank  of  England  reserves,  it  would  be  better  to 
"  postpone,  or  if  possible  to  avoid,  such  transfer." 
That  was  the  reason  why  for  a  short  time  he  hesitated, 
but  when  he  found  that  the  interests  of  India  as 
understood  by  the  Government  of  India,  required  that 
the  transfer  should  be  made,  then  without  any  further 
hesitation  he  made  it. 

573.  Aud  even  the  expression  of  that  hesitation 
was  accompanied  by  an  assurance  that  he  would  do  it 
if  the  Government  of  India  pressed  him  to  do  it? — 
Quite  so ;  and  he  gave  his  reason  merely  because  the 
Secretary  of  State  always  wishes  to  be  very  candid 
with  the  Government  of  India,  and  to  let  them  know 
what  is  in  his  mind. 

574.  If  you  look  at  the  same  letter  (26th  AprU  1906, 
Appendix  V.,  page  137),  paragraph  9,  you  will  see  the 
Indian  Government  states :  "  Our  currency  system  is 
"  unavoidably  artificial,  and  the  profits  arising  there- 
"  from  should  be  primarily  utilised,  not  in  breeding 
"  interest,  but  in  protecting  it  against  the  risks  to  which 
"  an  artificial  system  is  liable."  Would  you  admit  that 
that  is  a  fair  criticism  of  what  had  then  taken  place  ? 
. — I  do  not  think  that  that  professed  to  be  a  criticism  of 
what  I  was  just  describing.  That  is  a  statement  which 
is  made  in  support  of  the  proposition  that  a  part  of 
the  gold  standard  reserve  should  be  held  in  rupees  so 
as  to  avoid  the  risk  of  the  Government  of  India  being 
caught  short  of  rupees.  It  is  only  to  that  point  that 
that  remark  is  directed. 

'  575.  But  it  perhaps  has  a  wider  application  than  it 
was  given  in  that  particular  paragi'aph.  If  it  is  sound 
at  all,  does  it  not  apply  beyond  the  special  purpose  for 
which  the  Indian  Government  were  then  using  it  ? — 
Certainly.  I  do  not  think,  if  I  may  say  so,  that  it 
applies  to  that  particular  transaction  of  the  transfer  of 
gold  on  which  you  were  questioning  me.  I  think  that 
it  is  rather  a  wider  and  more  forcible  statement  than 
personally  I  should  make  if  I  were  asked  to  describe 
the  Indian  currency  system,  because  I  think,  and  these 
papers  I  hope  will  convince  you,  that  the  Indian 
cuiTcncy  system  is  as  far  as  possible  managed  on 
automatic  lines ;  that  is  to  say,  it  is  managed  as  little 
as  possible  and  left  to  itself  so  far  as  may  be.  There 
is  a  certain  artificiality  in  the  sense  that  from  time  to 
time  the  Government  has  to  take  certain  action,  but  to 
describe  it  as  an  artificial  system  in  the  sense  that  it  is 
very  much  more  artificial  than,  say,  the  English 
currency  system,  is,  I  think,  not  very  completely 
justified.  There  is  artificiality,  of  course,  in  the  English 
system — great  artificiality. 

576.  Does  not  the  force  of  the  criticism  lie  in  the 
suggestion  that  this  gold  standard  reserve  should  be 


maintained  in  bullion  .P— It  can  be  used  as  supporting 
that  view,  but  it  was  originally  used  as  supporting  the 
view  that  it  should  be  maintained  in  silver  bullion. 
I  do  not  think  that  the  force  of  the  argument  depends — 
and  perhaps  I  misunderstood  you  here — on  the 
artificiality  of  the  system.  As  the  Government  of 
India  wi-ote  it,  they  implied  that  there  was  a  connection 
between  the  artificiality  of  the  system  and  the 
maintenance  of  the  resez-ve  in  silver  buUion ;  where  I  had 
difficulty  in  following  it  was  in  seeing  that  particular 
connection. 

577.  Is  it  your  view  that  it  is  not  necessary  to 
maintain  any  large  proportion  of  the  gold  standard 
resei-ve  in  gold  ? — I  would  qualify  that.  I  do  not  think 
that  it  is  necessajy  to  maintain  a  large  proportion  in 
gold  provided  that  the  portion  that  is  in  other  forms 
is  in  forms  in  which  it  can  be  easily  realised.  If  one 
had  the  choice  between  gold  and  securities  of  which 
the  realisation  might  be  difficult  in  times  of  stress, 
then  I  should  say  let  it  all  be  in  gold. 

578.  In  fact,  if  I  rightly  understood  you,  you 
would  confine  the  holdings  of  the  reserve  either  to  gold 
or  to  short-dated  securities  ? — I  .should  like  to  see  it  in 
that  form.  If  there  were  any  use  in  a  reserve  of 
20  millions  with  2  millions  in  Consols,  I  think  it 
would  be  quite  safe  to  have  that  kind  of  proportion  ; 
but  I  think  it  would  not  be  safe  in  present  circum- 
stances to  have  a  very  large  proportion  of  resei-ve  in 
Consols.  When  I  say  Consols  I  mean  similar 
securities  such  as  Local  Loans  stock,  Irish  stock  and 
so  on. 

579.  That  is  to  say,  the  highest  class  of  securities 
with  no  fixed  date  of  redemption  ? — That  is  so,  or  with 
no  near  date  of  redemption. 

580.  There  is  a  question  arising  out  of  the 
correspondence  of  1906  as  to  a  temporary  loan  from 
the  gold  standard  reserve.  It  seems  to  be  rather  an 
intricate  transaction.  Can  you  make  clear  to  me  what 
took  place  and  what  were  the  reasons  for  it  ? — I  do 
not  think  that  the  transaction  itself  is  very  intricate. 
Prom  time  to  time  the  Government  of  India  has  to 
make  payments,  mostly  to  meet  Council  bills  or 
transfers  sold  by  the  Secretary  of  State  beyond  the 
amount  that  they  hold  in  their  Treasury  balances,  or 
that  they  can  conveniently  spare  from  their  Treasury 
balances.  In  such  times  the  usual  resource  is  that  the 
Secretary  of  State  earmarks  gold  here,  that  is  to  say, 
transfers  it  to  the  paper  currency  reserve,  thus 
liberating  so  much  money  from  the  paper  currency 
reserve  in  India.  That  is  the  second  method  of 
meeting  bills,  payments  from  the  TreasuiT^  balances 
being  the  first.  There  are  times  when  even  the 
second  method  cannot  be  conveniently  used,  because 
the  London  money  market  might  be  disturbed  to  an 
extent  which  would  affect  Indian  interests.  I  mean, 
if  the  Secretary  of  State  were  issuing  a  loan  or 
renewing  debentures  at  that  time  he  might  say,  It 
is  a  very  serious  thing  to  spoil  niy  loan  market  by 
earmarking  two  millions  or  three  millions  of  gold.  In 
those  circumstances  he  would  ask  the  Government  of 
India  to  make  their  payments  to  meet  his  bills,  or 
for  any  other  purpose,  from  the  Indian  branch  of 
the  gold  standard  resei-ve,  taking  the  money  as  a  loan. 
That  is  the  practice  which  was  followed  for  some 
years.  The  better  course,  I  think,  is  that  when  the 
Government  of  India  take  money  fi-on?  the  Indian 
branch  of  the  gold  standard  reserve  the  Secretaiy  of 
State  should  temporaiily  add  a  corresponding  sum  to 
the  English  bi-anch  so  as  not  to  deplete  the  reserve  in 
any  way.  Ton  will  see  in  the  coiTespondence  in 
Appendix  V.  that  after  seven  years'  pleadings  with  the 
Government  of  India  the  Secretaiy  of  State  has  induced 
them  to  accept  that  view.  So  that  loans  pure  and 
simple  ought  not  to  take  place  m  future;  what  ouo-ht 
to  happen  is  that  there  is  so  much  added  to  the  London 
branch  when  the  Indian  branch  is  depleted 

581.  Am  I  right  in  thinking  that  the  effect  of  the 
old  system  was  m  the  first  place,  to  enable  the 
Government  of  India  to  issue  rupees  to  the  public  to 
the  amount  of  the  loan  over  and  above  the  amoimt 
they  would  otherwise  have  been  able  to  issue  ?— Yes 
and  that  also  is  the  effect  of  the  new  system.  It  adds 
an  element  of  elasticity  to  the  circulation  in  India 
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582.  The  Results  are  not  affected  by  th.e  change  of 
procedure  ? — No. 

583.  In  a  telegram  dated  the  14th  February  1907  in 
Appendix  Y.  (page  151)  the  Secretary  of  State  explains 
that  his  balances  are  earning  44  per  cent. ;  would  the 
India  Office  consider  it  a  good  reason  for  not  repaying  a 
loan  in  these  days,  if  such  a  loan  were  made,  that  the 
sum  lent  was  earning  a  high  interest  ? — I  think  I  can 
say  with  confidence  that  they  would  not  consider  it 
now  a  good  reason ;  but  I  should  like  to  say  this,  that 
at  the  period  to  which  this  telegram  of  14th  February 
,1907  refers  the  loan  was  actually  repaid  and  gold  was 
set  aside. ,  The ,  Secretary  of  State's  indication  of  his 
intention  or  his  hankering  after  postponement  of  the 
repayment  was  not  carried  into  effect. 

.  584.  In.  1907  a  report  was  submitted  from  a 
Committee  on  Indian  Railway  Finance,*  and  as  a 
result  of  that  report  a  million  or  more,  I  think,  pf 
the  money  belonging  to  the  gold  standard  reserve  was 
applied  to  the  purposes  of  railway  extension;  am  I 
right  in  that  statement  of  factP — Certainly,  except 
that  it  was  actually  used  not  for  railway  extension  but 
for  the  purchase  of  rolling  stock;  but  that  is  an 
immaterial  point. 

585.  What  were  the  reasons  for  adopting  that 
course  ? — At  that  time  the  need  for  expenditure  on 
rolling  stock  was  very  urgent.  There  was  complete 
unanimity  between  the  Secretary  of  State,  the  Govern- 
ment of  India,  and  the  mercantile  community  in  India 
that  a  million  ppunds'  worth  of  rolling  stock  ought  to 
be  got  as  soon  as  possible.  It  was-  not  considered 
that  it  could  be  bought  from  the  balances  of  the 
Secretary  of  State,  and  it  was  also  not  considered  prac- 
ticable to  raise  the  money  by  means  of  a  loan.  India 
stock  could  not  be  issued  because  an  issue  had  recently 
been  made,  and  the  objections  to  issuing  India  bills 
were  held  to  be  very  strpng.  The  general  opinion  at 
that  time  was  that  the  exchange  was  in  a  very  strong 
position,  that  the  resources  available  for  its  support 
were  quite,  adequate  for  their  purpose— all  of  which  is 
set  forth  in  the  Interim.  Report  of  this  Committee  sub- 
mitted, in  June  1907  (see  Appendix  V.,  pp.  156-7) — and 
that  it  would  be  on  balance  very  much  to  the  advan- 
tage of  India  to  reduce  the  rate  at  which  the  gold 
standard  reserve  was  being  accumulated  and  to  use 
this  million  of  money  for  the  purchase  of  rolling  stock. 
I  may  say  that  I  was  a  member  of  the  Committee 
which  made  that  recommendation,  and  we  considered 
it,  as  you  -wtill  ■.  understand,  with  very  great  care.  We 
pointed  out,  as  you  will  see  here,  how  strong  were 
the  resources  that  were  available  for  the  support  pf 
exchange.;  they  amounted  to  more  than  23  millions 
and  they  were  steadily  growing.  We  came  to  the 
conclusion  that  there  was  enough  to  relieve  us  from 
any  apprehension  of  a  fall  in  exchange. 

586.  The  Secretary  of  State,  I  think,  went  rather 
beyond  your  recommendation  at  the  moment,  aad  decided 
to  do  this  npt  merely  as  a  single  exceptipnal  transact 
tipn,  but  regularly  to.  use  haU,  the  profits  on  coinage 
fpr  railway  expansipn  ? — Tes. 

587.  It  wpuld  appear  frpm  the  papers  that  you 
have  submitted  that  the  opinion  of  the  Government  of 
India  was  adverse  to  that  course  ? — Tes,  pn  the  whple 
the  Gpvernment  of  India  were  adverse,  but  their  oppo- 
sition has,  I  think,  often  been  exaggerated.  I  should 
like  to  draw  ypur  attentipn  tp  a  letter  in  Appendix  V. 
frpm  the  Gpvernment  pf  India  of  the  8th  August  1907 
(page  160).  I  wish  to  draw  your  attentipn  to  two  points. 
The  first  is  in  paragraph  3  pf  that  despatch,  in  which 
they  say,  "  We  accept  your  decision,  although  some  of 
us  entertain  doubts  as  to  its  expediency."  It  was  npt  a 
unanimpus  Government  of  India  that  was  opposed  to 
the  action  taken  by  the  Secretary  of  State.  The  pther 
ppint  tp  which  I  shpuld  like  to  draw  attention  is  that, 
as  shown  in  paragraph  2  of  that  despatch,  the  Govei-n- 
ment  of  India  by  a  coincidence  were,  at  the  time  that 
this  Committee  reported,  cpnsidering  and  indeed 
accepting  the  adnsability  pf  limiting  the  grpwth  of 
the  gold  standard  reserve.  They  had  actually,  as  you 
will  remember,  in  the  previous  year  diverted  a 
considerable   sum  from   the    gold  resources    or    the 
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sterling  resources  so  as  to  build  up  the  Indian  branch, 
and  then  they  were  proposing  that  the  sterling  invest- 
ments should  cpntinue  pnly  until  they  reached  20 
millipns,  and  that  after  that  figure  had  been  reached 
the  investment  pf  the  prpfits  on  new  coinage  should 
come  to  an  end,  and  that  then  the  profits,  being 
diverted  from  the  gpld  standard  reserve  proper,  should 
be  used  for  railways.  So  that  the  minds  of  the 
Secretary  of  State  and  his  Council  and  of  the  Govern- 
ment pf  India  were  mpving  in  the  same  direction. 

588.  So  that  ypu  wpuld  say  there  was  np  difference 
pf  principle  between  them,  the  point  pn  which  they 
differed  being  the  exact  time  at  which  the  pperatipn 
shpuld  begin  ? — Yes.  Of  cpurse  they  wpuld  have  said, 
and  it  is  fair  tp  them  tp  mention  it,  that  the  difference 
of  detail  was  tp  them  a  very  impprtant  pne. 

589.  The  transactipn  bears  a  certain  resemblance 
tp  pne  we  sPmetimes  see  in  this  country,  where  the 
Chancellor  of  the  Exchequer,  being  in  need  of  some 
sum  for  immediate  objects,  finds  admu-able  reasons 
for  reducing  the  Sinking  Fund  ? — Quite  so,  and  I 
think  it  ought  to  be  criticised  on  much  the  same 
grcund.  Everypne  is  familiar  with  the  phrase  that 
is  sp  pften  thrpwn  at  the  Chancellor  of  the  Exchequer, 
that  he  has  raided  the  Sinking  Fund.  It  is  implied 
without  further  consideration,  that  he  has  done  an 
improper  act,  whereas  I  think  those  who  follow 
imperial  finance  more  carefully  knpw  that  spmetimes 
it  may  be  an  unwise  thing,  and  sometimes  it  may  be 
a  very  wise  thing,  to  raid  the  Sinking  Fund  in  a 
particular  year. 

590.  Would  you  agree  in  regard  to  this  Indian 
transaction  that  the  onus  of  proof  very  definitely  lies 
with  those  who  wished  to  divert  ? — Tes.  The  justifica- 
tion that  our  Committee  put  forward  in  suppprt  pf  its 
much  smaller  prpppsal  was,  first,  the  admitted  urgency 
of  the  additional  rpUing  stpck ;  then  the  difficulty  pf 
prpviding  it  by  pther  means  ;  and,  thirdly,  the  ppsitiph 
pf  safety  that  had  been  reached  in  respect  of  the 
safeguarding  of  the  exchange. 

691.  Do  you  think  that  ypur  Cpmmittee  pr  the 
Secretary  pf  State  wpuld  have  opme  tp  exactly  the 
same  ccnclusions"  if  they  could  have  foreseen  the 
stringency  pf  the  crisis  which  tppk  place,  I  think, 
abput  six  mpnths  later? — I  think  they  wpuld  have. 
It  is  vpry  difficult  tp  dpgmatise,  and  ypu  wQl  npt 
expect  me  tp  dpgmatise  in  answer  tp  such  a  questicn 
but  what  actually  happened  six  mpnths  later  was  that 
there  was  an  extraprdinarily  severe  reversal  of  the 
usual  favourable  balance  of  trade,  and  that,  without 
any  difficulty  worth  mentioning,  the  tendency  to  a  fall 
in  exchange  which  arose  from  that  reversal  was  met, 
and  amply  met,  and  exchange  was,  to  all  intents  and 
purppses,  maintained.  It  is  true  that,  pwing  tp  the 
fluctuatipns  pf  circumstances,  the  exchange  did  fall 
belpw  the  gpld  expprting  ppint  fpr  some  days,  so  that  to 
that  extent  exchange,  in  the  strictest  sense  of  the  word, 
was  not  maintained ;  but  I  think  it  would  genei^lly  be 
held  that  the  business  of  maintaining  the  exchange  was 
successfully  performed,  and  that  the  Secretary  of 
State  was  by  no  means  at  the  end  of  his  resources  fpr 
that  purppse. 

592.  I  was  led  tp  ask  you  that  question  because  I 
noticed  that  in  the  Secretary  of  State's  telegram  of  the 
2nd  July  1907,  which  is  given  in  Appendix  V.  (pp.  158-9) 
he  states,  "  The  danger,  which  ypu  allege,  pf  a  fall  in  the 
"  rate  pf  exchange,  I  regard  as  illuspry,  having  regard 
"  tp  the  present  cpnditions  of  trade  "  ? — I  noticed  that 
telegram,  and  I  looked  up  the  records  relating  to  it. 
The  telegram  might  easily  be  understood  as  meaning 
that  the  Secretary  of  State  committed  himself  to  the 
view  that  there  was  no  danger  of  the  occurrence  of 
unfavourable  trade  conditions  such  as  in  the  absence 
of  special  support  would  lead  to  a  fall  in  exchange.  If 
he  had  said  that,  his  remark  wpuld  have  been  very- 
risky  and  indeed  rather  ridioulpus.  I  find  pu  Ippking 
at  the  papers  that  what  he  intended  tp  cpnvey  was 
this — ^that  the  existing  suppprts  fpr  exchange  were 
adequate,  and  that  the  danger  that  they  wpuld  be 
inadequate  if  pne  millipn  ppunds  were  spent  pn  the 
railways  was  Uluspiy.  That  view  which  the  Secretary 
pf  State  meant  tp  cpnvey  was  justified  by  the  events 
pf  the  crisis  which  pccm-red  six  mpnths  later. 
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•")1^3.  When  was  the  decision  to  use  half  the  profits 
on  coinage  for  i-ailway  pui-poses  withdrawn  ? — It  had 
undergone  a  process  of  gradual  modification. 

594.  It  has  finally  ceased  now,  has  it  not  ? — It  has 
ceased  until  the  2.5  millions  shall  he  accumulated  in 
the  London  branch  of  the  gold  standard  reserve. 

595.  What  was  the  date  on  which  it  was  decided  to 
withdraw  no  more  until  that  figure  of  25  millions 
should  have  heen  reached  P — That  was  a  recent 
decision  of  1912.  Tou  will  find  it  in  a  despatch  of  the 
Secretaiy  of  State  dated  the  28th  June  1912  in 
Appendix  Y.  It  is  the  last  sentence  of  pai-agraph  5 
on  page  202. 

596.  Up  to  that  date  about  what  amount  had  been 
withdrawn  ?— About  1,100,0002.  The  only  withdrawal 
that  took  place  was  the  one  in  1907,  which  occurred 
immediately  on  the  report  of  that  committee. 

597.  You  have  given  us  in  a  paper  which  you  have 
circulated,  an  account  of  the  financial  crisis  of 
1907-8  (see  Appendix  III.)  ;  I  do  not  want  to  ask 
you  to  go  over  in  evidence  all  that  you  have  written, 
but  I  will  just  ask  whether  there  is  anything  you 
would  like  to  say  supplementary  to  what  you  have 
written,  either  as  regards  the  history  of  the  crisis  or  the 
measui-es  adopted  to  meet  it  ? — 1  think  it  is  given  so 
fully  in  my  statements  and  in  the  correspondence 
in  Appendix  V.  that  there  is  veiy  little  that  I  need  say. 
I  do  not  know  if  at  this  point  I  should  draw  attention — 
1  should  like  to  do  so  at  some  stage — to  the  exceptional 
severity  of  the  crisis.  I  think  that  is  a  point  which  has 
been  almost  universally  overlooked,  except  in  the  India 
Office,  and  I  attach  myself  the  very  gi-eatest  importance 
to  its  being  propei-ly  understood.  In  a  small  paper  of 
mine,  headed  Supplementaiy  Statements  to  Accompany 
Memorandum  on  Gold  Standard  Reserve  (see  Appen- 
dix IV.),  I  give  certain  particulars  (in  Statement, 
page  107)  regai'ding  the  balance  of  trade  in  calendar 
years.  I  did  so  in  financial  years  because  that  is  a 
conventional  way  of  setting  forth  these  figures,  but  it 
is  a  veiy  misleading  way,  because  very  often  you  have 
a  financial  year  the  fii-st  half  of  which  is  very  good 
and  the  second  half  of  which  is  very  bad,  but  the 
badness  of  the  second  half  is  obscured  by  the  goodness 
of  the  first  half.  So  that,  in  order  to  get  to  the  real 
nature  of  the  crisis  in  1907-8,  in  Statement  3  I  have 
amplified  some  figures,  which  are  already  in  the  con-e- 
spondence,  for  a  smaller  number  of  years,  taking  the 
period  from  the  Autumn  of  1907  to  the  Autumn  of  1908, 
which  was  really  the  period  over  which  this  crisis 
extended,  and  comparing  the  balance  of  trade  for  that 
period  with  the  balance  for  the  corresponding  period  of 
each  year  from  1892-3  to  1911-2.  I  would  draw  your 
attention  to  this,  that  although  in  these  years,  as 
indicated  by  the  asterisk  in  the  last  column  of  the 
table,  there  w6re  many  famines,  there  was  no  year 
except  1907-8  in  which  there  was  not  a  very  con- 
siderable favourable  balance  of  trade.  If  you  eliminate 
1907-8,  you  find  that  the  worst  yeai-  was  1896-7, 
when  there  was  a  favourable  balance  of  nearly  13 
millions,  and  that  the  other  years  show  much  larger 
favourable  balances.  In  this  solitary  year,  1907-8, 
you  have  an  unfavourable  balance  of  1,190,000Z.  which 
is,  to  some  extent,  due  to  the  fact  that  silver  was  veiy 
cheap  at  that  time,  and  India  imported  very  large 
quantities  of  cheap  silver.  I  think  that  that  really  is 
one  veiy  important  fact  relating  to  the  history  of  that 
period  which  is  not  brought  out  in  the  correspondence, 
or  in  my  continuous  memorandum,  so  I  should  like 
to  draw  your  attention  to  it. 

598.  Will  you  state  the  inference  you  draw  from  it  ? — 
I  di'aw  one  inference  only,  as  shown  in  various  passages 
in  the  memorandum,  that  when  one  is  calculating  how 
large  the  gold  standard  reserve  ought  to  be  in  order  to 
provide  i-easonable  security  for  maintaining  exchange 
at  any  future  period  of  adverse  trade,  one  can,  on  the 
basis  of  these  figures,  take  1907-8  as  being  as  bad 
a  period  as  it  is  necessary  to  provide  for. 

599.  Was  1907-8  a  famine  year  ? — It  was  to  some 
extent,  but  it  was  not  as  bad  a  famine  year  as  many  of 
the  others  which  I  have  marked  with  asterisks.  I 
daresay  you  remember  that  at  the  end  of  1907  there 
occurred  what  was  called  the  American  crisis,  when  a 
panic  feU  on  many  depositors  in  America  and  they  took 


their  money  in  gold— real  metallic  gold  this  time— and 

hoarded  it.  j-      •      j.i    + 

600.  There  was  not  any  war  in  India  m  tJiat 
year  ?— No,  it  was  a  time  of  peace.  It  was  a  time  ot 
famine;  not  veiy  bad  or  extensive  famine;  but 
above  aU  things— and  this  was  the  important  fact— it 
was  a  time  of  the  most  profound  industrial  depression 
aU  over  the  world,  and  it  was  also  a  time  when  the 
Bank  of  England  rate  was  very  high. 

601.  Suppose  that  that  general  state  of  affairs  were 
to  coincide  at  some  future  time  with  a  reaUy  severe 
famine  in  India,  or  even  with  such  a  year  as  we  have 
seen  in  India  occasionally  in  the  past,  when  there  have 
been  both  bad  famine  and  war,  would  you  still  say  that 
1907-8  is  the  measui-e  of  the  utmost  that  you  have  to 
guard  against?— Of  course  no  one  would  say  that 
there  could  not  possibly  be  a  worse  year,  but  in  these 
matters  I  think  it  is  generally  agi-eed  that  provision 
ought  to  be  made  for  what,  on  the  basis  of  experience 
and  of  any  coi-rections  of  experience  that  pradence 
suggests,  may  be  considered  to  be  the  utmost  limit  of 
danger.  I  ought  to  mention  to  you  that  in  these 
years  which  are  shown  in  my  table  there  have  been 
years  in  which  there  have  been  simultaneously  famine 
and  war.  I  do  not  mean  war  on  a  very  great  scale, 
but  very  important  frontier  campaigns.  I  think  you 
will  find  if  you  look  at  Statement  2  of  Appendix  IV. 
on  page  107  that  famine  and  the  second  Afghan  war 
sychronised;  I  think  in  1878  the  Afghan  war  had 
begun,  and  that  was  certainly  a  famine  year. 

602.  And  it  was  a  bad  year,  of  coui-se,  as  shown  by 
youi-  figui-es  ? — Yes. 

603.  I  merely  put  to  you  that  no  doubt  the 
American  crisis  and  its  results  were  extremely  severe, 
but  that  the  local  Indian  crisis  was  not  as  severe  as 
many  that  had  been  known  in  that  countiy.  What  I 
was  suggesting  was  that  to  take  the  standai'd  of  that 
year,  the  standard  fixed  as  what  was  necessary  for  that 
year,  as  the  standard  for  all  years,  might  be  insuflScient 
if  a  grave  famine  in  India  coincided  with  a  similar 
world  crisis  ? — As  a  general  proposition,  of  coui-se,  I 
could  not  possibly  dispute  that,  but  I  would  dispute 
that  if,  as  business  men  do,  one  allows  for  such  difll- 
culties  as  are  likely  to  occur  and  makes  a  fairly  liberal 
calculation  of  the  extent  to  which  past  experience 
suggests  diflB.culties,  then  one  has  gone  as  far  as 
prudence  suggests,  more  especially  because,  supposing 
that  there  was  an  under-calculation  of  real  difficulties, 
but  that  one  had  25  millions  as  one's  gold 
standard  reserve  intact  at  the  beginning  of  a 
particular  exchange  crisis,  no  one  doubts  that  the 
using  up  of  that  very  lai-ge  sum  of  money,  together 
with  the  gold  in  the  paper  currency  reserve,  would 
very  seriously  stem  the  crisis,  and  that  a  great  deal 
would  have  been  done  by  way  of  contracting  the 
currency  and  by  other  methods  to  reduce  the  residuum 
of  the  crisis  stiU  to  be  faced  ;  and  at  a  time  like  that 
one  would  no  doubt  be  able  to  borrow,  if  it  were 
necessary,  to  make  more  funds  available.  Since  this 
kind  of  calamity  might  happen  perhaps  once  in  50 
years,  or  once  in  100  years,  it  is  important  not  to 
immobilise  a  large  sum  of  money  for  so  long  a  period 
in  order  to  meet  so  improbable  a  contingency. 

604.  At  the  same  time,  if  you  profess  to  create  a 
reserve,  you  would  agree,  would  you  not,  that  it  is 
very  desu-able  that  it  should  be  sufiacient  for  the  worst 
contingency  that  you  may  reasonably  allow  for  having 
to  meet  ? — Yes ;  that  is  a  formula  to  which  I  should 
willingly  subscribe,  and  I  should  supplement  it  by 
saying  that  these  figui-es  in  Statement  3  on  page  108 
are  an  excellent  guide  as  to  what  is  the  extent  of  that 
contingency. 

605.  Speaking  generally  of  the  correspondence 
between  the  Secretaiy  of  State  and  the  Government 
of  India,  am  I  right  in  thinking  that  in  the  eai-lier 
years  the  Secretary  of  State  overi-uled  the  Government 
of  India  perhaps  in  the  most  important  points  on 
which  the  two  differed,  but  that  in  the  last  two  years 
or  so  the  correspondence  discloses  a  compromise  in 
which  the  Secretary  of  State  has  given  way,  to  some 
extent,  on  such  questions  as  holding  a  portion  of  the 
reserve  in  London  iii  a  more  liquid  form,  and  the  Govem- 
ment  of  India  has  waived  its  wish  to  have  more  of 
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the  reserve  loaated  in  India  itself  P — Tes;  I  think 
there  has  been  an  approach  towards  unanimity  in  the 
matter. 

60t).  To  go  to  another  question,  I  want  to  ask  you 
a  little  about  the  coinage  of  rupees  ;  how  is  it  deter- 
mined when  I'upees  are  to  be  coined,  and  to  what 
extent  ? — That,  of  coui'se,  is  set  forth  at  great  length 
in  the  correspondence,  but  it  has  not  been  summarised 
in  any  memorandum.  Perhaps  I  might  build  up  my 
remai'ks  round  a  certain  nucleus,  namely,  the  memo- 
randum which  was  sent  out  by  the  India  Office  in  1910. 
(iSee  Enclosure  to  Despatch  to  the  Government  of  India 
No.  25,  of  18th  Febriiary  1910,  in  Appendix  Y., 
pp.  188-94.) 

607.  I  do  not  so  much  want  the  whole  history  of 
what  has  taken  place  as  the  result  ? — The  result,  as 
you  will  see  from  that  memorandum,  is  that  we  have 
now  adopted  this  standard — that  at  the  beginning  of 
the  busy  season  which  we  take  to  be  the  1st  October, 
we  ought  to  have  in  the  paper  currency  reserve  and  in 
the  Indian  branch  of  the  gold  standard  reserve  com- 
bined 24  crores  of  rupees,  that  is  to  say,  the  equivalent 
of  16  millions  sterling,  and  that  that  should  be  allowed 
to  decline  gradually  to  174  crores  of  rupees  by  the 
31st  March,  which  is  the  conventional  end  of  the  busy 
season — of  course,  it  is  not  a  very  exact  date,  but  it 
serves  usefully ;  and  that  in  order  to  prevent  the  stock 
falling  below  174  croi'es  by  ohe  31st  Maixh,  new  coinage 
ought  to  be  undertaken  during  the  busy  season  to  the 
extent  that  is  necessary,  and  then  if  the  year  ends  with 
174  crores,  tha,t  is  to  say,  if  that  is  the  amount  on  the 
31st  March,  coinage  ought  to  be  gradually  undertaken 
dui'ing  the  sum.mer  to  the  extent  that  seems  likely  to 
be  necessary  to  fill  up  the  reserves  again  to  the  higher 
figure,  the  24  crores.  There  is  always  some  uncertainty, 
because  in  the  summer  sometimes  rupees  flow  out  from 
the  reserves  into  the  general  circulation  and  sometimes 
they  flow  back  again. 

608.  Are  the  variations  in  the  public  demand  very 
great  from  year  to  year  ? — They  are  enormous.  I  have 
some  figures  here  that  I  got  out  for  another  pui-pose, 
and  I  think  they  are  veiy  surprising.  I  do  not  think 
you  need  the  figures  year  by  year,  but  I  will  just  take 
the  two  extreme  figures.  In  1907  the  public  demand 
for  rupees,  that  is  to  say,  the  absorption  of  rupees,  was 
8,120,000L  in  the  calendar  year  ;  and  in  the  year  1908 
there  flowed  back  from  circulation  into  the  reserves, 
12,300,0002.  The  difEerence  between  those  two  extreme 
years  was  a  difference  between,  as  we  put  it  in  our 
statements,  +  8,000,000L  and  —  12,300,0002.,  that 
is  to  say,  a  difference  of  over  20  million  sterling. 
That  you  will  easily  understand  is  a  very  important 
fact  in  all  the  management  of  the  Indian  currency, 
that  we  are  liable  to  these  vast  fluctuations  in  demand. 

609.  By  what  considerations  are  the  Government 
influenced  in  the  purchase  of  silver  for  rupee  coinage  ? 
— Only  such  considerations  as  flow  from  that  empirical 
rule  that  I  mentioned  to  you.  We  try  to  have  our 
24  crores  at  the  beginning  of  the  busy  season  to 
prevent  our  stock  from  falling  below  174  crores  at 
the  end  of  it,  and  then  if  it  does  fall  as  low  as 
174  crores,  to  build  it  up  again  to  24  crores  by  the 
beginning  of  the  next  busy  season.  I  ought  to  have 
mentioned  to  you  that  this  is  a  very  recent  rule,  and, 
if  I  may  say  so  as  a  member  of  the  India  Office,  it  has 
been  very  useful,  because  it  prevents  pui-chases  being 
made  either  too  sparingly  or  too  abundantly,  and  both 
extremes  have  been  reached  in  the  past. 

610.  It  has  led,  on  the  other  hand,  has  it  not,  to 
purchases  of  silver  not  being  made  at  all  for  some 
time? — It  has. 

611.  And  then  to  very  large  pm-chases  being  made 
in  a  very  brief  time? — It  has  not  led  to  larger 
purchases  being  made  in  a  brief  time  than  was 
oustomai-y  under  the  old  system.  Both  imder  the 
existing  rule  and  under  the  previous  system  large 
purchases  were  made  in  a  very  short  time. 

612.  It  must  necessaiily  be  the  case,  must  it  not, 
if  you  wait  to  purchase  until  your  needs  are  very 
great,  that  the  market  wiU  have  knowledge  of  those 
needs',  and  that  there  would  be  a  natural  legitimate 
tendency  on  the  part  of  the  market  to  use  that 
knowledge  against  you  ?— "We  ti-y  not  to  let  om-selves 


be  caught  very  short  of  mpees.  Our  minimum  of 
174  crores  is  a  very  ample  minimum,  and  supposing 
that  at  some  time  we  had  to  let  this  stock  go  down  to 
15  or  even  12  crores,  the  system  would  stiU  be  workable. 

613.  Have  you  ever  considered  whether  it  would  be 
possible  to  buy  steadily  in  small  quantities  instead  of 
waiting  until  you  had  a  large  demand  ? — Tes,  we  have 
often  considered  that,  and  I  think  the  answer  to  it  in 
its  briefest  form  is  in  those  figures  which  I  gave  you — 
the  figures  of  very  large  fluctuations.  I  have  the 
figures  for  various  years  showing  the  amount  of 
rupees  held.  In  the  year  1909  the  largest  amount 
held  at  one  time  was  about  49  crores  of  rupees, 
and  the  lowest  was  about  39  crores  of  rupees. 
Both  of  those  figures  were  very  much  above  the 
estimated  maximum  of  our  requirements.  Supposing 
that  when  we  have  held  those  very  large  sums  we  had 
bought  silver,  say,  at  the  rate  of  two  millions  a  yeai-  or 
at  any  figure  that  had  been  fixed  as  the  steady  annual 
purchase,  that  would  have  been  open  to  two  objections 
first,  it  would  have  been  in  itself  rather  foolish  to  buy 
more  of  an  article  of  which  you  already  had  far  more 
than  you  needed;  and  then  there  is  a  much  more 
serious  objection.  Supposing  one  had  spent  two  millions 
on  buying  this  unnecessary  silver,  and  then  just  after 
that  there  had  been  a  deficient  monsoon  or  an  American 
crisis  and  the  exchange  had  tended  to  fall,  it  would 
have  been  most  unfortunate  that  two  millions  of  sterling 
resources,  which  in  happier  circumstances  could  have 
been  used  to  meet  the  fall  in  exchange,  should  have 
been  rendered  useless  for  that  piu-pose  by  being  locked 
up  in  silver  in  India,  because  in  such  circumstances 
the  money  would  have  been  locked  up  and  one  could 
not  have  turned  it  into  the  sterling  i-esources  and  got  it 
back  and  used  it  to  support  the  exchange. 

614.  The  Committee  of  1898  recommended  among 
other  things  that  the  Indian  Mints  should  be  thrown 
open  to  the  unrestricted  coinage  of  gold  ;  will  you  tell 
us  what  has  been  done  in  respect  of  that  recommenda- 
tion ? — The  full  information,  as  no  doubt  you  are  aware, 
is  given  in  a  paper  which  was  presented  to  Parliament 
in  1913,*  and  I  have  tried  to  summarise  it  in  a  memoran- 
dum headed  Note  on  Proposals  for  the  Coinage  of  Gold 
in  India  (see  Appendix  VI.,  page  212).  I  thiak  I  could 
very  briefly  give  you  the  main  facts.  From  1899  to  1902 
we  were  in  continual  correspondence  with  the  Treasury 
and  with  the  Government  of  India,  with  a  view  to  having 
a  branch  of  the  Royal  Mint  established  in  India.  There 
were  a  good  many  technical  difficulties,  but  they  were 
not  very  serious  and  they  were  all  got  over  in  course  of 
time.  I  think  that  possibly  a  Mint  would  have  been 
established  in  1902,  only  the  Government  of  India 
wi-ote  to  the  Secretary  of  State  a  very  important  letter 
withdrawing  the  proposal. 

615.  Which  letter  is  that? — You  will  find  it  on 
page  56  of  the  Parliamentary  Paper,*  and  it  is  dated 
25  December  1902.  They  refer  to  certain  criticisms, 
and  then  they  go  on  "  We  have  now  ascertained  that 
"  the  chief  mining  companies  have  made  an-angements 
"  with  which  they  are  at  present  satisfied  for  the  regular 
"  sale  of  their  gold  in  London,  and  we  are  doubtful 
"  whether  any  terms  that  we  could  offer  with  a  due 
"  regard  to  our  own  interests  would  induce  them  at  an 
"  early  date  to  alter  those  arrangements  and  to  bring 
"  their  gold  to  the  Mint  in  Bombay.  In  the  absence 
"  therefore  of  an  assurance  that  a  steady  and  permanent 
"  supply  of  gold  of  local  production  would  be  available 
"  for  coinage  in  this  country  we  prefer  to  drop  the 
"  scheme  for  the  present,  leaving  its  revival  to  the 
"  existence  or  the  revival  of  conditions  which  cannot  at 
"  present  be  foreseen."  In  view  of  that,  the  Secretary 
of  State  had  no  alternative.  He  had  to  drop  the  pro- 
posal, and  it  remained  in  abeyance  until  it  was  raised 
in  the  first  place  in  a  debate  in  the  Legislative  Council 
in  India  in  1911.  There  was  a  further  discussion  in 
same  Ooimcil  in  1912,  and  as  the  outcome  of  that  the 
Government  of  India  revived  the  proposal  in  a  letter 
which  is  printed  on  pages  57-63  of  the  Parliamentaiy 
Paper.*  They  proposed  that  a  Mint  should  be  set  up 
in  Bombay  on  a  veiy  small  scale,  and  they  do  not 
seem  to  have  very  much  considered  the  question  of 

*  H.C.  iO.Tof  1913. 
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the  arrangements  that  were  necessary  under  the  British 
Coinage  Act  of  1870,  that  is  to  say,  to  bring  an  Indian 
branch  mint  into  proper  relation  with  the  British 
Government  and  the  Master  of  the  Mint  in  this 
country.  We  foimd  when  we  wi'ote  to  the  Treasury 
that  the  veiy  modest,  inexpensive  scheme  of  the 
Government  of  India  was  not  really  practicable.  Then- 
idea  was  to  set  aside  a  portion  of  the  Bombay  Mint, 
a  room  probably,  to  have  a  refineiy  and  to  coin 
sovereigns,  and  to  let  the  stafB  of  the  Bombay  Mint 
do  the  work  when  they  were  not  coining  rupees ;  but 
the  Treasiuy  insisted  that  whatever  mint  was  used 
for  the  coinage  of  sovereigns  must  be  under  the  contrpl 
of  the  Treasury. 

616.  (Sir  Robert  Chalmers.)  That  was  under  the 
provisions  of  the  Coinage  Act  of  1870,  was  it  not? — I 
think  that  is  so.  I  fancy  the  Treasuiy  could  have  agreed 
to  a  scheme  imder  which  each  officer  of  the  Bombay 
Mint  would  have  had  two  masters,  namely,  the  Govern- 
ment of  India  for  rupee  purposes  and  the  Imperial 
Government  for  sovereign  purposes ;  but  the  Treasury, 
ioi-  reasons  which  I  quite  appreciate,  did  not  accept 
that  view. 

617.  (Chairman.)  Would  the  Treastuy  objections 
apply  equally  if  an  Indian  mint  were  to  coint  a  special 
gold  piece,  not  sovereigns  ? — No ;  the  Treasury  would 
then  have  no  jurisdiction.  It  was  for  that,  among 
other  reasons,  that  the  Secretary  of  State  suggested 
as  a  way  out  of  the  difficulty  that  a  special  Indian  gold 
piece  might  be  coined  instead  of  the  sovereign. 

618.  Suppose  a  gold  piece  were  coined  for  India 
or  sovereigns,  were  freely  coined  there,  can  you  give 
me  any  indication  to  what  extent,  in  your  opinion, 
these  gold  coins  would  be  likely  to  remain  in  circu- 
lation?— It  is  very  difficult  to  say  how  far  the  sove- 
reigns now  in  India,  which  amount  to  an  enormous 
total,  are  in  circulation,  and  how  far  they  are  used  for 
other  purposes  or  have  been  melted ;  but  there,  are 
some  figures  on  the  subject,  and  I  dai-e  say  many  of 
them  are  familiar  to  you.  There  is  one  table  in  para- 
graph 8  of  Appendix  VI.  on  page  214  which  gives  some 
information  which  I  do  not  think  has  ever  before  been 
published  in  the  form  in  which  I  have  given  it.  I  should 
like  to  draw  your  attention,  first  of  aU,  to  the  amount  of 
sovereigns  issued  to  the  public.  Ton  will  see  that  the 
amounts  have  been  very  large  in  recent  years ;  in 
1912-3,  for  instance,  they  went  up  to  21,8l5,000i. 
The  figures,  which  have  not  been  published,  are 
these  receipts  from  the  general  public^  namely,  the 
second  line  in  the  table,  nearly  7,000,000Z.  in  1911-2 
and  more  than  11,000,OOOZ.  in  1902-3.  That  shows 
that  there  is  a  very  considerable  flow  of  sovereigns  both 
out  of  the  treasuries  and  reserves  into  the  possession  of 
the  public  and  also  in  the  other  direction.  These  figures, 
therefore,  indicate  a  veiy  considerable  use  of  sovereigns 
as  ciuTcncy.  But  it  is  quite  possible  that  the  large 
amount  that  comes  into  the  Government  treasuries  and 
7'eserves  from  the  public  may  indicate  that  many  of  the 
sovereigns  which  go  out  to  be  used  for  currency  have 
very  short  lives — I  mean  the  Government  might  pay 
out  a  sovereign  one  day,  and  then  the  same  sovereign 
might  come  back  again  the  next  day.  I  do  not  say 
that  that  is  so ;  that  is  merely  one  of  the  illustrations 
of  the  difficulty  of  arriving  at  any  conclusion  on  such  a 
matter. 

619.  I  should  now  like  to  ask  you  whether  you 
would  agree  with  the  opinion  expressed  by  the  Fowler 
Committee  that  India  should  aim  at  the  possession  of 
what  they  call  the  normal  accompaniment  of  a  gold 
standard,  namely,  a  gold  currency? — My  own  opinion 
— I  do  not  say  that  any  weight  should  be  attached  to 
it — ia  that  on  the  whole  it  is  a  good  thing  that  India 
should  have  ii'gold  currency.  I  think  it  is  far  less 
important  than  that  she  should  have  a  great  central 
stock  of  gold  to  be  used  for  the  support  of  exchange  ; 
I  think  that  is  her  greatest  need  in  respect  of  gold,  .but 
her  second  need,  I  think,  is  that  the  people  should  have 
gold  if  they  want  gold.  It  is  a  cui-ious  fact  that  many 
people  who  have  to  use  money  in  the  course  of  their 
business  have  an  extraordinaiy  affection  for  the  use  of 
gold  money,  and  I  think  that  people  in  India,  like 
people  elsewhere,  if  they  want  gold  money  and  can  pay 
for  it  in  produce  or  can  acquire  it  honestly  should  have 


the  opportunity  of  acquiring  it.  Indeed  it  is  inevitable  ; 
you  cannot  prevent  people  from  having  gold  if  they 
want  it. 

620.  Is  there  any  indication,  in  your  opinion,  that 
they  have  difficulty  in  getting  it  now  if  they  want  it  ? 
—I  should  think  there  is  very  little  difficulty  when  one 
considers  the  vast  amounts  that  have  been  paid  out 
into  circulation  in  India,  and  the  very  large  amount,  as 
mentioned  in  one  of  my  papers,  that  is  still  held  on 
ofEer  for  anyone  who  wishes  to  have  it.  I  should  think 
it  ought  to  be  quite  easy  for  anyone  in  India  who 
desires  gold  to  get  it.  Sometimes  friends  of  mine  who 
have  been  ia  India  gi-umble  and  say  beyond  a  certain 
amount  they  find  it  a  little  difficult  to  get  gold,  but 
then  I  fancy  that  they  must  be  i-efen-ing  either  to  very 
large  amounts  or  else  to  periods  when  from  one  reason 
or  aaiother  the  Government  stock  has  sunk  rather  below 
the  normal  level. 

621.  If  they  were  referring  to  veiy  large  amounts, 
that  would  be  an  experience  which  they  might  easily 
have  under  certain  conditions  in  Europe,  would  it 
not? — Quite  so.  I  remember  one  friend  of  mine  told 
me  that  the  ruler  of  a  native  state  in  the  West  of 
India  with  whom  he  was  well  acquainted  sent  down 
to  Bombay  to  change  many  lakhs  of  rupees — a  lakh 
of  rupees  is  roughly  7,000Z. — into  sovereigns,  and  the 
messenger  whom  he  sent  could  only  bring  back 
sovereigns  on  that  day  for  half  the  amount,  and  he 
had  to  wait  for  the  other  half.  When  you  are 
dealing  with  several  lakhs  of  rupees  it  is  not-  a  veiy 
sfa-ange  thing  that  you  do  have  to  wait  for  a  little  time. 

622.  We  have  had  referred  to  us  similar  questions 
in  regard  to  the  paper  ciu-rency  I'esei-ve.  I  understand 
that  one  of  your  colleagues  in  the  office  is  going  to 
give  us  evidence  on  that  point  ? — Tes  ;  Mr.  Newmarch 
has  submitted  a  memorandum*  which  contains,  I  think, 
very  full  information.  If .  there  is  any  point  on  the 
subject  on  which  you  would  like  to  question  me,  of 
coui-se  I  would  answer  to  the  best  of  my  ability;  I 
have  been  familiar  with  it  for  a  good  many  years. 

623.  I  think  I  need  not  trouble  you  under  the 
circumstances  at  present,  but  possibly  other  members 
of  the  Commission  may  wish  to  ask  you  some 
questions.  Practically  the  system  which  is  established 
in  India  is  what  is  known  as  a  gold  exchange  system, 
is  it  not  ? — It  is  more  than  that,  I  should  say.  I  think 
the  ideal  gold  exchange  system  would  be  a  system 
under  which  there  were  central  stocks  of  gold  under 
the  management  either  of  the  Government  or  of  a 
very  responsible  central  bank  with  little  or  no  gold 
in  circulation.  The  Indian  system  departs  from  that 
in  that  it  tends  to  encourage,  and  has,  I  think, 
efEeotively  encouraged,  a  certain  circulation  of  gold, 
though,  as  I  explained,  I  cannot  say  to  what  amount. 
It  is  on  its  way  towai-ds  becoming  a  combination,  I 
should  say,  of  a  gold  exchange  system  and  a  gold 
currency  system. 

624.  In  so  far  as  it  is  a  gold  exchange  system  it 
economises  the  use  of  gold,  does  it  not  ? — Tes,  it  does 
to  a  considei-able  extent. 

625.  Might  it  not  be  thought  that  it  is  in  the 

interests  of  India  to  economise   the  use  of   gold? 

I  do  not  know  that  it  is  of  so  much  importance"  to 
India  ;  at  any  i-ate  it  is  not  of  more  importance 
to  India  than  to  the  rest  of  the  world  that  the  use  of 
gold  should  be  economised.  The  view  has  been  held 
that  gold  ought  to  be  used  freely  because  there  is  too 
much  of  it.  I  think  that  India  must  an-ange  her 
cun-ency  system  in  accordance  with  the  wishes  and 
convenience  of  the  people  concerned  without  thinking 
too  much  of  the  wide-reaching  economic  efEects. 

626  I  think  you  are  probably  right  in  saying  that 
the  Indian  public  must  have  what  the  Indian  public 
needs.  I  was  rather  asking  you  whether  the  Indian 
Government  had  an  interest  as  distinct  from  Indian 
individuals;  that  is  to  say,  whether  India  as  a  whole 
bad  an  interest  either  in  encoui-aging  the  use  of  gold 
01-  m  discouraging  it .?— I  think  that  the  Indian 
Government  as  representing  simply  the  interests  of 
tne  Indian  people,  have  an  -interest  in  conservina 
the  centi-al  stock   of    gold   or  of    sterling  assets,  so 
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that  it  may  taf  strong  enougli  to  meet  emergencies. 
Subject  to  tliat,  I  do  not  think  there  is  any  reason, 
from  the  point  of  view  of  the  Indian  Government, 
why  gold  should  not  be  freely  used  by  the  people  of 
India. 

627.  It  has  been  suggested  in  a  criticism  which  I 
have  seen  of  the  present  Indian  aiTangements  that  the 
keeping  of  gold  iu  London  tends  to  make  it  rather  a 
reserve  for  the  London  money  market  than  for  India, 
that  is  to  say,  that  London  discounts  the  presence  of 
this  gold,  that  the  London  position  is  the  weaker  in 
consequence,  and  that  that  injuriously  affects  India  ? — 
I  do  not  think  there  is'  any  substance  in  that.  Of 
course  the  influence  which  would  at  any  time  be  exerted 
on  the  Indian  stock  of  gold  held  in  England  woiild  be 
the  influence  of  the  Bank  of  England  and  of  the  joint 
stock  banks,  and  I  am  quite  sure  that  they  would  never 
count  on  the  use  of  Indian  gold  in  an  emergency  or 
desire  in  any  way  that  their  wishes  should  be  consulted. 
They  know  that  the  Secretary  of  State  has  to  be 
adamantine  in  his  resolution  to  think  only  of  Indian 
interests  in  these  matters,  and  that  he  is  adamantine. 

628.  I  go  now  to  the  allocation  of  the  reserves.  I 
gather  from  Appendix  III.  that  in  your  opinion 
London  is  clearly  the  right  place  to  hold,  at  any  rate, 
the  major  portion  of  the  gold  standard  reserve  ? — Yes. 

629.  The  objection  to  it  is  perhaps  rather  a  political 
one,  namely,  that  Indian  opinion  largely  feels  that  that 
is  some  disadvantage  to  India  ? — -What  view  is  held  by 
Indian  opinion  as  a  whole  I  cannot  say.  There  was  a 
proposal  made  in  the  Indian  Legislature  Council  that  a 
considerable  portion  should  be  held  in  India,  and  it 
certainly  was  supported  by  many  meinbers  ;  but  whether 
Indian  opinion  generally,  that  is,  the  opinion  of  the  great 
Indian  public,  concerns  itself  with  this  matter,  I  cannot 
say.  In  the  Indian  newspapers  I  find  very  little  on  the 
subject  except  when  particular  writers  who  are  interested 
in  the  matter  are  writing  very  freely.    . 

630.  One  of  your  reasons  for  objecting  to  having 
more  of  it  held  in  India  is  the  difficulty  of  earning 
interest  on  it  ? — Yes,  that  is  one  reason. 

631.  Am  I  right  in  thinking  that  though  that  is  a 
strong  reason  with  you  it  is  not  your  principal  reason  ? 
— The  main  consideration,  I  think,  is  that  the  resei-ve, 
wherever  it  is  held,  should  serve  the  purpose  which  it 
is  intended  to  serve.  I  think  holding  the  reserve  in 
London  does  tend  to  ensure  that  the  sterling  portion 
of  it  shall  be  tised  for  the  purpose  of  supporting 
exchange. 

632.  Then  your  argument  is  that  when  needed  for 
the  purpose  of  supporting  exchange  it  is  needed  in 
London  ? — It  is  needed  in  London. 

633.  Therefore  it  had  better  be  kept  where  it  is 
needed  F — Yes. 

634.  And  that  has  the  incidental  advantage  of 
enabling  you  to  eaim  interest  on  it  to  a  larger  extent 
than  would  be  the  case  in  India? — In  India  you  could 
scarcely  earn  interest  at  all.  If  it  were  held  in  India 
it  would  have  to  be  held  in  gold,  I  think. 

635.  I  think  you  have  already  said  that  you  would 
like  to  reduce  the  holdings  of  Ooiisols  and  such  like 
securities  which  are  not  repayable  at  a  fixed  date  ? — 
Yes  ;  I  mentioned  in  a  marginal  note  to  paragraph  6  of 
Appendix  III.  (page  88)  that  after  31st  March,  which  is 
the  date  to  which  the  statements  go,  we  sold  Consols 
for  half  a  million  and  bought  short-dated  securities  in 
their  place. 

636.  Now  if  you  have  very  large  holdings  of  short- 
dated  securities  woiild  you  always  be  certain  that  you 
could  realise  them  ? — I  think  so. 

637.  The  presumption  being  that  the  moment  at 
which  you  want  the  money  is  the  moment  of  what  I 
may  call  international  money  stringency  ?— It  might 
be  or  it  might  not  be. 

638.  Assuming  the  case  that  it  was ;  assume  a  crisis 
like  1907  P — ^In  1907  we  had  to  take  from  the  gold 
standai-d  reserve,  roughly,  nine  milhons ;  not  only  had  we 
no  difficulty  in  getting  that  nine  millions,  which  mostly 
came  from  realising  securities,  but  we  had  an-anged  to 
sell  more  securities.  We  had  to  cancel,  or  we  did 
cancel  whether  wisely  or  not,  the  sale  that  we  had 
arranged,  so  that  we  were  in  no  way  held  up  by  the 
difficulty  of  realisation.    Since  then— and  that  is  a  good 


basis  of  comparison,  because  there  was  a  very  bad  crisis 
at  that  time — the  whole  reserve  has  come  into  a  much 
more  realisable  form,  and  if  we  had  to  present  our  six 
months'  treasury  bills  I  do  not  think  anyone  can  doubt 
that  if  they  were  then  due  they  would  be  paid,  or  if 
they  were  some  months  short  of  being  due  that  the 
Bank  of  England  would  discount  them  for  us  at  a 
proper  rate.  Our  next  Kne  of  defence  would  be 
exchequer  bonds,  which  would  have  perhaps  two  years 
to  run.  I  do  not  think  there  is  any  reasonable  doubt 
that  we  should  be  able  to  reahse  our  exchequer  bonds. 
Then  there  are  other  bills  which  have  been  issued  by 
Colonial  Governments,  and  I  cannot  conceive  that  we 
should  find  difficulty  in  realising  them. 

639.  Do  yoii  consider  that  you  ought  to  hold  any 
fixed  proportion  of  the  gold  standard  reserve  in  gold 
itself  ? — I  think  the  real  argument  for  holding  a  certain 
amount  in  gold  is  an  argument  which  is  set  forth  in 
one  of  these  papers  that,  unfortunately  from  our  point 
of  view,  perhaps  fortunately  from  the  national  point  of 
view,  the  supply  of  short-dated  secui-ities  is  very  likely 
to  decrease.  It  is  the  policy  of  the  Treasury,  and  it 
has  been  for  many  years,  since  the  end  of  the  Boer 
War,  to  reduce  the  amount  of  Treasury  bills  in  exist- 
ence, and  it  is  quite  possible  that  10  years  hence  there 
may  be  no  Treasury  bills.  I  think  the  real  reason  for 
holding  any  gold  is  that  we  may  be  unable  to  find 
short-dated  securities  sufficient  for  the  pui-poses  of  the 
reserve. 

640.  As  long  as  you  can  find  sJiort-dated  secui'itiee 
you  personally  do  not  think  it  of  importance  to  hold 
any  part  of  the  reserve  in  gold  ? — No. 

641.  Of  course,  if  you  hold  very  large  sums  in 
Treasury  short-dated  securities  the  moment  at  which 
you  would  wish  to  realise  them  would  be  the  moment 
when  it  would  be  most  inconvenient  to  the  Treasury  to 
pay  off  those  bills  instead  of  renewing  them  ? — Fortu- 
nately for  us  the  Treasury  has  no  option  in  the  matter. 
If  we  present  our  bills  and  say  we  want  our  money,  then 
it  is  for  the  Treasury  to  issue  con'esponding  amounts  to 
the  public  in  order  to  find  the  money  to  pay  us. 

642.  The  Treasury  would  be  obliged  to  pay  you, 
would  it  ? — Yes. 

643.  But  the  effect  on  the  money  market  might  be 
vei-y  considerable  ? — Yes. 

•  644  The  Treasury  might  have  to  borrow  such 
amounts  at  very  considerably  enhanced  rates  ? — As  far 
as  we  were  concerned,  we  should  get  our  money  back 
at  par. 

645.  I  agree  that  India,  of  coui-se,  would  get  her 
money  back,  but  what  I  was  coming  to  was  that  the 
result  of  her  suddenly  demanding  this  large  sum  of 
money  at  a  time  when  it  was  very  inconvenient  to  find 
gold  would  have  no  direct  effect  on  the  repayment, 
which  would  be  certain,  but  might  have  an  indirect 
adverse  effect  upon  her  trade  ? — It  might. 

646.  It  might  help  to  produce  a  struigency  which 
might  be  very  injui-ious  ? — Yes.  May  I  however  mention 
a  point  which  is  really  of  great  interest  in  its  backward 
illustration  of  a  question  which  yon  put  to  meat  the 
beginning  ?  You  spoke  of  gold  having  to  be  found  at 
a  particular  moment,  and  of  the  stringency  that  might 
be  caused  thereby.  I  do  not  know  whether  you,  like 
the  Fowler  Committee,  use  gold  in  the  wider  or  in  the 
narrower  sense,  but  if  you  use  it  in  the  narrower 
sense  then  the  point  which  you  raise  suggests  this 
observation  to  me — that  no  need  for  actual  gold  arises 
when  India  has  to  realise  her  Treasury  bills  and  meet 
a  fall  in  exchange.  All  that  India  has  to  do  is  to 
make  the  payments  in  what  is  commonly  called 
banker's  money,  and  that  fact,  very  curiously,  critics  of 
our  Indian  system  have  frequently  overlooked ;  it  is  a 
fact  of  the  first  importance. 

647.  As  the  volume  of  Indian  trade  increases  must 
not  the  gold  standard  reserve  increase  in  some 
proportion  to  it  ? — It  ought  to  go  on  increasing,  and 
whenever  the  Secretary  of  State  has  thought  of  the 
matter  he  always  had  some  scheme  for  enabhng  such 
an  increase  to  be  effected.  One  method  is  to  add  all 
the  interest  on  the  investments,  if  any  of  it  is  still  held 
in  investments ;  another  thing  that  can  be  done,  and 
which  is  always  proposed  or  generally  proposed,  is  that 
at  the  time  when  the  whole  profits  on  coinage  cease  to 
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he  added  to  the  reserve,  a  propoi-tion  of  them,  say  a 
half,  should  go  on  being  added,  so  that  there  would  be 
a  continual  growth  of  the  total  of  the  reserve. 

648.  In  considering  these  different  alternatives  has 
anything  like  a  principle  been  evolved  which  shoidd 
govern  the  amount  to  be  aimed  at  ? — No,  I  think  that 
the  facts  are  so  luicertain  that  it  would  be  impossible 
to  arrive  at  a  principle.  Of  coui-se  you  know  that 
particular  figures  have  been  adopted — the  25  millions, 
for  example. 

649.  Tes ;  that  is  adopted  on  a  general  survey  of 
the  situation,  but  there  is  no  principle  that  would  lead 
to  the  expansion  of  that  sum  in  any  definite  proportion 
to  the  development  of  Indian  ti-ade,  is  there  ? — No ; 
it  is  very  uncertain.  If  a  great  part  of  it  were  held 
in  securities  one  sees  how  much  would  year  by  year  be 
added  by  way  of  interest,  but  how  much  would  be 
added  as  representing,  say,  half  of  the  profits  on 
coinage  one  does  not  know,  because  in  many  years 
there  would  be  heavy  coinage,  and  in  other  years  there 
would  be  no  coinage  at  all. 

650.  As  regards  the  Indian  branch  of  the  reserve, 
I  have  read  your  statements  in  Appendix  III.  on  this 
subject  (pp.  94-6).  Am  I  right  in  tlunking  that  in  effect 
it  is  really  a  sort  of  additional  paper  currency  reserve  ? 
— I  think  roughly  it  may  be  so  described.  Of  course 
every  analogy  faUs  at  some  point,  but  it  serves  very 
much  the  purpose  that  would  be  served  by  an  addition 
to  the  paper  cuiTency  reserve. 

651.  Might  it  not  be  desirable  to  increase  the 
paper  currency  reserve  instead  of  keeping  the  Indian 
branch  of  the  gold  standard  reserve  ? — That  would  not 
quite  serve  the  same  pm-pose  unless  other  altei'ations 
were  made  in  the  rules  regarding  the  paper  currency 
department.  I  should  like  to  explain  that  particular 
difficulty,  if  I  may,  as  it  is  a  little  intricate.  If  you 
have  rupees  in  the  paper  currency  reserve  you  can 
only  take  them  out  either  when  you  cancel  the  notes 
or  when  you  substitute  sovereigns  in  the  i-esei-ve. 
There  are  only,  if  I  may  put  it  metaphorically,  two 
keys  which  fit  that  particular  lock  and  enable  you  to 
get  your  rupees.  This  holding  of  the  rupees  in  the 
Indian  branch  of  the  gold  standard  resei-ve  is  guarded 
by  a  lock  that  can  be  opened  much  more  easily.  One 
can  simply  take  a  loan  and  repay  it  when  convenient, 
or  one  can  take  the  money  out  and  against  it  merely 
invest  in  securities  in  England.  It  is  very  often 
easier  to  get  at  those  rupees,  I  mean  quite  legitimately 
and  properly,  than  at  those  of  the  paper  currency 
reserve. 

652.  It  is  an  extension  of  the  uses  of  the  gold 
standard  reserve  beyond  anything  contemplated  by 
the  Fowler  Committee,  is  it  not  ? — Tes ;  it  is  quite  a 
new  departure.  I  need  scarcely  do  more  than  say,  in 
passing,  that  the  Fowler  Committee  dealt  vei-y  fully 
with  the  problems  which  had  arisen  when  it  was 
appointed,  but,  naturally,  they  could  not  deal  with 
problems  which  had  not  then  arisen. 

653.  It  is  the  diversion  of  a  portion  of  the  gold 
standard  reserve  from  its  primaiy  functions  ? — Tes, 
it  is. 

654.  Tou  find  a  necessity,  and  as  you  have  the 
gold  standard  reserve  you  apply  that  to  meet  it  ? — 
Tes,  and  that  was  done.  I  may  say  here  it  is  one  of 
the  subjects  on  which  there  has  been  exti-aordinary 
unanimity  between  successive  Secretaries  of  State  and 
successive  governments  of  India. 

655.  Has  there  been  no  difference  of  opinion  between 
the  Government  in  India  and  the  Government  at 
home  ? — On  very  small  points  there  has  been,  but  in 
substance  they  have  both  agi'eed  that  this  rapee  branch 
of  the  gold  standard  reserve  should  be  maintained. 
As  regards  the  exact  method  of  using  it,  there  have 
been  some  differences  which  I  think  have  been  unduly 
magnified,  and  in  any  case  they  have  ceased  now. 

656.  {Lord  Faber.)  Will  you  be  so  good  as  to  tell 
me  this — ^I  ought  to  know  it,  but  I  am  not  quite  sure. 
Can  gold  be  demanded  for  i-upees  at  the  rate  of  Is.  4(Z. , 
or  is  that  standard  kept  up  by  the  favour  of  the 
Government? — It  cannot  be  demanded.  The  Fowler 
Committee  considered  that  among  other  questions,  and 
rejected  the  proposal  for  complete  "legal  convertibility. 
The  practice  is  that  when  the  Govei-nment  has  gold  in 


India,  as  it  usually  has,  it  gives  it  out  freely  at  a 
particular  rate,  15  mpees  to  the  £ ;  and  m  addition  to 
that,  when  the  state  of  exchange  is  unfavourable,  it 
seUs  sterHng  exchange  on  London  for  rupees.  In  tho,se 
two  ways  it  provides  what  is  an  approach  to  converti- 
bility, but  not  absolute  convertibility. 

657.  Should  I  be  wi-ong  if  I  said,  under  those 
circumstances,  that  if  gold  cannot  be  demanded  at  the 
rate  fixed  by  the  Indian  Government — that  is,  at 
Is.  4fZ.  —  that  means  that  the  cun-ency  in  India 
ultimately  has  a  silver  basis  ?— I  do  not  think  so. 
It  would  be  on  a  silver  basis  if  the  owner  of  the 
silver  had  the  right  to  bring  it  to  the  Mint  to  be 
coined,  and  in  that  case,  of  course,  the  circuLating 
value  of  the  coin  would  be  equivalent  to  its  intrinsic 
value.  Now  there  is  no  such  right,  and  the  circulating 
value  of  the  i-upee  differs  very  greatly  from  its  intrinsic 
value.  I  believe  there  is  only  one  important  country 
now  on  a  silver  standard,  namely,  China.  Before  1893 
India  was  on  a  genuine  silver  standard  like  China. 

658.  Tou  rather  surprised  me  by  not  appearing  to 
think  there  would  be  very  much  difference  between 
holding  sterHng  securities  and  metallic  gold  ;  am  I 
wrong  in  saying  that  you  do  hold  that  opinion  ? — 
There  are  differences,  and  obvious  differences.  In 
what  connection  did  I  say  that  ? 

659.  Suppose  to-day,  instead  of  holding  metallic 
gold  in  India  you  hold  a  part  of  your  reserves,  say, 
10  millions,  in  sterling  securities,  and  it  became 
necessary  for  you,  in  oi'der  to  support  the  relative 
value  of  the  mpee  at  Is.  4(Z.  in  India,  to  sell  your 
10  mUlions  of  sterling  securities  in  London  and  get 
gold  for  them ;  do  you  think  you  could  do  that  in 
London  to-day  without  an  enormous  disturbance  of 
every  market  in  the  world  ? — First  of  all,  it  depends 
on  what  secui'ities  one  holds. 

660.  I  will  give  you  the  best  security  in  the  world 
— Treasury  bonds  ? — When  you  say  gold,  what  do  you 
mean  ? 

661.  Raw  gold,  metallic  gold  ? — There  is  no  need  to 
have  metallic  gold  for  our  purposes.  I  mentioned  that 
to  the  chaiiinan,  and  he  did  not  press  me  to  pursue 
the  point,  but  if  I  may  be  allowed  I  would  like  to 
explain  it,  because  it  is  a  point  of  the  very  first 
importauije. 

662.  If  you  please  ;  it  would  be  very  interesting  'f 
— May  I  explain  to  you  what  are  the  ciicumstances  in 
which  we  have  to  use  our  gold  standard  reseiTe  ? 
Ordinarily,  as  you  know,  India  has  a  favourable  balance 
of  ti-ade,  and  there  is  no  difficulty  for  any  person  in 
India  who  has  ordered  goods  to  be  imported  on  his 
account  to  get  sterling  exchange  in  order  to  pay  the 
vendor ;  but  occasionally,  perhaps  once  in  10  years,  or 
once  in  20  years,  India  has  an  unfavourable  balance  of 
trade,  and  then  it  is  quite  difficult  for  the  Indian 
importer  to  pay  the  vendor  from  whom  he  has  got  his 
Manchester  goods,  or  whatever  it  may  be.  It  is  then, 
when  the  holder  of  rupees  is  looking  about  for  sterling 
in  order  to  pay  his  debts  to  his  creditor  in  Manchester, 
that  a  fall  in  exchange  occiu-s.  I  hope  I  have  made 
that  clear. 

663.  I  see  that  with  the  foreign  trade  of  India,  but 
I  will  put  it  in  this  way.  Suppose  in  days  to  come  the 
holders  of  mpees  in  India  desired  for  some  reason  or 
other,  which  I  need  not  enter  into,  to  turn  their  rupees 
into  gold  at  the  rate  of  Is.  4d.,  could  they  say  to  the 

Govei-nment  of  India,  you  must  find  us  the  gold  ? We 

have  never  accepted  that  position. 

664.  How  are  you  ^oing  to  keep  the  exchange  up  if 
you  are  going  to  say,  when  gold  is  asked  for  against 
your  silver  at  Is.  M.,  you  will  not  give  it  ? — The  rate 
of  exchange  is,  as  you  know,  a  rate  of  international 
exchange,  and  when  one  speaks  of  the  French  exchange, 
the  Gei-man  exchange,  and  so  on,  one  means  the  mtio 
between  the  cuiTencies  of  two  particular  countries.  I 
think  you  accept  without  further  question  my  explana- 
tion of  how  it  is  in  the  case  of  the  external  trade. 

665.  I  do,  quite  ? — I  do  not  think  that  there  is  any 
country  in  the  world  that  has  ever  undei-taken  the 
fm-ther  obligation  which  you  suggest,  namely,  that  it 
should  give  silver  to  anyone  who  brings  gold,  and  gold 
to  anyone  who  brings  silver.  This  might  interest  you. 
A  scheme  for  doing  that,  and  setting  up  what  is  known 
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as  a  bimetalli*  shop — selling  silver  for  gold,  and  gold 
for  silver — has  appeared  once  in  a  very  interesting 
economic  work,  Tlie  Theory  of  Bimetallism,*  by  Sir 
David  Barbotu',  who  is  an  old  friend  of  many  members 
of  this  office.  He  suggested  that  as  a  sort  of  type  of 
what  perfect  bimetallism  would  be,  but,  according  to  my 
i-eooUection,  even  he,  enthusiastic  bimetallist  as  he  was, 
never  contemplated  that  any  one  country  should  ever 
sot  up  a  bimetallic  shop  on  that  basis,  because  it  would 
break  the  greatest  and  most  wealthy  countty  in  the 
world. 

666.  My  suggestion  is  that  you  are  on  a  gold  basis 
in  India,  really.  You  have  practically  put  yourself  on 
a  gold  basis  in  India,  I  should  have  ftiought,  by  saying 
that  you  will  pay  Is.  4:d.  for  a  rupee.  Does  that  not 
put  you  on  a  gold  basis  practically  ?  1  know  that  you 
cannot  run  gold  and  sUver  at  a  fixed  exchange  together, 
but  let  me  put  it  as  plainly  as  I  can  :  do  you  want  to 
pay  for  the  rupee  at  Is.  id.  in  gold,  or  do  you  not  ? — 
Do  you  mean  to  enter  into  a  legal  obligation  to  do  so  ? 

667.  I  do  ?  —  Then  my  answer  to  that  is  very 
simple — that  we  do  not  wish,  and  no  one  of  the 
authoritative  bodies  that  have  looked  into  the  Indian 
currency  has  ever  proposed,  that  such  a  legal  obligation 
should  be  undertaken ;  and  also,  if  you  do  not  mind 
my  repeating  it,  it  would  be  unique  in  the  history  of 
the  world. 

668.  (Sir  Robert  Chalmers.)  Can  you  get  Napoleons 
for  5-franc  pieces  in  France  ? — If  you  pay  for  them  I 
imagine  you  can. 

669.  But  not  by  law  ? — Not  by  law  at  a  fixed  rate. 

670.  Or  can  you  turn  the  silver  dollar  in  the 
United  States  into  gold  at  your  own  option  by  right  ? 
— I  believe  not. 

671.  Can  you  get  a  sovereign  by  law  for  20s.? — No. 

672.  Do  you  know  of  any  circumstances  by  which 
you  can  perform  that  operation  by  law  ? — No. 

673.  (Lord  Faber.)  In  all  those  countries  the  silver 
is  merely  token  money,  but  it  is  more  than  that 
apparently  in  India  ? — May  I  put  this  to  you  ?  You 
are  quite  right  in  saying  the  English  shilling  is  a  token 
shilling,  and  the  rupee  is  in  a  sense  a  token,  that  is  to 
say,  it  is  what  economists  call  over-valued.  It  differs 
from  other  tokens  merely  in  being  very  much  more 
widely  used.  It  serves  as  a  good  token  if  it  satisfies 
two  conditions,  first,  that  its  international  value  be 
maintained — and  that  I  think  you  know  we  provide  for 
adequately  ;  and  second,  that  the  person  in  India  who 
uses  it  should  not  use  it  very  unwillingly,  because  he 
much  prefers  another  form  of  money.  We  are  working 
up  to  satisfying  that  condition,  and  I  think  that  it  is 
to  a  great  extent  satisfied  now ;  I  do  not  say  that  it 
is  completely  satisfied,  but  so  far  as  it  is  not  that  is 
the  one  defect  that  I  should  admit  in  our  system,  or 
rather  in  the  stage  of  development  that  our  system 
has  reached. 

674.  With  regard  to  the  hoarding  of  gold  in  India, 
there  is  one  very  curious  feature  that  we  bankers  have 
come  across  ;  for  the  last  two  years  there  are  certain 
sovereigns  of  a  cei-tain  date  that  have  commanded  a 
very  large  premium,  1  or  2  per  cent,  in  England  for 
ti'ansmission  to  India,  because  the  Indian  princes  like 
certain  dates  of  sovereigns,  Victorian  sovereigns,  and 
they  are  willing  to  pay  the  1  or  2  per  cent,  premium  in 
India  for  those.  I  suppose  those  would  be  hoarded, 
would  they  not  ? — ^I  suppose  many  of  them  would  be. 
The  caprice  of  people  in  regard  to  coin  is  very  familiar 
in  all  countries,  and  I  think  especially  in  India.  It 
used  to  be  said,  and  I  have  no  doubt  it  is  the  case  now, 
that  the  pld  sovereign  which  had  a  spade  on  one  side, 
or  rather  a  shield  of  the  shape  of  a  spade,  was  always 
very  popular — I  do  not  know  why ;  perhaps  it  looks 
agricultui-al,  but  it  is  a  familiar  fact. 

675.  With  regard  to  Indian  gold  that  you  might 
have  at  home  in  the  Bank  of  England,  I  apprehend 
that  your  gold  when  it  is  put  there,  is  earmarked  for 
Indian  purposes  alone  ? — Yes. 

676.  It  would  not  be  published  therefore  in  the 
gold  reserves  which  come  out .'' — When  we  earmark 
gold  the  Bank  of  England  publish  the  fact  in  the  same 
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way  that  they  publish  the  fact  that  so  much  gold  has 
gone  to  the  Argentine. 

677.  Now  with  regard  to  the  gold  standard  again, 
may  I  put  this  to  you :  if  the  Indian  Government 
makes  certain  sums  of  money  by  purchasing  silver 
bullion  and  turning  it  into  rupees,  may  it  not  lose 
much  of  it  by  purchasing  the  necessary  gold  to  satisfy 
the  holders  of  the  rupees  ? — I  do  not  see  how  it  can 
lose.     At  what  stage  ? 

678.  There  again  I  am  getting  on  to  the  i-ather 
controversial  ground  of  convertibility.  I  should  have 
thought  that  if  you  made  money,  in  the  first  instance, 
by  buying  bullion  and  selling  rupees,  you  might,  if 
there  were  a  large  run,  tui-ning  your  rupees  into 
sovereigns  again,  be  faced  with  a  loss.  If  you  make 
money  with  one  hand  cannot  you  lose  it  with  the 
other  ? — I  think  I  know  what  you  mean,  and  I  think 
you  will  agree  that  this  is  a  shghtly  more  correct  way 
of  putting  what  is  in  your  mind.  You  make  that 
profit  obviously  in  rupees ;  it  may  be  that  when  you 
want  to  convert  those  rupees  into  sterling  money 
in  some  way  or  other  people  will  not  buy  then: 
of  you  at  Is.  4d.  In  that  case  you  will  not  sell  them 
at  a  loss.  I  think  you  were  assuming  that  at  that 
stage,  if  one  could  not  sell  them  at  Is.  4cJ.  one  would 
sell  them  at  Is.  3d.  What  would  actually  happen 
would  be  that  one  would  hold  them  in  suspense,  and 
if  things  went  very  bad  at  that  moment,  and  continued 
bad,  it  might  be  a  considerable  time  before  you  would 
really  have  your  profit  in  the  form  of  sterling — it 
would  be  held  in  suspense  in  useless  rupees  tempo- 
rarily, I  think  that  is  the  danger  that  you  were  really 
thinking  of. 

679.  If  for  the  moment  it  is  undesirable  for  you 
to  realise  youi-  rupees,  should  not  all  money  made  by 
the  currency  be  kept  for  the  currency  alone  ?  You 
could  not  surely  use  any  of  it,  even  for  such  a  benevolent 
pnrpose  as  the  helping  of  railways.  Would  you  tell  me 
if,  in  your  opinion,  it  would  be  wise  to  keep,  say, 
20  millions  of  gold  in  India  and  10  milhons  in  London, 
and  that  everything  else  that  you  make  out  of  the 
currency  should  go  into  sterling  securities,  not  to  be 
sold  necessarily,  the  interest  on  those  sterling  securities 
going  to  the  good  of  India  ? — I  should  not  like  that 
at  all  for  a  number  of  reasons.  I  should  not  like  the 
20  millions  to  be  held  in  India  in  gold,  partly  because 
it  would  earn  no  interest — you  may  think  that  a  good 
reason  or  a  bad  reason,  but  still  it  is  my  reason,  such 
as  it  is  ;  and  partly  because  to  send  it  out  to  India 
when  its  real  purpose  would  be  only  to  be '  sent  back 
again  would  seem  to  me  to  be  a  very  wasteful  pro- 
ceeding indeed.  That  is  as  regards  your  20  millions 
sterling  in  India.  As  regards  the  10  millions  sterling 
in  England 

680.  In  gold  ? — Yes  ;  I  think  that  is  more  than 
there  is  any  occasion  to  keep  in  gold,  because  if  one 
can  get  the  right  sort  of  securities.  Treasury  bills, 
and  so  on,  which  in  time  of  need  one  would  have  to 
sell  for  bankers'  money,  and  not  for  gold,  it  is  on  the 
whole  more  advantageous  to  keep  a  smaller  sum  in 
gold  in  England.  As  regards  your  further  point,  if  you 
agree,  as  I  am  sure  you  will  agree  on  further  consider- 
ation, though  perhaps  not  at  present,  that  at  some 
time  you  will  have  reached  the  highest  reasonable 
limit  that  any  one  can  think  necessary  for  the 
accumulation  of  this  fund,  then  it  would  be  wasteful 
to  go  on  accumulating  the  fund  beyond  the  real 
necessity  when  you  can  use  the  money  for  other 
purposes,  and  for  purposes  for  which  it  is  very 
urgently  required. 

681.  As  we  are  all,  I  think,  pretty  well  agreed  that 
the  first  thing  we  must  consider  is  the  safety  of 
exchange,  does  it  matter  whether  you  lose — I  am 
speaking  generally  now — even  so  much  as  a  million 
a  year  in  interest  so  long  as  you  make  sure  of  the 
exchange  being  kept  firm  ?  You  would  lose  a  million 
a  year,  I  allow,  on  the  20  millions,  on  the  one  hand , 
and  the  10  millions,  on  the  other,  and  my  commercial 
mind  does  not  like  that  as  a  rule ;  but  still,  for 
the  sake  of  safety,  I  should  be  willing  to  keep  the 
whole  in  gold.  What  do  you  think  of  it  ? — I  feel 
confident  that  if  one  handles  the  resei-ve  properly, 
and  invests   such  portion  of  it  as   one   does  invest, 
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hi  suitable  secui-ities,  the  money  required  would  be 
forthcoming  when  it  is  wanted.  Even  if  I  had  no 
experience  to  go  on,  I  should  think  that  on  a  priori 
grounds  ;  I  think  it  the  more  strongly  because  I  may 
say  I  personally  have  been  through  the  experience  of 
this  crisis  of  1907-8,  the  very  exceptional  severity  of 
which  you  cannot  doubt  after  the  figures  that  I  have 
put  before  you. 

682.  I  think  in  that  period  which  you  were  good 
enough  to  tell  us  about  there  was  only  one  bad 
monsoon  year;  suppose  we  had  three  bad  monsoons 
one  after  the  other,  where  would  you  have  been  then  F 
— I  refer  you  again  to  the  history  of  the  last  40  years 
that  is  given  in  the  various  supplementary  tables,*  and 
say  that  in  the  same  way  as  no  business  man,  however 
pinident,  conducts  his  business  on  the  assumption  that 
in  one  year  there  will  be  a  war  between  France  and 
Germany,  in  the  next  year  a  war  between  America 
and  Japan,  and  iu  the  third  year  a  war  between  Great 
Britain  and  some  other  power ;  so  one  ought  not — it 
would  be  an  excess  of  prudence,  and  indeed  nervous- 
ness— to  carry  on  the  afEaiM  of  a  Government  on  the 
assumption  that  this  series  of  calamities  is  to  be 
provided  against. 

683.  I  think  you  said  that  in  one  year  of  very  bad 
trade,  1907-8,  you  wanted  13  millions  ? — More  than 
that;  I  think  the  pi-oper  figure  is  roTind  about  18 
millions.  That,  if  you  please,  is  two  years,  as  it 
extended  over  the  autumn  of  one  year  and  the  greater 
part  of  the  next  year. 

684.  {Sir  Bobert  Chalmers.)  The  rupee  is  taken  at 
Is.  4d.  in  exchange  ? — Tes. 

685.  In  that  very  simple  way  it  differs  from  a 
shilling,  which  is  only  worth  12d.  in  exchange  ? — ^Yes. 

686.  Except  that  the  12d.-bit  is  a  limited  tender  in 
England,  is  there  any  essential  difference  between  that 
and  a  Is.  ^d.-hit,  if  you  had  such  a  coin  ? — No, 
except  that,  in  practice,  as  you  know,  the  Government 
has  uudei-taken  the  support  of  the  rupee  in  times  of 
difficulty,  and  by  so  doing  has  created  an  expectation 
that  it  would  do  so  iu  future  times  of  difBlculty.  Except 
for  that  there  is  no  difference. 

687.  There  are  analogies  with  the  rupee  in  other 
parts  of  the  world  where  you  have  unlimited  tender, 
such  as  the  West  Indies  and  West  Africa,  for  instance  ? 
— Tes. 

688.  Would  you  agree  that  the  fact  of  this 
unlimited  tender  would  be  the  most  distinctive 
difference  between  the  rupee  and  the  shilling  ? — Tes. 

689.  In  regard  to  the  gold  standard  reserve,  I 
understood  you  to  agree  that  its  primary  purpose  was 
to  maintain  the  exchange  with  London  ? — Tes. 

690.  The  need  of  providing  the  natives  of  India  and 
other  persons  with  sovereigns  was  a  secondary  one  ? — 
Quite  so. 

691.  The  object  of  the  gold  standard  reserve  was  to 
build  up  a  protection  for  the  parity  of  exchange  at 
Is.  U.  ?— Tes. 

692.  I  think  you  said  there  was  a  great  deal  of 
unanimity  between  all  Secretaries  of  State  and 
successive  Governments  of  India  as  regards  the  sum, 
I  think  it  is  four  milKons  sterling,  that  is  used  from 
the  gold  standard  reserve,  or  has  been  used,  for  the 
purchase  of  silver,  and  is  kept  in  a  silver  form  in 
India  ? — Tes. 

693.  It  may  be  useful  to  the  Government  of  India 
to  get  it  so,  but  it  surely  is  wholly  diverse  from  the 
purposes  of  the  gold  standard  reserve  to  use  your 
sovereigns  to  buy  silver  and  keep  your  silver  in  India  ? 
I  do  not  enter  into  the  reasons,  but  it  is  so,  is  it  not  ? 
— I  do  not  know  what  importance  you  attach  to  it, 
but  if  one  is  to  maintain  the  parity  of  the  rupee  and 
the  sovereign,  one  has  to  prevent  the  rupee  from  going 
down,  and  one  also  has  to  prevent  the  rupee  from  going 
up.  Some  authorities  held  in  1893,  when  the  Mints 
were  closed,  that  it  would  be  a  good  thing  to  let  the 
rupee  rise  up  to  Is.  6d.,  and  that,  though  it  was  an 
arguable  proposition,  was  never  accepted.  If  you  have 
this  extra  stock  of  rupees  in  the  gold  standard 
reseive  it  is  an  extra  safeguard  against  the  rupee 
soing  above  Is.  4a!.,  which  is  a  point  of  no  incon- 
siderable importance. 

~"  *  See  e.g.,  Appendix  IV.,  page  107, 


694.  Would  you  agree  that  there  is  a  certain 
amount  of  anomalous  appearance  in  using  gold  to 
purchase  silver  as  a  means  of  maintaining  a  gold 
standard  ? — If  you  say,  as  a  means  of  maintaining  a 
gold  standard,  and  imply  by  that  preventing  the  rupee 
from  going  down,  I  should  quite  agree  with  you, 
but  I  may  say  that  I  am  quite  serious  in  mentioning 
that  to  prevent  the  i-upee  from  going  up  beyond  this 
Is.  4d.  is  a  matter  of  some  importance. 

695.  I  will  pass  now  to  the  other  reserve  you  have 
got,  the  paper  cun-ency  reserve.  Does^  the  paper 
cun-ency  consist  of  notes  which  are  issued,  and 
which  are  payable  in  sUver  mpees  by  law  ? — No  ;  that 
is  the  view  which  is  often  mentioned  by  critics  or 
students  of  the  Indian  system,  but  it  is  not  absolutely 
correct.  The  note  is  payable  in  legal  tender  money  of 
the  Government  of  India,  and  the  Government  of  India 
has  therefore  the  option  of  paying  either  in  rupees  or 
in  sovereigns,  whichever  it  pleases.  It  would  be  a  very 
arbitrary  thing  for  the  Government  of  India,  among  a 
rupee-using  population,  to  insist  on  paying  sovereigns, 
so  that  the  real  fact  and  what  you  stated  in  your 
question  come  very  close  together,  but  what  you  steted 
was  not  absolutely  correct. 

696.  I  am  obliged  to  you  for  your  answer — the 
position  being  in  fact  very  closely  analogous  to  that 
which  exists  in  France  as  regards  the  payment  of  a 
Bank  of  France  note  ? — Tes. 

697.  They  could  pay  in  gold  or  in  five-franc  pieces 
at  their  option  ? — Tes. 

698.  How  did  you  come  to  the  plan  of  having  first 
an  English  branch,  a  London  branch,  of  the  paper 
currency  reserve  ? — It  originated  in  some  correspon- 
dence between  the  India  Office  and  the  Government  of 
India,  which  I  think  you  will  see  in  papers  that 
Mr.  Newmarch  is  submitting  (see  Note  III.  to  Ap- 
pendix VIII.,  pp.  284-8).  The  objects  aimed  at — and 
that  I  imagine  is  all  your  question  is  intended  to -get 
from  me — were  two.  One  object  was  that  when  silver 
has  to  be  bought  because  the  rupees  in  the  paper 
currency  resei-ve  are  very  low,  it  is  an  advantage  to  be 
able  to  take  out  gold  from  the  portion  of  the  paper 
cm-rency  reserve  held  in  London,  and  hiij  silver  with 
that ;  it  is  a  most  expeditious  and  convenient  way  of 
doing  it.  Then,  secondly,  there  are  occasions  when  it 
is  desirable  to  use  that  gold  for  the  purpose  of 
supporting  exchange. 

699.  By  transfer? — Tes,  you  know  the  nature  of 
the  transfer,  do  you  not  ? 

700.  Tes.  There  are  statutes  that  govern  the 
paper  currency  reserve,  are  there  not." — There  is  a 
consolidated  statute. 

701.  As  regards  the  gold  standard  reserve  there  are 
no  statutes  ? — No. 

702.  That  is  at  the  immediate  discretion,  subject  to 
publicity,  of  the  Government  of  India  and  the  Secretary 
of  State  in  Council  ? — ^Tes. 

703.  Have  you  thought  at  all  about  taking  steps  to 
give  legislative  sanction  to  the  arrangements  under 
which  the  gold  standard  reserve  is  dealt  with  ? — No. 

704.  I  want  to  ask  your  opinion  now,  if  I  may,  on 
a  question  of  a  somewhat  hypothetical  chai-acter.  Ton 
have  got  a  gold  standard  resei-ve  which  holds  silver  in 
India  ? — Tes. 

705.  And  you  have  got  a  paper  currency  reserve 
which  has  got  gold  in  London  ? — Tes. 

706.  Would  it  be  possible,  in  youi-  judgment,  to 
brmg  together  those  two  things,  the  paper  currency 
reserve  and  the  gold  standard  reserve,  under  commis- 
sioners obeying  statutes,  very  much  as  the  Issue 
Department  with  us  in  England  ? — Tes. 

707.  In  fact  to  have  Commissioners  dealing  with 
the  issue  of  notes  in  India  and  with  the  maintenance  of 
the  gold  standard  exchange  ?— No  doubt  it  would  be  a 
prapticable  thing  to  do,  but  before  any  Act  constituting 
such  Commissioners  could  be  advantageously  passed, 
or  even  introduced,  it  would  be  desirable  to  have 
considerable  unanimity  as  to  what  the  system  should 
be.  As  you  realise,  the  work  that  we  have  done  during 
the  last  15  years  in  building  up  this  system  has  been 
pioneer  work,  and  from  time  to  time  there  have  teen 
different  views  taken,  possibly  even  mistakes  have 
been  made.     It  is  much  easier  to  legislate  for  a  paper 
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oiirrency  and^pfco  put  that  into  the  hands  of  Com- 
missioners, because  it  is  worked  on  very  simple  lines, 
than  to  legislate  in  that  way  for  a  gold  standard 
reserve,  the  nature  and  application  and  location  of 
which  are  to  some  extent  matters  of  controversy. 

708.  Apart  from  controversy,  you  would  be  pre- 
pared to  agree  that  very  cogent  arguments  are  necessary 
to  deny  the  claim  for  the  statutory  organisation  of  the 
gold  standard  reserve  at  the  point  we  have  now  reached  P 
— ^It  is  partly  a  question  of  the  habits  of  people's 
minds.  When  one  is  dealing  with,  say  the  Crown 
Colonies  such  as  Singapore  and  West  Africa,  one's 
thoughts  immediately  turn  to  a  statute  which  is  to 
regulate  the  behaviour  of  Currency  Commissioners  or 
other  similar  bodies  perhaps  with  rather  different 
names.  In  India  it  has  not  been  the  practice  to  any 
great  extent  to  create  bodies  of  that  kind  with  strict 
legislative  definition  of  their  functions,  and  to  the 
Indian  official,  and  to  the  Indian  public,  the  absence 
of  such  a  statutorily  constituted  body  to  deal  with  the 
gold  standard  reserve  does  not,  as  a  rule,  appear 
striking,  I  should  say. 

709.  To  the  public  might  it  not  seem  an  added 
guarantee  ? — It  might.  It  is  really  a  question  of 
public  opinion.  The  Karachi  Chamber  of  Commerce, 
as  you  know,  thinks  that  the  mangement  of  the  gold 
standard  reserve  should  be  defined  by  statute  ;  that  is 
in  the  papers  that  have  been  circulated.  I  think  it  is 
the  only  body  that  has  made  such  a  proposal. 

710.  As  regards  the  holding  of  gold  in  India,  are 
you  quite  clear  that  as  a  matter  of  mere  economics  it 
would  be  wrong  to  hold  your  stock  of  gold,  whatever 
may  be  its  amount,  away  from  the  spot  at  which  it 
could  be  required? — Ton  say  as  a  matter  of  economics 
— ^yes. 

711.  Would  there  be  any  other  argument  in  your 
opinion  on  the  other  side,  except  one  of  what  we  may 
call  a  national  sense  P — No,  absolutely  no  argument  at 
all  ex;cept  that. 

712.  In  your  opinion  P^In  my  opinion. 

713.  (Sir  Ernest  Cable.)  A  good  deal  has  been  said 
this  morning  about  the  silver  held  in  India  and  the 
gold  standard  reserve,  but  I  notice  that  in  Appen- 
dix III.  you  mention  that  the  arrangements  we]?e 
perfected  which  would  avoid  hasty  coinage  in  future  ; 
I  think  it  was  one  of  the  objects  of  that  reserve  to 
avoid  hasty  coinage  P^That  was  one  object. 

714.  I  understand  also  from  Appendix  III.  that 
the  arrangements  were  effected  by  which  any  hasty 
coinage  will  be  avoided  ;  is  there  any  longer  any  reason 
on  that  account,  at  all  events,  for  holding  silver  in  the 
gold  standard  reserve  in  India  P — I  do  not  think  that 
tibat  reason  is  now  a  good  one  for  holding  the  Indian 
blanch,  but  in  Appendix  III.  I  have  given  a  whoUy 
different  reason,  which  I  think  is  a  good  one,  that  is 
to  say,  it  pi-ovides  in  a  way  which  otheiTsdse  might  not 
be  easy  to  provide,  for  the  expansion  of  the  currency 
at  particular  times. 

715.  When  you  coined  this  silver  and  kept  it  in  the 
gold  standard  reserve  there  was  some  profit  on  the 
coinage ;  did  you  credit  the  gold  standard  reserve  with 
the  profit  ? — It  is  rather  the  other  way  round.  When 
certain  silver  was  being  coined,  and  I  think  coined 
mainly  to  put  into  the  paper  currency  reserve,  there 
was  a  profit  on  it,  a  profit  which  naturally  accrued,  in 
the  first  instance,  in  the  form  of  so  many  extra  rupees, 
and  these  extra  rupees  were  kept  in  the  Indian  branch 
of  the  gold  standard  reserve,  and  formed  the  Indian 
branch.  Tou  pay  a  certain  sum  which  is  equivalent, 
say,  to  100  rupees  in  order  to  buy  silver,  and  then  you 
get  silver  out  of  which  you  coin,  say,  130  or  160  rupees, 
and  the  odd  30,  or  the  odd  60,  is  the  profit. 

716.  And  that  is  now  credited  in  the  reserve  P — 

Tes. 

717.  I  do  not  think  the  reasons  for  the  location  of  the 
gold  standard  reserve  were  quite  brought  out  this  morn- 
ing. Do  you  not  think,  even  at  the  cost  of  losing  some 
iiit'erest,  that  if  it  did  buttress  public  confidence,  so  to 
speak,  it  would  be  advisable  to  keep  a  large  sum  in 
cash  in  India  ?— I  think  that  the  only  thing  to  be  said 
in  favour  of  that  is  that  a  certain  number  of  people 
might  like  it  and  feel  then- national  sentiment  gratified. 
Since  it  would  involve  a  very  considerable  expenditui-e 


one  way  or  another,  even  if  it  were  merely  the  expen- 
diture required  in  order  to  take  the  money  out  and 
then  in  times  of  need  bring  it  home  again,  I  think  that 
I  should  be  rather  slow  in  meeting  that  sentiment 
unless  its  existence  were  much  more  clearly  demon- 
strated than  it  now  is. 

718.  In  paragraph  9d  of  Appendix  III.  (pp.  89-90) 
you  gave  as  one  of  the  reasons  for  not  holding  the  gold 
standard  reserve  in  India,  that  the  gold  would  not 
be  exported  but  wotdd  pass  into  use  in  India  for 
circulation  and  other  purposes,  and  on  this  ground 
you  hold  that  the  gold  has  failed  to  fulfil  its 
original  object,  namely,  the  maintenance  of  the  par 
value  of  the  rupee  ;  but  is  it  not  the  fact  that  by  the 
issue  of  gold  on  the  one  hand,  and  on  the  other  the 
corresponding  withdrawal  of  the  rupee,  the  gold  value 
of  the  rupee  would  be  raised  ? — That  is  a  view  which  I 
have  often  heard,  but  with  which  I  do  not  agree, 
assuming  that  you  mean  immediately  raised.  The 
mere  fact  that  the  number  of  rupees  in  circulation  is 
reduced,  and  the  number  of  sovereigns  in  cii-oulation 
or  available  for  circulation  is  increased,  does  not  seem 
to  me  to  affect  materially  the  exchange  value  of  the 
rupee.  As  I  was  explaining  to  Lord  Faber,  and  I 
think  he  quite  accepted  the  explanation,  the  exchange 
value  of  the  rupee  in  the  iatemational  sense,  depends 
on  the  balance  of  international  trade  and  international 
indebtedness,  and  an  alteration  of  the  mere  quantum 
of  rupees  in  circulation  does  not,  I  think,  affect  it.  I 
quite  admit  that  if  that  alteration  in  the  quantum  of 
rupees  affects  prices  in  India  and  affects  the  amount 
of  export  trade  and  so  on 

719.  It  would  cause  a  fall  in  prices  P — That  then  it 
does  tend  to  steady  exchange.  But  such  a  fall  in 
prices  as  you  suggest,  would  probably  occur  rather 
slowly,  whereas  an  exchange  difficulty  should  be  set 
right  with  the  least  possible  delay. 

720.  I  think  Lord  Faber  suggested  certain  figures 
to  which  the  gold  standard  reserve  should  be  raised  ; 
of  course,  it  is  impossible  to  fix  any  limit  to  that, 
and  in  fact  I  do  not  think  he  attempted  to  do  so, 
and  the.  only  way  to  do  it  would  be  to  hold  fre- 
quent conferences  with  chambers  of  commerce  and 
so  to  get  their  views  as  to  the  amount  that  should 
from  time  to  time  be  held  in  the  gold  standard  reserve  ; 
what  would  you  say  to  that  ? — I  am  always  in  favour 
— and  I  may  say  that  I  have  been  in  every  branch  of 
my  work  at  the  India  Office — of  frequent  consultation 
orally  as  well  as  by  letter  with  the  qualified  representa- 
tives of  the  commercial  community.  If  from  time  to 
time  there  were  a  discussion  between  the  India  Office 
and  the  leading  naembers  of  the  commercial  community 
at  Calcutta  or^  Bombay,  I  think  it  would  be  to  the 
advantage  of  all  parties  concerned — it  would  help 
to  solve  that  particular  question  that  you  mentionad, 
and  would  probably  remove  misunderstandings. 

721.  Sir  Robert  Chalmers  asked  you  about  the 
aiualgamation  of  the  two  reserves;  I  think  he  dealt 
with  the  question  xaore  from  the  point  of  view  of 
administration,  but  I  should  like  to  ask  whether  there 
would  not  be  a  practical  advantage  from  the 
business  point  of  view  in  amalgamating  the  two 
reserves  i* — I  think  in  some  ways  it  would  be  a  con- 
venient thing  to  amalgamate  them,  but  there  are  some 
considerations  on  the  other  side.  Tou  know,  no  one 
better,  how  very  sensitive  and  conservative  Indian 
public  opinion  is  in  these  matters.  To  mix  up  a 
paper  cuiTency  reserve  which  serves  one  purpose,  and 
a  gold  standard  resei-ve  which  serves  another  purpose, 
might  shake  Indian  public  opinion.  Then  there  is 
also  a  practical  danger  in  the  way  of  amalgamation, 
which  perhaps  you  have  thought  of,  but  I  might 
mention  it.  As  I  was  saying  before,  the  paper  currency 
gold  is  meant  to  flow  out  in  good  times  and  the  gold 
standard  reserve  gold  or  securities  to  be  held  as  a 
reserve  until  bad  times  come.  If  you  amalgamate 
those  two  reserves,  which  have  gold  that  has  to  be 
used  for  quite  different  purposes,  you  may  fail  to 
notice  the  difference  of  the  two  purposes,  and  you  may 
treat  the  whole  of  them  as  though  held  for  the  same 
object.  I  do  not  say  that  that  is  an  insuperable 
difficulty,  but  at  any  rate  it  is  a  danger  which  has  to 
be  borne  in  mind. 
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722.  Do  you  consider  that  the  increase  in  the 
quantity  of  gold  in  circulation  in  India  would  pro- 
vide a  reserve  against  a  falling  exchange,  and  there- 
fore it  might  be  desirable  to  encourage  the  circu- 
lation of  gold  ? — There  is  a  certain  advantage  in  it. 
I  myself  rather  hold  the  view  which  has  been  put 
forward  by  many  eminent  writers  that  what  you  may 
•;';ill  the  waistcoat-pocket  money  of  the  population  is 
not  of  much  use  for  stead3ring  foreign  exchanges,  and 
that  if  one  is  in  the  habit  of  carryiug  5Z.  in  one's  purse 
one  goes  on  carrying  ol.  in  one's  purse  whatever  the 
international  situation,  and  that  sort  of  money  does 
not  come  out  at  a  time  of  crisis  or  of  a  falling  foreign 
exchange.  B>it,  of  course,  that  is  a  doctrine  that  has 
to  be  pushed  only  up  to  a  certain  limit ;  occasionally 
that  circulating  money  is  of  some  use. 

723.  (Sir  Robert  Chalmers.)  That  was  the  view 
taken  by  Lord  Goschen  when  he  was  Chancellor  of  the 
Exchequer,  was  it  not,  nearly  25  years  ago,  at  Leeds  ? 
— Tes.  It  is  one  of  the  few  doctrines  under  discussion 
now  on  which  one  has  an  expression  of  opinion  from 
one  whom  I  may  call  my  late  colleague  Mr.  John  Stuart 
Mill.  He  was  very  strong  on  the  comparative  in- 
effectiveness for  steadying  foreign  exchanges  of  the 
gold  that  is  in  actual  circulation ;  the  passage*  has 
often  been  quoted. 

724.  (Sir  Ernest  Cable.)  It  has  been  stated  by  some 
people  that  gold  is  becoming  scarcer  and  that  the 
Indian  absorption  of  gold  is  regarded  with  alarm  in 
some  quarters ;  is  it  not  the  fact  that  the  production 
of  gold  during  the  last  10  years  has  increased  at  a 
faster  rate  than  the  trade  of  the  world  ? — I  cannot 
say  that  it  has  increased  faster  than  the  trade  of  the 
world,  but  I  know  that  the  increase  in  gold  production 
has  been  very  great  indeed.  The  fact  of  prices  going 
up  is  probably  an  indication  that  gold  production  has 
increased  faster  than  trade. 

725.  Tou  have  stated  in  your  memorandum  that  if 
you  were  asked  to  give  evidence  as  to  how  the  silver 
purchases  were  regulated  you  would  explain  the 
improved  system.  Will  you  kindly  give  us  that 
information  ? — In  answer  to  the  Chairman  I  referred 
to  the  memorandum  of  1910,  and  I  really  think  that 
all  that  is  of  considerable  importance  is  to  be  found 
in  that  memorandum  (see  Enclosure  to  Despatch  to 
the  Government  of  India,  No.  25,  of  18th  Febi-uary 
1910,  Appendix  V.,  pp.  188-94).  Of  course,  you  have 
to  read  it  with  the  letter  from  the  Government  of 
India,  in  which,  subject  to  some  slight  reservations,  they 
accepted  the  principles  of  the  memorandum.  (See 
No.  48,  dated  29th  Febi-uary  1912,  page  195). 

726.  To  take  you  back  for  one  moment  to  your 
evidence  of  the  other  day,  you  stated  that  the  Mahratta 
Railway  loan  was  not  going  well ;  do  you  not  think 
that  a  4  per  cent.  Government  railway  bond  with 
the  interest  secured  on  the  Government  railway  re- 
venue, and  paid  within  a  fixed  period,  would  be  a 
most  popular  security  and  would  procure  for  the 
Government  all  the  funds  they  need  for  railways  ? 
— If  one  were  considering  merely  one  year's  opera- 
tions, I  have  no  doubt  that  an  issue  of  terminable 
bonds  would  be  very  proper,  but,  as  I  think  I  have 
mentioned,  or  as  I  intended  to  mention  if  it  were  put 
to  me,  if  you  have  an  illimitable  series  of  years  in 
each  of  which  you  have  to  borrow  money,  and  then 
you  create  a  series  of  terminable  obligations,  when  the 
time  comes  at  which  the  first  batch  mature  you  are 
apt  to  find  yourself  in  great  diffictdties.  I  merely 
put  that  as  indicating  that  what  you  propose  can  only  be 
applied  successfully  if  applied  with  very  great  modera- 
tion; and  probably  you  yourself  would  agree  to  that 
qualification. 

727.  (Mr.  Keynes.)  There  are  one  or  two  points  of 
detail  that  I  would  like  to  have  a  word  or  two  about 
first.  About  the  term  short-dated  securities,  would 
you  include  any  security  with  less  than  five  or  six 
years  to  run  ? — Tes ;  but,  of  course,  if  all  one's 
securities  had  so  long  to  run  as  that  I  should  not 
regard  the  whole  of  them  as  a  good  assortment  of 
short-dated  securities. 

*  Principles  of  Political  Economy,  Book  III.,  Chapter  XXII., 
§  3  ad  fin.  (p.  187  of  Vol.  II.  of  Messrs.  Longman's  Edition  of 
3878).' 


728.  I  think  the  Chairman  asked  the  question 
whether  they  were  always  realisable ;  would  you  hold 
that  for  instance  New  South  Wales  stock  maturing  in 
1918  is  as  easily  realisable  as  Consols  which  have  no 
date  of  redemption?— It  depends  on  the  quantities. 
Supposing  you  wanted  to  realise  many  millions,  you 
might  find  a  difficulty,  but  within  a  moderate  limit  of 
amount  I  should  think  that  it  would  be  very  realisable 
assuming,  of  course,  that  the  repayment  is  obligatory 
and  not  at  the  option  of  the  borrowing  Government. 

729.  Would  you  not  say  that  the  buying  of  short- 
dated  secuiities  is  an  insurance  against  the  depreciation 
which  is  due  to  a  long -period  change  in  the  rate  of 
interest — but  that  is  not  the  same  thing  quite,  as  easy 
realisation.  'Would  you  not  say  that  the  advantage  of 
New  South  Wales  stock  repayable  at  par  in  1918  over 
Consols  is  that  you  have  insured  against  the  rate  of 
interest  falling  in  the  intervening  period  ? — Tes. 

730.  But  that  is  not  the  same  thing  as  having 
something  which  you  are  quite  sure  is  marketable  at  a 
given  moment  ? — Quite  so.  There  are  two  quite  different 
considerations.  It  is  quite  possible  to  secure  oneself 
against  depreciation  without  attaining  easy  realisability. 
An  extreme  instance  would  be  if  one  lent  money  on 
mortgage  on  pi-ivate  estate.  That  might  be  veiy  nnrea- 
lisable,  although  you  had  the  security  against  deprecia- 
tion. I  quite  recognise  the  difference.  Our  main  object 
in  seeking  short-dated  securities  has  been  to  attain 
realisabiUty  :  it  has  not  been  so  much,  though  the  two 
are  connected  to  some  extent,  to  avoid  depreciation. 
Whether  we  in  every  single  investment  have  been 
absolutely  wise  is  another  question. 

731.  In  the  last  five  years  your  policy  has  shown  a 
great  reaction  against  the  purchase  of  Consols  ? — 
Tes. 

732.  Would  you  argue  then  that  you  have  done 
that  because  you  think  Consols  are  less  realisable  than 
they  used  to  be,  and  not  because  Consols  have  become 
unpopular  through  having  fallen  in  value  steadily  ? — 
I  am  not  sure  that  you  put  the  distinction  quite  as  I 
understood  it.  The  advantage  of  short-dated  securities 
is,  first,  that  you  can  realise  them  readily,  and  secondly, 
that  you  can  realise  them  without  loss.  In  one  case  it 
is  speediness  of  realisability ;  in  the  second  case  the 
freedom  against  loss.  The  speediness  of  realisability 
is  what  I  think  has  weighed  more  with  the  India 
Office ;  that  is  certainly  what  has  weighed  more  with 
me  personally. 

733.  And  you  think  on  that  score  there  has  been 
good  reason  for  reacting  against  Consols  ? — I  think  so. 
Of  course  I  am  influenced  very  much  by  what  I  hear 
from  financiers  of  my  acquaintance,  bankers  and  so 
on.  In  1908,  when  we  had  to  do  a  great  deal  .of 
realising,  as  you  will  see  from  the  figures,  we  did  not 
find  any  considerable  difficulty;  but  in  subsequent 
years  we  have  been  impressed  by  the  fear  that  we 
might  possibly  find  difficulty. 

734.  I  wanted  to  get  the  point  clear  as  to  whether 
you  had  reacted  against  Consols,  because  of  their  long 
fall  in  value,  or  because  you  thought  they  were  less 
reahsable  than  they  used  to  be;  that  second  reason  is 
the  one  which  has  weighed  most  ? — Tes. 

735.  (Chairman.)  Tou  distinguish  two  advantages 
m  short-dated  securities  ."—Tes. 

736.  One  is  that  they  are  more  immediately  realis- 
able, and  the  other  is  that  they  are  immediately  reaUs- 
able  without  loss  ?— Tes. 

737.  Is  there  anything  you  could  hold  which  you 
can  with  more  certainty  realise  immediately  than 
Oonsols  .''  Tou  observe  that  on  this  occasion,  I  do  not 
say  without  loss,  but  is  there  any  security  you  could 
have  which  IS  more  marketable  than  Consols »— No 
doubt  that  IS  the  most  marketable  of  all  the  permanent 

'fTffl     u    ^  ^^°''^^  ^^  *^^*  Treasuiy  bills  at  a  time 
ot  diHiculty  are  much  more  marketable  than  Consols. 

738.  If  you  wanted  to  realise  10  millions  to-dav 
would  It  be  easier  to  realise  10  millions  in  Consols 
supposing  you  had  them,  and  subject  to  a  possible 
slight  loss,  or  10  millions  m  short-dated  securities?— 
1  should  say— but  of  course  I  speak  with  some  diffidence 
—that  it  would  be  easier  on  a  day  like  this,  which  as 
you  know  is  not  a  very  happy  day  financially- 
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739.  That, is  why  I  choose  it ? — I  should  say- 
that  it  would  be  easier  to  realise,  if  one  went  to  the 
right  people,  bankers  and  so  on,  10  miUions  of  short- 
dated  securities  of  the  same  standing.  Of  course  I 
am  not  comparing  Colonial  Government  securities  with 
Imperial  Government  Consols,  but  comparing  the 
Treasury's  Treasury  bills  with  the  Treasury's  Consols. 

740.  At  the  moment  there  are  not  many  Treasury 
bills  out  ? — The  number  has  decreased. 

741.  If  you  wanted  to  realise  a  large  quantity  of 
short-dated  securities  you  would  have  to  sacrifice  your 
interest  at  least,  would  you  not  P — Tes,  you  may  have  to 
sacrifice  the  interest  that  has  accrued. 

742.  And  you  might  have  to  sacrifice  possibly 
something  more  ? — ^Yes. 

743.  So  there  is  that  to  be  set  against  any  loss  in 
price  which  you  would  incur  if  you  sold  Consols  ? — 
Supposing  one  had  to  sell  10  millions  of  Consols  to-day 
I  should  expect  that  the  loss  would  largely  consist  in 
a  sort  of  insurance  by  the  purchaser  against  the  risk 
of  a  further  fall.  He  would  buy  hoping  naturally  that 
they  would  go  up  hereafter,  but  with  the  knowledge 
that  they  might  conceivably  go  down,  and  probably  in 
the  price  of  so  large  an  amount  he  would  cover  himself 
very  liberally  against  the  risk  of  the  Consols  going 
down. 

744.  If  you  were  selling  Consols  you  would  be 
dealing  in  a  larger  market  than  if  you  were  selling 
short-dated  securities  ? — That  is  quite  true,  and  when 
you  are  dealing  with  hundreds  of  millions  that  would 
be  a  point  in  favour  of  Consols  for  us,  but  when  you 
are  dealing  in  such  a  sum  as  25  millions,  then  I  think 
the  money  market  as  distinct  from  the  investment 
market,  is  big  enough  to  enable  us  to  do  what  we  want . 
to  do. 

745.  {Sir  James  Beghie.)  On  the  question  of  the 
sale  of  securities  has  the  experience  not  been  that  yoa 
have  had  to  sell  comparatively  small  amounts  in  one 
week ;  ia  1908,  for  example  you  never  had  to  sell  more 
than  a  million  at  a  time,  had  you  ? — I  think  that  the 
biggest  individual  transaction  that  we  arranged  was 
when  we  sold  two  millions  to  the  National  Debt  Com- 
missioners ;  that  is  my  recollection.  But  I  quite  agree 
with  you  that  if  you  were  selling  week  by  week  a 
million  a  week  would  probably  be  as  much  as  one  would 
like  to  sell. 

746.  {Mr.  Keynes.)  I  may  assume,  therefore,  that 
the  reason  why  you  have  the  miscellaneous  selection 
that  I  see  in  this  list,  of  three  kinds  of  New  Zealand 
debentures,  two  of  Queensland,  three  of  New  South 
Wales  and  so  on,  is  because  you  think  they  are  more 
easily  realisable  than  Consols  or  at  any  rate  mainly  for 
that  reason  ? — Yes,  but  of  course  you  have  to  have 
regard  to  the  comparatively  small  amounts  of  them. 

747.  In  the  course  of  your  evidence  in  answer  to 
the  Chairman,  you  drew  our  attention  to  the  exceptional 
severity  of  the  crisis  in  1907,  and  as  a  part  proof  of 
that  you  handed  in  Statement  3,  Appendix  IV.  (page 
108),  showing  how  very  much  more  the  trade  balance 
dropped  in  that  year  than  in  any  previous  year  of 
famine.  I  notice  that  in  that  table  the  chief  explanation 
of  that  is  to  be  found  in  the  high  level  of  imports ; 
would  you  agree  to  that  P^t  is  a  common  experience 
that  when  our  exchange  gets  into  difficulties  and  when 
one  looks  for  an  explanation  to  a  reduction  of  exports, 
which  is  where  one  would  look  for  an  explanation,  one 
finds  it  very  incompletely  there,  but  one  finds,  as  a  rule, 
a  surprising  increase  in  imports.  Ton  ask  me  whether 
I  agree  to  it  in  that  one  particular  case,  and  of  course 
I  do  because  the  figures  speak  for  themselves.  I  was 
going  merely  to  draw  your  attention  to  the  fact  that 
in  other  periods  of  notoriously  difficult  exchange  the 
same  thing  is  to  be  noticed. 

748.  In  this  actual  year,  1907-8,  the  imports  were 
at  a  considerably  higher  figure  than  in  any  of  the 
preceding  years,  or  than  in  the  two  years  following. 
I  suppose  the  explanation  of  that  would  be  that  it 
followed  on  exceptionally  pi-osperous  years,  and  that 
they  were  really  purchases  that  had  been  entered  into 
previous  to  the  famine  ? — No  doubt,  and  that  no  doubt 
would  apply  to  the  imports  of  merchandise,  and  to 
some  extent  also  to  the  imports  of  silver  which  follow 
the  same  course. 
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749.  Would  you  hold  that  that  was  a  very  excep- 
tiona,l  circumstance  ?  On  a  future  occasion  might  it 
not  happen  that  the  crisis,  when  it  came,  would  come 
immediately  after  two  very  good  years  ? — ^It  might ; 
there  is  no  special  reason  why  it  should,  but  if  it  did 
no  doubt  there  would  be  still,  as  you  say,  imports 
coming  in  as  the  objects  on  which  cultivators  were 
spending  their  extra  earnings,  and  that  would  tend  to 
aggravate  the  exchange  difficulty.  I  quite  agree  with 
the  general  line  of  your  remarks. 

750.  Wotdd  you  agree  to  this  further  development  of 
the  idea,  that  in  1907-8  the  Indian  public  had  got  more 
into  the  habit  of  buying  foreign  goods  than  they  were 
on  the  occasion  of  the  previous  famine,  and  that  that 
tendency  continues  ? — No  doubt. 

751.  Therefore,  this  buying  of  foreign  imports  in 
advance  is  likely  to  be  a  factor  more  important  in  the 
future  than  it  has  been  in  the  past,  in  the  90's  that  is 
to  say,  from  ^which  you  argued  ?— Tes.  That,  I  think, 
is  a  good  ground  for  criticising  and  modifying  the 
inferences  to  be  drawn  from  the  figures  of  the  20  years 
that  I  have  given.  I  have  nothing  to  say  in  opposition 
to  that  line  of  criticism. 

752.  Further,  in  using  the  experience  of  1907-8  I 
suppose  you  would  agree  that  allowance  ought  to  be 
made  for  the  increased  scale  of  the  whole  foreign 
trade  since  that  time  ? — Tes,  certainly. 

753.  That  if  the  imports  and  exports  have  increased 
20  per  cent.,  or  whatever  it  is,  you  ought  to  add  on  to 
your  experience  of  1907-8  a  corresponding  percentage  P 
— Tou  ought  to  add  on  something. 

754.  Would  you  agree  that  in  1907-8  the  complete 
absence  of  any  banking  trouble  in  India  rather  altered 
things  ? — ^Do  you  mean  that  the  exchange  difficulty 
would  have  been  greater  if  Indian  banks  had  begun  to 
go  wrong  ? 

755.  Tes  P — I  am  not  at  all  sure.  I  have  often 
thought  about  it ;  it  depends  what  kind  of  bank  one 
has  in  mind.  I  daresay  you  have  noticed  that  if  the 
exchange  banks  got  into  difficulties  and  their  customers 
in  India  drew  out  the  very  large  deposits  that  are  due 
by  the  exchange  banks  to  their  customers,  the  exchange 
banks  would,  somehow  or  other,  have  to  send  out 
money  to  India  in  order  to  satisfy  their  customers,  and 
that  in  a  very  calamitous  way  would  tend  to  set  the 
exchange  position  right  from  the  Secretary  of  State's 
point  of  view.  I  think  you  follow  what  I  mean,  and 
that  I  need  not  expand  it  in  detail. 

756.  I  only  wish  to  get  your  opinion  on  the  matter. 
I  should  like  now  to  ask  a  series  of  questions  directed 
towards  the  relation  between  the  gold  standard  reserve 
and  the  other  reserves.  I  take  it  that  the  stability  of 
the  rupee  is  supported  not  only  by  the  gold  standard 
reserve,  but  also  by  the  gold  of  the  paper  currency 
reserve,  and  any  other  sterling  resources  which  the 
Government  happens  to  have  P — Tes,  certainly. 

757.  The  gold  standard  reserve  is  built  up  from  the 
fruits  of  the  economy  of  using  token  silver  coins  ? — 
That  is  so. 

758.  And  the  presence  of  the  gold  of  the  paper 
currency  reserve  is  due  to  the  fruits  of  the  economic 
using  of  the  paper  currency  ? — Tes. 

759.  Then  the  two  reserves  are  distinguished  in 
origin  ? — Is  that  quite  right  ?  When  we  are  wise  enough 
to  coin  a  lOcJ.  rupee  and  put  it  into  circulation  at  16d!., 
that  is  wise  economy,  and  the  profit,  as  you  truly  say, 
goes  into  the  gold  standard  reserve,  and  your  descrip- 
tion is  quite  right.  But  when  a  man  brings  you  two 
sovereigns  and  you  issue  10-rupee  notes  to  him  instead 
of  issuing  to  him  in  exchange  30  individual  rupees,  I 
am  not  sure  whether  there  is  any  close  analogy  between 
the  building  up  of  the  profit  and  the  economy,  is 
there  P 

760.  I  should  say  that  the  analogy  was  almost 
perfect,  but  perhaps  we  are  at  cross  pta-poses  ? — 
One  is  an  obvious  economy,  and  I  quite  agree 
with  the  way  you  describe  it.  The  other  seems  to 
me  to  be  merely  an  exchange  between  a  fuU-value 
sovereign  and  15  rupees,  in  which  the  results  of 
economy  are  embodied.  I  do  not  wish  to  interrupt 
the  questions,  because  if  I  do  not  foUow  what  you  said 
on  this  particular  point,  I  do  not  suggest  that  there  is 
any  serious  difference  between  us.  ' 
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761.  The  only  point  I  wish  to  make  is  that  the  two 
reserves  are  distinguished  in  origin  ? — That  is  so. 

762.  How  do  you  distinguish  their  uses — I  am 
speaking  now  of  the  gold  branch  of  the  paper  currency 
reserve  and  the  gold  branch  of  the  gold  standard 
reserve  ? — Are  you  asking  me  to  repeat  what  I  men- 
tioned in  answer  to  the  Chairman  and  Sir  Ernest 
Cable,  that  the  gold  of  the  paper  currency  resei-ve,  so 
far  as  it  is  held  in  India 

763.  I  was  thinking  of  the  chest  in  London  ? — To 
all  intents  and  purposes  there  is  no  difference  between 
the  use,  except  so  far  as  you  may  say  that  the  gold  in 
the  paper  cvirrency  reserve  inLondon  could  be  used  to  pay 
for  silver ;  but  that  one  may  put  aside.  Tou  are  asking, 
no  doubt,  with  reference  to  the  use  of  that  particular 
gold  to  support  exchange ;  in  that  respect  there  is  no 
difference. 

764.  In  paragraph  7  of  Appendix  III.  (pp.  88-9) 
you  suggest  that  5  millions  sterling  is  a  suitable 
amount  to  hold  in  gold  in  the  gold  standard  reserve ; 
is  this  amount  contingent  on  the  amount  earmarked 
in  the  Paper  Currency  Chest  ? — When  I  wrote  that  I 
was  assuming  that  there  would  be  gold  held  in  the 
paper  currency  in  London. 

765.  Were  you  making  any  assumption  as  to  how 
much  .•' — No.  We  have  for  some  years  held  sums 
varying  between  5  millions  and  7  millions  ;  occasionally 
they  have  gone  up  a  little  ;  I  had  in  my  mind  about 
5  millions. 

766.  Tour  view  then  is  that  you  ought  to  hold 
about  5  millions  in  the  gold  standard  reserve  if  you  are 
holding  from  5  to  7  millions  in  the  paper  currency  ? — I 
would  not  crystallise  it  too  much.  Supposing  that  at  a 
particular  time  one  had  very  little  in  the  paper  cur- 
rency, I  do  not  think  that  I  should  hold  that  one  ought 
to  increase  the  amount  in  the  gold  standard  reserve, 
but  stiU  I  should  not  seriously  dissent  from  what  you 
said. 

767.  My  point  was  how  much  gold  you  want  to 
have  in  London  altogether  to  whatever  reserve  it  is 
credited  ;  and  I  wanted  to  get  at  your  notion  as  to 
what  the  proper  figure  for  the  total  gold  in  London 
was  ;  it  does  not  seem  to  me  that  the  particular  way  of 
crediting  it  is  of  such  fundamental  importance  ? — It  is 
very  indeterminate.  One  wants  to  have,  I  think,  at 
least  5  millions,  preferably  more,  which  you  can  use 
almost  at  a  moment's  notice,  which  at  any  rate  you 
have  so  much  under  your  control  that  at  the  beginning 
of  an  exchange  crisis  you  can  offer  to  sell,  say  a 
million  of  bills,  of  the  kind  that  was  sold  in  1908,  per 
week  for  several  weeks,  and  feel  that  you  are  provided 
with  the  means  to  meet  them. 

768.  You  will  want  to  hold  some  gold,  and  I  was  won- 
dering whether  you  had  settled  at  all  in  your  own  mind 
what  the  amount  shoxdd  be  in  present  circumstances  i' 
— No.  I  do  not  think  that  one  can  give  anything 
more  than  one's  own  estimate  of  how  much  would 
make  one  feel  quite  comfortable  with  this  responsibility 
of  meeting  an  exchange  crisis  on  one.  I  should  say 
that  if  one  were  as  low  as  5  millions,  one  would  not 
feel  that  one  was  ill-provided  for,  that  if  one  had 
10  millions  one  would  feel  that  that  was  rather  better 
but  not  a  wasteful  amount,  and  that  if  one  had  more 
than  10  millions  I  should  feel  at  any  i-ate  that  it  was 
rather  wasteful.  I  do  not  think  I  could  put  it  more 
definitely  than  that. 

769.  Are  you  of  opinion  that  the  amoiint  in  the 
gold  standard  reserve,  which  ought  to  be  lent  at  short 
notice  in  London,  is  in  any  way  contingent  on  the 
amoimt  that  is  lent  in  this  way  from  the  geneml 
balances  ." — Only  in  this  way,  that  if  we  were  lending 
from  ovx  general  balances  as  much  as  our  approved 
borrowei's  would  take  it  would  be  difl5.cult  to  lend  from 
the  gold  standard  reserve  as  weU,  and  certainly  one 
ought  not  to  be  lending  so  much  that  approved 
borrowers  of  less  than  the  very  highest  standing  were 
accepted  in  order  to  find  a  clientele. 

770.  Tou  would  argue  in  this  way:  that  as  long  as  it 
was  your  normal  practice  to  have  5  millions  or  6  millions 
lent  at  short  notice  from  the  general  balances,  then  that 
1  million  lent  in  that  way  was  enough  from  the  gold 
standard  reserve  ;  and  if  youi-  normal  practice  changed 
so  that  you    only  lent,  perhaps,  2  millions  from  the 


general  balances,  then  you  ought  to  have  more  in  the 
gold  standard  reserve  lent  in  that  form  ? — That,  if  I  may 
put  it  in  a:^  almost  primitive  way,  is  not  quite  the  way 
my  mind  works  in  these  matters.  I  think  what  is 
behind  your  question  is  this :  that  the  smaller  your 
general  balances  at  any  given  moment  the  larger  your 
special  resei-ves  ought  to  be,  if  you  are  to  be  well 
equipped  for  meeting  a  sudden  fall  in  exchange. 

771.  Particularly,  that  the  smaller  your  general 
balances,  the  larger  your  special  reserves  ought 
to  be  in  the  most  liquid  shape  ? — I  think  that  the 
reason  that  I  am  not  able  to  answer  you  quite  as 
dii-ectly  as  I  should  like  is  that  in  preparing  for  an 
exchange  crisis,  or  in  considering  how  one  will  prepare 
for  it,  one  has  in  mind  that  one  will  rely  on  certain 
special  reserves,  and  one  leaves  the  geneial  balances 
out  of  consideration,  thinking  they  wiU  just  be  enough 
to  pay  the  ordinary  current  expenses,  and  that  they 
will  be  of  no  help  for  the  exchange  crisis.  I  realise 
that  if  at  a  time  when  our  balances  had  risen  as  they 
have  recently  to  a  very  unusual  height,  18  or  19 
millions,  an  exchange  crisis  had  then  come,  those  high 
balances  would  have  been  very  helpful  to  us. 

772.  I  can  understand  your  taking  the  view  that 
the  general  total  of  the  reserves  ought  not  to  be 
influenced  by  your  temporary  balances,  but  would  you 
also  hold  that  the  form  in  which  you  ought  to  keep 
your  permanent  reserves  is  uninfluenced  by  the  amount 
of  temporary  balances  that  you  have  ? — Tes,  because 
according  to  my  view,  and  if  1  may  so  put  it,  our  system 
rather  stands  or  falls  vsdth  its  correctness,  the  various 
resei-ves  that  one  holds  can  be  realised  when  we  want 
them.  It  is  true  that  we  cannot  realise  4  millions  of 
Consols  advantageously  in  a  week,  but  we  have  built 
up  a  system  so  that,  if  we  saw  the  need  for  realising  all 
our  reserves,  by  the  time  we  wanted  oui-  4  millions  of 
Consols  we  coiild  have  realised  them,  and  our  gold  and 
our  short-dated  securities  and  so  on  would  last  us  during 
the  period  required  for  the  realisation  of  the  Consols. 
I  hope  I  have  made  it  clear  that  that  is  why  I  do  not 
attach,  if  you  do  not  mind  my  putting  it  in  that  way, 
very  much  importance  to  the  consideration  that  you 
were  last  mentioning. 

773.  Tou  would  not  feel  at  all  that  as  long  as  it  is 
the  policy  to  hold  5  milUons  or  more  in  the  general 
balances  at  short  notice,  there  is  no  need  of  holding  a 
million  as  well  in  the  gold  standard  resei-ve  at  very 
short  notice.!"— No,  because  I  feel  that  the  general 
balance  is  hypothecated  for  quite  different  purposes. 
Also,  just  let  me  mention  this  to  remove  a  possible 
misapprehension  as  regai-ds  fact :  one  speaks  about  our 
5  millions  or  6  millions  as  a  standard  for  the  general 
balance,  that  is  to  say,  for  the  closing  general  balance 
on  31st  March  in  each  year;  but  that  is  a  very 
fluctuating  sum.  As  I  mentioned  previously,  in  the 
course  of  a  few  days  we  might  be  paying  away  3  millions 
or  4  millions,  and  those  occasions  when  we  have  very 
heavy  payments  recur  at  least  four  times  a  year,  when 
the  quarterly  dividends  have  to  be  paid. 

,.  P\  ^°^  ^^'^®  suggested  25  millions  as  the  proper 
limit  of  the  gold  standai-d  reserve  (see  paragraph  19 
of  Appendix  III.,  page  93) ;  is  the  suitability  of  this 
particular  sum  m  any  way  contingent  upon  the  amount 
ot  sterhng  resources  held  othei-wise  ?— I  had  in  my 
mind  that  we  should  probably  have  5  millions  of  gold 
m  the  paper  currency  resei-ve  in  England.  That  was 
the  only  special  resoui-ce  that  I  assumed.  I  assumed 
that  our  general  balance  would  not  be  exceptionally 
high  or  eyiceptionally  low,  because  it  would  serve  the 
pnmary  pmposes  that  it  is  meant  to  sei-ve. 

776  Tour  view  is  then  that  about  30  millions  is  the 
proper  limit  for  all  your  sterling  resources  which  ai-e 
connected  with  the  support  of  exchange  ?— Tes  I 
should  call  that  a  liberal  limit. 

776.  In  calculating  the  proper  amount  of  the  gold 
standard  reserve,  are  you  considei-ing  merely  the 
obligation  under  which  the  Govei-nment  of  India  lies 
to  support  exchange  and  to  be  prepared  to  change  into 
sterling  all  i-upees  and  notes  presented;  or  are  you 
oonsidermg  other  possibilities  as  well?— Would  you 
indicate  the  other  possibilities  that  you  have  in  mind  ? 

777.  Are  you  considering  the  possibility  that  the 
Grovemment  of  India  would  have  to  assist  the  Indian 
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money  marliSBt  at  a  time  of  severe  crisis,  or  merely  that 
they  should  change  into  sterling  such  notes  and  rupees 
as  the  Indian  money  market  should  tender  to  them  ? — 
I  have  always  assumed  that  if  in  a  time  of  severe  crisis 
the  Government  of  India  had  to  assist  the  Indian  money 
market,  it  would  assist  it  in  India,  and  that  the  need 
for  granting  such  assistance  would  not  make  any 
demand  on  the  sterling  resources  which  we  have  been 
considering. 

778.  If  the  Indian  money  market  were  helped  in 
India  that  would  increase  the  amount  of  funds  available 
in  the  hands  of  Indian  bankers  for  tendering  for 
sterling  biUs,  would  it  not? — May  I  answer  you  in 
this  way,  that  you  are  regarding,  if  1  understand  you 
rightly,  the  amount  of  the  drain  that  may  come  on 
our  sterling  resources  as  a  certain  function,  of  the 
currency  which  Indian  bankers  and  the  Indian  public 
could  tender  for  the-  purchase  of  bills  on  London  ;  but 
I  regard  it  as  a"  function  not  of  a  certain  quantum  of 
currency  but  of  a  certain  balance  of  forejgn  trade, 
and  all  my  arguments  and  calculations  are  based 
on  that. 

779.  I  am  glad  that  point  has  been  brought  out. 
I  myself  should  not  say  that  it  depended  necessarily 
upon  either  of  those,  but  it  depends  upon  one  or  other 
of  them  according  to  the  policy  adopted ;  therefore  I 
ask  you  which  policy  is  adopted  ?  Let  me  put  it  in  this 
way :  if  the  existing  volume  of  the  currency  is  the  test 
then  it  seems  to  me  that  implies  a  policy  of  only 
giving  sterling  for  rupees  and  notes ;  if  the  balance 
of  trade  is  taken  as  the  test  then  some  other  standard 
is  applied.  Would  you  agree  with  that  ? — I  have 
always  taken  the  balance  of  trade  as  the  proper 
measure  of  the  possible  liabilities  that  would  have 
to  be  met  in  a  period  of  exchange  crisis,  and  I  have 
disregarded  the  quantum  of  currency  altogether. 

780.  With  reference  to  a  question  which  Sir  Ernest 
Cable  asked,  do  you  think  that  when  a  certain  point 
is  reached  in  the  accumulation  of  the  gold  standard 
reserve  it  is  the  profits  on  the  further  rupee  coinage 
which  ought  to  be  diverted,  or  rather  the  interest  on 
the  former  accumulations  that  should,  be  diverted  ? — 
I  do  not  think  it  matters  very  much,  but  I  do  not  see 
how  anyone  could  answer  that  with  any  definiteness. 
My  feeling,  as  was  brought  out,  I  think,  by  the  Chair- 
man and  other  questioners,  is  that  if  you  have  worked 
up  to  a  certain  sum  as  beiag  a  suitable  reserve  at  a 
given  time  you  must  let  it  go  on  increasing  by  mode- 
rate increments  year  by  year,  or  decade  by  decade, 
so  as  to  provide  for  the  natural  growth  of  trade ;  and 
whether  it  is  better  to  let  it  grow  by  the  accretion  of 
interest  or  by  the  accretion  of  profits  is  a  question  to 
which  I  could  scarcely  give  any  useful  answer. 

781. .  I  put  a  more  precise  question  than  that.  When 
you  say  after  25  millions  has  been  reached,  further 
sums  should  not  be  credited  to  the  gold  standard 
reserve,  do  you  mean  that  the  interest  of  those 
25  millions  should  not  be  credited,  or  that  when 
further  rupees  ai-e  coined  the  profit  on  those  rupees 
should  not  be  credited  ? — ^I  think  1  fully  understood 
your  question,  and  I  am  sorry  if  I  did  not  make  my 
answer  clear.  My  answer  was  intended  to  be  this  : 
you  must  go  on,  or  it  is  desirable  tx)  go  on  increasing 
your  fund  year  by  year;  whether  you  increase  it  by 
adding  the  interest  and  diverting  the  profits  or  whether 
you  increase  it  by  adding  the  profits  and  diverting  the 
interest  is  a,  matter  on  which  I  do  not  feel  that  I,  or 
indeed  anyone  else,  could  give  an  opinion  of  any 
great  value. 

782.  I  had  not  understood  that  the  25  millions 
yoai  suggested  was  a  figure  which  is  only  valid,  as  it 
were,  for  the  moment  ? — In  this  as  in  many  other 
things  one  is  always  in  a  state  of  flux.  If  25  millions 
is  valid  now,  then  25J  millions  will  be  valid  next 
year,  and  25^  millions  the  year  after— I  am  taking, 
perhaps,  rather  large  increases.  As  the  business  of 
India  increases  so  ought  yom-  reserve  to  increase  by 
an  amount  or  in  a  ratio  which  ib  would  be  affectation 
to  pretend  to  define  with  any  exactness. 

783.  I  understood  you  to  say  that  when  the  gold 
standard  resei-ve  had  reached  25  millions  no  more 
ought  to  be  accumulated.  I  understand  now  that 
what  you  are   saying   is   that  if  the   gold    standard 


reserve  were  25  millions  now  then  no  further  accumula- 
tions ought  to  be  made  ;  is  that  right  P — What  I  meant 
to  say  was  this  :  Until  we  have  25  millions  let  us  have 
the  full  profit  and  the  full  interest;  when  we  have 
reached  25  millions  then  do  not  let  us  say  the  fund 
has  reached  its  maximum,  but  let  us  provide  for 
accretions  on  a  smaller  scale  than  hitherto ;  let  us 
either  add  the  interest  but  not  the  profit,  or  the  profit 
but  not  the  interest,  or  some  proportion  of  the  profit. 
I  wish  to  be  rather  indefinite.  I  only  wish  to  put  for- 
ward the  view  that  some  accretion,  but  not  so  much 
as  now,  should  take  place  when  the  25  millions  is 
reached. 

784.  I  wish  only  to  elicit  the  precise  natiu-e  of  the 
indefiniteness,  if  I  may  put  it  in  that  way.  Turning 
to  the  Indian  branch  of  the  gold  standard  reserve,  is 
it  not  rather  confusing  to  the  public  that  the  gold 
standard  reserve  should  hold  silver  ? — Tes,  I  think  it 
is,  more  especially  because  the  true  explanation,  or  at 
least  my  view  of  the  true  explanation,  has  never  been 
put  before  the  public.  What  has  been  put  before  the 
public  is  rather  the  view  that  this  Indian  branch  is  a 
bulwark  against  hasty  coinage,  which  does  not  very 
much  commend  itself  to  my  mind.  I  think  that  what 
I  regard  as  the  true  view  is  quite  Comprehensible,  but 
I  should  agree  that  though  comprehensible  it  is  perhaps 
not  easily  comprehensible. 

785.  Would  you  mind  explaining  what  the  reasons 
are  against  the  book-keeping  transaction  by  which 
4  millions  of  gold  would  be  transferred  from  the  paper 
currency  reserve  to  the  gold  standard  reserve,  and 
4  millions  of  silver  transferred  from  the  gold  standard 
reserve  to  the  paper  currency  reserve ;  why  should  that 
not  be  done  F — -The  difficulty  is  simply  this :  We  may 
assume  that  the  rest  of  the  Paper  Currency  Act  is 
going  to  stand  as  it  is,  because  what  I  am  going  to 
say  depends  upon  that  assumption.  If  you  wish  at 
any  moment  to  take  out  your  4  millions  of  rupees  from 
the  paper  currency  reserve  you  have  to  do  one  of  two 
things;  as  I  put  it -in  answer  to  the  Chairman,  you 
have  to  apply  one  of  two  keys  to  the  lock — ^you  either 
cancel  notes  or  you  earmark  gold.  There  are  times 
when  you  would  like  to  get  at  the  rupees,  but  it  is 
inconvenient  to  use  either  of  these  methods,  and  then, 
instead  of  these  rupees  being  left  in  the  paper  cun-ency 
reserve  and  in  the  'gold  standard  reserve,  you  have  a 
third  and  much  easier  method  of  getting  at  them, 
namely,  you  can  either  take,  a  loan,  which  I  do  not 
think  a  good  scheme,  or  you  can  make  an  investment 
in  securities  in  England  as  against  the  I'upees  that  you 
have  taken  out  from  the  Indian  branch. 

786.  That  is  to  say,  more  latitude  is  allowed  as  to 
the  manner  in  which  the  resources  of  the  gold  standard 
reserve  can  be  held  ? — Tes. 

787.  So  that  if  you  have  to  make  a  sudden  change, 
there  are  more  ways  in  which  you  can  do  it  ? — -That 
is  so. 

788.  But  apart  from  that  there  would  be  no 
advantage  in  holding  any  silver  in  the  gold  standard 
reserve,  would  there  ? — No ;  that  to  my  mind  is  the 
only  advantage. 

789.  Therefore,  if  the  latitude  which  is  allowed 
with  regard  to  the  gold  standard  reserve  were  allowed 
in  the  case  of  the  paper  currency  reserve,  you  would 
then  clear  out  the  silver  from  the  gold  standard  re- 
serve altogether  ? — ^I  am  not  sure  that  the  Government 
of  India  would  agree,  but  I  am  giving  my  opinion. 
My  answer  is  yes  ;  but  I  do  not  wish  to  commit  anyone 
but  myseK  to  that  answer. 

790.  So  that  the  explanation  of  a  practice  which 
is  rather  confusing  to  the  public  is  that  it  is  simply  a 
detail  of  the  machinery  ? — Tes. 

791.  And  has  no  real  fundamental  significance  ? — ■ 
I  do  not  think  so.  Of  course,  the  general  public  who 
are  accustomed  to  the  Bank  of  England  method  of 
keeping  a  note  reserve,  which  seems  to  me  as  un- 
scientific a  method  as  could  be  devised,  would  regard  it 
as  a  very  serious  departure  from  orthodoxy  that  the 
greater  latitude  should  be  allowed  in  respect  of  the 
management  of  the  Indian  paper  currency  reserve.  I 
do  not  think  that  there  is  anything  in  that  visw,  but 
still  it  is  widely  held,  or  it  would  be  widely  held,  if 
any  change  were  proposed. 
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792.  In  paragraph  4  of  Appendix  III.,  page  88,  you 
mention  that  Is.  3|-|cZ.  was  the  price  at  which  sterling 
Mils  on  London  were  sold  in  Calcutta ;  why  was  this 
particular  price  adopted  ? — We  wei'e  told  at  the  time 
that  if  bills  were  ofEered  at  that  price  bankers  would 
take  them  in  preference  to  taking  gold,  as  it  was  just 
a  shade  more  favourable  to  them  than  taking  sovereigns. 
Whether  that  was  a  good  reason  or  not  I  do  not  know. 
As  one  goes  over  it  one  sees  that  it  is  not  particularly 
conclusive,  but  one  wants  to  have  the  price  that  is 
nearest  to  the  effective  gold  exporting  price,  and  I 
think  that  Is.  Sffd.  does  answer  to  that. 

793.  I  do  not  want  to  press  you  about  this  next 
question,  but  it  is  very  important  for  Indian  business 
men  and  bankers  to  know  beforehand  the  maximum 
fluctuation  of  exchange ;  would  they,  in  your  opinion, 
be  justified  in  assuming  that  that  would  be  the  price 
at  which  sterling  bills  would  be  sold  on  a  future 
occasion  ? — Without  being  indiscreet  one  may  say  that 
when  a  Government  has  once  conducted  an  operation 
of  this  kind  on  so  great  a  scale,  it  is  exceedingly 
difficult  for  it  not  to  do  it  again  when  a  similar 
occasion  arises.  The  presumption  is,  I  suppose,  that 
it  would  do  it  in  the  same  way  as  near  as  may  be. 

794.  Would  you  agree  that  to  sell  bills  in  Calcutta 
at  that  rate,  namely.  Is.  3|f(i.,  coiTesponds  to  a  state 
of  exchange  similar  to  that  in  which  bills  on  Calcutta 
would  sell  in  London  at  Is.  3f|^d.  or  thereabouts  ? — 
Whether  the  difference  is  so  much  as  the  sixteenth 
which  yon  assume  I  do  not  know,  but  there  would  be  a 
difference  in  that  direction,  though  I  cannot  say 
whether  it  is  of  that  magnitude. 

795.  So,  if  that  policy  is  pursued,  the  maximum 
fluctuation  in  the  price  of  bills  in  London  on  India 
would  be  between  Is.  3ff d!.  and  Is.  4id.  ? — Tes,  taking 
your  figures  as  correct.  It  may  be  subject  to  some 
slight  correction. 

796.  Would  it  be  dangerous  from  the  point  of  view 
of  the  reserves  to  make  that  maximum  range  of  fluctua- 
tion rather  smaller  ? — No.  I  think  from  the  point  of 
view  of  the  reserves  there  will  be  no  great  danger  in 
slightly  reducing  it.  Of  course,  one  does  want  to  have 
a  maximum  and  a  minimum.  That  is  better  than  having 
a  fixed  rate. 

797.  Certainly ;  and  I  am  asking  about  the  amount 
of  the  range  of  fluctuation,  assuming  there  must  be 
some  fluctuation  ? — As  i;egards  the  amount,  I  do  not 
think  that  there  will  be  much  danger.  I  am  not  very 
captivated  by  the  idea  of  reducing  what  is  not  a  very 
serious  difference,  because  these  maxima  and  minima 
only  become  operative  in  emergencies;  it  is  not  as 
though  they  governed  the  ordinary  rise  and  fall  in 
exchange  in  ordinary  times.  I  should  not  like  to 
express  an  opinion  in  favour  of  the  reduction  without 
thinking  over  it  further. 

798.  But  you  are  rather  inclined  to  think  that  the 
present  range  of  fluctuation  errs  on  the  side  of  excess 
rather  than  the  other  way,  are  you  not.' — rl  do  not 
think  that  it  is  far  away  from  the  right  amount,  but 
if  it  does  err  I  should  say  it  does  err  a  little  on  the 
side  of  excess.     I  would  go  that  distance  with  you. 

799.  In  answer  to  a  question  put  to  you  earlier  to- 
day as  to  whether  the  Government  of  India  had  an 
interest  in  economising  gold,  you  replied,  I  think,  that 
they  had  no  interest  when  their  central  reserve  was 
adequate,  or  something  to  that  effect — ^they  had  an 
interest  as  long  as  they  were  building  up  a  reserve,  but 
not  afterwards  ? — Tes. 

800.  Is  not  the  diversion  of  the  gold  standard 
reserve  and  of  the  rupee  securities  of  the  paper  cur- 
rency reserve  to  railways  a  consequence  of  economising 
gold,  and  also  a  general  advantage? — I  think  the 
answer  to  that  is  in  the  affirmative,  but  for  the  moment 
I  am  puzzled  to  see  the  connection  between  it  and  my 
former  answer.  May  I  put  it  in  my  own  words  to  see 
if  I  have  your  meaning  correctly  ?  It  would  be  ad- 
vantageous to  the  Government  of  India  when  they  had 
their  full  resei-ves  built  up  to  the  proper  amount  to 
encoiu-age    the   use   of  rupees,  because   in    that  way 

,  money  would  become  available  for  railways  which 
would  not  become  available  if  gold  were  used  instead 
of  rupee"!. 


801.  That  is  my  point?— The  answer  is  clearly  in 
the  affirmative.  I  am  soiTy  to  have  taken  up  your 
time  by  repeating  it,  but  for  the  moment  it  was  not 
quite  clear  to  me. 

802.  Therefore  the  Government  of  India  still  has  an 
interest  in  economising  gold  even  after  their  reserves 
have  been  built  up  ?— Yes ;  but  it  is  not  a  point  on 
which  I  should  be  very  much  inchned  to  insist,  and 
may  I  explain  to  you  why  ?  So  far  as  this  is  to  be 
effective  it  implies  that  the  Government  of  India 
would  rather  persuade  a  man  who  wants  a  sovereign  to 
take  15  rupees,  because  out  of  that  exchange  there 
would  be  something  that  would  be  available  to  be 
spent  on  railways,  namely,  the  profit  on  the  15  i-upees. 
That  is  all  sound  and  good,  and  I  cannot  deny  it,  but 
it  does  rather  run  counter  to  my  old-fashioned  notion 
that  the  first  business  of  a  Government  when  dealing 
with  currency  is  as  far  as  possible,  without  conflict 
with  higher  interests,  to  give  the  currency  that  the 
population  requires.  Of  course  you  may  say  that  to 
give  a  sovereign  instead  of  15  rupees  does  involve  a 
conflict  with  higher  interests. 

803.  (Sir  Shapurji  Broaeha.)  1  think  the  Secretary 
of  State,  with  the  concurrence  of  the  Government  of 
India,  appointed  a  committee  in  1898,  which  is  now 
known  as  the  Fowler  Committee  ? — Tes. 

804.  Their  conclusions  and  recommendations  were 
accepted  in  their  entirety  ? — Tes. 

805.  By  both  .P— Tes. 

806.  The  Secretary  of  State  has  said  about  the 
conclusions  of  that  committee,  "  His  Majesty's  Govem- 
"  ment  have  given  to  this  report  the  careful  considera- 
"  tion  which  its  great  importance  deserves.  They  are 
"  impressed  by  the  array  of  arguments  and  facts 
"  embodied  in  it,  and  they  have  come  to  the  conclu- 
"  sion  that  it  is  advisable  to  accept  generally  and  to 
"  act  upon  the  principles  which  it  recognises."  Has 
not  that  the  force  of  a  law  or  statute  to  be  followed  for 
the  future  guidance  of  the  Government  of  India  and  the 
Secretary  of  State  ? — It  has  very  great  authority,  but 
from  time  to  time  points  which  were  not  before  the 
Fowler  Committee  come  up,  and  the  committee's 
recommendations  must  therefore  be  supplemented,  and 
occasionally  the  need  might  arise  for  modifying 
them. 

807.  I  do  not  think  the  Secretary  of  State  or  the 
Government  of  India  had  made  up  theu'  minds  about 
maintaining  the  exchange  at  Is.  4ii.  before  the  report 
of  this  committee ;  they  had  no  previous  basis  to  go 
upon,  and  according  to  my  idea  they  had  stumbled  and 
erred  before  ? — I  am  sorry  to  say  I  do  not  quite  agree 
with  you.  Before  the  Fowler  Committee  there  was  a 
committee  consisting  of  many  very  eminent  men,  the 
HerscheU  Committee,  which  really  laid  the  foundation 
of  our  currency  system. 

808.  How  long  are  the  conclusions  of  such  a  strong 
committee  to  last  for  the  guidance  of  the  Secretary  of 
State  and  the  Government  of  India  ?  Are  they  to  be 
broken  in  every  respect  before  the  ink  is  dry? — 
Certainly  not.  I  hope  that  committee  was  not  so 
treated. 

809.  That  report  was  presented  to  the  Secretary 
of  State  on  the  7th  July  1899,  and  before  a  year  had 
expired  large  and  absolutely  new  things  were  brought 
out,  for  instance,  the  putting  of  the  i-upee  paper  and 
gold  of  the  currency  reserve  into  sterling  securities ; 
and  all  this  was  done  without  taking  advantage  of  the 
guidance,  for  even  a  few  years,  of  the  recommendations 
of  the  committee  ?—l  think  you  are  ref emng  to  Sir 
Edward  Law's  proposals  of  1900,.are  you  not  ? 

810.  Tes  (see  paragraph  23  of  Enclosure  I.  to 
Governmentof  India's  letter.  No.  302,  of  6th  September 
1900,  Appendix  V.,  page  119) ;  much  of  that  was  acted 
upon,  though  Lord  Ourzon  was  afraid  that  order  was 
very  large  and  he  could  not  follow  it  ?— May  I  explain 
to  you  that  when  profits  on  coinage  accrued  and  they 
had  to  be  dealt  with  in  some  way,  it  was  necessary  for 
the  Government  of  India  to  propose  some  scheme 
for  dealing  with  them  ? 

811.  Can  we  anticipate  that  the  fate  of  tliis  Com- 
mission will  be  the  same  before  the  year  is  out  ? No. 

Just  let  me  put  this  to  you,  because  I  am  really  anxious 
that  you  should  not  misunderstand  the  facts  :  Supposing 
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that  this  Ooinmission  recommended  in  general  terms  a 
State  bank — I  have  no  idea  whether  it  will  do  so  or  not, 
but  it  is  conceivable  that  it  should  do  so — and  laid 
down  certain  principles  ;  then  we  should  set  to  work 
and  try  to  carry  out  those  proposals  comprehensively, 
and  it  is  absolutely  certain  that  half-a-dozen  questions, 
or  even  50  questions,  would  arise  which  had  to  be 
settled,  for  the  settlement  of  which  it  would  be  useless 
to  look  to,  say,  the  three  paragraphs  that  this  Com- 
mission in  its  report  had  devoted  to  the  subject. 

812.  I  think  the  strongest  recommendation  of  the 
Fowler  Committee  is  to  be  found  in  paragraph  60  of 
their  report,*  to  the  effect  that  the  profit  on  the  silver 

coinage  should  be  kept  in  gold ? — May  I  interrupt 

you  and  say  that  according  to  my  view,  which  I  have 
tried  to  justify  in  detail,  that  did  not  mean  metallic 
gold? 

813.  I  think  it  meant  solid  gold.  You  sell  the 
silver  in  the  rupee  for  42ci.  and  you  buy  that  silver 
for  28d.,  so  you  put  14d.  of  profit  on  the  silver  into 
the  gold  reserve  ? — Yes. 

814.  Since  1902  the  currency  consists  of  one- third 
in  gold  and  as  to  two-thirds  in  the  intrinsic  value  of 
the  rupee  ? — ^Yes. 

816.  Are  you  not  breaking  the  currency  statute  by 
usuing  that  gold  for  other  purposes  ?  If  you  put  it 
into  securities  without  passing  a  law  enabling  you  to 
do  that,  do  you  not  violate  the  currency  law  ? — No. 
You  ought  to  remember  that  it  was  never  proposed 
that  this  one-third  of  the  value  of  the  new  coinage 
should  go  into  circulation  as  currency  ;  it  was  proposed 
that  it  should  be  held  outside  the  currency  as  a 
reserve. 

816.  As  Lord  Faber  says,  the  rupee  is  not  protected 
by  the  intrinsic  value  of  the  silver ;  it  is  preserved  in 
its  actual  entire  value  by  that  one-third  gold  and  two- 
thirds  of  silver.  Was  it  not,  therefore,  a  violation  to 
use  that  gold  for  other  purposes  than  for  the  currency 
reserve  before  a  year  expired  after  the  report  of  the 
Fowler  Committee  ? — When  you  say  it  was  so  used 
before  a  year  expired,  are  you  referring  to  the 
investments  ? 

81V.  Yes ;  you  cannot  make  currency  investments 
without  putting  it  into  a  law.  Have  you  passed  a  law 
to  that  effect  .!* — This  is  a  question,  I  understand,  of 
the  procedure  that  ought  to  be  gone  through  before 
effect  is  given  by  a  specific  scheme  to  any  of  the 
recommendations  of  the  Fowler  Committee.  If  you 
were  arguing  or  suggesting  that  statutory  provision  is 
required  in  each  case  I  have  not  very  much  to  say 
against  it.  I  think  on  the  whole  it  has  worked  very 
well  under  the  practice  of  leaving  the  executive 
discretion  to  the  Secretary  of  State  and  to  the  Govern- 
ment of  India,  but  I  can  see  a  good  deal  to  be  said 
for  the  view  that  statutory  regulation  is  better.  I  do 
strongly  demur  to  the  statement  that  there  was  any 
departure  from  the  recommendations  of  the  Fowler 
Committee. 

818.  There  was  a  substantial  departure  within  a 
year.  Is  the  opinion  of  public  bodies  in  India- worth 
anything  to  the  Secretary  of  State  or  to  the  Government 
of  India  ? — Yes.  You  must  realise  that  the  Secretary 
of  State  attaches  very  great  importance  ,to  the  opinion 
of  public  bodies,  and  you  will  not  forget  this,  that  for 
many  years  after  this  action  had  been  taken  and  was 
very  well  known  the  public  bodies  in  India  were  very 
happy,  and  they  uttered  no  word  of  remonstrance. 

819.  Do  you  remember  that  between  the  closing  of 
the  Mint  in  1893  and  the  appointment  of  the  Fowler 
Committee  in  1898,  the  Government  of  India  were 
under  great  aggravations  to  put  the  exchange  at  Is.  4d.  ? 
—Yes. 

820.  The  measures  they  took,  to  my  mind, militated 
against  exchanges  at  Is.  4d. ;  it  was  not  the  wit  of 
the  Government  of  India  nor  of  the  Secretary  of  State 
that  established  the  parity  at  la.  4d.,  but  it  was 
established  by  a  series  of  circumstances  over  which 
they  had  no  control,  and  they  found  themselves 
astonished  that  it  was  established  without  anybody 
else's  interference.  Can  you  tell  me  what  experience 
or  reason  the  Secretary  of  State  and  the  Government 
of  India  had  to  depart  within  a  year  from  the  recom- 
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mendations  of  the  Fowler  Committee  ? — My  answer  to 
that  is  that  for  the  reasons*  which  I  gave  to  the 
Chairman  I  do  not  admit  that  there  was  any  departure. 

821.  Within  a  year  you  commenced  changing  and 
chopping  and  putting  it  into  securities  ? — No.  I 
maintain — whether  rightly  or  wrongly  the  Commission 
must  judge — that  the  overwhelming  balance  of  evidence 
is  that  what  was  done  in  this  matter  was  in  accordance 
with  the  recommendations  of  the  Fowler  Committee. 

822.  You  had  no  experience  of  gold  coming  in  to 
snch  an  extent  as  to  bring  the  parity  of  exchange  to 
Is.  4d.  until  1900  and  1901,  and  so  soon  as  you  got 
gold,  instead  of  following  the  recommendations  of  the 
Fowler  Committee  for  two,  three,  or  four  years,  just  to 
judge  what  steps  you  should  take,  you  took  the  gold 
as  in  Alnaschar's  dream,  and  went  about  putting  it 
anywhere  you  liked  without  thinking  of  any  future 
failure  of  flow  coming  along  as  it  did  in  1907-8  ? — Might 
I  just  inteiTupt  to  say  that  when  the  trouble  came  in 
1907-8  the  resources  that  we  had  put  aside  with  the 
interest  that  had  accrued,  which  was  very  considerable, 
were  available  to  meet  the  trouble. 

823.  I  think  the  first  man  to  suggest  it  was 
Sir  Edward  Law,  at  least  from  your  correspondence  it 
appears  like  that.  I  suppose  you  do  not  know,  but 
I  know  for  certain,  because  I  had  it  from  him,  that  he 
recanted  very  much  and  went  to  the  India  Office  and 
said  he  was  sorry  for  having  recommended  that  course 
and  hoped  that  the  India  Office  would  see  the  utility  of 
changing  their  course,  otherwise  there  might  be  disaster. 
Have  you  any  knowledge  of  that  change  of  view  on 
Sir  Edward  Law's  part  ? — No.  It  is  a  difficult  question 
because  Sir  Edward  Law  made  a  certain  recommendation 
which  was  not  accepted  by  the  Secretary  of  State,  and 
the  Secretary  of  State  introduced  a  different  scheme. 
If  there  was  a  change  of  view  presumably  it  would  be 
that  Sir  Edward  Law  finally  came  to  see  that  the 
Secretary  of  State's  amendment  was  an  improvement 
on  the  original  proposition. 

824.  Lord  Ourzon,  you  will  remember,  did  not 
agree  to  Sir  Edward  Law's  amendment,  for  he  says  in 
his  Minute  of  8th  July  1900,  "  I  hazard  these  doubts 
"  not  because  I  presume  to  set  up  my  financial 
"  authority  against  that  of  the  hon.  member,  but  for 
"  two  reasons ;  firstly,  I  am  not  convinced  that  they  are 
"  necessary  for  the  success  of  his  own  scheme ; 
"  secondly,  I  have  a  natural  suspicion  of  anything 
"  that  may  tend,  in  the  present  early  stage  of  our 
"  currency  policy,  to  cause  alarm  "  (paragi-aph  4  (5)  to 
Enclosure  II.  of  Government  of  India's  letter.  No.  302, 
of  6th  September  1900,  Appendix  V.,  page  123)  ? — May 
I  interrupt  you  there  for  a  moment  ?  These  remarks  of 
Lord  Ourzon's  relate  to  two  proposals  by  Sir  Edward 
Law  which  were  never  carried  into  effect — proposals 
regarding  the  paper  cuiTency  reserve. 

825.  Then  may  I  ask  you  to  look  at  the  despatch  of 
the  Secretary  of  State  in  Appendix  V.  (page  154),  No.  62, 
dated  26th  April  1907,  in  which  he  says,  "  Before  dealing 
"  in  detail  with  yotu'  objections  to  the  course  actually 
"  pursued,  I  wish  to  remind  you  of  the  circumstances  in 
"  which  it  was  decided  to  adopt  it  in  December  last. 
"  The  London  money  market  was  at  that  time  suffering 
"  from  severe  stringency,  and  it  was  a  matter  of  direct 
"  and  immediate  importance  to  India  that  this  should 
"  not  be  increased,  since  guaranteed  debenture  bonds 
"  amounting  to  1,795,100^.  were  to  fall  due  between 
"  31st  December  1906  and  18th  February  1907,  of 
"  which  it  was  very  desirable  that  1,374,600Z.  should 
"  be  renewed."  Were  you  not  making  a  mistake  when 
you  said  that  you  were  able  to  realise  your  securities 
in  1908  ?  The  greatest  stringency  was  in  December 
1906.  Supposing  that  a  crisis  had  come  on,  what 
would  have  been  the  fate  of  these  securities ;  would 
the  Secretary  of  State  have  dared  to  sell  eight  millions 
securities  at  that  time  ? — Just  let  me  remind  you  that 
the  end  of  1907  and  early  in  1908 

826.  I  am  talking  of  1906-7  !>— I  know,  but  I 
want  to  bring  this  in  coimection  with  it.  When 
the  sale  of  securities  actually  took  place,  a  much 
worse  financial  crisis  had  occun-ed  than  is  mentioned 
in  the  passage  which  you  have  just  quoted.  You 
must    have    regard  to    the    relative    proportion    of 
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things.  In  this  despatch  which  you  are  referring 
to,  the  Secretary  of  State  says,  "  Between  the  two 
"  methods  of  liberating  certain  money  in  India, 
'■  neither  of  which  was  open  to  any  very  gi'eat 
"  objection,  I  chose  a  particular  method  because  it 
"  was  less  liable  to  cause  a  difficulty  ia  the  renewal  of 
"  certain  debentures."  Ton  must  not  build  on  that 
foundation  the  statement  that  if  we  had  wished  to  sell 
securities  for  a  very  serious  emergency  at  that  time  we 
could  not  have  done  it.  We  were  merely  exercising  in 
this  passage  a  little  common  sense,  I  take  it. 

827.  Are  not  poUtical  considei-ations  and  market 
considerations  taken  into  account  when  these  large 
transactions  are  entered  into  by  the  Government  ? 
—Yes. 

828.  The  Secretary  of  State  was  afraid  that  if  this 
amount  of  a  million  and  a  quarter  was  to  fall  due  it 
would  hinder  him  in  his  financial  airangements  if  he 
took  away  a  million  or  so  of  money  from  the  Bank  of 
England  at  that  time  ? — Of  course  he  was.  When  one 
has  a  number  of  operations  to  carry  out  for  the  benefit 
of  India  they  are  materially  helped  by  an  easy  money 
market. 

829.  Let  me  tell  you  my  personal  experience.  In 
the  months  of  March  and  June  1908,  the  rate  of 
discount  had  fallen  to  2  per  cent,  and  Consols  had  gone 
up  to  88,  which  was  not  the  case  in  1906 ;  so  when 
the  Secretary  of  State  and  you. boast  of  having  been 
able  to  realise  those  large  blocks  of  securities,  I  think 
you  did  not  consider  what  position  you  were  in  in  1906 
and  1908.  He  was  afraid  in  December  1906.  to  put 
the  proceeds  of  the  Council  Bills  in  the  Gold  Standard 
Resei-ve.  although  the  Government  of  India  held  the 
Treasury  Bills  to  be  drawn  upon,  and  the  Government 
of  India  wired  to  the  Secretai-y  of  State  that  they  were 
breaking  the  law  in  being  asked  to  do  what  they  were 
asked  to  do  ?■ — That  is  a  statement  of  the  position  that 
I  should  not  accept.  May  I  just  add  a  remark  ?  If 
your  argument  is  that  Consols  in  very  large  quantities 
would  not  be  easily  realisable  in  a  difficult  money 
market,  I  agree  with  you. 

830.  Will  you  look  at  the  telegraphic  con-espon- 
dence,  beginning  with  telegi-am  to  Viceroy  dated  18th 
December  1906,  page  149,  in  Appendix  V.  .''  The 
Secretary  of  State  did  an  unlawful  thing,  did  he  not,  in 
buying  four  millions  of  silver  to  avoid  his  difficulty  and 
sending  it  out  to  India,  for  which  the  Government  of 
India  had  no  need  ? — That  I  must  reaUy  demur  to.  In 
Bnolosui-e  No.  1  to  the  last  despatch.  No.  76,  dated 
23rd  May  1913,  pp.  207-8,  you  will  see  that  there  was 
no  purchase  of  silver  made  in  excess  of  the  real 
requirements. 

831.  The  Government  of  India  said  that  thejf  wei*e 
foi'ced  to  accept  four  millions  sent  to  them  for  which 
they  had  no  need,  and  which  weakened  the  gold 
balances  that  would  have  been  very  useful  for  the 
next  year  ? — I  wish  you  to  note  that  one  part  of  the 
Government  of  India's  statement  seems  to  the  Secretary 
of  State  to  be  so  incomplete  as  to  be  almost  misleading. 
The  last  word  on  that  subject  is  in  a  document  which 
has  been  recently  added  to  the  collection  in  Appendix  Y. 
and  which  perhaps  you  have  not  got.  It  is  a  despatch 
from  the  Secretaiy  of  State  to  the  Government  of 
India,  No.  76,  dated  23rd  May  1913.  The  import- 
ance of  that  is  that  it  does  call  attention  to  certain 
considerable  omissions  in  that  statement  to  which  you 
have  just  referred. 

832.  I  ask  your  attention  to  paragraph  5  of  the 
letter  from  the  Government  of  India,  No .  48,  dated 
29th  Febmai-y  1912,  page  197,  in  Appendix  V. ;  you  will 
see  it  said,  '"  The  Secretary  of  State,  however,  finally 
"  refused  to  earmark  the  necessary  quantity  of  gold  for 
"  the  reason,  among  others,  that  he  was  obtaining  4^  per 
"  cent,  interest  on  his  balances ;  and  to  enable  us  to  repay 
"  our  forced  loan  from  the  Gold  Standard  Reserve  he 
"  bought  4,000,000Z.  worth  of  silver  in  March  1907. 
"  Our  silver  requirements  for  the  year  had  been 
"  carefully  calculated  by  us  before  that "  ? — Without 
going  into  that  statement  in  detail  1  say  that  it  is  a 
very  incomplete  statement  that  the  Government  of 
India  made,  and  that  it  cannot  be  properly  understood 
unless  you  read  with  it  this  despatch  of  the  Secretary 
of  State  dated  23rd  May  1913  and  its  enplosure^, 


833.  What  I  am  bringing  to  your  notice  is  what  the 
Chairman  has  already  brought  to  your  notice— certain 
circumstances  of  a  difficult  market,  and  to  show  how 
difficult  the  market  at  one  time  was  ? — Will  you  take  it 
from  me  that  I  quite  agree  with  you  that  at  certain 
times  the  markets  in  London  for  the  sale  of  securities 
are  extremely  difficult.  1  gather  that  that  is  the  point 
that  you  wish  to  make,  and  I  naturally  quite  accept  it. 

834.  Again  taking  the  Silver  Reserve  of  the  Gold 
Standard,  has  it  ever  been  used  up  till  now  ?— Yes. 

835.  It  was  used  wi-ongly,  as  is  shown  by  the 
reference  to  the  four  millions  I  have  just  quoted  ;  and 
it  has  never  been  used  under  necessity  ? — It  has  been 
used  on  several  occasions.  As  you  will  see  from  the 
statements  I  have  given,  rupees  have  at  times  been  taken 
from  it  and  at  other  times  put  back  into  it. 

836.  I  suppose  that  was  done  once  ? — More  than 
once. 

837.  The  Secretary  of  State  asked  to  boiTOw  from 
the  silver  of  the  Gold  Standard  Reserve,  and  it  has 
never  been  repaid  ? — No — ^pardon  me.  Loans  have  been 
taken  from  it  more  than  once,  and  I  think  it  has  been 
a  great  convenience  to  take  money  from  it  temporarily 
and  to  repay  it  at  difEerent  times.  If  you  care  to  have 
those  particulars  look  at  Statement  A.,  Appendix  III., 
page  97,  and  you  will  see  three  footnotes  referring  to 
three  several  loans  at  difEerent  periods. 

838.  After  that  chopping  and  changing  we  come  to 
the  crisis  of  1907-8,  and  duiing  that  crisis  at  one  time 
it  seemed  both  to  the  Secretary  of  State  and  to  the 
Government  of  India  that  the  exchange  might  break 
down? — It  seemed,  you  mean,  to  the  mercantile 
public  ? 

839.  No  ;  when  the  Government  of  India  proposed 

to  give  10,OOOZ.  a  day ? — Pardon  me  ;  let  me  put 

the  true  faots.  We  never  had  any  doubts  that  the 
exchange  woidd  be  maintained.  I  think  that  the 
Government  of  India  at  that  time  thought  that  it 
could  be  maintained  with  less  support  than  proved  to 
to  be  actually  required.  That  is  the  only  significance 
of  your  incident  of  the  10,000^ 

840.  Before  this  crisis  came  the  mercantile  public 
of  India  were  alarmed  and  suspicious,  and  questions 
were  asked  in  the  Legislative  Council  whether  there 
was  sufficient  gold  to  maintain  the  exchange.  Sir  Ed- 
ward Baker  replied  that  there  was  sufficient  for  all 
possible  contiigencies.  Then  came  the  crisis,  and  the 
first  result  was  that  only  10,000^.  of  gold  was  asked  for 
by  a  man  from  the  Accountant- General  of  Bombay,  and 
the  Accountant- General  said,  "Why  do  you  ask  for 
it  ? "  And  he  wired  to  Sir  Edward  Baker,  and 
Sir  Edward  Baker  said,  "  Gold  is  not  for  export ; 
it  is  only  for  internal  purposes."'  That  was  the  first 
move,  was  it  not,  that  the  Government  of  India  took 
for  safeguarding  the  exchange  ?— I  should  not  in  any 
way  wish  to  criticise  what  the  Government  of  India  did. 
I  think  that  in  this  hoai-ding  lip  of  their  gold  they 
did  not  show  the  best  possible  judgment,  and  that  the 
Secretai-y  of  State  took  that  view  is  indicated  by  the 
telegrams  that  you  have  in  Appendix  V.  But  that  has 
little  bearing  on  the  question  whether  we  did  ultimately 
maintain  exchange  when  this  crisis  occurred. 

841.  I  do  riot  think  the  Secretary  of  State  said  that  ? 
—I  do  not  know  whether  you  have  seen  this  rather 
mterestmg  telegram.  The  Secretaiy  of  State  tele- 
graphed out—"  Please  infoi-m  me  if  it  is  the  case  as 
"  reported  here,  that  you  have  informed  the  exchange 
"  bants  that  you  will  not  give  gold  for  export  while 
"you  continue  to  give  it  for  internal  purposes,"  and 
the  Government  of  India  gave  a  kind  of  explanation. 
I  would  draw  yom-  attention  to  the  telegrams  dated 
dL  V  November  1907  on  page  164  of  Appen- 

842.  I  want  you  to  look  at  the  Secretary  of  State's 
telegram  of  28th  November  1907  in  Appendix  V. 
m  response  to  the  Government  of  India  in  which  he 
said  It  IS  a  tempoi-aiy  measure  to  which  he  does  not 
bind  hunself,  which  alarmed  the  whole  Indian  public 
1  hat  was  after  receiving  the  advice  of  the  Indian  Govern- 
ment to  seU  or  buy  250,000?.  a  week.  My  object  in 
brmging  this  to  your  attention  is  that  fortunately  at 
that  time  the  Secretary  of  State  was  in  a  good  position 
othei-wise,   if   he  had   been    afraid    to    sell    securities' 
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what  would  have  become  of  the  Indian  public  and 
the  exchang^  Will  ,you  look  at  the  telegram  in 
Appendix  V.  dated  6th  December  1907  (page  166),  from 
the  Secretary  of  State  to  the  Finance  Department, 
"  Banks  should  be  told  that  this  communication  is  made 
"  because  you  recognise  advantage  of  letting  them 
'■  know  your  views  and  intentions,  but  that  it  does 
"  not  convey  a  definite  pledge,  and  that  Govern- 
"  ment  resei-ves  discretion  to  act  as  it  thinks  best 
"  in  any  future  case  on  consideration  of  all  circum- 
stances then  existing."  So  it  was  not  an  absolute 
promise  ?-^Let,me  put  it  to  you  that  in  1906, 1907,  and 
1908,  the  Secretary  of  State  and  his  Oounoil  and  his 
advisers  were  all  the  same  .persons,  and  the  policy  that 
you  see  in  these  different  years  is  the  same  policy  all 
through. 

843.  The  Secretary  of  State  at  last  acted  very  boldly 
and  saved  the  situation,  and  made  a  precedent  for 
future  guidance  ;  I  admit  that.  But  our  discussion  is 
about  the  strength  of  the  Gold  Standard  Reserve. 
Tou  had  at  that  time  23  millions  in  gold ;  you '  say 
25  millions  is  quite  suflBcient,  and  yet  the  Secretary  of 
State  was  not  quite  satisfied  ? — ^What  you  say  is  quite 
true.  At  the  time  that  that  telegram  which  you  have 
just  read  was  written,  we  were  on  the  point  of  em- 
barking on  a  coui'se  which  was  really  unique,  I  think, 
in  the  financial  history  of  the  woi'ld  ;  we  were  a  little 
cautious  in  the  language  that  we  used  so  as  not  neces- 
sarily to  make  it  a  binding  precedent  for  all  future 
generations.  Anyone  else  who  was  doing  so  huge  and 
important  a  piece  of  business  at  very  short  notice  would 
equally,  I  think,  if  prudent,  have  used  those  qualifying 
words.  To  all  intents  and  purposes,  as  youyery  kindly 
said,  we  did  the  bold  thing,  and  we  did  it  on  a  very 
large  scale  ;  so  that  the  history  of  that  period  does  not 
indicate  "that  we  were  hampered  by  insufficiency  of 
means. 

844.  The  Secretary  oE  State  has  not  guaranteed 
exchange  at  Is.  4d.,  I  think  ? — No. 

845.  If  the  Secretary  of  State  does  not  guarantee 
exchange  at  Is.  4sd.  should  India  not  take  her  own 
course  in  making  the  exchange  as  permanent  as 
possible,  and  sacrificing  everything  to  that  because 
the  breaking  of  the  exchange  means  the  ruin  of 
India  ? — As  a  matter  of  fact,  although  one  does  not 
want  exchange  to  go  down,  supposing  that  the 
exchange  did  go  down  by  a  few  32nds  for  a  short  time, 
neither  the  Indian  Empire  would  come  to  an  end  nor 
would  Indian  merchants  be  very  seriously  injured.  I 
do  not  wish  to  minimise  the  importance  of  maintaining 
exchange,  but  I  do  submit  that  you  should  not 
exaggerate  it,  you  should  not  speak  as  though  India 
woiSd  be  i-uined  supposing  that  the  exchange  were 
Is.  S^d.  instead  of  Is.  3||d. 

846.  Do  you  accept  this,  that  the  only  currency 
and  the  right  currency,  whether  standard  or  not,  should 
be  that  by  which  you  can  transfer  your  wealth  from 
one  country  to  the  other  with  only  the  loss  of  exchange 
and  the  cost  of  insurance  and  commission  ?t— ,We  have 
been  trying  all  these  years  to  build  up  the  Indian 
currency  system  so  that  it  may  be  as  you  have 
described. 

847.  Tou  I'emember  that  exchange  went  down  from 
Is.  4-d.  after  the  closing  of  the  Mint  tp  Is. J? — It  was  to 
a  little  over  Is. 

848.  Do  you  know  what  that  meant-^reducing  om- 
wealth  to  one  half  P^Not  to  one  half. 

849.  By  about  25  per  cent. — 16  to  12  ? — The  value 
of  the  rupee  went  down. 

850.  If  I  had  my  fortune  to  transmit  to  this 
country,  if  I  had  taken  my  money  out  at  Is.  id.,  I 
should  have  had  to  bring  it  back  at  12d.,  and  what  had 
I  done  to  suffer  that  loss,  and  yet  Lord  Morley  speaks 
of  things  being  fairly  right ;  we  do  not  want  '•  fairly," 
we  want  it  absolute.  We  want  to  put  the  exchange  on 
a  basis  which  the  power  of  the  Secretary,  of  State  or 
anybody  else  Could  not  shake.  After  the  crisis  the 
Government  of  India  have  taken  the  lesson  to  heart, 
and  that  is  indicated  in  the  despatch  of  the  Govern- 
ment of  India,  No.  89,  dated  1st  April  1909,  page  168, 
in  Appendix  V.  It  is  just  a  despatch  with  which  every 
chamber  of  commerce  and  commercial  community 
in  India  would  agree ;   but  that  despatch  is  flouted 


by  the  Secretary  of  State,  and  when  they  asked  for 
25  millions  liquid  gold  the  Secretary  of  State  allows 
one  million,  and  that  not  in  gold  but  to  be  lent 
on  securities.  If  you  do  not  agi'ee  with  that  state- 
ment how  would  you  say  the  Government  of  India's 
recommendation  was  treated  by  the  Secretary  of 
State? — It  was  considered  with  great  care  and  a 
reasoned  reply,  and  I  'ventiu'e  to  think  a  convincing 
reply,  was  given  to  the  arguments  put  forward  in  it. 
What  was  said  in  this  despatch  that  the  Secretary  of 
State  sent  on  2nd  July  1909  (see  Appendix  V.,  page  175), 
has  to  some  extent  been  modified  since ;  but  I  do  not  think 
there  is  a  word  or  a  sentence  in  that  which  the  present 
Secretary  of  State  would  not  agree  with.  Also,  I  notice 
you  mention  that  the  remarks  of  the  Government  of 
India  were  flouted;  I  do  not  think  you  will  find  a  single 
sentence  there  which  was  not  highly  courteous  and 
appreciative  in  its  method  of  expression. 

851.  Yes,  very  courteous,  but  if  I  ask  as  an  equal 
co-partner  for  25  millions  sterling  I  am  treated  as  less 
than  a  clerk  if  you  only  allow  one  million  in  all,  and 
that  not  in  the  way  I  wanted  it.  Is  that  very  cour- 
teous ?  Of  course,  the  language  can  be  as  courteous 
as  possible,  but  was  that  right  ? — It  is  very  difficult 
for  me  to  argue  these  points,  and  I  do  not  want  to 
take  up  the  time  of  the  Commission  in  giving  ray 
alternative  summary  of  this  despatch  from  the  Secre- 
tary of  State  which  you  rather  describe  as  giving  one 
million  when  25  millions  were  asked  for.  But  I  do 
want  to  make;  it  clear  that  I  do  not  accept  your 
summary  as  being  an  adequate  statement  of  the 
contents  of  this  despatch  of  the  2nd  July  190fl. 

852.  Are  the  Government  of  India  representative  of 
the  opinion  of  India  ? — Tes .  If,  however,  yon  are  putting 
this  point,  that  in  these  matters  the  Secretary  of  State 
is  caUed  upon  unhesitatingly  and  without  qualification  to 
do  anything  that  the  Government  of  India  may  put  to 
him,  then  I  say  that  that  is  not  the  constitution  of 
India,  and  I  also  say  that  if  he  had  acted  on  that 
principle  all  through,  many  serious  mistakes  would 
have  been  committed.  I  also  draw  your  attention  to 
the  fact  that  at  different  times  the  Government  of 
India  have  held  different  views  on  particidar  matters, 
and  if  your  view  were  accepted  one  year  the  Secretary 
of  State  .must  do  so-and-so  because  the  Government 
of  India  wish  it,  and  another  year  he  must  do  the 
opposite  because  the  new  Government  of  India  does 
not  wish  it ;  that  is  not  the  way  in  which  the 
Empire  can  be  carried  on. 

853.  Does  that  mean  that  London  and  the  London 
.i^nanci^l  world  is  too  much  represented  on  the  Secretary 
of  State's  Council  ? — I  think  if  I  wished,  and  I  say  this 
in  the  friendliest  spirit,  I  might  take  exception  to  that 
question  as  being  on  a  matter  which  is  very  much 
outside  my  sphere ;  but  since  you  have  i-aised  it,  it 
gives  me  the  opportunity  of  saying  that  for  many  years 
I  have  had  to  do  with  the  Finance  Committee  of  this 
office  and  with  the  London  financiers  who  take  a  certain 
part  in  the  deliberations  of  the  Finance  Committee, 
and  if  you  mean  to  convey  that  there  is  any  difference 
between  the  interests  which  those  men  attempt  to 
serve  and  the  interests  which  the  Government  of  India 
attempt  to  serve,  then  you  are  mistaken.  We  are  all 
working  to  the  best  of  our  ability  to  serve  the  same 
iiiterests. 

854.  All  the  arguments  in  the  correspondence  in 
Appendix  V.  that  you  have  put  in  are  all  "  probably  " 
and  "  fairly,"  but  in  a  matter  of  the  exchange,  where 
it  is  the  life  and  death  of  the  country,  should  not  the 
security  be  absolute  ? 

855.  (Sir  Biohert  Chatmers.)  Is  not  that  the  whole 
object  of  the  policy? — The  whole  object  of  our  policy 
is  to  give  security  of  exchange,  and  at  the  same  time  I 
should  add  this,  not  to  sacrifice  other  interests,  which 
ore  at  least  as  vital,  to  that  particular  one. 

856.  (Sir  Shapurji  Broacha.)  If,  for  all  that,  India  is 
willing  to  lose  interest,  if  her  Chambers  of  Commerce  are 
willing  to  lose  interest,  and  if  they  want  liquid  gold,  what 
does  the  million  and  half  of  ultimate  profit  matter — they 
do  not  want  it  ? — That  is  really  important.  The  effec- 
tiveness of  a  Gold  Standard  Reserve  depends  primarily 
on  its  amount.  If  by  a  certain  course  of  action  you 
convert  a  reserve  of  16,200,000i.  into   a   reserve  of 
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18,500,000Z.,  you  have  to  the  extent  of  that  2,300,000Z. 
given  greater  security  to  exchange.  That  I  think  is 
obvious  and  elementary,  and  that  is  what  the  Secretary 
of  State  has  done  by  this  policy  of  earning  interest. 
It  may  be  right  or  it  may  be  wrong  for  a  variety  of 
reasons,  but  it  has  undoubtedly  added  to  the  security 
of  the  exchange  valiie  of  the  rupee. 

857.  If  this  country  were  to  go  on  at  the  same  rate 
of  expenditure  on  the  Army  and  Navy  as  before  the  Boer 
war  they  would  have  largely  reduced  the  national  debt 
by  this  time,  or  paid  it  off ;  is  it  not  that  they  are 
spending  the  vast  amount  they  ai-e  for  an  absolute 
security  and  not  for  a  comparative  security ;  and  is 
not  this  subject  that  we  are  dealing  with  a  matter  of 
the  same  kind  and  even  of  greater  importance  to 
India  ? — I  do  not  thiak  we  can  get  very  fai-  in  this 
discussion,  but  I  can  sum  up,  I  think,  the  difference 
between  us,  and  then  perhaps  we  might  leave  it  to  the 
Commission.  You  would  say,  as  I  understand  you, 
that  16,200,000Z.  in  gold  gives  you  more  security  than 
18,500,000Z.  in  securities,  because  you  would  say  that 
although  the  amount  is  less  the  certainty  of  having 
that  when  you  want  it  is  more.  I  should  say,  and  I 
hope  I  am  right,  that  18,500,000Z.  of  securities  is 
better  than  that,  because  the  advantage  of  the  amount 
is  something  clear  and  tangible  and  the  realisability 
is  sufficient  for  any  reasonable  need.  But  whether  we 
are  right  or  wrong,  I  do  not  think,  if  I  may  put  it,  that 
we  shall  get  much  further  than  that ;  you  have  put 
very  clearly  the  difference  between  us,  and  I  think  we 
might  now  leave  it. 

858.  No,  I  am  going  further.  If  this  were  done  in 
the  interests  of  the  London  market  would  not  the 
London  market  be  better  off  by  allowing  India  to 
accumulate  gold  here  P — There  is  one  thing  to  which- — 
and  you  will  not  mind  my  saying  so,  will  you  P — I 
always  take  exception,  and  I  think  it  is  my  duty  to  do 
so.  Whenever  it  is  suggested  that  the  affairs  of  the 
India  Office  and  of  the  Indian  Empire  are  conducted  in 
the  interests  of  the  London  market,  I  always  venture 
in  respectful  language  to  take  exception  to  it,  because 
it  is  not  only  contrary  to  the  fact,  but  it  conveys  a  veiy 
harmful  impression. 


859.  Let  us  take  this  gold  resei-ve  in  another  way. 
Supposing  England  were  engaged  in  a  great  war  and 
all  the  securities  had  gone  down;  I  do  not  know 
whether  you  will  admit  or  not  that  if  England  were 
engaged  in  a  great  war,  within  a  fortnight  the  Bank  of 
England  would  have  to  stop  payment  of  gold? — I 
have  often  thought,  I  may  say,  of  the  problems  arising 
out  of  that.  The  question  what  would  happen  in  the 
event  of  a  suspension  of  specie  payments  is  a  subject 
that  is  very  familiar  to  me. 

860.  Howr.  then,  shall  we  sell  either  short-dated 
securities  or  long-dated  securities  ?  Is  it  not  a  fact 
that  two  millions  more  of  gold  in  the  Bank  of  England 
now  would  have  a  greater  effect  on  the  rate  of  interest 
than  60  millions  and  more  of  securities  ?  I  am  dealing 
with  liquid  gold  and  gold  in  securities,  and  I  am 
talking  of  nothing  else  ? — ^I  understand  fully  up  to  now 
the  arguments  in  favour  of  having  metallic  gold,  but  I 
think  you  are  developing  a  new  argument  which  I  do 
not  follow. 

861.  If  India  were  allowed  to  accumulate  gold — 
and  India  is  the  only  country  that  could  accumulate 
gold — ^would  it  not  be  the  saving  of  the  Empire  at  the 
time  the  Bank  of  England  had  no  gold  left  ? — My  own 
view  is  that  it  is  not  the  business  of  India  to  save  the 
Empire.  The  busiuess  of  India  is  to  look  after  its 
own  affairs. 

862.  Supposing  we  have  50  millions,  then  I  do  not 
think  the  Bank  of  England  would  be  under  the  neces- 
sity of  going  to  France  to  borrow  three  millions  ? — I 
have  the  greatest  respect  for  the  Bank  of  England, 
but  it  is  not  our  business,  unless  it  happens  to  coincide 
with  our  interests 

(Sir  Shapurji  Broacha.)  We  are  considering  our 
interests,  you  know.  I  am  a  broker  of  over  49  years' 
experience,  and  I  could  not  get  an  advance  on  a  lakh 
of  rupee  paper  at  one  time.  We  are  always  spending 
millions  in  preparing  for  war,  but  those  millions  are 
for  one  day  only,  and  what  we  are  now  preparing  for  is 
that  one  day  in  India  when  the  Secretary  of  State  will 
not  pay  our  losses ;  that  is  certain. 


The  witness  withdrew. 
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Sir  Shapxteji  Buejoeji  Beoacha. 


Sir  James  Begbie. 

Mr.  RoBEET  Woodbuen  Gillan,  C.S.I 

Mr.  John  Matnard  Keynes. 

Mr.  Basil  P.  Blackett  (Secretary). 


Mr.  Lionel  Abeahams,  C.B.,  recaUed  and  further  examined. 


863.  (Sir  Shapurji  Broacha.)  Will  you  refer  to  para- 
graph 7  of  the  letter  from  the  Government  of  India  to 
the  Secretary  of  State,  No.  89,  dated  1st  April  1909,  page 
170,  in  Appendix  Y.  ?  It  is  there  said, "  The  point  is  one 
"  on  which  informed  public  opinion  in  India  is  singularly 
"  unanimous.  We  are  frequently  asked  why  we  strain 
••  after  interest  on  the  reserve,  which  is  the  basis  of 
"  our  currency  system,  and,  consequently,  one  of  the 
"  chief  pillars  of  the  credit  of  India;  and  it  is  pointed 
•  out  that  other  countries  are  careful  to  retain  the 
"  ultimate  foundation  of  their  credit  in  bullion    .    .    . 


"  Moreover,  we  conceive  that  the  position  of  the 
"  Government  of  India  in  the  markets  of  the  world 
"  would  be  much  stronger  as  the  possessor  of  a  large 
^'  store  of  liquid  gold  than  as  the  possessor  of  a 
^'  corresponding  capital  in  consols  or  similar  securities. 

In  the  former  case,  the  Indian  Government  might  in 
"  an  emergency  be  powerful  to  help  the  market ;  in  the 
"  latter  there  would  always  be  the  potential  danger  of 

their  wishing  to  realise  at  an  inconvenient  season  " 
That  being  an  opinion  expressed  in  1909,  the  Govern- 
ment of  India  hold  the  same  opinion  still,  do  they  not  ?— 
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They  hold  tli#same  opinion  as  regards  the  advisability 
of  having  a  large  part  of  the  reserve  in  gold.  "Whether 
they  hold  all  the  opinions  that  are  expressed  in  the 
passages  you  have  read,  I  do  not  know;  it  is  quite 
possible  that  the  reply  of  the  Secretary  of  State  to 
this  despatch  has  converted  them  ou  some  poiats. 

864.  (Lord  Faber.)  By  "gold,"  in  the  reply  you 
have  just  given,  do  you  mean  metallic  gold  F — Tes ;  I 
may  say  that  I  always  mean  metallic  gold  when  I  say 
"  gold." 

865.  {Sir  Shapurji  Broacha.)  Do  they  hold  the 
same  opinion  about  not  diverting  any  of  the  profits  on 
coinage  to  public  works? — Their  opinion  has  always 
been  in  that  matter,  since  1907,  that  at  a  certain  time 
the  profits  on  coinage  ought  to  be  used  for  public 
works.  In  1907,  as  you  will  see  from  the  correspond- 
ence in  Appendix  V.,  they  thought  that  that  could  be 
done  when  the  reserve  exceeded  20  millions ;  now  the 
scheme  is  to  do  it  when  the  reserve  exceeds  25  mUlions. 

866.  I  am  asking  whether  there  has  been  a  change 
of  opinion  during  the  four  years  since  1909 ;  I  am  not 
talking  of  1907  ? — At  the  present  time  the  Secretary  of 
State  and  the  Government  of  India  are  unanimous  in 
holdLng  that,  on  the  whole,  the  best  course  is  to  let 
the  reserve  accumulate  to  25  millions  before  any 
portion  of  the  coinage  profits  goes  to  public  works. 

867.  Then  the  G-ovemment  of  India  have  not 
changed  then-  opinion  within  the  last  four  years  ? — Ko. 
There  is  just  one.  point  to  add  in  order  to  make  that 
answer  quite  correct — I  am  not  sure  whether  25  millions 
was  the  figure  that  they  mentioned  in  1909. 

868.  Lord  Faber  asked  you  whether  you  would  not 
exhaust  all  the  gold  if  all  the  rupees  in  India  were 
tendered.  So  long  as  we  have  a  gold  standard  the 
Currency  Office  is  not  bound  to  pay  gold  against 
rupees,  is  it  ? — That  is  so. 

869.  Therefore  they  have  to  take  the  rupees  to  the 
exchange  banks  for  foreign  buyers  ? — Do  you  mean  that 
a  holder  of  rupees  has  to  buy  gold  ? 

870.  If  he  wants  gold  he  must  go  to  the  banks 
that  finance  the  export  trade  ? — If  I  follow  you  rightly, 
you  are  on  the  question  whether,  if  every  holder  of 
rupees  who  wanted  gold  tried  to  get  it  from  the 
Government,  the  Government  would  be  able  to  satisfy 
all  demands,  is  that  it  ? 

871.  No,  the  Government  has  the  power  to  refuse  ? 
— -Actually  the  practice  of  the  Government  has  always 
been  to  give  gold  freely  from  the  Paper  Currency 
Reserve  in  exchange  for  rupees,  and  I  interrupted  you 
because  I  do  not  wish  you  to  give  the  impression  that 
the  Government  holds  in  reserve  a  power  of  econo- 
mising its  gold  when  occasions  for  giving  it  out  arise. 
The  Government  has  not  really  held  that  power  in 
reserve. 

872.  There  are  more  often  rupees  in  India  than  gold  ? 
— Certainly. 

873.  If  aU  the  nipees  were  presented  there  is  not 
enough  gold  to  give  in  return  ? — Quite  so. 

874.  Against  that  we  are  on  a  gold  standard,  but 
have  not  a  gold  currency  ? — Tes. 

875.  If  there  was  a  gold  currency,  then  it  is 
possible  that  the  currency  for  issue  would  fail  if  all 
the  silver  were  tendered  ? — Do  you  mean  that  if  there 
was  a  scheme  under  which  the  Government  undertook 
to  give  gold  for  rupees  without  limit,  then  that  scheme 
might  break  down  through  a  deficiency  of  the  supply 
of  gold  ?  Of  coxirse  I  agree  with  that — it  is  obviously 
correct ;  but  I  do  wish  to  repeat  what  I  said  in  answer 
to  Sir  Robert  Chalmers,  that  no  one,  so  far  as  I  know, 
in  the  whole  history  of  the  world  has  ever  set  up  a 
scheme  under  which  such  an  obligation  would  be 
undertaken  by  the  Government. 

876.  There  is  no  fear  of  that  happening  so  long  as 
we  are  on  a  gold  standard  and  not  on  a  gold  currency  ? 

I   think  that  we  are   at  one.     I  will  not  dwell   on 

a  point  of  language,  but  I  think  that  what  you  mean 
commands  my  humble  concurrence. 

877.  (Sir  James  Begbie.)  The  gold  standard  re- 
sei-ve  is  peculiar,  is  it  not,  to  the  Indian  currency 
system  ? — Not  quite.  I  think  you  will  find  that  some 
of  the  eastern  colonies,  certainly  the  Sti-aits  Settle- 
ments, have  a  gold  standard  reserve,  in  a  small  way. 
I  think  the  PhiSppines  have  one.    In  addition  I  know, 


because  I  was  a  member  of  the  Committee  that  helped 
to  establish  it,  that  in  a  very  humble  way.  West  Africa 
has  a  similar  reserve. 

878.  I  was  speakiilg  more  of  the  old  gold  standard 
countries  in  the  world;  none  of  them  have  it,  have 
they  ? — No ;  in  fact  the  gold  standard  countries  in  the 
older  sense  of  the  word  scarcely  have  such  a  reserve, 
except  so  far  as  the  reserve  of  the  Bank  of  England  is 
in  a  sense  a  gold  standard  reserve. 

879.  That  is  different  to  the  gold  standard  reseiTe 
in  India,  which  is  accumulated  from  the  profits  on  the 
coinage? — Tes,  as  regards  its  origin  it  is  entirely 
different.  I  meant  as  regards  the  purpose  that  it  servos, 
that  is  to  say,  maintaining  a  stable  exchange  with  other 
countries,  there  are  points  of  resemblance. 

880.  Do  you  think  the  Committee  of  1898  antici- 
pated there  would  be  a  coinage  of  rupees  on  the  scale 
that  has  taken  place  when  they  recommended  a  special 
reserve  of  this  sort  ? — I  do  not  think  that  one  can 
answer  that  question,  and  I  may  put  to  you  the  diffi- 
culties. On  the  one  hand  it  is  quite  clear  that  they 
did  contemplate  coinage  in  the  future,  because  they 
provided  what  should  be  done  with  the  profits  of  such 
coinage;  but  as  far  as  I  can  gather,  they  probably 
thought  there  would  be  less  rupee  coinage  than  has 
actually  taken  place,  because  they  expected  the  gold 
would  go  into  the  currency  rather  more  freely.  I  give 
that  merely  as  an  opinion,  and  I  can  quite  understand 
that  others  who  were  present  at  the  meetings  of  the 
Committee,  or  who  read  the  report,  may  take  a  different 
view. 

881.  As  a  matter  of  piinciple,  do  you  think  it 
advisable  to  have  a  token  coinage  on  such  a  vast  scale 
as  in  the  case  of  India  ? — l^o.  I  think  that  if  the  pro- 
portion of  the  token  coinage  to  the  gold  currency 
gradually  falls  it  would  be  a  good  thing.  But  I  should 
like  to  say — and  this  is  equally  important  to  my  mind 
— ^that  I  think  it  would  be  a  very  evil  thing  that  the 
Government  should  take  steps  to  divert  the  feelings  of 
India  with  regard  to  the  currency  metal  that  they 
prefer  into  any  other  direction  than  what  they  would 
naturally  take. 

882.  But  you  would  not  object  to  them  encoiirag- 
ing  the  use  of  gold .'' — I  do  not  like  to  be  too  much  of 
an  optimist,  but  I  think  at  the  present  time  they  do 
exactly  the  right  thing.  They  practically  allow  any- 
one to  choose  the  metal  that  he  prefers,  subject  only  to 
this,  that  at  certain  times  they  cannot  give  gold  when, 
owing  to  adverse  circumstances,  the  stock  in  the 
Reserves  runs  down.  Except  on  those  special  occasions 
they  allow  everyone  a  free  choice,  and  I  think  that  is 
the  right  policy. 

883.  I  think  you  said  yesterday  you  would  not 
undertake  the  legal 'obligation  to  pay  gold  for  rupees  ? 
— That  is  so. 

884.  There  is  no  such  obligation  ? — No. 

885.  Is  that  not  a  reason  for  encouraging  the  use  of 
gold  coins,  and  also  restricting  as  far  as  possible  the  issue 
of  fresh  rupees? — -No  doubt  you  have  read  through 
these  various  papers.  The  policy  that  has  been  pursued 
consistently  has  been  not  to  coin  rupees  beyond  the 
amount  that  is  necessary;  when  I  say  "pursued"  I 
mean  what  has  been  recognised  as  the  ideal  policy.  In 
the  early  years  of  this  system,  in  1900,  as  you  know, 
that  was  carried  to  a  very  unfortunate  extent.  Ton 
have  read  the  history  of  how  the  Currency  Office  at 
Calcutta  had  to  close  before  the  right  time  because 
there  were  not  enough  rupees.  Since  then  there  has 
been  one  occasion  when  it  may  fairly  be  held  that 
there  was  an  excessive  coinage  of  rupees,  in  1907, 
and  in  order  to  prevent  anything  of  the  kind  recurring, 
a  better  scheme,  and  a  more  economical  scheme  of 
coinage  has  been  laid  down  and  is  now  followed. 

886.  Do  you  refer  to  the  Secretary  of  State's 
despatch  of  18th  February  1910,  No.  35,  in  Appen- 
dix V.  (page  185)  ?— Tes. 

887.  Am  I  correct  in  understanding  that  the  profits 

on  silver  coinage  are  usually  coined  into  rupees  ? ^I 

think  that  is  inevitable  really.  Tou  buy  so  much  silver 
and  you  coin  it  into  rupees ;  then  you  find  that  a 
certain  portion  of  it  represents  the  equivalent  at  Is.  4d. 
per  rupee  of  the  amount  spent  on  puvchasinst  the 


58 


ROYAL   COMMISSION    ON    INDIAN"    FINANCE   AND   CURRENCY  : 


6  June  1913.] 


Mr.  Lionel  Abbahams,  c.b. 


\_C(mtmued. 


silver,  and  then  there  is  so  much  left  over,  and  that 
is  the  profit. 

888.  And  that  is  coined  into  rupees  ? — Yes. 

889.  If  you  coin  the  profits  into  rupees  do  you  get 
any  profit  on  that  coinage  ? — No.  Let  me  put  an 
extremely  simple  case :  Ton  buy  lOOZ.  worth  of  sUver : 
if  you  are  making  no  profit  that  silver  would  coin 
simply  into  1,500  rupees,  but  you  find  actually  that  it 
coins,  say,  into  2,600  rupees — I  am  giving  an  illustra- 
tive figure  merely.  That  extra  1,000  rapees  is  the 
profit ;  and  having  been  once  realised  it  does  not  yield 
a  further  profit  at  compound  interest,  as  it  were.  That 
is  a  profit  that  has  once  been  realised.  Then  the  only 
question  which  arises  is  in  what  form  are  you  going  to 
keep  it. 

890.  It  seems  to  me  that  if  you  coin  the  profits 
into  rupees  ia  this  way  you  are  not  collecting  all  the 
profits  on  the  coinage  which  you  ought  to  get.-  Let  me 
give'.you  an  illjastration:  supposing  a  million  sterling, 
we  will  say,  passes  into  India  in  sovereigns  and  is  pre- 
sented at  the  Currency  Department :  you  pay  out  in 
exchange  for  those  sovereigns  a  crore  and  a  half  of 
rupees,  so  that  all  that  you  have  to  do  in  order  to 
replace  the  rapees  is  to  buy  enough  silver  to  coin  a 
crore- and  a  half ,  is  that  not  so  ? — Yes. 

891.  The  difference  between  the  cost  of  the  silver 
to  produce  that  number  of  rupees  and  the  gold 
received  is  the  profit  ? — There  are  two  ways  in  which 
one  can  regard  it,  and  I  do  not  think  there  is  any- 
thing really  between  us.  I  began  with  the  assump- 
tion that  you  spend  a  given  sum,  say,  1,000,OOOZ., 
on, buying  silver,  out  of  which  you  get,  first  of  all, 
the '  crore  and  a  haM,  which  represents  the  million, 
and  then,  say,  another  75  lakhs,  or  whatever  it  may 
he,  and  then  I  said  the  75  lakhs  is  the  profit.  -I 
think  that  you  differed  from  me  in  this  way,  that  sup- 
posing all  one  wants  to  get  is  150  lakhs  net,  then  your 
Way  of  putting  it  would  be  to  spend  not  1,000,000Z.  on 
huying  silver,  but  700;000Z.  and  then  you  would  get 
youi'  150  lakhs,  out  of  which,  say,  300,000?.  worth, 
45  lakhs^of  com-se  I  am  making  up  the  figures  as  I 
go  along^^ would  represent  the  profit.  Although  they 
look  a  little  different  at  first,  in  essentials  our  two 
methods,  I  think,  are  the  same,  except  rthat  they  deal 
with  different  quantities.  ,     .. 

892.  -Mypoiat  iq  that  when  you  coin  that  difference 
between  the  cost  of  the  silver  and  the  crore  and  a  half 
of  inipees,  the  reserve  does  not  get  all  the  profits  that 
it  dught  to  get? — According  to  what  seems  to  me  the 
simplest  way  of  lookiiig  at  it,  the  coinage  itself  is  a 
purely  mechanical  operation.  When  you  have  com- 
pleted your  coinage  and  coined  the  right  number  of 
i-upees,  then  you  make  up  your  accounts  and  see  that 
so  much'  represents  the  cost  price  of  the  silver,  that 
was  usedj  and  so-inuch  extra  you  .hold  in  i:upees,  a^d 
that  represents  profit. 

893.  Tajce  it  another  Tjiray  round,  In  tie  case  of  a 
miUipn  sterling,  going  into  Indi?''  do  you  use  ,the  whole 
of  that  million  to  buy  silver  ;with  ? — N9,  I  thinks. if  I 
may  say  so,  that  that  is  where  a  little  difiiculty  arises 
in  .the  .  way  of  our  completely  understanding  one 
another.  You  do,  not  say:  I  have  had  .a  million 
sterling,  tendered  to  me  and  I  will  use  that  in  order 
to  buy  s0ver;  What  the  .Grovemmerit  says  is :  Our 
stock  of  rupees  has  gone  down  to  a  certain  level  which 
IS 'not  a  safe,  level,  because  it  does  not  provide  us  with 
enough  rupees  to  make  sure  of  the  convertibility  of 
bur  currehoy  notes.  Therefore,  from  time  to  time  the 
Government  increases  its  stock  of  rupees  by  the 
purchase  of  silver.  But  whether  it  buys  silver  at  any 
time,  and  how  much  it  buys,  does  not  depend  on  such 
operations  as  you  have  mentioned  as,  for  example,  the 
tender  of  a  million  sovereigns  in  exchange  for  rupees ; 
that  is  some  time  preyiously  to  the  coinage. 

894.  Will  you  kindly  take  my  point  of  view  and 
tell  me  this :,  If  you  do  use  the  whole  of  the  million 
sterling  to'  buy  silver,  you  coin  that  silver  into 
24  crores  of  rupees,  roughly  ? — ^Yes.  ' 

895.  Then  you  get  the  same  profit  ctn  the  whole 
operation,  do  you  hot?— I  should  say — tod  I  think 
that  this  is  the  only  method-  by  which  one  caa  con- 
sider it  without  a  possibility  of  error,  that  you  take 
your  250  lakhs,  consider  how  much  of  it  represents 


the  equivalent  of  cost  price,  and  how  much  is  surplus- 
age, and  that  surplusage  is  the  profit. 

896.  And  that  profit  goes  into  the  reserve  to  be 
held  against  the  total  amount  coined  by  that  sum,  so 
that  the  reserve  gets,  we  will  say,  300,000Z.  profit, 
which  you  hold  against  the  coinage  of  the  2§  crores  ? 
— No,  I  do  not  think  you  are  right  there.  Taking  the 
figures  that  you  have  taken,  100  lakhs  out  of  the  250 
go  into  the  reserve.  You  mentioned  the  figure  of 
300,000i. ;  I  do  not  know  if  you  meant  it.  The 
amount  that  goes  into  the  reserve  is  the  equivalent, 
on  the  illustrative  figures  that  you  took,  of  nearly 
700,000Z. ;  perhaps  that  is  where  we  have  been  at 
cross -purposes. 

897.  I  do  not  think  so.  The  cost  of  tiie  silver  to 
replace  the  million  sterling  in  silver  rupees  is  about 
700,0002..  so  that  you  get  the  difference  between 
700,000Z.  and  1,000,000/.  to  go  to  the  reserve,  which 
is  300,000/.? — That  is  on  the  supposition  that  you 
spend  700,000/.  only. 

898.  Yes  ;  so  that  the  reserve  then  holds  300,000/., 
not  against  the  crore  and  a  half,  but'  against  2^  crores 
of  rupees  ? — I  still  think  that  we  are  at  cross-purposes 
through  taking  different  figures.  When  you  speak'of 
that  2^  crores  of  rupees  it  all  follows  on  the  assumption 
that  the  1,000,000/.  has  been  spent  to  buy  silver.  I 
gave  an  alternative  assumption  at  one  stage  that 
700,000/.  had  been  spent;  but  if  you  assume  that  the 
miffion  has  been  spent  and  that  it  produces  2J  crores 
of  mpees,  then-  the  result  is  that  150  lakhs,  the'  cl-ore 
and  a 'half,  is  treated  as  the  equivalent  of  the  gold  or 
sterling  money  that  was  spent,  and  then  the  remaining 
100  lakhs  is  the  profit;  and  of  course,  as  you  know, 
that  at  the  usual  rate  of  conversion  comes  to  nearly 
700,000/.  -I  think,  if  I  may  so  put  it,  because  I  am  sure 
one  does  not  want  to '  dwell  too  long  on  an  intricate 
point,  I  may  say  that  our  gold  standard  reserve- gets 
every  rupee- that  can  possibly  go  into  it  <  with  one 
exception  ■which  I  -will  mention  'to  you;  if  you  care  to 
have  it — I  do  not  know  if  you  are  interested.-  - 

899.  I  only  want  the  general  principle  ?— The  only 
thing  in  which,  perhaps,  we  have  not  treated  that 
reserve  as  generously  as  we  might  is  that  \^en 
biUs  on  London  were  sold  by  the  .  Government  of 
India,  the  Government  of  India  only  put  in  15  rupees 
for  each  £  that  the  Secretary  of  State  disbursed, 
whereas  they  ought  ■  to  have  put  in  on  some  -views 
IS  rupees  and  a  fraction  because  of  bUls  having 'been 
sold  at  Is.  3f|d.  Apart  from  that,  the  reserve  gets 
every  anna  that  can  possibly  be  given  to  it. 

900.  Do  you  not  thiuk  it  is  a  disadvantage-  of- a 
system  of  coiniug  profits  iuto  rupees  that  the  currency 
is  unnecessarily  diluted  -with  token-  coins  ? — ^No.  As 
regards  the  preamble  of  your  question,  I  do  not  see 
how  you  can  avoid,  as  you  say,  coiniag  profits-  into 
rupees.  You  cannot  -coin  a  single-  iTipee  -without 
making  a  profit  on  it.  It  is  incidental  to-  the  whole 
system  that  if  you  coin  one  -rupee  a  year,  about 
five  annas  would  have  to  go  into  the  gold  standard 
reserve.  That  I  merely-  say  in  passing.  On  the 
question  of  diluting  the  coinage  tinduly,  I  venture  to 
disagree  with  yOu  rather'  strongly.  In  principle  we 
are  at  one,  that  is  to  say,  we  recognise  that  it  would 
be  a  most  serious  danger  if  a  coinage  of  rapees  took 
place  beyond  what  is  necessary.  I  think  every  reason- 
able precaution  is  now  taken  to  keep  do-wn  the  coinage 
to  what  is  absolutely  required.  If  at  any  time  anyone 
suggestedto  theSecretary  of  State  a  further  precaution 
agamst  over-coinage,  and  it  was  a  reasonable  sugges- 
tion, I  am  sure  he  would  welcome  it,  as  our  object  has 
been  all  through  to  limit  the  rupee  coinage  as  much  -as 


901.  In  paragraph  7  of  Appendix  III.  you  suggest 
on  page  89  that  "it  will  be  an  excess  of  caution  to 
"  hold  in  gold  in  Englaiid  more  than  5  millions;  more 
''^  especially  if,  as  I  hope  will  be  the  case,  the  present 
"  practice  of  holding  a  portion  of  the  paper  cuiTency 
"  reserve  in  gold  in  England  is  continued."  Your 
idea^  is,  I  thmk,  to  use  the  gold  for  the  support  of 
exchange  ?—^ Yes.     •  -    ,        - 

902.  You  are,  of  course,  aware  that  the  reserves  of 
the  paper  cun-ency  are  governed  in  India  by  statute? 
-^— Yes.''---  ■-  ' ;.       ■  :■•-,.„  ■ 
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903.  Is  there  any  statute  providing  that  the  reserve 
is  to  be  used  for  any  other  purpose  than  to  redeem 
notes  ? — I  cannot  point  to  a  particular  section  of  the 
sta,tute  which  provides  that  it  should  be  used  for  any 
other  purpose;  but  the  whole  scheme  of  the  statute 
is  one  which  allows  gold  to  be  held,  and  to  be  held 
in  England,  obviously  with  the  intention  that  at 
certain  times  the'TGrovernment  of  India  may  substitute 
rupees  in  India  for  gold  in  England,  so  as  to  give 
the  reserve  a  utility  beyond  its  primary  purpose  of 
redeeming  notes.  I  should  like  to  add  there,  on  a  point 
of  pi-inciple,  that  when  one  is  dealing  with  such  huge 
sums  as  are  in  the.  paper  currency  reserve,  sums 
which  amount,  if  you  include  securities,  at  the  present 
time  to  over  40  millions  sterling,  it  would  be  a  great 
mistake  to  take  the  narrowest  possible  view  and  to 
say  that  you  shall  not  use  this  great  siun  for  any  of 
the  purposes  that  it  can  serve  in  addition  to  that  of 
securing  the  convertibility  of  the  notes.  If  one  did 
take  that  naiTower  view  one  would,  I  think,  be  depart- 
ing from  the  practice  of  most  or  many  of  the  most 
financially  progressive  nations.  I  believe  that  Japan 
and  the  German  G-overnment,  and  other  Governments 
whose  practice  deserves  a  great  respect  and  considera- 
tion, do  somewhat  enlarge  the  use  that  is  made  of  the 
paper  currency  resei-ve. 

904.  Does  the  Indian  statute,  that  is,  the  Paper 
OuiTency  Act,  bind  the  Secretary,  of  State,  who  holds 
tUe  London  portion  of  the  reserve  ?  Is  he  subject  to 
the  provisions  of  that  statute  at  all ;  is  he  obliged  to 
carry  them  out  P — That  is  rather  an  interesting  con- 
stitutional point.  I  do  not  think  therie  is  very  much 
substance  in  it,  and  I  will  tell  you  why.  The  Secretary 
of  State  in  theory  might  act  as  though  the  statute  did 
not  exist — that  is  your  first  point,  which  I  agree  to ; 
but  if  he  did  so,  and  if  the  gold  disappeared  from  the 
paper  currency  reserve,  then  it  would  be  obligatory 
on  the  Government  of  India,  who  are  bound  by  the 
statute,  to  make  good  the  reserve  in>some  othet  form. 
The  G-overnment  of  India  have  to  hold  so  much, 
X  rupees  minus  any  amount  the  Secretary  of  State 
holds,  and  if  that  miniis  comes  to  be  nought,  then  the 
Government  of  India  have  to  hold  the  full  x. 

905.  As  a  matter  of  fact  the  London  portion  is  not 
subject  to  any  statute,  is  it  F — I  agree  with  that,  but, 
at  the  same  time,  I  am  anxious  net  to  let  it  appear  to 
be  a  moi-e  important  fact  than  it  is. 

906.  Is  it  not  possible  that  the  fact  that  it  is 
declared  tq  be  held  in  England  in  support  of  exchange 
may  be  misunderstood  in  India  ? — Would  you  say  in 
what  way  it  would  be  misunderstood  ? 

907.  For  example,  you  say  that  you  hold  the  reserve 
hei'e  to  support  exchange ;  in  India  it  is  held  for  the 
redemption  of  the  note,  and  people  might  begin  to 
talk  and  say.  Here  is  so  much  gold  held  outside  of 
India  for  a  different  purpose  to  what  it  is  held  in 
India.  Might  that  not  affect  the  credit  of  the  note 
issue  ? — I  think  actually  the  time  has  come  when — it 
will  no  doubt  be  done  when  this  Commission  issues  its 
report — a  rather  fuller  statement  is  desirable  for  the 
instruction  of  the  public  in  India  as  to  the  way  these 
various  resei-ves  are  managed.  I  imagine,  if  I  may  say 
so  without  presumption,  that  one  of  the  advantages 
of  the  Report  of  this  Royal  Commission  is  that  it 
will  probably  contain  the  desired  information,  and 
contain  it  as  coming  from  the  best  possible  source. 
Until  that  Is  issued  I  agi-ee  that  there  may  be  some 
misunderstanding. 

908.  In  paragraph  8  of  Appendix  III.,  page  89,  one 
of  the  reasons  you  give  for  the  opinion  that  there  is, 
prima  facie,  an  overwhelming  balance  of  advantage  in 
holding  in  London  the  main  part  of  the  reserve  is  that 
payments  of  trade  balances  due  by  India  to  other 
coimtries  have  to  be  made  bx  London ;  so  far  as  this 
reserve  is  concerned,  remitters  would  have  no  option, 
would  they,  but  to  settle  through  London  ? — No.  Of 
course  they  have  the  advantage  of  buying  a  bill  on 
London,  and  then  they  have  the  usual  method  of 
buying  from  London  a  bill  on  Berlin  or  Hamburg,  or 
whatever  they  wanted. 

909.  Quite  so,  but  there  is  no  option  to  the  people 
in  India  to  settle  the  trade  balance  with  any  other 


countries  than  through  London  ?  —  I  think  that  is 
correct. 

9l6.  If  the  reserve  was  held  in  India,  and  gold  was 
issued  in  place  of  bills  on  London,  the  remitters  would 
not  be  obliged  to  settle  the  trside  balance  with  other 
countries  through  London,  would  they  ? — Do  you  think 
that  is  so  ?  Supposing  a  remitter  was  anxious  to  send 
60,000  sovereigns  from  India  on  the  assumption,  which 
you  are  evidently  taking,  that  he  would  get  the  sove- 
reigns in  India  from  the  gold  standard  reserve, ,  I 
should  say  t^he  probability  is  that  he  would  send  his 
sovereigns  by  thei  P.  &  O.,  and  would  have  them  either 
transhipped  to  the  ultimate  foreign  destination,  vr  would 
buy  in  Lbridpn  with  the  sovereigns  a  bill  payable  at 
the  city  where  the  debt  has  to  be  paid.  I  think  that 
is  the  ordinary  course  of  business  having  regard  to  the 
fact  that  London  is  the  finaiicial  centre  of  the  world. 

911.  Still,  you  might  have  gold  going  from  India 
to  Austria,  or  to  Prance  F — Yes  ;  you  might  have  a  very 
slight  advantage  ,in  that  way.  I  do  not  wish  to  be 
obstinate,  but  I  do  not  think  that  there  is  very  much 
substance  in  that  advantage. 

912.  It  is  a  great  advantage, ,  is  it  not,  to  have  a, 
ciirrency  system  that  works  automatically  F — Tes,  as 
far  as  any  currency  system  can  work  automatically ; 
and  I  may  say  that  the  Indian  is  as  automatic  really  as 
any  currency  system. 

913.  Tou  say  it  is  F — Tes,  I  think  it  is.  Certainly 
the  object  of  all  the  changes  that  have  been  made  in 
the  development  of  the  Indian  oun-ency  system  has 
been  to  make  it  as  automatic  as  possible. 

914.  Take  the  case  of  1908-9,  when  you  had  a  very 
large  accumulation  of  rupees  in  the  gold  standard 
of  India  ;  these  rupees  were  drawn  upon  in  London  by 
means  of  council  bills,  were  they  not  ? — Tes. 

915.  I  think  you  began  to  draw  council  bills  at  a 
very  low  rate  of  exchange  F — You  know  the  limit ; 
Is.  S^d.  is  the  lowest. 

916.  I  am  talking  about  bills  drawn  in  London  on 
India  F — Tes,  and  I  say  Is.  3|f  (i.  is  the  lowest  rate  ai 
which  the  Secretary  of  State  ever  sells  his.  bills  on 
India.     I  think  I  mentioned  that  at  an  earlier  stage. 

917.  In  this  case  you  began  to  draw  imder  Is.  4-d.. 
but  you  cannot  give  us  the  exact  figures  F — That  is 
quite  right. 

918.  Do  you  consider  that  that  was  more  automatic 
than  if  gold  had  been  allowed  to  go  into  India  F — I  dp 
not  think  that  there  is  any  difference  as  regards  the 
automatic  working  of  the  system.  Certainly  I  do  not 
think  tha(j  the  rate  makes  a  difference.  Supposing 
that  the  gold  had  gone  to  India  and  rupees  had  been 
issued  in  exchange,  that  would,  in  a  certain  sense,  have 
been  an  artificial  transaction,  the  Government  under, 
taking  to  give  rupees  from  a  cei-tain  stock  that  it  has 
in  exchange  for  another  form  of  legal  tender  money, 
Up  to  a  point  that  is  artificial,  but  which  is  no  more 
artificial  than  the  things  that  have  to  happen,  say,  in  aj, 
full  gold  standard  coiuitiy.  Theii  you  suggest,  as  j 
understand,  that  the  fact  that  the  bill  was  sold,  say,  at 
Is.  3||(i.  instead  of  Is.  4Jg-d.  per  itipee  adds  a  new 
element  of  artificiality  ;  that  I  do  not  follow. 

919.  In  the  case  of  gold,  gold  would  not  go  to 
India,  I  take  it,  unless  at  cost  price,  which  would  be 
soinething  over  par  F — Of  coui-se  vou  can  never  tell. 
When  gold  is  on  its  way  from  Australia  to  London  it 
sometimes  is  diverted  to  India  at  a  very  low  price  to 
the  owner.  ' 

920.  That  makes  it  artificial,  does  it  not  F — What  1 
was  putting  to  you  is  that  what  is  from  some  points  of 
view  regarded  as  a  most  natural  arrangement  is  in  itself 
artificial  up  to  a  point.  I  am'  assuming  that  gold 
belonging,  say,  to  the  National  Bank  of  India,  which  is  on 
its  way  from  Australia  to  London,  is,  owing  to  circum- 
stances, delivered  at  Bombay  and  exchanged  for  rupees. 
The  point  I  am  putting,  and  it  is  a  very  simple  point, 
is  that  that  is  about  as  much,  or  as  little  an  artificial 
transaction  as  the  selling  of  bills  by  the  Secretaiy  of 
State  to  liberate  rupees. 

921;  Still,  do  you  not  think  that  the  sale  of  council 
biUs  at  a  low  rate  competes  with  gold  F — It  does  to 
some  extent ;  but  then  you  must  remember  that  th^ 
primary  object,  though  not  the  sole  object,  of  selEhg 
council  bills  is  to  enable  the  Secretary  of  State  to 
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bring  home  from  India  his  revenue  requirements  for 
the  yeai-.  At  a  certain  period  of  each  year  he  is  domi- 
nated by  that ;  and  it  is  then  quite  properly  not  his 
object  to  stimulate  gold  to  go  to  India  at  the  possible 
expense  of  his  having  a  shortage  in  his  drawings.  Of 
course  you,  being  so  familiar  with  Indian  finance,  know 
the  conditions  are  very  different,  say,  in  April,  May,  or 
Jxme,  from  what  they  are  in  December  or  January. 

922.  I  quite  agree.  In  the  case  of  the  Secretary  of 
State  drawing  to  lay  down  funds  for  his  own  treasury 
what  you  say  is  quite  correct,  but  the  case  before  us  is 
the  case  where  the  Secretary  of  State  drew  bills  in 
Londonp  against  the  gold  standard  reserve  in  India, 
and  he  began  to  do  so  at  very  low  i"ates  of  exchange. 
The  point  I  wish  to  bring  out  is  whether  in  doing  so  he 
did  not  prevent  gold  from  going  to  India  and  was 
thus  competing  with  gold,  because,  if  so,  then  it  was 
not  automatic  F — I  am  going  first,  if  you  will  allow  me, 
to  draw  your  attention  to  some  matters  of  fact.  Tou 
speak  in  very  general  terms  about  drawing  bills  against 
the  gold  standard  reserve  at  a  low  rate  of  exchange. 

923.  He  began  to  do  it,  but  he  did  not  continue  it  ? 
— That  is  so.  I  was  rather  anxious  to  put  in  this. 
The  greater  part  of  the  bills  drawn  to  restore  the  gold 
standard  resei-ve  in  London  after  that  crisis  were 
drawn  in  the  year  1909-10,  when  the  average  rate  of 
exchange,  according  to  these  figures*  of  Mr.  Newmarch 
which  I  have  before  me,  was  Is.  4-04>ld. ;  but  a  certain 
amount,  the  early  bills  to  which  you  refer,  were  cer- 
tainly drawn  in  1908-9,  when  the  rate  of  exchange  was 
Is.  3-931d. 

924.  That  was  the  average  rate  ? — Yes. 

926.  So  there  must  have  been  sales  below  that 
rate  ? — Tes.  I  wUl  not  do  the  arithmetic  in  my  head, 
but  the  average  rate  is  obviously  something  between 
Is.  Sffd.,  which  is  the  lowest  price,  and  the  highest 
price,  whatever  it  was.  In  both  halves  of  1908-9  the 
average  rate  was  much  the  same ;  in  the  first  half  it 
was  Is.  3'930(£.,  and  in  the  other  half  of  the  year 
ls.3-938d. 

926.  Do  you  not  thick  that  those  sales  of  council 
bills  at  those  rates  not  only  caused  a  loss  of  premimn 
on  the  bills  sold,  but  also  a  loss  in  the  rate  at  which 
bills  were  sold  to  effect  the  ordinary  remittances  ? — I 
am  not  quite  sure  that  I  followed  the  first  half  of  your 
question.  I  think  the  first  half  of  your  question  was 
to  this  effect — that  by  selling  a  little  under  Is.  4i.  the 
Secretary  of  State  did  worse  than  if  he  had  received 
gold  in  India  for  the  gold  standard  resei-ve. 

927.  That  is  not  my  point.  He  was  anxious  to  get 
the  gold  for  the  standard  reserve,  but  instead  of 
alloxNang  the  gold  to  go  into  India  he  began  to  sell  at 
those  low  rates,  and  therefore  he  lost  the  premium 
on  the  sales  which  he  might  have  obtained  by  waiting  ; 
is  that  not  so  F — Tes  ;  on  the  other  hand,  either  he  or 
other  interests  in  India  would  have  incurred  a  loss  if  he 
had  reduced  the  sales,  and  then  the  gold  standard  reserve 
had  been  replenished  first  of  all  by  the  transmission  of 
gold  to  India  at  a,  considerable  cost,  as  you  know,  for 
freight  and  so  on,  with  the  ultimate  result  that  when 
it  has  to  be  used  in  order  to  strengthen  the  exchange 
the  gold  would  again  have  to  be  shipped  from  India  to 
London,  or  to  Berlin,  or  to  Trieste,  at  a  further  waste- 
ful expense  of  money.  If  one  is  considering  the 
economy  or  otherwise  of  any  of  these  transactions 
which  involve  the  sale  of  council  bills  or  the  shipment 
of  gold,  one  has  to  consider  the  effects  in  a  very  wide 
circle,  because  one  effect  leads  up  to  another  effect. 

928.  Still  taking  1909-10,  when  council  bills  for 
about  nine  millions  were  sold  against  the  gold 
standard  reserve,  do  you  not  think  that  the  fact  that 
such  a  large  amount  of  council  bills  were  sold  pre- 
vented a  greater  premium  being  obtained  on  the 
ordinary  bills  against  the  Treasury  balances  ? — It  may 
have  had  a  very  slight  effect,  but  the  great  cause  which 
keeps  down  the  price  in  a  year  of  heavy  demand  like 
1909-10  is  what  I  may  summarise  as  cheap  gold  going 
from  Australia.  I  need  not  enlarge  upon  that; 
I  think  you  aa-e  familiar  with  the  fact  that  gold  goes 
from  Australia  very  cheaply  at  times.  If  it  is  worth 
delaying  you 
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929.  I  do  not  think  we  need  go  into  it  firrther  P — I 
was  only  anxious  to  mention  how  much  gold  actually 
did  go  to  India  in  competition  with  council  bills  in 
1909-10.  It  does  bear  somewhat  considerably,  I  think, 
on  your  suggestion  that  the  large  sale  of  council  bills 
was  the  cause  of  the  premium  not  being  as  high  as 
it  might  have  been. 

930.  Tou  have  told  us  that  the  use  of  council  bills 
for  effecting  remittances  to  India  saves  the  loss  (in  the 
shape  of  payments  for  freight  and  insurance  and  loss 
of  premium  on  council  biUs)  which  would  be  incurred 
if  the  remittances  were  made  by  shipments  of  gold ; 
that  statement,  I  suppose,  applies  to  council  bills  drawn 
on  the  gold  standard  reserve  F — Tes. 

931.  Is  it  not  the  case  that  the  present  system,  as 
a  whole,  in  the  absence  of  a  gold  currency,  really 
increases  the  freight  and  insurance  charges  on  the 
movements  of  specie  in  connection  with  the  cuirency  F 
When  you  save  the  cost  of  remitting  the  gold  from 
India  by  drawing  council  bills,  the  cost  of  remitting 
silver  to  take  the  place  of  gold  is  incurred,  is  it  not  ? — 
That  I  would  most  strongly  contest,  because  it  rests 
on  the  assumption  that  if  the  Government  acted  rather 
differently  from  the  way  in  which  it  does  act,  the 
people  in  India  would  use  less  silver.  That,  I  think, 
is  opposed  to  all  the  probabilities  and  all  the  known 
facts. 

932.  I  think  you  misunderstand  me,  that  is  not  my 
point ;  my  point  is  that  the  present  system  really 
incurs  a  greater  expense  in  the  way  of  freight  and 
insurance  than  a  gold  curi-ency  would  P  —  But  the 
greater  expense,  I  understand,  arises  from  the  fact  that 
silver  has  to  go  to  India. 

933.  Tes  F — Supposing  we  had  a  gold  currency,  one 
has  to  consider  whether  less  silver  would  be  used  in 
India,  and  in  order  to  consider  it  one  has  to  put  a  very 
definite  meaning  on  the  words,  "  If  one  had  a  gold 
currency."  Actually  I  shotdd  say  that  we  have  a  gold 
currency  at  present,  only  the  people  of  India,  for  a 
number  of  reasons,  do  not  use  it  very  freely.  There  is 
no  one  in  India  who  has  15  rupees,  who,  if  he  desires  a 
sovereign,  cannot  get  it. 

934.  That  is  not  quite  what  I  am  trying  to  get  at  F 
— ^I  am  anxious,  if  I  may,  to  dwell  on  this  point :  the 
people  who  discuss  this  question  often  put  the  query, 
why  does  not  the  Grovemment  give  India  a  gold 
currency  F  I  am  anxious  to  say  that  in  my  humble 
judgment,,  that  is,  I  wiU  not  say,  a  meaningless  ques- 
tion, but  1  think  it  comes  veiy  near  to  being  a 
meaningless  question  because  the  Legislature  has 
declared  gold  to  be  a  legal  tender.  The  Government 
gives  aU  the  encouragement  that  it  can  to  put  into  cir- 
culation such  gold  as  it  possesses,  and  therefore  up  to 
the  requirements  of  the  people  of  India  there  is  a  gold 
cun-ency,  and  the  obstacle  to  gold  being  more  used  as 
currency  is  not  that  the  Government  of  India  fails  to 
encourage  it,  but  that  the  people  of  India  prefer  other 
forms. 

935.  When  council  bills  are  drawn  on  account  of 
the  gold  standard  reserve,  and  they  are  drawn  at  a 
premium,  does  the  premium  go  to  that  reserve,  or  how  F 
—It  does  not.  I  mentioned  to  you  before  that  that  is 
one  thmg  of  which  the  gold  standard  reserve,  if  it 
had  a  voice,  might  complain.  The  practice  is,  as  I 
explained  to  you  the  other  day,  not  to  di-aw  a  specific 
biU  agamst  the  gold  standard  reserve,  but  to  appro- 
priate to  the  gold  standard  resei-ve  so  much,  which 
will  probably  be  in  round  hundreds  of  thousands  of 
pounds,  from  the  total  proceeds  of  council  bUls  Then 
the  Government  of  India  take  out  of  the  goid  stan- 
dard reserve  rupees  equal  to  15  times  the  amount  of 
sovereigns.  If  anyone  urged  that  they  ought  to  take 
not  15  times  but  a  rather  different  amount,  then  I  have 
nothing  to  say  against  it,  but  I  do  not  think  it  is  an 
important  matter. 

936.  The  importance,  I  think,  is  in  the  fact  that 
you  put  it  down  here  as  a  reason  for  the  location  of 
the  reserve  in  London  that  freight  and  insurance 
charges  are  saved  F— I  would  remind  you  that  if  you 
save  the  premium  you  have  saved  it,  whether  it  goes  to 
the  gold  standard  reserve  so  as  to  be  held  up  in  that 
reserve,  or  whether  it  goes  to  the  general  taxpayer  so 
as  to  reduce  the  burdens  on  him.     It  is  always  a  good 
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thing  to  save  it,  into  whichever  pocket  the  taxpayer 
puts  it. 

937.  Am  I  to  understand  that  the  profit  of  the 
premium  goes  to  the  general  taxpayer  where  there  is  a 
premium  ? — ^I  believe  so.  Mr.  GiUan  will  perhaps  say 
whether  that  is  his  recollection,  but  my  recollection  is 
that  all  these  adjustments  as  between  England  and 
India  with  respect  to  a  gold  standard  reserve  are 
effected  at  the  rate  of  1«.  4d.  and  not  at  Is.  4d.  plus  or 
minus  a  fraction. 

938.  (Mr.  Gillan.)  It  goes  into  the  profit  on 
exchange  ? — That  is  my  recollection,  that  it  goes  into 
profit  on  exchange,  which  is  a  head  of  the  general 
revenue. 

939.  {Sir  James  Begbie.)  Taking  it  the  other  way 
about,  if  the  bills  are  drawn  in  India  on  London  at  a 
discount,  how  would  that  work  out  P — It  sounds  very 
greedy  to  say  so,  but  there  is  a  piofit  either  way. 
When  bills  are  drawn  by  the  G-ovemment  of  India, 
instead  of  taking  from  the  public  15  rupees  for  each 
sovereign  that  is  to  be  given  out,  they  take  15  •  1  rupees, 
or  whatever  the  fraction  is,  and  then  I  am  afraid  the 
Government  of  India  put  that  0  •  1  rupee  under  the  head 
Mr.  Gillan  was  just  mentioning,  and  use  it  for  the 
advantage  of  the  general  taxpayer.  I  imagine  that 
both  the  Secretary  of  State  and  the  Government  of 
India  attach  no  very  great  importance  to  that,  and  if 
anyone  thought  it  ought  to  be  dealt  with  differently  I 
do  not  think  any  obstacle  would  be  raised.  I  remember, 
I  may  say,  that  years  ago,  when  I  was  Financial 
Secretary  here,  I  thought  of  raising  the  question,  and 
my  only  reason  for  not  doing  it  was  that  I  was ,  busy 
with  much  more  important  things,  and  I  thought  we 
might  leave  the  Government  of  India  uncriticised  in 
that  matter. 

940.  The  reason  frequently  given  for  selling  council 
bills  is  that  it  is  in  the  interests  of  India  to  prevent  the 
withdrawals  of  gold  from  London? — That  is  a  reason, 
but  a  minor  reason. 

941.  Is  it  not  a  serious  disadvantage  to  India  to  be 
in  the  position  which  occurred  in  1908,  namely,  to  be 
obliged  to  borrow  and  at  the  same  time  to  sell  securities 
belonging  to  the  gold  standard  reserve  on  a  very  large 
scale  ? — ^Of  course  there  is  a  disadvantage  in  that,  but 
if  one  were  considering  the  matter  fully,  one  would 
compare  it  with  the  advantages  that  this  system 
possesses  and  also  with  the  disadvantages  that  would 
arise  from  any  other  alternative  system.  So  far  as  youi- 
remark  goes,  I  agree  with  it  that  to  have  to  sell 
securities  when  you  are  bon-owing  is  a  bad  thing. 

942.  An  objection  which  you  have  indicated  in  para- 
graph 9  (C)  of  Appendix  III.  (page  89)  to  the  resei-ve 
being  held  in  India  is  that  when  the  gold  came  to  be 
shipped  to  London  a  delay  of  about  three  weeks  would 
occur  P — That  is  so. 

943.  In  1908,  when  the  reserves  were  largely  drawn 
upon,  were  the  drawings  in  the  form  of  biUs  ? — They 
were  in  the  form  of  bills. 

944.  And  only  bills  ? — Yes.  The  question  whether 
transfers  would  not  be  a  better  form  is,  I  might  say,  a 
very  reasonable  question,  and  it  is  worth  mentioning 
here,  I  think,  that  this  sale  of  bills  in  1908  was  the  first 
of  its  kind.  Although  the  India  Office,  I  think,  has 
some  reason  to  be  pleased  with  the  general  results  of 
what  was  done  it  is  not  so  foolish  as  to  think  that  it 
reached  perfection  at  once,  and  no  doubt  on  any  future 
occasion  some  things  might  be  done  differently  and 
better. 

945.  At  any  rate  the  difference  in  time  between 
bills  and  shipments  of  gold  would  be  about  a  week 
only  ?— That  is  aU. 

946.  Do  you  think  if  the  reserve  were  held  in  India 
there  would  be  risk  of  the  gold  iieing  used  otherwise 
than  to  support  exchange  P — I  think  that  there  is  a 
risk,  but  whether  it  is  a  great  risk  I  do  not  know,  and 
you  probably  are  in  a  much  better  position  to  f onn  an 
opinion.  It  seems  to  me  that  if  the  Government 
issued  very  large  sums  in  sovereigns  on  the  under- 
standing that  they  were  to  be  shipped,  it  would  be  very 
difficult  for  it  to  set  up  a  kind  of  detective  agency  to 
make  sure  that  the  shipments  did  take  place. 


947.  Ton  do  not  think  the  difficulty  would  be 
insuperable,  do  you  P — That  is  a  practical  question  on 
which  your  opinion  is  worth  much  more  than  mine. 

948.  When  was  the  practice  of  issuing  gold  to  the 
public  in  exchange  for  rupees  instituted  ? — I  think  it 
was  done  as  soon  as  the  Government  of  India  began  to 
have  "gold  in  1900,  in  fact  I  dare  say  you  remember 
there  was  some  criticism  based  on  the  view  that  Sir 
Clinton  Dawkins  was  over-anxious  to  issue'  gold  and 
rather  forced  gold  on  the  public.  I  think  a  little  less 
vigour  was  displayed  after  1900,  but  in  essentials  the 
practice  has  continued  from  when  the  Government  of 
India  first  received  gold. 

949.  Have   any  regulations    been    laid    down    for 
•  can-ying  it  into  operation  ? — I  think  there  are  orders  in 

the  most  general  terms  to  officers  in  charge  of  currency 
centres  that  they  are  habitually  to  give  gold  to  the 
public  in  exchange  for  rupees  when  the  public  desires. 
Then,  on  one  occasion  at  least,  as  you  know,  in  1907  or 
1908  the  operation  of  these  orders  was  partly  suspended 
under  a  scheme  which  the  Secretary  of  State  thought 
over-cautious.  Subject  to  that  suspension  in  1907,  I 
think  the  whole  thing  is  governed  by  a  very  few 
sentences. 

y50.  It  is  a  rather  important  point  when  the  rupee 
reserves  are  very  high,  is  it  not  ?  Would  you  issue 
gold  to  the  public  when  your  resei-ves  were  laden  with 
rupees  ? — I  think  that  if  the  conditions  of  trade  were 
good  and  there  was  no  immediate  prospect  of  a  fall  in 
exchange,  the  right  policy  would  probably  be  to  issue 
gold  to  the  public  freely,  even  when  there  was  not  much 
gold  left;  because  when  you  are  speaking  of  the 
reserves  being  very  fiill  of  rupees  you  imply  that  there 
is  not  much  gold  in  them  at  such  a  time.  Even  at  such 
a  time  my  feeling  would  be  in  favour  of  letting  the 
gold  go  freely  unless  there  were  special  reasons  for 
holding  it  up. 

951.  I  thought  that  you  rather  complained  about 
the  way  the  gold  went  out  in  India  in  1907-8  ? — No,  I  do 
not  complain.  My  view — I  do  not  know  if  other  people 
hold  it — is  that  we  have  two  gold  reserves  which  serve 
two  different  pui'poses.  I  am  very  anxious  that  the 
difference  between  those  two  purposes  should  be  recog- 
nised, and  that  the  gold  standard  reserve  should  not 
be  used  for  the  same  purpose  as  the  paper  cun-ency 
reserve  of  gold,  that  is  to  say,  that  it  should  not  be 
dissipated  in  good  times.  Subject  to  that,  it  seems  to 
me  a  reasonable  thing  that  the  gold  from  the  paper 
cuiTency  reserve  should  go  but  as  it  did  in  1907-8, 
only  in  my  memorandum  I  have  said  that  the  sudden 
efflux  of  gold  was  probably  not  a  support  of  exchange. 
I  merely  made  that  remark  as  I  wished  the  fact  to  be 
noticed. 

952.  You  say  you  can  give  reasons,  if  necessary,  to 
show  that  if  sovereigns  are  to  be  issued  at  a  time  of  an 
unfavoiu-able  trade  balance  for  the  purpose  of  pre- 
venting exchange  from  falling  beloi^  the  gold  export 
point,  the  rate  at  which  they  ought  to  be  issued  must 
be  at  the  established  rate  of  15  to  1  P — Yes. 

953.  It  would  be  very  useful  if  we  could  have  those 
reasons  submitted  ? — They  are  exceedingly  simple. 
You  may  assume  that  there  is  a  certain  fixed  cost  of 
sending  home  gold  from  India  to  England ;  you  can  call 
that  id.  per  i-upee,  but  of  coiu-se  one  knows  that  it  is 
rather  doubtful.  If  a  bank  applied  to  the  Government 
of  India  for  gold  and  got  it  at  Is.  4d.,  and  then  sent 
the  gold  home,  the  effective  rate  of  exchange  from  the 
point  of  view  of  that  bank  would  be  Is.  4<d.  minus  \d., 
that  is  to  say.  Is.  S^d.,  and  so  long  as  you  kept  the 
exchange  at  that  rate  or  above  it,  you  would  have 
maintained  the  exchange.  Supposing  that  instead  of 
doing  that  the  Government  of  India  issued  its  gold, 
say,  at  the  price  of  Is.  3|d. — one  can  take  that  figure — 
and  then  the  bank  had  to  send  the  gold  home  and  still 
pay  this  id.  for  expenses  ;  then,  from  the  point  of  view 
of  the  bank,  the  effective  rate  of  exchange  would  be 
Is.  3'id.  minus  id.,  that  is  to  say,  Is.  3fd.  By  insti- 
tuting this  different  rate  of  Is.  S^d.  the  Government  of 
India  would  simply  have  failed  to  support  exchange ; 
they  would  have  put  exchange  down  on  the  figm-es  that 
I  have  given  you  to  Is.  3^d.,  and  the  only  way  thev  can 
keep  it  within  the  gold  points  is  in  the  way  that  I  have 
mentioned.    I  hope  that  that  is  clear  to  you  f 
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954.  Quite.  Does  not  tliat  same  argument  hold 
good  the  reverse  way  about  ?  When  you  issue  rupees 
in  India,  if  you  issue  mpees  in  India  below  the  equiva- 
lent of  Is.  id.,  then  you  destroy  the  standard,  do  you 
not  ? — No.  My  view,  which  I  tried  to  develop  very 
briefly  in  answer  to  a  question  of  Sir  Ernest  Cable,  is 
that  you  keep  up  your  standard  when  you  keep  the 
exchange  within  what  they  call  the  gold  points.  What 
I  was  putting  to  you  was  that  if  you  let  the  exchange 
fall  below  the  exporting  gold  point,  then  you  have 
failed  to  maintain  exchange.  I  hold  with  equal  firm- 
ness that  if  you  keep  it  within  the  gold  exporting 
point,  then  you  have  not  failed  to  inaintain  exchange. 
I  think  I  may  say  that  economists  generally,  who  deal 
with  this  sort  of  subject  hold  the  same  view  as  far  as. 
I  know. 

955.  Regarding  the  amount  in  reserve  you  said 
that  the  statistics  of  1907-8  illustrate  the  effects  of  as 
sevei-e  a  period  of  adversity  as  it  is  reasonable  to 
expect  ? — I  think  so.  I  know  that  is  a  very  large  pro- 
position, but  I  put  it  foi-ward  with  very  fair  confidence. 

956.  Have  you  taken  into  account  the  great  advance 
made  since  that  year  in  the  irnport  trade  ? — I  quite 
agree  with  you  that  if  25  millions,  which  is  the  figure 
that  has  been  mentioned,  was  suitable  in  1908,  and 
only  just  eilough,  then  the  gold  standard  reserve 
ought  gradually  to  increase ;  and  in  any  scheme  which 
I  have  put  forward  provision  has  been  made  for  such  a 
gradual  increase. 

957.  Tes,  but  you  put  considerable  emphasis  on  the 
statistics  of  1907-8  ? — I  merely  wish  to  use  them,  not 
as  showing  the  final  amount  that  the  gold  standard 
reserve  ought  to  be  allowed  to  reach,  but  as  a  basis 
for  reasoned  discussion  on  the  subject,  beca,use  I  feel 
very  much  that  there  has  been  a  vast  amount  of  dis- 
cussion on  the  subject  on  the  basis  of  mere  guesswork. 

958.  I  would  like  to  ask  you  also  if  you  have  taken 
into  account  the  fact  that  people  in  India  are  now 
being  attracted  by  investments  in  Em-ope  ? — Do  you 
mean  that  there  would  be  exports  of  capital  for  that 
particular  purpose  ? 

959.  Tes  ? — ^I  must  confess  that  that  is  a  point 
which  has  hot  occurred  to  me.  In  any  case,  I  would 
maintain  that  you  should  take  the  standard  of  1907-8 
as  your  basis  ;  then  you  can  make  such  additions  as 
changes,  either  in  the  import  trade  or  in  the  habits  of 
investors,  and  so  on,  necessitate. 

960.  Do  you  recognise  that  with  the  growing  wealth 
of  India  and  the  vast  additions  to  the  currency  which 
have  taken  place  in  recent  years,  the  tendency  of 
interest  and  discount  rates  has  been  in  a  downward 
direction  F — Tes.  ^ 

961.  And  that  if  that  prosperity  continues,  the 
rates  of  interest  must  inevitably  cheapen  still  further  ? 
—Tes. 

962.  With  the  possible  result  that  a  strong  demand 
may  arise  for  further  investments  in  England  and 
elsewhere  ? — I  re5ognise  that  you  do  not  put  that  in 
any  controversial  way. 

963.  Oertaiiily  not  ? — Therefore  I  need  not  be  so 
guarded  in  my  answer.  I  am  not  sure  at  the  riioment 
that  a  great  demand  for  sterling  investments  is  likely 
to  occur  at  a  period  of  bad  exchange. 

964.  It  might  precede  it  ?- — Tes. 

965.  Or  it  might  follow  it? — Tes.  I  shoidd  have 
thought,  generally,  that  investments  would  go  on,  sub- 
ject to  conditions  which  would  not  be  very  much 
affected  by  a  period  of  bad  trade,  or  of  unfavourable 
exchange,  except  that  bad  trade  would,  so  far  as  it  had 
any  effect,  rather  check  foreign  investments  by  Indian 
holders. 

966.  Such  investments,  if  made,  would  act  on  the 
exchange,  would  they  not  ? — Tes. 

967.  Have  you  considered  this  poinln-that  the  high 
prices  of  commodities  exported  have  had  an  important 
effect  on  the  favourable  balance  of  trade  P — No  doubt. 

968.  And  through  that  balance  on  the  additions  to 
the  currency  ? — That  is  so. 

969.  May  it  not  be  that  the  great  additions  to  the 
cun-ency  necessary  to  the  conduct  of  trade ,  in  conse- 
quence of  high  prices  may  be  found  to  be  superfluous 
when  a  cycle  of  low  prices  is  experienced  P — Tes.  I 
think  it  is  very  desirable  that  India  should,  be  able  to 


contract  its  currency  when  prices  fall,  or  when,  for  any 
other  reason,  the  currency  becomes  redundant,  i 
think  you  will  remember  that  certainly  from  1898,  ana 
I  think  from  an  earlier  period,  the  principle  has  always 
been  recognised  that  the  great  advantage  ot  our 
currency  system  that  we  have  set  up  is  that  rt  does 
enable  such  a  contraction  of  the  cuiTency  to  be  ettected. 

970.  Ton  have  based  your  estimates  with  regard  to 
the  reserve  on  the  events  of  1907-8;  is  it  altogether 
safe  to  rely  on  those  estimates  in  view  of  all  these 
different  developments  that  I  have  mentioned  ^o  7°^- 
—No.  As  I  have  said  to  you  abeady,  I  sho^d  take 
the  experience  of  that  period  as  a  very  valuable  founda- 
tion, and  then  work  out,  so  far  as  one  can,  what  allow- 
ance has  to  be  made  for  changed  conditions  ;  but  I 
would  not,  as  so  many  writers  on  the  subject  in  India 
have  done,  disregard  the  one  solid  and  valuable  piece 
of  experience  that  we  do  possess. 

971.  But  you  look  forward  to  a  time  when  the 
profits  on  coinage  or  a  portion  of  them  will  be  available 
for  capital  expenditure  on  railways  ?—  A  portion  of 
them  I  should  say. 

972.  Would  there  not  be  a  danger  of  coinage  being 
then  undertaken  for  the  sake  of  the  profits  that  would 
be  available  for  such  expenditure  without  regard,  to  the 
purely  currency  position  ? — No,  I  do  not  think  so,,  I 
think  the  Government  of  India  are  so  conscious  of  their 
enormous  responsibilities  in  respect  of  the  currency,  that 
they  would  never  be  so  foolish  as  to  coin  beyond  what 
seemed  to  be.  required,  because  if  they  did  so,  sooner 
or  later  they. would  have  to  pay  the  retribution,  and 
might  have  to  pay  it  in  a  very  unpleasant  form. 

973.  I  understood  you  to  say  yesterday  that,  when 
you  remarked  that  you  would  be  able  to  show  how  the 
pui'chase  of  silver  is  regulated,  you  had  in  vievr  the 
an-angements  laid  down  by  the  Secretaiy  of  State  in 
his  despatch  of  18th  .February  1910,  Appendix  V., 
page  186  ?— Tes.    ",'      _ 

974.  So  far  as  I  understand  the  position,  there  is 
nothing  provided  there  as  to  the  method  by  which  the 
desired  stock  of  rupees  on  a  given  date  is  to  be  obtained 
Is  it  the  case  that  when  silver  coinage  has  to  be  under- 
taken it  is  carried  out  either  by  bujdng  silver  with  gold 
taken  fi;dm  the  paper  currency  reserve  or  by  selling 
cquncil  bills  ? — There  are  various  ways  of  p?,ying  for 
silver.  The  simplest  way  is  to  pay  from  the  India 
Office  balances,  whatever  they  may  happen  to  be.  That 
was  adopted,  as  I  dare  say  you  know,  in  1912  when  we 
began  with  very  large  balances.  We  bought  seven 
million  pounds'  worth  of  silver,  and  we  very  naturally 
used  a  part  of  our  large  balances  to  pay  for  the  silver. 
We  then  sent  it  to  India  where  it  was  placed  for  the 
most  part' in  the  paper  currency  reserve,  and  notes 
were  issued  to  the  Goveniment  of  India  against  it. 
That  was  really  a  transfer  of  balances  from  England 
to  India.  That,  I  should  say,  is  the  normal  method  of 
paying  for  silver.  When  the  Secretary  of  State's 
balances  are  not  so  high,  there  are  other  methods  that 
might  be  adopted.  One,  which  I  thought  very  clumsy, 
which  was  adopted  years  ago,  was  to  have  boxes  of 
sovereigns  sent  home  from  India  to  England.  Another 
method  which  now  takes  its  place  is  to  withdraw  from 
the  paper  currency  chest  in  India  the  amount  re- 
quired to  pay  for  silver  against  replenishments  of  the 
paper  cuiTency  reserve  in  other  forms.  Those,  I 
thuik,  ^ou  may  take  to  be  the  two  methods — either 
payment  from  general  balances  or  from  the  paper 
cuiTency  reserve. 

975.  When  you  take  gold  from  the  paper  cun-ency 
reserve  to  buy  silver  in  order  to  coin  i-upees,  that  is 
not  an  addition  to  the  total  cun-ency,  is  it  ? — ^No. 

976.  Tou  simply  substitute  the  silver  for  the  gold 
that  you  take  out  ? — That  is  quite  right. 

977.  Therefore  there  is  no  addition  to  the  currency  ? 
— That  is  so. 

978.  But  when  you  utilise  council  bills  to  get 
money  to  buy  silver  and  you  buy  silver  with  the 
money  and  coin  it,  that  is  an  addition  to  the  total 
currency,  is  it  not  ? — It  is  an  addition  in  the  first 
place  to  the  balances  held  by  the  Govei-nment  of 
India. 

979.  In  London  ? — No,  in  India.  Just  let  me  go 
through  this ;  I  did  it  before,  but  it  is  very  important. 
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The  Secretary  of  State  has  so  much  money  in  London 
which  he  has  drawn  from  India ;  then  he  spends  a 
certain  sum_  of  it  and  sends  out  silver  to  the  Govem- 
ment  of  India,  which  they  coin  and  put  into  the  paper 
currency  reserve.  Then  against  it  the  Head  Com- 
missioner of  Paper  Oun-ency  issues  notes  to  the  Govern- 
ment of  India  so  that  the  gross  circulation  of  notes 
is  for  the  time  increased,  but  the  extra  notes  are  held 
by  the  Government,  and  it  is  a  matter  of  experience 
whether  those  notes  or  the  rupees  against  them  go 
into  circulation,  or  whether  they  are  held  up  in  the 
Govei-nment  reserve.  So  far  as  they  are  held  up,  as 
they  may  be  and  as  they  were  on  the  31st  March  1913, 
in  the  Govei-nment  reserves,  they  certainly  do  not  affect 
the  active  circulation. 

980.  I  am  afraid  I  do  not  follow  that.  "We  are 
talking  about  council  bills  being  drawn  in  London 
for  the  purpose  of  buying  silver  for  coinage  purposes. 
Last  year,  for  example,  you  drew  council  bills  against 
the  paper  currency  reserve,  I  understand,  for  the 
purpose  of  getting  money  to  buy  silver  with  ? — I  am 
always  anxious  not  to  overstate  difEerences  of  detail, 
and  not  to  delay  you  over  such  matters,  but  perhaps 
I  was  wrong  in  not  questioning  the  opening  words  of 
your  question.  One  did  not  sell  council  bills  in  order 
to  produce  so  much  money  and  to  buy  silver  with  the 
money  so  produced.  The  Secretary  of  State  sells 
council  bills  so  many  per  week  according  to  trade 
requirements  and  according  to  his  own  estimated 
requirements,  and  so  on ;  but  he  conducts  what  one 
may  call  general  sales,  not  sales  for  specific  objects. 
So  that  it  is  more  correct  to  say,  as  I  put  it,  that  if 
the  silver  for  the  extra  rupees  is  not  bought  with  gold 
takenfrom  the  paper  currency  reserve,  then  it  is  bought 
from  the  Secretary  of  State's  general  balances.  I  put 
it  that  way,  which  is,  if  I  may  say  so,  the  most  correct 
way.  Ton  put  it  slightly  differently  as  though  council 
bills  were  sold  to  produce  the  money.  I  thought  the 
difference  between  us  was  so  small  that  it  was  not 
worth  correcting ;  but  perhaps  it  is  more  important 
than  I  realised. 

981.  (Mr.  Keynes.)  Will  you  put  it  this  way — that 
when  more  silver  is  coined  against  council  bills,  the 
Government  of  India's  capacity  to  cash  council  bills 
is  increased,  and  when  they  take  advantage  of  that 
capacity  then  the  circulation  of  i-upees  is  increased  ? — 
Yes,  that  is  perfectly  con-ect,  but  whether  it  entirely 
answers  Sir  James  Begbie's  question  I  do  not  know. 
I  preferred,  because  I  thought  it  helped  Sir  James 
more,  to  put  it  in  this  way — in  a  negative  form. 
Supposing  at  a  certain  time  the  Secretary  of  State  has 
increased  the  gross  circulation  of  currency  notes  by 
sending  out  silver  in  the  way  I  describe,  and  if  then 
there  is  no  demand  for  the  money  represented  by  the 
additional  notes  held  by  the  Government  of  India,  then 
what  has  been  increased  is  not  the  active  circulation,  but 
only  what  you  may  call  the  stagnant  part  of  the 
circulation. 

982.  (Sir  James  Begbie.)  The  total  cuixency, 
whether  in  reserves  or  in  actual  cii'culation,  has  been 
increased  F — Yes.  1  am  anxious  to  insist  on  this,  that 
when  there  is  no  actual  public  demand  for  the  extra 
rupees  or  the  notes  issued  against  them,  then  it  is  the 
stagnant  part  of  the  circulation,  that  is  to  say,  the 
amount  in  the  reserve  treasuries  and  so  on,  that  is 
increased,  so  there  is  no  danger  of  what  is  popularly 
called  inflation. 

983.  But  the  total  currency  is  increased,  whether 
in  reserves  or  in  actual  circulation  ? — Yes,  it  is. 

984.  Take  the  case  of  last  year;  I. allude  to  the 
time  before  the  decision  was  come  to  to  buy  silver. 
Immediately  before  that  time  very  large  amounts  of 
gold  were  held  in  India ." — Yes. 

985.  The  currency  resei-ves  were  overflovring  with 
gold  coins  ? — Yes. 

986.  And  the  silver  reserves  had  fallen  ? — Yes. 

987.  Then  came  this  decision  to  add  to  the  coinage  ; 
why  was  the  decision  made  to  add  to  the  coinage 
instead  of  substituting  silver  for  part  of  the  gold 
Ixeld  ? — Where  could  you  have  got  the  silver  from  ? 

988.  You  could  have  used  the  gold  you  had  to  buy 
the  silver  ? — I  can  assure  you  that  that  is  not  so.  At 
the  time  of  active  demand  for  cuwency.  what  happens 


to  the  unfortunate  Government  of  India  is  that  the 
bankers  rush  into  the  currency  offices  and  other  offices 
with  enormous  amounts  in  sovereigns  and  say :  "In 
"  accordance  with  the  notifications  issued  on  the  recom- 
"  mendation  of  the  Herschell  Committee  we  demand 
"  that  for  every  sovereign  you  shall  give  us  15  rupees." 
The  Government  of  India — and  I  have  heard  that  other 
Governments  with  similar  currency  systems  have  the 
same  trouble- — is  very  hard  pressed  sometimes  to  provide 
enough  rupees  for  the  public,  in  response  to  its  insistent 
demand  for  nipees  against  gold.  If  at  a  time  like  that 
you  say.  Why  did  not  the  Government  give  out  its  gold 
and  get  in  rupees  from  the  public,  the  answer  is  that  the 
public  wants  exactly  the  opposite  thing  done ;  the 
public  clamours  for  rupees  and  forces  gold  on  the 
Government. 

989.  As  I  understand  the  position,  at  the  early 
part  of  last  year  the  rupee  reserves  had  fallen  to 
what  you  considered  a  low  point,  and  it  was  necessary 
to  replenish  the  silver  portion  ? — Yes.  May  I  just 
intei'polate  that  it  had  fallen  to  a  low  point  as  far  as  I 
recollect,  because  the  public  had  forced  gold  on  the 
Government  and  taken  rupees  instead  ? 

990.  If  gold  had  come  in  in  such  quantities  and 
depleted  the  silver  reserves,  should  not  the  gold  which 
came  in  have  been  used  to  buy  silver? — -I  see  no 
advantage  in  that.  The  chief  effect  of  what  was  done 
was  that  the  Secretary  of  State's  balances  were  reduced, 
and  the  Govei-nment  of  India's  balances  were  increased, 
which  I  think  was  a  good  thing,  because,  other  things 
being  equal,  I  am  sure  you  would  agree  that  it  is 
better  to  increase  the  Government  of  India's  balances 
at  the  expense  of  those  held  in  this  country.  Except 
for  that,  and  for  a  certain  saying  through  not  trans- 
mitting the  sovereigns  which,  under  your  scheme, 
would  have  been  transmitted,  I  do  not  think  that 
there  is  any  material  difference  between  the  method 
that  was  actually  adopted  and  what  you  suggest. 

991.  The  difference,  I  think,  is  that  in  the  case  I 
suggest  there  would  have  been  no  addition  to  the 
total  currency,  but  in  the  way  that  the  operation  was 
earned  out,  by  the  sale  of  council  bills,  there  was  an 
actual  addition  to  the  total  currency  ? — I  will  assume 
that  the  stagnant  part  of  the  cun-ency  —  you  will 
forgive  me  for  insisting  on  that 

992.  I  do  not  wish  to  stop  you  in  any  way,  but  I 
recognise  that  the  reserves  and  the  actual  circulation 
are  one  so  far  as  the  total  currency  is  concerned  ? — If 
your  method  (if  I  may  call  it  your  method,  just  for 
brevity)  had  been  carried  out,  the  difference  would 
have  been,  fii'st,  that  India  would  have  had  less  gold 
in  her  reserves,  which  would  have  been,  I  think,  a  net 
disadvantage ;  secondly,  that  the  Secretary  of  State 
would  have  had  a  very  much  larger  balance  at  the  end 
of  the  year  than  he  actually  did  have,  and  that,  I 
think,  many  people  would  consider  also  to  be  a 
disadvantage. 

993.  Is  that  so  ?  I  thought  that  council  bills  were 
drawn,  to  a  certain  extent  any  way,  for  the  purpose  of 
providing  money  to  buy  silver  with.  Is  it  the  case  that 
the  silver  purchases  came  out  of  the  Secretary  of 
State's  balances  ? — The  silver  was  paid  for  out  of  the 
general  balances.  I  am  very  anxious  to  insist  on  that, 
because  I  am  not  sure  whether  I  made  it  quite  clear 
that  there  is  no  specific  drawing  of  bills  for  a  particular 
object. 

994.  Were  not  the  council  bills  sold  against  the  paper 
CuiTcncy  reserve  last  year  P — I  have  not  my  first  memo- 
randum (Appendix  I.)  here  ;  but  I  may  say  that  what 
happens  is  that  occasionally  out  of  the  total  proceeds 
of  council  bills  so  much  is  set  aside  into  the  paper 
currency  reserve  merely  to  replenish  the  balances  of 
the  Government  of  India.  I  do  not  know  if  you  know 
that  system.  Shall  I  explain  to  you  what  happens? 
Supposing  that  in  a  cei-tain  year  the  Govei-nment  of 
India,  out  of  its  Treasui-y  balances,  can  meet  20 
millions  of  bills  and  transfers,  and  does  so ;  then,  if  in 
the  last  month  of  the  year  there  is  a  trade  demand,  the 
Secretary  of  State,  vsisely  or  unwisely — in  my  opinion 
wisely — meets  it  and  sells  perhaps  another  three 
million  pounds  worth  of  telegraphic  transfers  and  bills. 
The  Government  of  India,  on  the  hypothesis  I  have 
taken,  have  not  the  means  in  their  Treasury  of  meetino- 
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those  bills,  so  the  Secretaiy  of  State  would  transfer  the 
proceeds  of  the  bills  into  what  we  call,  in  our  official 
language,  his  paper  cun-ency  chest  in  London. 
Against  that,  the  Head  Commissioner  of  Paper  Cui-- 
rency  would  issue  to  the  Government  of  India  4^  crores 
of  notes,  and  those  notes  would  be  used  to  meet  these 
bills,  at  any  rate  they  would  strengthen  the  general 
resources  of  the  GoTemment  of  India  so  as  to  enable 
them  to  meet  these  bills.  That  is  what  we  mean  when 
we  speak  of  di'awing  against  the  paper  currency 
reserve ;  and  I  am  afraid  we  have  misled  you  by 
causing  you  to  think  that  certain  specific  bills  are 
drawn  against  the  paper  currency  reserve. 

995.  In  the  statement  issued  by  the  Government  it 
is  put  down  that  seven  millions  odd  was  drawn  against 
the  paper  cxuTency  reserve  ? — That  is  a  brief  phrase 
which  is  capable  of  being  misunderstood.  What  it  is 
really  intended  to  convey  is  that  of  the  total  bills  that 
were  sold,  the  proceeds  of  a  certain  amount  of  them 
were  used  in  order  to  enable  the  transfer  of  sovereigns 
to  the  papei  currency  chest  to  be  made  in  London. 

996.  I  think  that  the  statements  I  have  seen  did 
not  provide  for  any  credits  to  the  paper  currency 
chest  in  London  ? — Perhaps  I  might  ask  Mr.  Gillan. 
I  do  not  understand  that  the  transaction  can  be  other 
than  what  I  have  described. 

997.  {Mr.  Gillan.)  It  must  have  been  paid  into  the 
cuiTency  reserve  in  London? — (Witness.)  Sir  James 
Begbie  thinks  it  is  not  so.  I  think  that  probably  what 
has  happened  has  been  that  some  brief  and  technical 
phrase  has  been  used  which  has  given  rise  to  misunder- 
standing. I  would  like  to  make  complete  the  informa- 
sion  I  was  endeavoiiring  to  give  to  you.  Sir  James. 
Sometimes,  when  bills  have  been  sold,  the  proceeds  are 
used  to  buy  securities,  like  an  investment  for  the  paper 
currency  reserve. 

998.  {Sir  James  Begbie.)  I  think  it  was  stated  to  be 
for  coinage  ? — I  think  what  was  intended  to  be  con- 
veyed is  what  both  Mr.  Gillan  and  I  understand  ;  and 
I  cannot  conceive  any  other  meaning  or  any  other 
operation. 

999.  When  council  bills  are  di-awn,  there  is  nothing 
to  distinguish  bills  drawn  against  the  Treasury  balances 
from  bills  di'awn  against  the  paper  currency  reserve, 
is  there  ? — No. 

1000.  Wovild  that  not  be  desirable,  in  youi-  opinion  ? 
— I  do  not  know.  I  do  not  think  there  would  be  any 
necessary  advantage  in  it  from  the  point  of  view  of  the 
pui-chaser  of  the  bill.  What  he  wants  is  a  bill,  pure 
and  simple,  and  what  the  Secretary  of  State  and  the 
Government  of  Lidia  want  to  do,  is  from  time  to  time 
to  appropriate  the  proceeds  of  bills  and  say,  so  much 
shall  be  added  to  the  general  Treasui-y  balances,  and 
so  much  shall  be  added  to  the  paper  currency  resei-ve 
so  as  to  ease  the  Government  of  India.  May  I  just 
illustrate  it  ?  It  is  rather  important  as  you  have  raised 
it.  I  want  to  illusti'ate  the  convenience  of  making 
these  appropiiations  in  round  sums.  I  read  out  yester- 
day, in  answer  to  a  question  of  the  Chairman,  a 
summary  of  some  telegi-aphic  correspondence  relating 
to  an  incident  where  it  was  suggested  that  the  interests 
of  India  had  been  subordinated  to  the  interests  of  the 
London  money  market.*  If  you  remember,  the  coire- 
spondence  ran  somewhat  in  this  way :  The  Government 
of  India  say,  "  Please  transfer  half  a  million  to-morrow 
or  a  few  days  hence  to  the  paper  currency  reseiTe  " 
The  Secretary  of  State  says,  "  I  will  if  it  is  necessary," 
and  finally  the  thing  is  done.  That  kind  of  transaction, 
making  the  transfers  or  appropriation  in  round  sums 
of  half  a  million  or  a  million,  is  incomparably  more 
convenient  to  the  Secretary  of  Stdte  and  tp  the  Govern- 
ment of  India  than  selling  these  bills  one  by  one 
specially  appropriated  to  particular  funds,  or  specially 
payable  from  particular  funds.  A  further  difficulty  in 
the  way  of  your  proposal  is  that  a  Bombay  bill  is,  as 
you  know,  payable  at  the  Bank  of  Bombay,  and  aU 
that  one  can  instruct  the  Bank  of  Bombay  to  do,  I 
think,  is  to  meet  the  bill  from  the  general  balances  of 
the  Government  which  are  lodged  at  that  bank. 

1001.  Am  I  to  understand  that  when  you  require  to 
buy  silver  for  coinage  purposes,  it  is  not  material 
whether  you  use  the  gold  you  have  or  whether  you 
~~  *  See  Appendix  V.,  pp.  136-7.      '  ~ 


draw  council  biUs  or  take  it  out  of  the  general  balances  ? 
—I  do  not  think  there  is  any  question  of  principle 
involved.  I  think  that  pi-imd  facie  when  the  Secretary 
of  State  has  large  balances,  and  has  no  immediate  use 
for  them,  it  is  better  for  him  to  use  them,  or  some  of 
them,  to  pay  for  any  silver  that  may  be  required. 

1002.  Coming  now  to  the  Indian  branch  of  the 
reserve,  you  say  that  for  special  reasons  the  normal 
amount  of  six  crores  has  often  been  departed  from ;  do 
you  propose  to  submit  particulars  of  the  instances  of 
departure  and  the  reasons  for  it? — I  have  already 
given,  though  perhaps  it  has  not  been  noticed,  the 
instances  of  departure  and  practically  in  all  impor- 
tant cases  I  have  given  the  reason.  If  you  will  look 
at  Appendix  III.,  page  97,  statement  A,  column  7, 
you  will  see  that  at  the  end  of  1906,  after  the 
silver  branch  had  been  built  up  to  2,300,000Z.,  it 
suddenly  dropped  in  the  next  quarter  to  69,000^ 
Then  if  you  look  at  column  5  of  the  same  table  you  will 
see  the  explanation  of  that,  namely,  that  the  whole  of 
that  money  and  some  money  besides,  had  been  taken  by 
the  Government  of  India  as  a  temporary  loan  at  Sf  per 
cent,  interest.  The  same  thing  happened,  but  one 
need  not  go  through  it  in  detail,  in  1908,  as  you  will 
see  from  a  footnote,  and  it  also  happened  in  December 
1909,  as  you  wUl  see  from  another  footnote.  I  think 
that  is  the  essential  part  of  the  history,  that  these 
loans  were  taken  and  repaid  except  that  I  ought  to  add 
that  the  repayment  during  1910,  1911,  and  1912  was 
delayed.  Tou  will  see  at  the  foot  of  column  7  that 
the  normal  amount  of  four  millions  was  not  restored 
until  the  quarter  ending  31st  March  1913. 

1003.  Do  you  regard  the  balances  held  in  1910, 
1911,  and  part  of  1912  as  temporaiy  withdrawals  ? — 
I  think  that  is  the  way  to  regard  them.  I  never  like  to 
maintain  that  the  Secretary  of  State  has  been  more 
consistent  than  he  has  been.  Occasionally  he  has 
wavered  (and  he  has  not  been  the  only  waverer  in  that 
matter)  as  to  the  complete  desirability  of  maintaining 
the  Indian  branch  of  the  gold  standard  reserve.  I 
do  not  know  whether  he  is  now  completely  convinced 
that  it  ought  to  be  kept  up  at  six  cx-ores — I  think  that 
he  is,  but  I  do  not  know  that  he  would  endorse  the 
argument  in  favour  of  it  that  I  put  foi-ward.  This 
diminution  in  1910,  1911,  and  1912, 1  think,  ought  to  be 
regarded  as  evidence  of  his  period  of  uncertainty. 

1004.  Were  there  any  special  reasons  for  the  depar- 
ture from  the  normal  amount  for  such  a  long  time  ? — 
I  have  mentioned  what  one  may  summarise  as  the 
psychological  reason;  and  a  fm-ther  reason  is  that 
there  were  so  many  rupees  in  the  paper  currency 
reserve  that  the  need  for  increasing  the  stock  in  the 
gold  standard  reserve  was  pro  tanto  i-ather  less  But 
perhaps  the  answer  to  what  I  think  is  your  real  question 
is  that  there  is  no  evidence  of  deep  and  subtle  policy  in 
this  temporary  diminution.  I  think  that  is  what  you 
really  wanted  to  know. 

1005.  In  several  places  throughout  these  papers 
you  lay  stress  on  the  risk  of  injury  to  Indian  interests 
by  the  sale  of  bills  in  London  against  the  paper 
cuirency  reserve  in  India  necessitating  the  ear- 
marking of  gold  at  a  time  when  the  Secretary  of  State 
was  boiTowing  in  London,  or  at  a  time  when  the 
London  market  was  stringent,  or  at  a  time  when 
stringency  already  exists  and  an  increase  of  it  is  likely 
to  react  on  trade  generally,  including  Indian  trade. 
This  seems  to  be  a  most  important  point,  and  it 
appears  to  me  to  call  for  a  detailed  elucidation.  Would 
it  be  convenient  to  give  particulars  of  specific  instances 
m  the  last  four  years  where  the  influence  mentioned 
controlled  the  sales  of  councirbills?— I  do  not  think 
one  could  give  a  specific  instance.  Generally  speaking, 
the  Secretary  of  State  sells  his  bills,  as  you  know^ 
subject  to  not  interfering  with  the  flow  of  gold  to 
India.  Then  I  mention  in  various  passages  of  my 
memorandum  that  if  he  completely  changed  his  policy 
and  greatly  reduced  his  sales  of  council  bills,  and 
greatly  increased  thereby  the  flow  of  gold  to  India, 
probably  there  would  be  a  stringency  in  the  London 
money  market  which  would  affect  Indian  trade.  But 
is  it  not  difficult,  if  not  impossible,  to  give  specific 
instances  of  what  would  happen  in  the  event  of  a 
different  policy  being  adopted  ? 
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1006.  That  is  "liot  quite  what  I  was  suggesting.  I 
would  Uke,  if  possible,  if  we  could  have  had  figures 
before  us,  to  substantiate  the  idea  that  these  things 
were  done  in  the  interests  of  India  and  to  prevent 
any  harm  being  done  to  India  ? — Tou  say  these  things 
were  done.  What  I  did  was  to  describe  the  practice 
that  is  followed  in  the  belief  that  India  would  be 
harmed  if  a  different  practice  were  followed.  I  am 
quite  prepared  to  defend  the  view  that  that  belief  is 
well  founded,  but  when  you  ask  for  specific  instances 
you  are  asking  for  specific  instances  of  the  effect 
of  a  policy  which  has  been  rejected.  I  am  very 
anxious  to  meet  you  in  every  respect,  but  that  is  my 
difficulty  at  the  m.oment. 

1007.  Tou  do  not  think  then  that  you  can  more 
clearly  show  to  us  that  all  these  things  of  which  you 
tell  us  have  been  done  because  you  considered  it  was  in 
the  interests  of  India  ? — Of  course,  that  almost  comes 
to  the  question  of  one's  personal  attitude  towards  the 
business  that  is  entrusted  to  one.  I  will  not  speak 
about  myself,  because  it  would  be  egotistical,  but  I  am 
quite  sure,  to  speak  of  the  members  of  the  Council  of 
India,  who  have  a  considerable  part  in  this  business, 
that  their  object  is  to  seek  the  interests  of  India  in 
these  matters,  and  having  known  them  all  intimately 
for  many  years,  I  think  it  is  a  very  great  misfortune 
that  some  writers  on  our  affairs  have  put  forward  the 
other  view.  I  am  not  sorry  that  you  put  these  questions, 
because  the  other  view  has  been  put  forward  with  such 
extraordinary  vigour  which  can  be  seen  through  a  very 
thin  disguise.  In  paragraph  37  of  Appendix  I.  you  may 
have  noticed  there  was  a  writer  in  "  The  Times  "  who  said 
that  the  Joint  Stock  Banks'  representatives  habitually 
subordinated  the  interests  of  India  to  the  interests  of 
their  banks,  but  that  no  suggestion  was  made  against 
their  personal  integrity.  I  daresay  you  noticed  that 
rather  striking  passage.  Of  course,  you  could  not  help 
noticing  that  if  Joint  Stock  bankers  who  are  paid 
handsome  salaries  to  look  after  the  interests  of  India, 
used  their  position  in  order  to  su.bordinate  Indian 
interests  to  Joint  Stock  Bank  interests,  that  conduct 
would  not  be  consistent  with  personal  integrity.  I  can 
only  say  that  I  have  repeatedly  discussed  those  kind  of 
questions  about  council  bills  and  so  on  with  practically 
everyone  who  has  had  to  deal  with  the  financial  affairs 
of  the  India  Office,  and  my  impression,  indeed  my  firm 
conviction,  is  that  the  interests  of  India,  as  they  have 
been  understood  by  the  persons  concerned,  using  their 
best  intelligence,  have  been  the  predominant  considera- 
tion. 

1008.  {Mr.  Gillan.)  I  wanted  first  to  ask  you  a 
question  or  two  about  the  coinage  of  silver  to  which 
Sir  James  Begbie  has  referred.  I  think  we  have  got 
already  what  you  wish  to  say,  but  I  want  to  bring  it  to 
a  point.  The  currency  system  of  India  is  "very  fre- 
quently regarded  as  a  manipulated  or  managed  currency 
system,  is  it  not  ? — Tes. 

1009.  And  it  is  inferred,  or  I  suppose  it  might  be 
inferred,  that  the  Government  actually  determine  the 
amount  of  coinage  ? — That  is  implied  ia  the  criticisms. 

1010.  It  would  be  more  correct  to  say,  would  it  not, 
that  what  the  G-ovemment  have  to  do  is  to  estimate  the 
requirements  of  currency  ? — Yes. 

1011.  Suppose  that  at  any  time  they  ran  short, 
what  would  happen? — What  would  happen  would  be 
that  they  would  find  a  difficulty  in  converting  their 
currency  notes.     I  think  that  would  be  the  first  result. 

1012.  They  would  have  to  refuse  to  meet  demands 
for  rupees  ? — Yes. 

1013.  Which  would  be  a  very  serious  matter .? — 
Yes. 

1014.  On  the  other  hand  what  would  happen  if  they 
over-estimated  and  over-coined  ? — Then  what  would 
happen  would  be  that  superfluous  rupees  would  be  in 
their  various  reserves,  btit,  as  I  was  putting  to  Sir 
James  Begbie  in  a  slightly  different  connection,  not  in 
actual  circulation.  You  cannot  force  rupees  into 
circulation. 

1015.  That  was  my  point  precisely.  The  Govern- 
ment of  India  have  no  means  of  forcing  i-upees  into 
circulation  if  they  are  not  desired  by  the  public?— 

Quite  so.  .    ct-    -r 

1016.  You  mentioned  in  your  replies  to  bir  James 
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Begbie  just  now  that  the  question  is  very  often  put, 
"  Why  does  not  the  Government  give  lidia  a  gold 
currency  ?  "  I  want  to  bring  that  out  more  particularly 
in  connection  with  the  Fowler  Report.  Sir  Shapurji 
was  asking  you  yesterday  about  their  recommendations 
with  regard  to  the  constitution  of  the  reserve,  and 
whether  it  should  be  in  gold  or  in  gold  securities ;  and 
what  I  want  to  bring  out  now  is  a  recommendation 
with  regard  to  the  constitution  of  the  currency — ^I 
think  we  can  get  at  that.  You  suggested,  did  you  not, 
that  there  is  often  an  indefiniteness  as  to  what  is  meant 
by  a  gold  currency  ? — Yes. 

1017.  I  want  to  bring  that  point  out  and  I  think  I 
can  do  it  in  this  way:  Supposing  we  begin  with 
England;  putting  aside  the  subsidiary  coinage  which 
is  not  to  the  purpose,  there  is  in  the  English  system  a 
definite  obligation  to  meet  any  form  of  currency, 
whether  it  is  notes  or  cheques,  in  gold.'' — Yes.  It  is  a 
definite  but  curiously  limited  obligation  iu  a  sense,  as 
the  Bank  of  England  only  undertake  to  pay  their  notes 
at  one  or  two  centres,  so  that  if  you  are  at  Bourne- 
mouth or  Ramsgate  and  have  a  £5  note,  you  may  find 
some  little  trouble  in.  cashing  it. 

1018.  But,  subject  to  that  limitation,  what  I  have 
said  is  accurate  ? — Subject  to  that,  but  it  is  a  consider- 
able limitation. 

1019.  If  you  go  to  other  countries  mentioned,  to 
the  Philippines,  West  Africa,  and  so  on,  the  limitation 
of  the  duty  to  give  gold  goes  very  much  further,  does 
it  not ;  for  instance,  in  France  you  have  got  a  very 
large  silver  coinage  which  is  an  unlimited  legal  tender  ? 
— Quite  so.  The  French  currency  system,  I  think,  is, 
to  all  intents  and  purposes,  the  same  as  the  Indian 
cm-rency  system,  and  they  are  both  known  by  the  well- 
known  designation  of  the  limping  standard. 

1020.  {Mr.  Keynes.)  That  phrase  is  never  used  of 
India,  is  it  ? — But  surely  it  is  applicable  in  exactly  the 
same  way. 

1021.  {Mr.  Gillcm.)  It  is  not  exactly  the  same 
thing.  What  I  wanted  to  bring  out  is  that  you  may 
take  France,  Germany,  and  the  United  States  and  yon 
will  find  a  very  distinct  limitation  in  all  of  them  of  this 
obligation  to  give  gold  ? — That  is  so. 

1022.  So  if  India  is  half-way  in  the  matter  of 
currency  between  gold  and  silver  it  does  not  in  any 
sense  occupy  a  very  special  position  ? — Certainly  not. 

1023.  It  is  in  the  position  of  the  great  majority  of 
countries  ? — ^It  is  cei-tainly  in  the  position  of  many 
important  countries. 

1024.  You  do  not  say  the  great  majority? — One 
would  have  to  go  through  Denmark,  Norway,  and 
Sweden. 

1026.  Very  well ;  we  wQl  leave  it  at  that.  It  is 
really  a  question  of  England  having  an  absolute  stan- 
dard ? — Quite  so. 

1026.  Now  I  want  to  refer  you  to  the  Fowler  Com- 
mittee. They  say,  in  paragraph  64  of  their  Report,* 
"  Looking  fgrward  as  we  do  to  the  effective  establish- 
"  ment  in  India  of  a  gold  standard  and  currency 
"  based  on  the  principles  of  the  free  inflow  and  out- 
"  flow  of  gold,  we  recommend  these  measvires  for 
"  adoption " ;  and  they  go  on  to  say  in  the  next 
paragraph,  "  Under  an  effective  gold  standard  rapees 
"  would  be  token  coins,  subsidiary  to  the  sovereign. 
"  But  existing  conditions  in  India  do  not  warrant  the 
"  imposition  of  a  limit  on  the  amount  for  which  they 
"  could  constitute  a  legal  tender;  indeed  for  some 
"  time  to  come  no  such  limitation  can  be  contem- 
"  plated."  Then  in  paragraph  59  they  say  that  a 
system  which  had  been  found  sufficient  in  France  and 
the  United  States  was  sufficient  for  India  ? — That 
is  so. 

1027.  Would  you  agree  that  critics  of  the  Govern- 
ment policy  who  appeal  to  the  Fowler  Committee  and 
say.  They  recommended  a  gold  cun-ency,  therefore  let  us 
have  a  gold  currency  now,  have  either  to  show  that 
conditions  have  changed  since  that  report  was  written 
or  to  explain  what  exactly  they  mean  by  a  gold 
currency  ? — Yes,  and  how  far  what  exists  now  in  the 
way  of  a  gold  currency  fails  to  conform  to  the  ideas 
that  can  be  traced  in  the  Fowler  Committee's  Report 
as  to  what  a  gold  currency  meant. 

*  C.  9390,  page  16. 
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1028.  They  said  at  the  time  in  paragraph  55, 
"Existing  conditions  in  India  do  not  wan-ant  the 
imposition  of  a  limit "  ? — That  is  so. 

1029.  Therefore,  it  has  to  be  shown  that  the  con- 
ditions as  ttiey  now  exist  do  ? — When  you  are  speaking 
of  a  gold  ciuTency  you  are  speaking,  I  think,  of  an 
obligation  undertaken  by  or  imposed  on  the  Govern- 
ment to  give  gold  in  exchange  for  mpees. 

1030.  I  want  to  ask  you  whether  you  do  not 
consider  that  that  is  a  condition  essential  to  a  gold 
cuiTency  in  any  full  sense  cf  the  term  ? — Ton,  and  I 
are,  I  think,,  at  one  as.  regards  substance ;  but  I  think 
we  should  express, ourselves  differently.  1  should  say 
that  a  gold  currency  means  the  absence  of  any  dis- 
coui'agement  and  the,  presence  of  a  certain  amoimt  of 
encouragement  to  the  use  of  gold  for  the.  purpose  of 
effecting  exchanges ;  that  that  exists  in  India  and  that 
therefore  India  now  has,  so  far  as  it  desires  it,  a  gold 
currency.  Ton  ptit  it  rather  that  a  gold  cuiTency 
means  the  undertaking  of  an  obligation  by  the  Govern- 
ment to  give  gold  in  exchange  for  other  foi-ms  of 
currency.  I  think  one  might  also  say  that  if  that  is 
what  a  gold  currency  means,  the  United  Kingdom 
does  not  possess  it  and  will  not  possess  it  until  it 
undertakes  to  give  a  sovereign  in  exchange  for  tVenty 
shillings,  which  it  does  not  now  undertake  to  do.   . 

1031.  I  am  not  differing  from  you  in  any  sense. 
Supposing  someone  comes  to  us  and  says.  Ton  have 
not  got  a  gold  currency  at  present ;  it  is  for  them  to 
show  what  further  action  they  require  us  to  take,  is  it 
not? — Quite  so. 

1032.  Is  there  any  action  which  suggests  itseK  to 
you  apart  from  this  undertaking  of  a  definite  obhga- 
tion  to  give  gold  on  all  occasions  P — No,  I  cannot 
conceive  that  any  action  other  than  that  really  unde- 
sirable action  is  possible,  and  it  is  for  that  reason  that 
I  rather  insist  on  the  point,  I  hope  not  tediously,  that 
India  has  a  gold  currency  at  the  present  time,  so  far 
as  it  wants  a  gold  currency.  I  am  only  anxious  to 
say  that  that  is  my  position  and  that  I  do  not  take  the 
position  which  might  be  taken,  nanaely,  that  India  does 
not  want  a  gold  currency  or  that  India  ought  to  have 
it  but  has  not  got  it.  I  say  that  the  nearest  brief 
proposition  that  you  can  lay  down  consistently  with 
the  truth  is  that  she  has  got  it.  Shall  I  be  inter- 
mpting  you  if  I  put  in  one  figure  which  very  greatly 
interests  me  and  which  bears  on  this  subject  ?  I'noted 
down — and  I  think  it  may  surprise  some  members  of 
the  Conunission->-that  the  absorption  of  sovereigns  by 
the  public  in  the  14  years  from  1899-1900  to  1912-3 
was  64,815,000^.,  while  the  absorption  of  rupees  during 
the  same  period,  .was  66,750,000Z.  The  reason  I 
want  to 'put  that  comparison' in  and  at  this  point  in 
your  examination  is  to  confirm  what  I'  say,  that  when 
India  requires  fresh  currency  nqw,  judging  by  this 
period  of  14  years,  she  requires  practically  half  of  it  in 
gold  and  half  of  it  in  silver. 

1033.  (Mr.  Keynes.)  Is  the  table  frorn  which  you 
are  taking  these  figures  printed  amongst  the  memo- 
randa that  we  have  ? — The  absorption  of  gold  is  shown 
in  the  statement  attached  to  Appendix  VI.  on  page  216, 
the  absorption  of  rupees  is  not — I  have  added  in 
manuscript  in  my  copy  these  figures. 

1034.  You  do  not  suggest  that  that  is  a  measure  of 
the  amount  of  gold  in  circulation,  do  yOu  P — No.  I  am 
sorry  to  interi-upt  Mr.  Gillan  in  order  to .  answer 
Mr.  Keynes's  question.  That  of  com-se  is  one  of  the 
difficulties.  Tou  poiu-  gold  into  the  circulation,  and  then 
India  may  or  may  not  use  it  as  a  circulating  medium. 
I  think  it  is  important,  in  consideiing  how  far  the 
Government  has  done  what  it  can  to  encourage  gold, 
to  note  that  in  the  last  14  years  it  has  put  in  cu-cula- 
tion,  whatever  may  become  of  it,  practically  as  much  in 
gold  as  in  rupees. 

]  035.  (Mr.  Gillan.)  Is  your  view  with  regard  to  the 
internal  cun-ency  simply  that  the  only  duty  pf  the 
Government  is  to  see  that  people  get  the  kind  of 
cui'rency  that  they  want  P — Yes. 

1036.  And  that  it  is  not  necessary  for  the  main- 
tenance of  the  parity  of  exchange  that  it  should  be  a 
gold  circulation  ? — Quite  so. 


1037-  That  is  a  very  impo^rtaiit,  nust^toi  wlufilf  is 
sometimes  made,  a,s  you  recogniseSi  P— It  ■ -is  very 
impoi-tant  indeed.  ^ 

1038.  Now  about  the  external  currency;  tihe 
cuiTency  that  is  required  in  the  adjustment  of  fpreign 
ti-ade.  We  had  some  evidence  yesterday  about  what 
happened  in  the  crisis  of  1907-8 ;  is  it  correct  to  say 
that  when  the  Government  started  this  currency  policy 
they  were  thinking  mostly  of  their  own  requirements, 
that  is  to  say,  of  the  amounts  that,  they  have  to 
discharge  at  home  ? — When  you  say  "  when  they  started 
this  currency  policy  "  are  you  thinking,  now  of  1893  ? 

1039.  Up  to  1907,  say  P— Do  you  mean  when  thcjy 
estabhshed  the  present  currency  system  ? 

1040.  I  do  P — Then  my  answer  is  :  Quite  so.   . 

1041.  Did  not  that  point  of  view  rather  colour  the 
action  of  the  Government  when  they  first  faced  this 
crisis  of  1907  P^Their  action  was  coloured  partly  by 
what  you  say  and  pai-tly  by  the  influence,-  which  has 
always  been  a  very  powerful  influence,  of  the  E.eport 
of  the,  Fowler  Committee.  The  Fowler  Committee 
spoke  in  very  generous  terms  of  Mr.  Lindsay,  .who 
was  the  advocate  of  the  policy  that  was  followed; in 
1907-8  ;  they  spoke  very  generously  of  .him  as  '^ 
contributor  to  the  subject,  but  they  vei-y  fajntly,  praise^! 
his  scheme  of  the  Government  undertaking  tq,  sell 
exchange  on  London  at  a  tinie  of  adverse  trade,  and 
they  spoke  with  equallyfaint  interest  or  pi-aise,  I  thint, 
of  a  similar. scheme  thAtwas  put  forward  by  Mr.  Heiyy 
RaphaeL  So.thfit  in  1907-8  when  we  did  sell  some 
sterling  exchange  we  were  not  only  departii^.  from 
the  previous  ideas  of  the  Government,  as  you  mentioned, 
but  also  from  the  ideas  that  bulked  very  large  in  the 
Fowler  Eeport — it  was  a  new  departure. 

1042.  It  came  into  force  by  stress  of  cu-cumstances, 
the  Government  recognising  that  they  must  maintain 
exchange,  not  only  in  their  own  interest  but  iii  the 
interest  of  the  trade  of  the  country  generally ;  would 
you  say  that  P — I  would  put  it  a  little  more  generously 
and  say  that  the  Government  had  the  wisdom  to 
perceive  that  it  was  a  wise  course  to  take.  IBut  I 
think  it  comes  to  the  same  thing. 

1043.  Sir  Shapurji  said  yesterday  with  regard  to 
this  point,  that  the  Gfovernment  had  never  undertaken 
any  absolute  obligation  to  meet  a  future  crisis  in  the 
same  way  P — That  is  so. 

1044.  If  Ota-  reserves  were  exhausted,  if  we  failed 
to  meet  a  crisis,  then  the  exchange  might  drop,  not  as 
you  said  yesterday  by  i  pr  J  ,below  Is.  4d!.,  but  we  will 
say  to  Is.  or  any  point  short  of  the  bullion  value  of  the 
rupee  ?,--What  you  say  opens  a  veiy  large  question. 
The  particular  poijits  I  want  to  mention  are  first  pf  all 
as  regards  the  possibility  of  a  fall  in  exchange  and  the 
point  to  which  exchange  might  fall ;  and  secondly  as 
regards  vmdertaking  a  general  obligation  in  much  wider 
terms  than  hfl,ve  evej  been  used.  I  think  that  both  in 
the  utterances  of  those  who  speak  with  authority  on 
this  subject  and  in,  actual  fact  one  could  find  much 
support  to  the  view  that  even  if  we  had  a  very  bad 
trade  year  the  fall  in  exchange  would  not  be  nearly  so 
serious  as  you  suggest.  In  the  remarks  which  Lord 
Courtney  made  before  the  Fowler  Committee,  which 
were  very  interesting  remarks,  and  came  from  a  man 
who  was  very  eminent  in  these  matters,  the  general 
outcome  was  that  the  Is.  4-d.  exchange  was  founded,  on 
the  rock,  and  even  if  you  had  no  gold  standard  reserve 
or  any  special  supports  it  would  not  be  seriously 
disturbed.     I  think,  that  is  over-pptimistic  myself. 

1045.  We  are  speaking  pf  a  crisis,  you  underatan4, 
not  of  the  ordinai-y  fluctuations  of  trade? — I.  know. 
But  supposing  you  had  a  crisis  such  as  occurred  at  this 
time,  1907-8,  withjio  extraneous  support  for  exchange 
such  as  the  gold  standard  reserve  ;  then  it  is  a  matter 
of  speculation  how  low  exchange  would  go.  My  own 
view  is  that  it  would  probably  not  go  down  as  low  as 
the  figure  you  mention.  That  is  rather  an  incidental 
remark  and  I  wgjited  to  make  it,  but  if  I  may  I  will  go 
on  to  my  other  remark  now.  I  recognise— I  am  not 
svire  whether  the  Secretary  pf  State  in  Council  and  the 
Government  of  India  would  do  so  equally — that  a 
currency  system  like  ours  tends  to  evolve  in  the 
directipn  of  the  undertaking  by  the  Government  of  more 
obliga,tions  than  the  Government  of  Lidia  has  under- 
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taken  so  far.  Oi  course  the  ideal  climax  to  a  system 
like  ours  would  be  that  the  Government  should 
undertake  whenever  exchange  fell  below  a  certain  point 
to  sell  exchange  on  London  at  a  fixed  price,  and  I  can 
see  great  advantages  in  it.  Provided  it  is  done  at  the 
right  time  but  not  immediately,  I  mean  provided  one 
waits  until  one  has  a  big  enough  reserve  to  enable  it  to 
be  done,  I  do  not  think  there  will  be  any  great  danger 
in  it.  I  think  one  might  look  forward  to  it  as  some- 
thing to  be  done  as  the  crown  and  consummation  of 
the  system. 

1046.  I  have  only  one  or  two  questions  that  I  wish  to 
put  about  the  paper  cuiTency  reserve,  which  I  believe  is  a 
subject  that  will  be  dealt  with  more  particularly  by 
Mr.  Newmarch? — ^Yes. 

1047.  What  I  wanted  to  get  from  you  is  the  place 
of  the  paper  currency  reserve  in  the  general  scheme  of 
Indian  currency.  The  idea  of  the  japer  currency 
reserve  in  India  is  to  a  certain  extent  that  14  orores,  I 
think,  are  issued  against  securities,  and  after  that  stage 
every  note  must  be  covered  by  gold  or  silver  coin? 
—Yes.  '  ,  :. 

1048.  TJiere  is  no  provision  in  the  system  for  any 
sort  of  elasticity  ? — No.  .        ' 

1049.  None  at  all  ?^ — Except  that  yoii  may  regard 
this^s  providing  elasticity — that  the  circulation  of  notes 
cAn  be  suddeiily  increased  in  India  by  an  addition  of 
gold  in  England  to  the  Secretary  of  State's  portion  of 
the  paper  cmrency  reserve.  There  is,  therefore,  a 
little  elasticity. 

■  1050.  At  the  same  time  the  requirements  in  India 
for  an  elastic  currency  are  very  marked  ? — Tery. 

1051.  That  is  owning  to  , the  seasonal  variation? 
—Yes.  '     '         '  •  ■  ,  ■  „     ,    \ 

1052.  Do  you  think  it  would  be  worth  while 
considering  some  alternative  system  of  the  paper 
currency  resei"ve  in  India  ? — If  you  will  not  unduly 
shock  comniercial  opinion  in  India  I  think  it  wouldbe 
an  enormous  improvement  if  arrangements  were  made 
by  which  additional  notes  could  be  issued  at  suitable 
times,  especially  in  the  busy,  season,  either  uncovered 
altogether,  or  what  I  should  pref ei'  because  it  would 
look  better  against  security  that  can  suitably  be  held 
for  a  very  short  time.  Supposing  there  were  "first 
class  bills  which  became  due  to  be  paid  off  three 
or  four  months  after  the  date  on  whiqh  they  were 
received,  then  by  jputting  such  securities  into  the  paper 
cuiTcncy  reserve  and  issuing  notes  against  them,  there 
■??ould  be  a  possibility  of  elasticity  without  any  risk 
worth  considering,  in  fact,  humanly  speaking,  without 
any  risk  at  aU,  and  I  think  trade  and  other  interests 
would  benefit  by  it.  Ton  will  notice  that  in  my  Note  on 
the  Gold  Standard  Reserve  I  mention  that,  I  think  it  was 
in  paragraph  26  of  Appendix  III.,  page  95,  but  I  am 
afraid  I  yielded  to  a  tendency  to  conservatism  against 
which  I  usually  try  to  fight. 

1053.  I  do  not  want  t6  develop  that  further  at 
present ;  I  only  wanted  to  get  yoiii-'  general  view  upon 
it.  About  the  reserves,  it  is  true,  is  it  not,  we  must 
look  on  them  generally  in  the  aggregate  ? — There  is  a 
great  deal  to  be  said  for  that,  but  you  can  go  a  Kttle 
too  far  in  that  direction  for  reasons  which  I  was 
mentioning  yesterday,  I  think,  and  which  you  doubtless 
remember.  ' 

1054.  I  do  not  want  to  go  into  it  too  much.  The 
point  I  was  leading  up  to  is  this  ■:  you  have  got  in  para- 
graph 4  of  letter  from  India  No,  89;  dated,  1st  April 
1909j  which  you  wiU' find  in  Appendix  Y.,  page  169, 
a  statement  of  the  reserves  amounting  altogether 
apparently  at  the  beginning  of  the  crisis  of  1907  to 
about  244  millions ;  and  I  wish  to  ask  you  what  are 
the  similar  figures  at  the  present  time  P  Tou  have  got 
about  20  millions  in  the  gold  standard  reserve,  have 
you  not  ? — I  will  give  you  the  figures  as  best  I  can, 
and  then  I  am  sure  you  will  allow  Ine'to  correct  them 
in  the  proof .  For  the  gold  standard  reserve  you  will 
find  the  correct  figure  in  Statement  B.  of  Appendix- HI., 
page  98.  It  is  not  quite  so,  high  as  you  mention  ;  it  is 
18^  millions.  The  currency  gold  in  England  is  a  little 
more  than  6  millions,  and  the  Government  gold  held  in 
India  would  be  at  the  present  moment  a  little  under 
18  millions.     -  ;  '   ■    ;  >  i      i.' 


1055.  I  thought  it  was  a  little  more,  but  I  did  not 
quite  know.  What  have  we  altogether  ? — ^Allowing  for 
errors  of  memory  that  would  be  abqut  42|  millions. 
.  ]  056.  Then  to  that  extent  we  are  in  a  stronger 
position  to  meet  any  future  prisis  than  ,-^e  were  in 
1907  ?— Enormously.        ,_,,,, 

1057.  I  do  not  know  whether,  with  reference  to 
these  figures,  you  would  like  to  add  anything  to  what 
you  have  already  said  about  the  ampunt  to  be  held  in 
the  gold  standard  reserve  or  with  regard  to  these 
investments  in  securities  ?  —  There  is  one  obvious 
remark — I  am  not  sure  ,that  it  would  be  agreed  to  by 
everyone,  , but  I  .thjnk.jit  is  worth  making^ — ^that  the 
best  system  if  practicable  of  measuring  the  amount 
required  for  the  gold  standard  reserve  is  that  one 
shonW  iiiake  it  contingent  to  some  extent  on  the  otikier 
sterling  resources  towhich-youhave  just  di-awn  attention. 
There  are  ady,antaiges  in  considering  ,it  In  isolation. 
But  on  the  whole,  I  think,  if.  there  is  npt  too  great  a 
sacrifice  of  simplicity,  it,  is  bett.?r  to  have  as  one's 
working  rule  that  the  gold  sterling  assets,  in  the  paper 
cvu'rency  department,  plus  the  eoiTespondiP-g  asset?  of 
the  gold  standard  reserve,  should  be  of  a  certain 
amount  allowing,  i  fori  > variations,,  between  the  various 
iteims  making  up  the  total.  That  is  the  chief  remark 
I  should  like  to  make.  The  other  is  of  np  very  great 
importance,  but, it  supplenients  what  you  were  saying. 
You,  not  only  showed .  that  with  regard  to  the  amounts 
Tve  are  in  a  much  stronger  position  than  we  were,  ,but 
I  should  like  to  s-dd  that  as  regards  the  form  in  which 
our  invested  portion  is  held  there  is  an  advantage,  a 
very  great  one,  if  you  compare  the  investments 
before  1907  with,  the  investments  now  held,  and  of 
course  there  is  more  gold  in  the  gold  standaj-d  reserve, 
and  there  is  some  money  that  is  held  practically 
at  call. 

1068.  We  are  familiar  with  the  criticisms  to  which 
you  referred,  I  think,  that  Indian  interests  are  very 
often  subordinated  to  the  interests  of  Lombard  Street ; 
but  it  is  _the  fact,  is  it  not,  that  to  a  very  large  extent 
those  interests  are  the  same  ? — Yes.      ,     ,  ; 

1059.  That  is  an  argument  on  which  stress  has 
frequently  been  laid— that  India  cannot  do  anything 
to  disturb  the  London  money  market  without  injuring 
itself  ?-^I  am  always  anxious  not  to.  insist, on  that  too 
much.  I  feel  that  occasionally  the  interests  of  the 
London  money  market  and  the  interests  of  India  do 
not  coincide.  I  would  ra,ther  say  that  it  is  the  duty  of 
the  India  Office  to  see  that  Indian  interests  are  con- 
sidered as  against  London  interests,  .when  there  is  not 
an  absolute  coincidence — I  prefer  that — rather  than  to 
put  up  the  comfortable  proposition  that  there  is  a 
providential  coincidence  of  interests  on  all  occasions. 

1060.  There  very  often  is  a  coincidence  ? — Yes. 

1061.  Or  rather  ^e  inteirests  of  India  very  frequently 
depend  in  a  very  marked  degree  on  the  state  of  the 
London  mpney  market,? — Yes. 

1062.  For  instance,  at  present  we  are  faced  with 
the  difficulty  of  j-aising  ■  money  for,  our  railways  ? — I 
am  entirely  in  agreement  with  you,  but  I  was  anxious 
that  one  should,  not  appear  to  overstate  it.jif  I  may 
sajy  so.  ;     ,    , .  .      ^       . ,        .    ,     ,  ■.     . 

1063.  It  is  a  priticism,  is  if,  not,  that  aU  this  gold  is 
taken  :  out  to  India  and  is  locked  up  inhere  in  the 
Government,  coffers  ? — Yes.  ,  ,    ,  ,  , 

1064.  .The  Fowler  Committer  in  the  same  paragraph 
that  I  have  inferred  to  speak  about  securing  not  only 
the  free  inflow  but  the  free  outflow  of  gold  from 
India  ?— Yes.     , 

1066.  It  is  objected  that  while  more  gold  goes  into 
India  than  is  really  required  or  used,  it  does  not  come 
out  ? — I  have  seen  that  objection. 

1066.  I  want  to  know  what  you  think  about  that 
objection  ? — I  think  that  there  is  very  little  substance 
in  it.  If  we  sold  our  council  bills  in  a  very  different 
way  .,from  that  in  which  .we  do  sell  them  1  have  no 
doubt  that  a  great  deal  of  gold  would  go  to  India  and 
would  remain  there  for  a  tinie,  and  then  would  come 
back  as  indeed  was  the  custom  some  years  ago,  that  is 
to  say,  if  you  look  at  the  history  of  our  Treasury 
transactions  betyteen  18,99  and  about  1905  you  will  see 
there  :was  a  continual  inflow  and  outflow  of  gold — all 
very  wasteful  and  doing  no  good  to  anyone. 
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1067.  When  you  say  continual  do  you  mean  con- 
tinuous ;  would  it  not  be  seasonal  ? — It  would  be 
seasonal.  When  I  said  continual  I  meant  that  every 
year,  or  perhaps  two  or  thi-ee  times  a  year,  there  would 
be  large  shipments  home  from  India  of  gold  which  had 
been  travellling  into  India  week  by  week  at  a  certain 
period  of  the  year.  Now,  what  we  do  or  what  we  try 
to  do,  and  I  think  fairly  successfully,  is  to  see  that 
India  has,  as  a  rule,  as  much  gold  as  the  people 
require.  When  there  is  an  opportunity  of  selling  bills  as 
a  substitute  for  the  import  of  unnecessai-y  gold,  we 
try  to  sell  such  bills  so  that  the  money  may  be  held 
by  the  Secretaiy  of  State  in  London  for  the  pui-poses 
of  India. 

1068.  In  any  case  this  gold  which  is  now  held  by 
the  Government  in  India  would  in  all  probability  come 
out  on  the  occurrence  of  the  next  scarcity  ? — Did  you 
say  that  which  is  held  by  the  Government  P 

1069.  Yes  ? — I  suppose  so. 

1070.  I  do  not  know  that  you  can  expect  it  to  come 
out  of  India  so  long  as  the  exchange  is  in  favour  of 
India  ? — I  thought  you  meant  come  out  of  the  reserves 
into  general  circulation. 

1071.  Either  that  or  out  of  the  country  P  ■ —  Of 
course  that  is  one  of  the  odd  problems  about  gold  in 
India.  Tou  noticed  what  I  mentioned  in  paragi-aph 
9  D.  (6)  of  Appendix  III.  (page  90),  that  in  that  last  great 
crisis  the  Government  lost  out  of  its  resei-ves  4  millions  of 
sovereigns,  of  which  94  per  cent,  apparently  remained  in 
India  and  only  6  per  cent,  was  exported.  It  is  quite 
possible  that  in  the  next  crisis  the  Government  gold 
may  merely  disappear-  into  hoai-ds  or  into  internal 
circulation  in  India  and  may  not  be  sent  home  to  Eng- 
land; I  do  not  know  that  anyone  has  any  right  to 
complain  of  that. 

1072.  The  Goverrrment  can  send  home  gold  them- 
selves?— ^If  the  Government  adopted  that  change  of 
policy  it  would  be  a  very  striking  depai-ture  from  what 
they  adopted  in  1907. 

1073.  Do  you  think  anyone  could  expecl;  the  gold 
to  come  out  of  India  in  the  present  conditions,  as  long 
as  exchange  is  in  favour  of  India  P — No. 

1074.  (Lord  Kilhracken.)  Is  it  not  sometimes 
assumed  or  implied  that  there  is  a  necessary  and 
natural  connection  between  the  profit  made  by  the 
Government  of  India  on  the  coinage  of  rupees  and  the 

amount  at  which  the  gold  standard  reserve  figures  ? 

Tes.  For  the  moment,  of  course,  the  gold  standard 
reserve  consists  of  the  accumulated  profit,  but  I 
understand  your  point  to  be  that  if  after  certain 
amounts  have  been  reached  for  the  gold  standard 
reserve  further  rupees  were  coined,  it  would  not  be 
necessary  to  add  the  additional  pr-ofit  because  we 
might  have  reached  a  point  of  safety. 

1075.  Tou  do  not  think  that  the  number  of  rupees 
coined  ought  to  be  the  measure  of  the  amount  kept  in 
the  gold  standard  resei-ve,  do  you  ? — No,  I  certainly  do 
not. 

1076.  I  understahd  you  to  say  that  it  is  possible 
that  the  profit  on  the  coinage  of  rupees  may  supply 
more  than  is  wanted  to  foiin  an  adequate  reserve  P — 
Tes.  I  think  that  is  the  view  very  generally  held  by 
anyone  who  has  examined  the  figures. 

1077.  At  certain  times  have  the  profits  on  the 
coinage  of  silver  been  diverted  to  the  paper  currency 
i-eserve  and  to  the  supply  of  rolling  stock  ? — Not  to 
the  paper  currency  reserve  but  to  the  Indian  branch 
of  the  gold  standard  reserrve. 

1078.  At  any  rate  it  has  been  diverted  to  other 
purposes  ? — Tes. 

1079.  Do  you  consider  that  at  the  time  that  was 
done  there  was  neverrtheless  an  adequate  amount  left 
in  the  gold  standard  reserve  ? — ^Tes,  and  forturrately 
it  does  not  depend  on  my  opinion — events  proved  it. 
I  held  that  opinion  when  it  was  about  to  be  done,  and 
I  was  fortunate  enough  to  find  that  when  it  had  been 
done  events  confirmed  my  opinion. 

1080.  I  believe  I  am  right  in  saying  that  the  report 
of  such  a  Committee  as  the  one  presided  over  by 
Sir  Henry  Fowler  has  no  authority  or  binding  effect 
whatsoever  upon  this  Office  or  upon  the  Government  of 
India,  except  in  so  far  as  it  may  be  accepted  and  acted 
on  by  the  Secretary  of  State  in  Council  ? — Quite  so. 


1081.  If  that  is  so,  I  suppose  it  follows  that  the 
Secretary  of  State  acting  on  behalf  of  the  Government, 
may  accept  the  recommendations  of  a  Committee  and 
yet  may  be  perfectly  justified  in  changmg  his  policy 
and  taking  a  different  course  after  further  experience .-' 
— Tes  ;  it  is  his  duty. 

1082.  (Sir  Shapurji  Broanha.)  Supposmg  you  took 
out  one  million  sterling  from  the  paper  cun-ency 
reserve  here  for  the  support  of  exchange,  the 
Government  of  India  would  put  a  crore  and  a  half  rn 
the  cun-ency  reserve  in  India  against  that,  would  rt 
not  P — Tes. 

1083.  So  the  propor-tion  is  never  broken  and 
therefore  the  statute  is  never  broken  ?  —Quite  so. 

1084.  So  the  reply  to  Sii-  James  Begbie's  question 
about  the  Secretary  of  State  breaking  the  statute  is 
that  the  statute  is  never  broken,  for  whatever  the 
amount  which  you  take  out  from  the  currency  reserve 
for  the  support  of  exchange  so  many  rupees  are  put 
into  the  Indian  Treasury  into  the  currency  ? — I  am 
much  obliged  to  you  for  bringing  out  the  point ;  but 
I  do  not  think  Sir  James  Begbie  r-aised  any  doubts 
about  it. 

1085.  When  the  Secretary  of  State  bought  bills  at 
Is.  Sffi.the  Secretary  of  State  made  a  profit  on  buying 
at  a  lower  rate  than  he  sold.  It  is  something  like  selling 
a  sovereign  for  francs,  is  it  not,  when  you  get  25  ■  12 
francs  ? — Tes. 

1086.  There  you  are  paying  a  much  higher  price 
than  the  gold  contained  in  the  25-12  francs,  because 
the  commission  on  exchange  and  the  transport  charges 
are  included  P — I  see  your  point.  When  the  operation 
of  restoring  the  r-esei-ve  was  going  on  the  Secretary  of 
State  was  making  an  exchange  profit  as  compared 
with  the  rate  at  which  the  bills  on  London  had  been 
sold. 

1087.  That  is  it ;  it  is  just  like  selling  rupees  on 
Calcutta  at  xjth  discount  as  the  Government  charges  ? 
— It  is  in  fact  an  ordinary  business  operation. 

1088.  That  is  not  breaking  a  law  and  it  is  not 
selling  at  a  lower  rate  than  the  market  rate  P — ^No. 

1089.  {Mr.  Keynes.)  Testerday  you  gave  about  30 
millions  as  the  proper  figure  for  the  sterling  reserves 
to  reach  ? — The  sterhng  reserves  to  be  held  in  London. 

1090.  In  your  opinion  has  the  time  yet  come  for 
the  Government  to  enter  into  a  definite  undertaking  to 
maintain  exchange  within  certain  prescribed  limits  of 
fluctuation  ? — I  should  say  in  my  opinion,  and  I  am 
very  anxious  not  to  commit  anyone  beyond  that,  the 
time  is  approaching  but  it  has  not  yet  come.  I  think 
if  I  were  an  autocr-at  in  these  matters  I  shoidd  wait 
until  the  reserves  have  got  nearer  to  the  amount  that 
is  considered  suitable.  Supposing  my  figure  of  30 
millions  were  to  find  acceptance  I  do  not  say  one  need 
wait  until  the  30  millions  have  been  reached,  but  it 
would  be  well  to  wait  until  one  is  nearer  30  miUiorrs 
than  we  ai-e  now. 

1091.  Anyhow,  when  the  30  millions  have  been 
reached,  then  you  think  there  would  be  no  objection 
to  the  Secretary  of  State  entering  into  an  undertaking 
to  maintain  exchange  within  certain  limits  P — As 
I  say,  it  is  very  impor-tant  that  I  should  speak 
only  for  myself,  but  speaking  for  myself  I  think  that 
that  should  be  done.  I  may  say  that  I  am,  as  it  were, 
deeply  committed  in  the  matter,  because  the  Colonial 
Secretary  was  good  enough  to  ask  me  to  join  the  West 
Africa  Currency  Committee,  which  in  a  way  dealt  with 
important  questions,  and  on  which  we  recommended, 
and  I  think  the  Govei-nment  is  carrying  out,  a  similar 
policy  for  West  Africa,  that  is  to  say,  the  obligation 
to  sell  exchange  on  London  is  unlimited. 

1092.  Tou  mentioned  a  few  minutes  ago  that  the 
Government  have  now  got  18  millions  in  India  in  gold. 
But  if  they  were  to  export  5  or  7  millions  of  that  to 
London  they  would  then  already  have  the  30  millions 
in  London  ? — That  is  so. 

1093.  So  if  they  were  to  take  that  step  they  would 
then  be  in  a  position  to  enter  into  the  undertakino- 
immediately  ?— That  is  so.  I  had  not  thought  of  it 
for  the  moment  because  it  struck  me  there  would  be 
some  dismay  in  some  circles  in  India  if  that  export 
on  a  large  scale  were  to  take  place.  But  I  can  see 
advajitages  in  it ;  I  mean,  if  my  view  were   endorsed 
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by  the  Secretary-  of  State,  it  would  certainly  put  the 
Indian  currency  system  on  a  very  firm  foundation; 
it  -would  greatly  improve  it. 

1094.  Do  you  think  it  is  arguable,  therefore,  that 
it  might  be  a  good  policy  to  bnng  home  from  India 
5  to  8  millions  of  gold  for  that  use? — If  it  were 
intended  to  use  it  for  this  particular  purpose,  to  take 
this  very  great  forward  step  in  our  currency  system, 
I  certainly  think  that  is  arguable. 

1095.  One  further  point  connected  with  that, 
though  of  much  less  importance :  If,  when  the  next 
crisis  comes,  the  Government  has  still  that  18  millions 
in  India  in  gold,  would  it  be  a  wise  policy  for  the 
Government  to  export  part  of  their  gold  to  London  them- 
selves P^The  Government  ought,  if  it  has  a  very  large 
sum  at  the  beginning  of  the  crisis,  which  is,  perhaps, 
not  very  probable,  because  crises  come  in  a  very  slow 
and  insidious  way — if  it  has  a  very  large  sum  at  the 
beginning  of  the  next  crisis,  it  ought  either  to  export 
it  itself  or,  I  think,  to  take  special  steps  to  secure  that 
a  considerable  portion  of  it  at  least  is  used  for  export. 
On  the  last  occasion,  the  crisis  of  1908, 1  am  afraid 
that  the  Government  of  India  temporarily  reversed — 
they  probably  did  not  realise  they  were  doing  it — for 
the  time,  the  policy  that  the  fowler  Committee  had 
recommended.  The  Fowler  Committee  said  the  chief 
use  of  a  gold  reserve — I  thiak  the  Chairman  quoted  it 
yesterday — is  to  be  exported  at  certain  times,  and  the 
Government  of  India  took  the  view  that  the  chief  use 
of  a  gold  reserve  was  to  keep  up  the  internal  circu- 
lation of  gold,  and  that  its  use  for  export  ought  to  be 
restricted  in  order  to  secure  that  the  internal  circu- 
lation was  kept  up.  I  think  that  that  policy  ought 
not  to  be  repeated,  but  that  the  exact  measures  for 
i-eversing  it  and  the  exact  extent  to  which  each  measure 
should  be  taken  would  want, considering. 

1096.  (Chairman.)  I  understand  that  the  primary 
and  main  object  of  the  gold  standard  reseiTe  is  to 
maintain  the  exchange  ? — Tes,  to  prevent  exchange 
from  falling. 

1097.  And  that,  in  your  opinion,  the  recommenda- 
tions of  the  Fowler  Committee,  when  relating  to  the 
gold  standard  reserve,  have  been  in  all  substantial 
particulars  carried  forward  ?  —  Yes.  Of  course  the 
recommendations  were  very  sketchy  and  incomplete 
owing  to  the  circumstances  which  then  existed. 

1098.  In  particular  to  hold  the  main  portion  of 
the  reserve  in  London  in  readily  realisable  securities 
does,  in  your  opinion,  fulfil  the  functions  of  the 
Fowler  Committee,  though  they  spoke  of  holding  the 
reserve  in  gold  ?— Yes. 

1099.  Your  view  is  that  those  securities  are  as 
good  as  gold  for  your  purpose  ? — Yes,  and  that  the 
Fowler  Committee,  when  they  adopted  that  paragraph 
in  their  report,  meant  "  gold  "  to  be  used  in  the  wider 
sense.* 

1100.  (Sir  Robert  Chalmers.)  Not  silver,  in  factP — 
Quite  so. 

1101.  {Chairm,an.)  It  comes  to  this,  that  these 
securities  are  readily  convertible  into  gold  at  any 
moment  ? — Yes. 

1102.  And  that  is  why  they  are  as  good  as  actual 
metallic  gold  ? — Yes,  they  are  readily  convertible — I 
am  sorry  always  to  put  in  this  point — into  sterling 
money.  I  made  the  remark  for  this  reason :  someone 
has  said — I  do  not  know  if  it  was  a  member  of  the 
Commission — ^that  if  you  want  to  sell  your  Consols  or 
your  Treasury  bills  and  take  the  proceeds  in  sovereigns 
and  take  them  away  it  would  be  a  very  difficult 
operation  to  carry  out  at  this  moment.  I  quite  agree 
with  that  remark.  But  of  course  if  one  had  to  use 
the  gold  standard  reserve,  one  would  not  need  to  take 
the  money  in  sovereigns. 

1103.  When  you  get  to  the  bottom  of  this  transac- 
tion, does  it  not  in  fact  rest  upon  somebody  else 
keeping  actual  gold  if  you  do  not  keep  it  youi-self  ? — 
Certainly.  I  do  not  wish  to  overstate  the  difference 
between  taking  the  proceeds  of  one's  securities  in 
banker's  money  and  in  gold  respectively;  but  also  I 
wish  to  mention  that  there  is  a  difference. 

1104.  Do  you  agree  that  it  is  only  safe  for  you  to 
hold  a  large  proportion  of  the  gold  standard  reserve 
in  securities  instead  of  in  gold  itself  on  the  assump- 
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tion  that  somebody  else  is  holding  large  stocks  of 
gold  so  that  gold  will  be  readily  available  if  it  is 
required  ? — Yes ;  or  that  sterling  banker's  money  wiU 
be  available. 

1105.  What  exactly  do  you  mean  by  sterling 
banker's  money  ? — I  hope  I  do  not  insist  too  much  on 
the  difference,  but  it  does  seem  to  me  important. 
When  a  large  payment  has  to  be  made  from  India  to 
this  country  or  to  Europe  generally  (because  Sir  James 
was  pointing  out  that  such  payments  may  have  to  be 
made  to  Germany  or  France  in  liquidation  of  an 
adverse  balance  of  trade),  the  Government  of  India 
would  offer  to  sell  exchange  on  London  to  those 
people  who  have  to  make  the  payments  and  would 
realise  its  securities  and  would  pay,  say  to  the  National 
Bank  of  India  or  to  the  Hong  Kong  and  Shanghai 
Bank,  to  one  a  cheque  for  100,000/!.,  to  another  a 
cheque  for  300,000^,  and  that  money  would  go  ulti- 
mately to  pay  the  Manchester  cotton  spinner  who  had 
exported  goods  to  India,  and  to  satisfy  whose  require- 
ments the  whole  of  these  operations  were  being  cariied 
out.  It  is  important  to  remember  that  the  Manchester 
cotton  spinner  does  not  want  so  many  hundred  thousand 
golden  sovereigns.  What  he  wants  is  to  see  at  his 
bank,  perhaps  at  the  Bank  of  England  itself,  a  figu5'e 
with  a  suitable  number  of  noughts  after  it  standing  to 
his  credit. 

1106.  That  is  to  say,  as  long  as  there  is  credit  you 
hold  that  you  do  not  need  gold  ? — ^You  say  "  credit "  ; 
I  hope  I  am  not  obstinate,  but  I  think  that  "  bankers' 
money  "  is  the  expression,  because  when  one  mentions 
credit  it  implies  that  there  is  some  borrowing  involved, 
that  someone  is  lending  someone  something.  Having 
a  big  amount  to  your  credit  in  your  bank  does  not 
involve  credit. 

1107.  (Mr.  Keynes.)  Are  you  not  lending  to  yom* 
bank? — Yes,  in  that  sense  there  is  credit,  but  I  was 
anxious  to  avoid  certain  of  the  connotations  of  the 
word  "  credit "  which  are  not  i-eally  relevant. 

1108.  (Chairman.)  I  want  now  to  go  to  the 
question  of  the  coinage  of  gold  in  India.  You  have 
handed  in  a  short  note  upon  the  subject  which  we 
may  include  with  your  evidence,  I  think? — Yes  (see 
Appendix  VI.,  page  212). 

1109.  We  have  also  had  circulated  to  us  a  return 
moved  for  by  Mr.  Touche  in  the  House  of  Commons 
and  presented  to  that  House,  dated  the  31st  January 
1913  (495)  ?— Yes. 

1110.  The  views  of  the  Government  of  India  are,  I 
think,  set  forth  in  their  despatch  No.  59,  dated 
16th  May  1912,  which  appears  on  page  57  of 
Mr.  Touche's  Return? — Yes. 

1111.  At  the  present  time  both  gold  and  sUver  are, 
I  take  it,  established  as  legal  currency  in  India  ? — Yes, 
and  without  limit  of  amounts. 

1112.  How  would  you  describe  the  Indian  system  ? 
We  have  touched  upon  that  on  two  or  three  occasions, 
but  I  would  like  to  hear  your  description  of  what  the 
Indian  system  now  is  ? — We  had  a  few  words  about  it 
earlier  in  the  day,  and  I  applied  to  it  the  well-known 
phrase  of  the  limping  standard,  because  I  thought  that 
that  phrase  properly  applies  to  any  currency  system  in 
which  two  metals  are  full  legal  tender ;  when  I  say  full 
legal  tender,  I  mean  legal  tender  without  limit  of 
amount,  without  the  two  being  convertible  one  into  the 
other  by  statute.  Whether  I  have  applied  the  right 
designation  to  it  or  not,  that  is  the  position  in  India  ; 
sovereigns  and  rupees,  as  you  see,  ai-e  full  legal  tender, 
and  the  public  has  a  right  definitely  secured,  though 
not  a  legally  established  right,  to  get  mpees  in  exchange 
for  sovereigns  at  a  certain  fixed  rate,  but  there  has 
been  no  undertaking  to  give  sovereigns  in  exchange  for 
rupees.  The  system  is  supported,  as  you  know, 
by  the  action  taken  by  the  Government  in  the  past 
and  the  expectation  as  to  the  Government's  future 
action  when  support  is  needed. 

1113.  Is  the  result  of  the  working  of  the  system,  as 
you  have  described  it,  that  a  parity  of  exchange  is 
preserved  with  gold-using  countries,  but  that  a  similar 
parity  of  metals  is  not  preserved  in  the  internal 
economy  of  the  country? — Between  India  and  gold- 
using  countries  a  parity  is  maintained,  and  there  is 
ordinarily  a  •  very  close  parity  between  rupees  and 
sovereigns"  actually  in  India.     The  mpee   cannot  cro 
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appreciably  above  one -fifteenth  of  a  sovereign,  because 
anyone  who  presents  sovereigns  can  get  15  rupees  for 
each  of  them.  I  do  not  think  that  it  is  possible  whilst 
international  exchange  with  gold-standard  countries  is 
miiintained  that  the  mpee  should  go  materially  below 
one-fifteenth  of  a  sovereign;  but  there  is  no  special 
machinery  by  which  the  holder  of  the  rupee  can  get 
sovereigns,  except  when  it  is  convenient  to  the  Govern- 
ment to  let  him  have  them ;  that  is  to  say,  in  effect,  he 
can  get  them  when  the  Government  has  them,  but  the 
Government  does  not  vmdertake  to  get  a  stock  of  them 
in  order  to  supply  his  demands. 

1114.  Now  I  ask  you  to  look  at  that  despatch,  to 
which  I  have  alluded,  of  the  Government  of  India, 
No.  59,  on  page  57  of  Mr.  Touche's  Betui-n  (H.O.  495 
of  1913).  In  pai-agraph  3  the  Government  of  India  say, 
"  It  is,  we  think,  an  indisputable  fact  that  the  estab- 
"  Ushmient  of  a  gold  currency  was  regarded  as  the 
"  logical  and  natiiral  sequence  of  the  closing  of  the 
"  mints  to  silver,  and  as  the  necessaiy  accompaniment 
"  of  the  estabhshment  of  a  gold  standard."  Do  you 
agree  with  that  statement  of  fact,  in  the  first  place  ? — 
Yes.  I  think  that  the  ideas  prevailing  in  the  minds  of 
those  who  recommended  the  establishment  of  the 
present  system  include  the  use  of  gold  as  cmxenoy. 

1115.  Do  you  yourself  think  that  it  is  a  logical  and 
natui'al  sequence  of  the  closing  of  the  mints  that  there 
should  be  a  gold  cuiTenoy  established  ? — No.  I  think 
it  is  convenient,  India  being  placed  as  it  is.  and  the 
tastes  of  the  people  of  India  for  the  use  of  gold  being 
what  they  are,  that  gold  should  circulate  as  actual 
ciuTency ;  but,  as  you  know,  there  are  some  countries 
which  have  a  well-established  gold  steindard  which  do 
not  use  gold  for  currency  pui-poses.  I  noticed  that  one 
important  Canadian  bank  manager  developed  that  very 
fully  before  a  recent  Canadian  Committee.  It  was 
familiar  to  me,  because  the  late  Sir  Edward  Clouston 
put  it  very  strongly  before  the  Fowler  Committee  in 
1898.  Canada,  as  everyone  knows,  is  a  gold  standard 
country,  and  it  has  a  well-established  gold  standard  : 
but  the  use  of  gold  as  currency  there  is  extremely 
infrequent ;  at  least  so  I  am  assured,  but  I  have  never 
been  there. 

1116.  I  think  you  are  refeiTing  to  some  evidence 
given  by  Sir  Edmund  Walker,  the  President  of  the 
Canadian  Bank  of  Commerce  before  the  Banking  and 
Commerce  Committee  of  the  Canadian  House  of 
Commons  ? — Tes. 

1117.  I  have  that  evidence  before  me.*  He  was 
asked,  "  Do  you  think  the  public  will  not  receive  gold 
from  the  banks  ?  "  And  he  replied,  "  Oh,  no,  I  do  not 
"  say  that ;  but  it  is  not  the  kind  of  circulation  that 
"  people  want,  and  it  is  a  very  wasteful  kind  of 
"  circulation.  (Q.)  It  obtains  in  all  great  countries  in 
"  the  world  ? — (.4.)  It  does  not  obtain  in  all  great 
"  countries  in  the  world,  only  in  Great  Britain. 
"  (Q.)  And  in  Gei-many  and  in  France  ? — (A.)  Not  to 
"  any  great  extent."  Do  you  agree  with  that? — I 
cannot  speak  with  any  precision  about  the  practice  in 
France  and  Germany.  It  is  a '  matter  of  common 
knowledge  that  in  Italy,  which  has  now  a  well- 
established  gold  standai'd,  the  vise  of  gold  is  extremely 
infrequent^  and  the  habitual  cuirency  is  notes. 

1118.  I  gather  that  one  reason  put  forward  by  the 
Indian  Government  for  desiring  the  coinage  of  gold  is 
the  belief  that  it  wiU  increase  the  amount  of  gold  in 
India  ? — No,  1  think  they  guai-d  themselves  against 
that.  I  think  they  say  that  it  would  not  bring  more 
CTold  to  India.  I  think  perhaps  what  was  in  their 
mind  was  this — that  they  thought  it  would  increase  the 
amount  of  coined  gold  m  India  by  inducing  the  owners 
of  bullion  and  ornaments  to  bring  them  to  the  gold 
mint  and  have  them  coined  into  sovereigns. 

1119.  Do  they  not  go  a  httle  further  than  that, 
and  suggest  that  the  amount  of  gold  in  India  will  be 
increased,  because  there  wiU  be  more  gold  iu  circidation 
and  in  the  hands  of  the  people? — I  am  inclined  to 
think  that  they  do  not  put  that  point. 

1120.  Do  you  think  that  their  inference  is  onlythat 
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gold  now  hoarded  will  take  the  form  of  com  ?— Tes. 
May  I  refer  to  the  Secretary  of  State's  ^spatch 
No.  139,  dated  18th  October  1912  (page  65  of  H.O.  495 
of  1913),  which  summarises  the  views  of  the  Govern- 
ment of  India  ?  It  says  at  the  end  of  paragraph  1, 
"  Ton  hold  the  opinion,  which  seems  clearly  correct,  that 
"  it  would  not  be  likely  to  increase  the  importation  of 
'•  gold  into  India."  The  passage  on  which  the  Secretaiy 
of  State's  summary  is  founded  is  evidently  paragraph  14 
of  the  letter  from  the  Government  of  India. 

1121.  That  is  the  pai-agraph  in  which  they  say. 
■'  Neither,  in  proposing  to  open  a  gold  mint,  is  it  our 
"  intention  to  induce  thereby  an  increased  flow  of  gold 
"  to  India  "?— Yes,  and  you  see  that  paragraph  ends 
with  the  words,  "  but  the  aggregate  inflow  of  gold  will, 
so  far  as  we  can  see,  remain  unaffected." 

1122.  On  the  other  hand,  they  are  of  opinion  that 
the  opening  of  a  gold  mint  and  the  extension  of  gold 
circulation  would  aid  in  supporting  exchange  ? — That 
is  so, 

1123.  Do  you  share  that  opinion  ? — I  do  not  think 
that  it  would  give  any  material  help.  I  think  I  was 
mentioning  yesterday  that  I  hold  the  view  which  Lord 
Goschen  and  Mill  and  many  distinguished  economists 
have  held,  that  the  gold  which  is  actually  in  circulation 
is  of  very  little  use  in  maintaining  the  exchange 
between  the  country  in  which  it  is  circulating  and 
other  countries. 

1124.  What  are  the  advantages  which  you  would 
expect  to  accrue,  if  any,  to  India  from  the  opening  of  a 
gold  mint  there  ? — ^I  think  that  there  are  very  few 
advantages  indeed.  Of  course  you  are  not  asking  me 
about  the  advantages  of  the  circulation  of  the  sovereign, 
because  that  is  a  different  matter,  seeing  that  it  is  well 
recognised  that  it  can  circulate  whether  there  is  a  mint 
or  whether  there  is  not.  I  think  the  advantages  of  a 
gold  mint  are  very  slight  indeed,  seeing  that  sovereigns 
can  be  imported,  and  are  freely  imported,  to  a  very 
great  extent.  One  advantage  to  which  I  do  not  attach 
very  much  importance  is  that  it  would  be  possible  to 
coin  a  gold  coin  other  than  the  sovereign.  There  have 
been  recommendations,  or  rather  representations,  to 
which  some  weight  is  to  be  attached,  that  such  a  coin 
would  be  popular  and  would  serve  purposes  that  a 
sovereign  does  not  serve.  Sir  Yithaldas  Thackersey 
in  1911  made  a  speech,*  which  I  daresay  will  be  brought 
to  your  notice,  in  which  he  said  that  a  smaller  coin,  and 
an  Indian  coin,  might  be  more  popular.  That  I  think 
is  one  possible  advantage,  more  especially  since  his 
view  has  been  supported  in  various  quarters.  I  re- 
member Mr.  Webb,  who  is  a  well-known  wiitef  on  this 
subject,  wi'ote  to  the  Secretary  of  State  once  urging 
that  there  should  be  a  specific  Indian  gold  coin.  I 
imagine  that  he  was  voicing  the  opinion  of  a  certain 
number  of  persons  in  India  with  whom  he  came  in 
contact.  I  think  if  I  could  remember  them,  there 
have  been  others  Who  have  represented  that  the 
10-rupee  piece  would  be  fairly  popular.  I  believe  that 
the  Government  of  India  thought  that  there  would  be 
some  demand  for  it,  so  that  one  advantage  would 
be  the  introduction  of  a  more  convenient  form  of 
coin. 

1125.  Is  that  an  advantage  which  is  depehdent  on 
the  establishment  of  an  Indian  mint  ?  Would  it  not  be 
possible  to  have  an  arrangement  with  the  mint  here 
that  they  should  coin  whatever  gold  coin  India 
required  ?— Yes,  that  would  be  possible.  I  think  the 
advantage  I  was  just  mentioning  merges  very  much 
into,  the  one  that  I  was  about  to  mention:  it  has 
been  said  to  me  by  friends  of  mine  who  have  some 
experience  of  Indian  feeling,  that  certain  sections  of 
Indian  feeling,  perhaps  a  very  large  section,  would  be 
much  gratified  by  the  opening  of  a  mijit  for  the 
coinage  of  gold  m  India.  Personally,  I  find  it  a  little 
difficult  to  understand  what  personal  gratification 
it  would  bring  to  any  Indian  to  know  that  his.  country 
had  a  gold  mint  as  well  as  a  rupee  mint,  but  I  must 
take  the  fact  as  it  is  given  to  me,  that  some  gratifica- 
tion, it  is  alleged,  would  be  caused  by  the  opening  of 
such  a  mint. 

1126.  So  that  in  your  opinion  the  advantage  would 
be  really  rather  the  satisfaction  of  sentiment  than  any 
concrete  gain  ? — Yes, 
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•  1127.  In  pa*,grapli  22  of  that  same  despatch, 
No.  59,  on  page  61  of  H.C.  495  of  1913,  the  Govern- 
ment of  India,  -whilst  disclaiming  any  idea  that  the 
coinage  of  gold  in  India  will  he  a  panacea  for  all 
Indian  currency  ills,  add :  "  Indeed  we  do  not  imagine 
"  tliat  its  influence  will  be  greatly  felt  at  first ;  but 
'•"such  a  measvire  wiU  mark  a  step  along  the  path 
''  which  has  been  authoritatively  accepted  as  the 
"'  line  on  which  our  currency  policy  must  develop, 
"  and  in  time  it  will  be  of  great  assistance  in 
"  maintaining  the  stability  of  our  currency  system." 
Can  you  develop  that  idea  for  me  a  little? — ^1  think 
what  the  Government  of  India  would  say  is  that  when 
therewere  many  more  sovereigns  than  at  present  and 
fewer  rupees  making  up  the  total  circvilation  in  India, 
the  danger  of  a  fall  in  exchange  would  be  less  than  it 
now  is:  I  cannot  say  that  the  argument  appeai-s  to  me 
to  be  extremely  convincing,  because  I  think  it  overlooks 
the  fact  that  the  reason  why  the  Indian  exchange  tends 
to  fall  under  present,  conditions  is  mainly  that  India 
is  a  debtor  country,  and  that  from  time  to  time,  if 
trade  goes  against  her,  she  finds  a  difficulty  in  paying 
her  ■  dpbts  abroad.  If  she  had  a  gold  currency  she 
might  hsve  to  export  her  cun-ency  if  the  holders  of  it 
were  willing  to  let  ■  it  be  expoi-ted ;  biit  if  she  did  that 
there  would  stUl  be  the  fail  in  exchange  that  there  is 
at  ^present.  The  idea  that  you  prevent  a  fall  in 
exchange  by  exporting  your  currency  seems  to  me  to 
have  very  little  foundatioii. 

'  1128.  The  great  advantage  of  the  proposal  in  the 
mind  of  the  Indian  Government  is  that  it  would  increase 
the  number  of  gold  coins  in  circulation  ?— Yes. 

1129.  And  also  increase  the  proportion  of  gold  in 
India  as  compared  with  silver  ? — Yes,  but  the  reasons 
for  bolding  that  opinion  are  not  very  clear  or  strong. 

1130.  Apparently  it  is  not  anticipated  that  it  will 
cause  gold  to  flow  into  India  ? — No. 

1131.  But  that  it  will  bring  gold  out  of  hoards,  or 
out  of  the  bullion  condition  into  the  coined  condition  ? 
—Yes.' 

1132.  You  have  spoken  on  nlore  than  one  occasion 
about  the  issues  of  gold  to  the  public  in  India.  In  para- 
graph 9d  (6)  of  Appendix  III.  (page  90),  speaking  of  the 
com-se  of  events  of  1907-8,  you  say  "It  will  be  seen,"  from 
tbe  tables  that  you  print,  "  that  the  sovereigns  held  in 
"  Government  treasuries  and  resei-ves  in  India  decreased 
"  between  September  1907  and  December  1908  by 
"  4,394,000Z.  of  which  215,000Z.  represented  light  coin 
"  sent  by  the  Government  of  India  to  the  Secretary  of 
"  State,  and  the  i-emainder  (4,179, OOOZ.)  issues  to  the 

."  public  in  India."  The  export  on  private  account  which 
you  are  dealing  with  in  that  paper  during  that  period 
was  only  about  250,000Z.  Have  you  any  theory  as  to 
■frhat  became  of  the  rest  of  those  sovereigns  ? — I  imagine 
that  they  went  the  way  of  many  other  sovereigns,  and 
of  the  gold  in  other  forms  than  sovereigns  that  is 
continually  being  imported  into  India.  No  doubt  a 
certain  number  of  them  may  have  remained  in 
circulation,  but  I  think  that  hoarding  and  melting 
were  probably  the  destination  of  the, majority. 

1133.  If  they  were  hoarded  as  sovereigns,  it  is  of 
course  possible  that  the  expectation  of  the  Government 
of  (India  might  be  realised,  that  in  times  of  need  they 
would  be  tempted  out  again  ? — J  think  that  the 
expectation  of  the  Government  of  India  was  that  they 
would  be  tempted  out  again,  and  then  they  would  in 
some  way  serve  to  .support  the  exchange  value  of  the 
rupee.  It  is  the  second  part  of  the  expectation  which 
seems  to  me  to  be  a  little  doubtful. 

1134.  But  if  they  had  been,  melted  down  there 
would  have  bacn  no  advantage  in  having  them  coined, 
and  they  might  just  as  well  have  gone  in  straight  as 
bullion  ? — Th3,t  is  so. 

1135.  Is  it  possible  to  frame  any  reasonable 
expectation  of  what  would  happen  if  you  minted  more 
sovereigns  or  more  gold  coins  in  India  ?  Is  it  possible 
to  frame  any  sort  of  hypothesis  as  to  the  proportion 
which  would  be  melted  down  .P — No.  I  should  say 
that  if  gold  in  India  was  brought  to  be  coined  into 
sovereigns,  the  presumption  is  that  it  would  remain 
in  the  form  of  sovereigns.  If  a  man  wanted  gold  he 
would  not  go  through  the  process  first  of  all  oi 
sending  the  bullion  to  be  coined,  and  then  of  melting 


the  coin  so  as  tp'put  it  back  into  bullion.  I  should 
say  that  the  danger  is,  if  I  may  hazard  a  conjecture, 
that  since  the  owners  of  bullion  in  India  who  hold  it 
in  that  form  do  so  because  they  prefer  it  in  that  form, 
they  would  continue  to  do  so  even  if  there  were  a 
mint  for  the  coinage  of  gold  in  Bombay;  and  that 
the  mint  woiild  probably  do  very  little  business. 

1136.  Of  course  the  same  man  would  not  at 
approximately  the  same  time  be  bringing  bullion  to 
the  mint  to  be  coined  and  then  melting  down  coin 
into  bullion  ? — No. 

1137.  But  the  coin  that  was  minted  from  the 
bullion  brought  to  the  mint  by  one  man  might  be 
melted  down  by  another  man  into  whose  hands  it 
shortly  passed  ? — Yes,  tliat  is  possible,  and  then  there 
w;ould  be  waste. 

1138.  And  there  would  not  be  that-increase  of  coins 
in  circulation  which  the  Indian  Government  hope  to 
see  ? — No,  clearly  not. 

1139.  In  itself  do  you  think  it  is  an  advanta,ge  to 
increase  the  number  of  gold  coins  in  circulation,  pro- 
vided that  there,  are  already  sufficient  to  meet  the 
natural  desires  of  the  public?  —  The  difficulty  of 
answering  that  question  is  that  if  there  are  as  many 
as  the  public  desire,  then  you  cannot  increase  the 
ILumber.  If  there  is  a  public  demand  for  sovereigns 
which  is .  not  fully  satisfied,  I  think  then  it  is  an 
excellent  thing  to  do  what  can  be  done  to  satisfy  the 
demand. 

1140.  I  understand  yom*  governing  principle  is 
that  it  is  the  business  of  the  Government  to  provide 
what  the  public  desire  ? — Yes. 

1141.  If  they  want  gold  coin  let  them  have  gold 
coin,  and  if  they  want  silver  let  them  have  silver?^^ 
Yes. 

1142.  Have  you  any  reason  to  doubt  that  that  is 
what  happens  now  ? — No.  It  is  to  be  noticed  that  the 
public  demand  for  sovereigns  does  increase  veiy  rapidly 
year  by  year,  and  a  time  might  come  when  the  demand 
is  larger  than  could  be  satisfied  from  the  stock  at  the 
disposal  of  the  Government.  Then  it  is  just  possible 
— I  merely  put  this  because  I  wish  to  be  fair  to  every 
side  in  this  controversy — that  the  existence  of  a  gold 
mint  in  Bombay  might  enable  the  holder  of  bullion  to 
get  sovereigns  by  the  coining  of  his  bullion,  which 
otherwise  he  might  find  it  difficult  to  get. 

1143.  In  this  despatch  (page  57  in  -  H.G.  495 
of  1913)  the  Government  of  India  propose  to  make 
their  gold  coin  a  sovereign.  I  think  I  am  right  in 
saying  that  included  in  the  papers  are  a  letter  from 
the  Treasury  to  the  India  Office  explaining  the 
difficulties  of  that  proposal,  and  a  letter  from  the 
Secretary  of  State  in  which  he  seems  to  think  it  likely 
that  the  Government  of  India  will  not  approve  of 
either  alternative  presented  by  the  Treasui-y,  and  in 
which  he  observes,  "If  both  are  dismissed  it  will  remain 
"  to  consider  whether  it  is  desirable  to  produce  at  one 
"  of  the  Indian  mints  a  separate  Indian  gold  coin  of 
"  the  denomination  of,  say, -Bs.  10."..  Is  there  any 
answer  to  that  despatch  which  we  ought  to  have? — 
The  important  communication  from  the  Government 
of  India  is  a  telegram,  dated  20th  January  1913,  in 
which  they  say,  "  As  you  anticipated,"  referring  to  the 
despatch  of  the  Secretary  of  State,  which  you  have  just 
quoted,  "  we  do  not  favour  either  of  the  alternatives 
"  offered  by  the  Treasiury.  We  therefore,  accept  your 
"  offer  to  sanction  the  issue  of  a  separate  Indian  gold 
"  coin  of  the  denomination  of  Bs.  10.  "We  will  submit 
"  Our  proposals  as  to  details  of  the  coinage  in  due 
"  course."  Then  they  discuss  the  dates  on  which  it 
would  be  desirable  to  make  an  announcement,  and 
that  perhaps  I  need  not  read.  I  ought  to  mention, 
so  as  to  avoid  misunderstanding,  that  that  telegram 
was  sent  before  it  had  been  decided  to  appoint  this 
Boyal  Commission.  On  the  24th  January,  1913,  the 
Secretary  of  State  suggested  that,  before  any  final 
decision  was  taken,  the  usual  procedure  for  eliciting 
public  opinion  in  India  should  be  followed.  Again  he 
returned  to  that  point  in  a  subsequent  telegram,  and 
the  discussion  to  which  those  suggestions  gave  rise 
ended  with  a  statement  from  the  Government  of  India 
as  follows,  dated  10th  April,  1913 : — "  In  your  tele- 
"  gi-am  of  14th  February  we  were  informed  that  the 
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"  Royal  CommisBioii  would  inquire  inter  alia  into 
■'  Indian  currency  administration.  Tiie  possibility  of 
••  a  decision  being  arrived  at  on  the  question  of  gold 
•■  coinage  independently  of  a  Commission  was  there- 
•'  fore  never  anticipated  by  us.  It  is  assumed  generally 
'■  by  the  public  in  India  that  the  question  will  be  left 
"  for  the  Commission  to  decide,  and  we  are  of  opinion, 
"  after  full  consideration,  that  this  is  the  only  possible 
'•  course  now.  Ample  opportunities  for  ascertaining 
"  the  opinion  of  representatives  of  the  commercial 
"  public  in  India  will  no  doubt  be  given  to  the 
"  Commission."  That  telegram  came  as  the  reply  to 
the  Secretary  of  State's  inquiry  as  to  what  detailed 
steps  should  be  taken  to  elicit  public  opinion  in 
India,  and  you  will  see  that  in  effect  the  Government 
of  India  said,  "We  wiU  do  nothing  at  present ;  we  will 
wait  untU  the  Bioyal  Commission  has  considered  the 
matter. 

1144.  The  present  arrangements  have  secured  a 
stable  exchange  between  India  and  other  countries  ? — 
Yes,  between  India  and  gold-using  coimti-ies. 

1145.  In  that  respect  we  have  aU  the  advantages  of 
a  gold  standard  ? — Tes. 

1146.  Those  advantages  have  been  secured  without 
the  existence  of  an  extensive  gold  currency  in  India  ? — 
Tes. 

1147.  Some  people  would  say,  and  apparently  Sir 
Edmund  Walker,  to  whose  evidence  you  alluded,  would 
say  that  the  most  admirable  system  you  could  have  was 
one  in  which  your  gold  was  in  reserve  and  protected 
your  exchange,  and  was  not  in  circulation  ? — Tes. 

1148.  And  would  consider  that  so  far  from  its  being 
desirable  to  encourage  the  use  of  gold  in  circulation,  it 
was  a  veiy  uneconomic  and  wasteful  thing  to  do  ? — 
Tes. 

1149.  Is  that,  on  the  whole,  your  view,  subject 
always  to  your  governing  principle,  that  after  all 
it  is  not  a  matter  for  Grovemment  to  decide,  and  that 
the  public  must  have  what  they  want  ? — Really,  the 
reiteration  of  that  principle  answers  the  question.  I 
see  no  disadvantage  to  India  in  the  use  of  gold,  and  I 
see  no  advantage  to  India  except  its  convenience. 
I;understand  that  with  the  people  who  donoti-eadilytake 
to  the  use  of  notes,  as  is  the  case  with  the  inhabitants 
of  some  parts  of  India,  but  not  the  majority  of  India 
fortunately,  the  gold  coin  is  a  great  convenience.  Of 
course  I  agree  with  the  view  held,  I  think,  by  most 
persons  who  consider  currency  questions,  that  the  ideal 
form  of  currency  is  a  note  currency ;  but  one  cannot 
expect  India  to  be  much  ahead  of  England  in  such  a 
matter,  and  in  England,  as  you  know,  notes  are  a  very 
unimpoi'tant  part  of  the  currency. 

1150.  (Sir  Robert  Chalmers.)  The  chief  part  of  the 
currency  being  the  cheque  ? — That  is  so. 

1151.  {Chairman.)  Of  course,  a  cheque  is  very 
similar  to  a  note  in  some  respects  ? — ^Tes. 

1152.  (Lord  Faher.)  In  an  answer  given  by  you  to 
the  Chau-man,  you  expressed  the  opinion,  I  think,  that 
the  export  of  gold  coin  or  bullion  would  not  stop  a  fall 
in  exchange;  is  that  your  considered  opinion? — It 
would  not  prevent  a  fall  in  exchange,  because  it  would 
be  brought  about  by  a  fall  in  exchange.  So  long  as  a 
country  was  losing  its  gold  by  export,  its  exchange 
would  be  ex  hypothesi  at  or  below  the  gold  exporting 
point. 

1153.  Would  not  the  fact  of  exporting  bullion,  and, 
therefore,  not  using  exchange  at  all,  tend  to  a  jumping 
up  of  the  exchange  again  ? — ^It  would  tend  to  restore 
the  exchange,  but  it  would  not  tend,  I  think,  to  prevent 
the  exchange  from  falling  to  the  gold  exporting  point. 
The  reason  that  I  mentioned  it  is  this  :  Everyone 
knows  that  in  India  we  have  methods — for  instance, 
the  sale  of  these  biUs  of  which  you  have  heard  so  much 
— ^for  preventing  exchange  from  falling  below  a  certain 
point,  that  is  to  say,  the  point  at  which  we  sell  the 
biUs :  and,  from  what  one  i-eads  in  newspapers  and 
elsewhere,  one  gathers  that  the  opinion  is  held  that  if 
gold  were  very  largely  circulatii^  in  India,  there  would 
be  a  more  effective  method  of  achieving  the  same 
object,  and  that  the  exchange  would  necessarily  be 
stopped  in  its  fall  at  a  higher  point.  I  wish  to 
mention — and  that  is  why  I  made  my  remark — that  I 
do  not  think  that  those  opinions  are  well  founded. 


1154.  (Sir  Robert  Chalmers.)  Respecting  the  hypo- 
thesis that  there  would  be  an  Indian  mmt  commg  gold, 
and  gold  of  an  Indian  denomination,  did  you  contem- 
plate seigniorage ;  what  would  be  your  view  on  that 
subject  ?— I  have  no  very  strong  view  about  it  at  au. 
When  the  sovereign  was  proposed,  you  know,  it  was 
proposed  to  have  no  coinage  charge.  If  you  have  tune 
to  read  tie  whole  correspondence  you  mU  see  tHat 
there  was  a  discussion  with  the  law  officers  as  to 
whether  it  was  possible  to  have  in  an  India^  bmnch 
mint  an  arrangement  similar  to  that  at  the  Itoyal 
Mint,  and  differing  fi-om  that  which  prevails  in  Aus- 
ti-aUa.  After  much  consideration  it  was  decided  that 
the  Royal  Mint  arrangement,  under  which  there  is  no 
chaise,  was  possible  even  in  a  branch  mmt,  though 
there  is  at  present  no  branch  mint  which  does  not 
make  a  chai-ge.  When  the  question  came  of  a 
10-rupee  gold  piece  instead  of  a  sovereign,  the  pomt 
regarding  the  chaise  was  a  new  one,  and  Lord  Crewe, 
in  his  despatch,  asked  the  Government  of  India  to  let 
him  have  their  views  as  to  whether  there  should  be  a 
seigniorage  or  not. 

1155.  Have  you  got  theii-  views? — ^No,  we  have 
not  got  their  views.  I  feel  with  regard  to  this,  as 
with  regard  to  many  other  of  the  questions  which 
arise  about  coinage,  that  points  which  ai-e  of  very 
small  importance  are  considered  in  some  quarters  to 
be  very  important.  I  do  not  see  that  there  is  very 
much  importance  in  the  question  whether  there  should 
or  should  not  be  a  small  seigniorage  on  the  coinage 
of  a  10-rupee  gold  piece. 

1156.  It  would  have  this  effect,  surely,  in  the 
domain  of  ordinary  finance  that  a  seigniorage  would 
represent  a  charge  covering  the  cost  of  turning  buUion 
into  the  form  of  coin,  and  therefore  any  operations  in 
the  way  of  setting  up  a  gold  mint  in  India  for  coining 
gold  coins  would  tend  to  be  self-supporting  instead 
of  being  an  entire  loss  to  the  taxpayer  ? — Ei-om  that 
point  of  view  the  importanf.e  is  clear,  but  I  think  that 
the  critics  to  whom  I  refer  had  souls  above  considera- 
tions of  loss  to  the  taxpayer. 

1157.  It  is  generally  understood,  is  it  not,  that  the 
cost  of  minting,  and  so  forth,  may  be  taken  at  about 
l^d.  an  oz.  ? — I  think  so.  That  coiresponds  to  the 
Australian  charge  fairly  well. 

1168.  If  you  have  got  a  seigniorage  charge,  by 
export  of  the  coins  so  minted  you  lose  what  you  have 
paid  for  F — Tes. 

1159.  And  so  far  there  would  be  a  tendency  to  keep 
the  gold  coins  on  which  seigniorage  had  been  charged 
in  the  country  ? — Tes. 

1160.  Seigniorage  is  generally  chai-ged  in  all 
countries,  is  it  not? — This  country,  I  believe,  is 
generous  owing  to  the  influence  of  the  Treasury, 
but  other  countries,  I  think,  usually  charge  a 
seigniorage. 

1161 .  The  general  body  of  precedent  would  be  in 
favoui-  of  a  seigniorage  chajge  ? — Tes. 

1162.  And  that  was  imposed  by  this  country  under 
the  Coinage  Act  of  1870  for  the  branch  mints  in 
Australia  ? — It  was  not  imposed — it  was  allowed,  and 
then  the  permissive  power  was  exercised. 

1163.  Take  again  the  hypothesis  of  the  Indian 
gold  coin;  it  would  be  of  the  greatest  importance, 
would  it  not,  that  the  fineness  of  those  Indian  coins 
should  be  the  same  as  the  sovereign,  ^ths,  so  that 
they  could  exchange  by  weight  ?— I  should  think  so. 
Of  course  there  are  differences  of  fineness  between 
Indian  and  English  token  coins,  but  then  the  same 
considerations  do  not  apply. 

1164.  If  you  have  no  sovereign  coined  in  India,  the 
ordinary  method  of  settling  international  balances 
would  be  by  buUion,  would  it  not  ? — No.  Tou  ask,  if 
you  have  no  sovereign  coined  in  India  ?  • 

1165.  Is  not  bullion  the  normal  international 
medium  of  exchange,  is  not  coin  only  a  substitute  for 
that  ? — ^It  is  a  very  usual  substitute,  and  a  very  con- 
venient one ;  but  the  normal  method,  I  should  say,  as 
between  India  and  the  rest  of  the  world,  is  by  the  use 
of  this  machinery  that  the  Gkivemment  has  set  up,  in 
fact  by  the  use  of  what,  in  the  widest  terms,  one 
would  call  ci-edit  insti-uments. 
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1166.  Do  yoji  think  there  is  any  popular  demand  in 
India  for  a  special  gold  coin  of  its  own  ;  do  you  think 
there  is  any  national  sentiment  in  that  direction  ? — 
Even  those  who  are  on  the  spot  in  India  are  certainly 
liahle  to  make  mistakes  on  the  subject,  as  I  should 
like  to  illustrate  in  a  moment,  so  that  I,  not  being 
there,  cannot  give  an  opinion.  There  is  a  very  curious 
illustration  of  the  difficulty  of  gauging  Indian  sentiment 
in  this  matter.  In  this  White  Paper  which  was 
published  at  Mr.  Touche's  request  (H.O.  495  of  1913), 
the  Government  of  India  were  very  emphatic.  The 
Secretary  of  State  asked  whether  Indian  opinion  ought 
not  to  be  ascertained.  In  a  telegram  of  18th  May 
1912,  on  page  63,  the  Government  of  India  said: 
"  We  have  not  obtained  opinions  of  the  bodies  you 
"  have  mentioned.  Matter  has  been  twice  subject  of 
"  debate  in  Imperial  Legislative  Council,  and  during 
"  past  year  has  been  discussed  vigorously  in  Press, 
"  and  by  commercial  interests  in  India  and  England, 
"  therefore  do  not  think  it  is  necessary  to  collect 
"  further  opinions."  Then  in  the  same  spirit  they 
say,  on  page  62,  paragraph  25,  "  Our  proposal  for  a 
"  gold  coinage  has  behind  it  the  overwhelming  support 
"  of  In diani  public  opinion,  the  leaders  of  which  are 
"  ready  and  anxious  to  extend  the  everyday  use  of  the 
"  common  coin  of  the  Empire,  and  are  unable  to  under- 
"  stand  why  India  should  be  denied  the  same  minting 
"  facilities  as  have  been  given  to  Australia  and  Canada." 
In  view  of  all  that,  the  Secretary  of  State  was  surprised 
to  some  extent  when  about  two  days  after  the  publication 
of  this  book  he  received  a  telegram  fi'om  the  Calcutta 
Chamber  of  Commerce  mentioning  their  pain  at  not 
having  been  consulted,  and  I  think  they  traversed  there 
the  statement  that  there  was  behind  this  proposal  the 
overwhelming  support  of  Indian  opinion,  and  in  a 
meeting  of  the  Calcutta  Chamber  of  Commerce  some 
views  contz'overting  this  statement  of  the  Government 
of  India  were  expressed  with  some  freedom. 

1167.  If  there  was  not  a  national  feeling,  if  I  may 
so  call  it,  in  favour  of  a  distinctive  coin  of  Indian 
manufacture,  would  you  say  that  on  merely  economic 
grounds  there  was  any  justification  for  the  spending 
of  any  money  on  the  coining  of  gold  in  India  ? — No. 
I  would  certainly  say  that  in  the  absence  of  this 
sentiment  that  there  is  no  justification  for  spending 
what  would  probably  be  about  16,0002.  a  year  at 
least. 

1168.  {Sir  Ernest  Cable.)  When  the  Fowler  Com- 
,  mittee    recommended   the    institution  of    a   mint   in 

India,  do  you  happen  to  know  whether  there  were 
many  sovereigns  going  out  to  India  at  that  time  ? — 
There  were  very  few.  I  think  you  will  find  some- 
where in  the  Committee's  report  that  they  mention 
that  when  they  wrote,  three  million  sovereigns,  I  think, 
had  gone  to  India.  I  am  not  sure  if  I  have  the  exact 
figure,  but  at  any  rate  it  was  a  trivial  amount  compared 
with  what  has  since  gone. 

1169.  So  it  might  be  a  legitimate  inference  from 
that  that  if  they  had  anticipated  the  large  sums  in 
sovereigns  that  have  gone  out  recently  they  might 
have  reconsidered  that  recommendation  ? — Tour  point 
has  been  anticipated  by  the  Treasury.  Ton  will  notice 
in  this  correspondence  that  was  published,  the  Treasury 
said  that  the  object  which  the  Fowler  Committee  had 
before  them  seemed  to  have  been  achieved  by  other 
means  which  they  did  not  anticipate. 

1170.  It  has  just  come  out  in  evidence  that  Canada 
is  a  case  where  the  mint  is  not  really  wanted? — I 
believe  opinions  differ,  but  there  are  authorities  who 
hold  that.it  is  not  wanted,  and  that  it  might  well  be 
abolished. 

1171.  The  case  of  Australia  seems  to  be  different, 
for  its  three  mints  have  been  largely  used,  have  they 

.not  ? ^I  believe  only  a  comparatively  small  proportion 

of  the  gold  which  is  produced  in  Australia  is  coined, 
but  I  am  not  quite  sure.  Tou  will  have  seen  in  some 
of  the  statements  that  I  gave  that  two  of  the  mints  in 
Australia  coin  about  two  million  sovereigns  a  year,  and 
the  other  one  about  four  millions. 

1172.  Is  that  entirely  from  local  production? — 
Australia  coins  about  nine  million  sovereigns  a  year, 
and  I  rather  fancy  that  its  gold  production  is  more 
than  that. 


1173.  But  it  is  got  entirely  from  local  production? 
—Yes. 

1174.  It  follows  from  that,  does  it  not,  that  if  the 
Mysore  gold  mines  did  not  want  a  mint  in  India,  that 
would  be  a  powerful  argument  against  it.  Do  you 
happen  to  know  their  views  about  a  mint  in  India.  ? — 
I  think  I  read  out  yestei-day  what  was  stated  in  1902 
as  to  their  feeling  and  their  practice  (paragi-aph  3  (v) 
of  A.ppendix  VI.,  page  213),  and  I  haveno  reason  to  think 
that  they  have  in  any  way  altered.  I  should  think  gener- 
ally it  would  be  more  convenient  to  the  Mysore  mine 
owners,  when  they  have  the  unrefined  gold  ready,  to 
send  it  to  England  than  to  dispose  of  it  there. 

1175.  They  would  be  not  likely  to  use  the  mint 
perhaps  even  if  it  was  put  up  ? — They  might  or  might 
not.  It  cannot  make  very  much  difference  to  them, 
because  they  have  to  send  the  greater  part  of  their 
production  home,  naturally,  because  it  belongs  to  their 
shareholders.  So  that  if  they  had  their  gold  coined 
they  would  buy  exchange  on  London,  I  presume,  out 
of  what  was  left  after  paying  their  wages  bill ;  there- 
fore, I  do  not  think  it  would  matter  much  to  them. 

1176.  {Sir  Bohert  Chalmers.)  If  there  was  a  seig- 
niorage it  would  deter  them  ? — ^Tes,  if  there  was  a 
seigniorage  on  their  10-rupee  piece,  I  suppose  it 
would. 

1177.  {Mr.  Keynes.)  Are  half  sovereigns  legal 
tender  in  India? — I  think  they  are.  I  daresay  you 
have  the  Coinage  Act.  I  think  that  the  words  of  it 
are  "  sovereigns  and  half-sovereigns .  coined  at  any 
mint  or  branch  mint." 

1178.  Is  there  any  evidence  of  half-sovereigns  being 
popular  ? — ^I  do  not  think  so.  I  remember  to  have  seen 
— I  forget  whether  it  was  in  an  official  paper  or  in  an 
unofficial  one — some  statement  which  rather  impressed 
me  that  they  were  not  popular ;  but  I  am  sorry  to  say 
that  I  cannot  at  the  moment  recollect  who  was  the 
authority,  I  thought  at  the  time  it  was  a  good 
authority ;  that  is  all  I  can  say. 

1179.  The  fact,  therefore,  that  an  Indian  gold  coin 
of  10  rupees  would  be  rather  smaller  in  face  value  than 
a  sovereign,  is  perhaps  not  much  reason  for  thinking 
it  would  be  popular ;  or  do  you  think  it  is  ? — No,  I  do 
not  think  it  is  much  of  a  reason. 

1180.  If  there  was  a  demand  for  a  smaller  gold  coin, 
half-sovereigns  might  have  been  used  ? — Tes. 

1181.  With  regard  to  the  terms  of  mintage,  there 
is  no  seigniorage  at  the  Royal  Mint,  but  sovereigns  are 
not  given  on  demand  in  return  for  bullion,  are  they  ? — 
No ;  there  is  a  seigniorage  in  time,  but  not  in  money. 

1182.  And  the  mint  rather  discriminates  against 
private  persons  in  the  matter  of  quick  delivery? — 
That  I  did  not  know. 

1183.  It  is  the  case,  anyhow,  that  the  ordinary 
seller  of  bullion  finds  it  worth  while  to  sell  gold  to  the 
Bank  of  England  at  lid.  an  ounce  less  than  the  par 
value  ? — That  is  a  well  known  difference. 

1184.  So  that  there  is  in  effect  a  discount  of  l^d. 
an  ounce  in  England  normally  ? — Tes. 

1185.  Which  corresponds  to  the  seigniorage  which 
is  charged  in  Australia  ? — No. 

1186.  In  amount  ? — It  may  be  in  amount. 

1187.  I  mean  simply  that  the  price  of  sovereigns 
in  terms  of  bullion  is  less  than  the  par  value  by 
lid.  an  ounce,  both  in  Australia  and  in  England  ? 
— I  think  you  are  assuming  that  there  is  immediate 
coinage  in  Australia.  If  it  be  the  fact,  and  I  cannot 
say,  that  besides  actually  imposing  a  charge  of  so 
much  an  ounce  in  Australia  they  keep  the  owner  of 
bullion  waiting  for  60  days,  or  whatever  it  may  be, 
then  the  ratio  between  bullion  and  sovereigns  would 
be  different  in  Australia  from  what  it  is  here. 

1188.  It  might  be  more  than  that  ? — Tes. 

1189.  If  the  mints  in  India  were  to  charge  no 
seigniorage,  and  were  to  grant  quick  delivery,  they 
would  be  giving  more  favourable  terms  than  can 
usually  be  obtained  in  England  ? — Tes. 

1190.  So  that  if  that  were  the  case  it  might  be 
worth  while  for  those  who  wished  to  remit  gold  to 
India  to  send  out  bullion  and  get  it  coined  there 
because  they  could  get  it  coined  more  cheaply  than  in 
England? — Tes. 
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1191.  They  miglit  even  do  that  if  the  sovereigns 
■were  ultimately  intended  for  some  other  destination 
in  the  East  than  India  ? — They  might.  Of  course  the 
saving  on  account  of  the  effective  payment  made  in 
England  which  they  would  avoid  by  sending  their 
bullion  to  India,  would  be  so  small  that  I  should 
scarcely  think  they  would  take  so  much  trouble,  if 
the  destination  of  their  sovereigns  was  some  place 
outside  India.  * 

1192.  If  the  Indian  authorities  were  to  offer  rather 
better  terms  than  are  usually  obtainable  in  England, 
that  would  make  a  great  difference  to  the  likelihood 
of  gold  being  brought  to  them  ?— Quite  so. 

1193.  Do  you  think  it  is  desirable  that  they  should 
get  better  terms  than  are  given  in  England  ? — It  had 
not  struck  me  that  the  matter  was  one  of  great 
importance ;  and  also  I  should  say  that  they  would 
not  get  materially  better  terms. 

1194.  I  was  iiot  askirig  about  the  fact ;  I  was 
asking  whether  you  thought  it  would  be  a  good  thing 
that  they  should.  Tou  sa,y  it  is  not  of  any  signi- 
ficance ? — I  do  not  think  it  is  of  any  significance 
either  in  itself  or  on  account  of  the  difference  in  the 
temis  that  it  is  likely  would  take  place. 

1195.  If  there  was  a  difference  of  Id.  an  ounce,  do 
you  not  think  that  would  make  an  appreciable  differ- 
ence to  the  aipOunt  of  gold  bullion  sent  to  India  for 
coinage  ?^I  do  not  think  so.  I  may  be  wrong,  but  I 
do  not  see  that  there  is  any  great  importance  in  it, 
either  practically  or  theoreticiilly. 

1196.  I  understand  that  you  take  the  view  that 
the  Government  of  India  ought  to  take  a  purely 
passive  part  in'  the  supply  of  currency,  supplying  gold 
and  silver'  according  as  the  public  want  it  ?  ^ — 
Approximately  that  is  my  view ;  I  might  use  a  slightly 
different  adjective. 

1197.  Is  it  possible  for  the  Government  to  take  a 
purely  passive  view"  P  Is  it  not  necessarily  within  their 
discretion  and  power  as  to  whether  it  is  easy  to  get 
gold  in  remote  parts  of  the  country  ?  I  am  thinking 
of  such  circumstances  as  that  of  the  Govei-nment 
giving  facilities  outside  the  law  for  the  encashment  of 
notes  when  it  is  not  inconvenient  to  the  Government. 
In  these  circumstances  it  is  within  the  power  of  the 
Goverment  to  give  facilities  for  the  encashment  of 
notes  into  gold  or  Only  intb  rupees  ? — Tes. 

1198.  So  it  can  make  gold  more  or  less  easily 
obtainable  ?- — In  a  sense  you  are  putting  to  me  the 
questions  that  I  might  have  put  to  you.  Tou  began 
by  using  the  word  "  passive,"  \i-hich  I  did  not  think 
exactly  the  right  word,  but  I  did  not  like  to  contest  it. 
Now  you  a;re  proving,  I  think,  quite  conclusively  that 
it  is  not  exactly  the  right  word,  but  that  the  Govern- 
ment 'necessarily  takes  some  slight  share  in  turning 
the  disposition  of  the  people  into  one  channel  or 
another. 

1199.  Tes  ? — There  I  agree  with  you ;  and  that 
was  at  the  root  of  my  demun-ing  to  your  particular 
adjective — I  think  that  we  are  at  one.  * 

1200.  Similarly  they  can  make  notes  more  or  less 
convenient ;  they  can  be  at  pains  to  make  the  notes 
popular  or  not  ? — Quite  so. 

1201.  Within  these  limits,  do  you  think  that  the 
Government  would  be  wise  to  encourage  the  greater 
use  of  gold  ? — I  think  they  ought  to  proceed  with  as 
much  passiveness  as  is  compatible  with  intelligence. 
Of  course  I,  being  in  a  very  humWe  way  an  academic 
student  of  economics,  like  a  note  oii'culation  better 
than  a  gold  circulation,  which  is  probably  the  case 
with  you ;  but  if  people  in  India  rather  prefer  gold,  or  if 
people  in  the  Punjab,  as  you  know  is  the  case,  rather 
prefer  gold  to  notes,  I  think  the  Government  ought 
not  to  be  at  any  great  pains  to  put  difficulties  in  the 
way  of  their  getting  gold.  I  think  that  the  Govern- 
ment might  be  at  some  pains  to  make  it  easy  for  them 
to  get  notes,  or  even  to  explain  to  them  the  advantage 
of  notes  ;  but  it  is  rather  byway  of  pushing  one  form  of 
currency  than  by  putting  obstacles  in  the  way  of 
getting  another' fbrm  of  currency  that  the  Government 
should  exercise  suet  discretion  aS  it  does  exercise. 

1202.  I  believe  it  is  the  practice  of  the  Govern- 
ment, is  it  not;  to  sell  remittances  at  a  small 
premium  for  remote  parts  of  the  country  ?^^I  do  not 


know  if  it  is  to  remote  parts ;  I  think  it  is  rather  to 
big  trade  centres  up  country. 

1203.  Do  you  think  it  would  be  a  good  thing  ii 
the  Government  made  such  remittances  freely  avail- 
able in  terms  of  gold  ."—I  like  the  idea  of  the  Govern- 
ment saying,  Money  is  money ;  if  you  have  remittance 
due  to  you  we  will  meet  your  convenience  as  far  as 
possible,  but  we  will  not  make  separate  bargains 
regarding  gold  money  or  note  money  or  rupee  money. 
That,  I  think,  is  the  right  position  for  the  Government 
which  has  a  currency  such  as  India  has. 

1204.  I  do  not  clearly  follow  your  position.  Tou 
say  that  the  Government  would  be  right  to  popularise 
a  note  issue  by  making  notes  very  convenient  and  by 
explaining  their  advantages,  but  you  think  it  would 
not  be  right  for  the  Government  to  take  similar  steps 
with  regard  to  gold  ?— I  say  it  would  not  be  right  for 
the  Government  to  place  obstacles  in  the  way  of 
the  Circulation  of  gold. 

1205.  That  is  another  point.  Do  you  think  it 
would  be  unwise  of  them  to  attempt  actively  to 
popularise  gold  in  the  way  in  which  it  would  be  right 
for  them  actively  to  popularise  notes  ?—  I  should  like 
to  minimise' that  distinction.  I  think  I'eally  that  I 
agree  with  you. 

1206.  I  have  expressed  no  opinion?— I  think  I 
agree  with  the'  opinion  that  I  seem  to  read  in  your 
mind;  but  my  agreement,  I  thiak,  largely  comes  from 
the  fact  that  in  respect  of  gold  I  fancy  there  is  a 
considerable  demand  for  it  from  some  parts  of  India, 
and  that  demand  is  so  strong  that  it  needs  no 
encouragement ;  and  that  in  other  parts  of  India  there 
IS  an  indisposition  to  take  it,  and  it  would  be  waste  of 
trouble  to  tiy  to  produce  a  disposition  to  take  it. 
I  think,  in  fact,  if  I  may  summarise  it,  that  the  note 
habit  is  a  much  more  teachable  habit  than  the  gold 
habit.  It  is  much  more,  I  think,  a  matter  that  can 
be  altered  by  education. 

1207.  (Chairman.)  If  you  were  the  Indian  Govern- 
ment you  would,  I  understand,  desire  to  meet  the 
wishes  of  the  people  as  far  as  it  is  conveniently 
possible  ? — Tes. 

1208.  Would  you  prefer  that  they  should  asTs  you 
for  notes,  or  that  they  should  ask  you  for  gold? — 
That  they  should  ask  me  for  notes,  certainly. 

1209.  (Mr.  Keynes.)  I  pass  on  now  to  a  different 
point.  If  20  million  sovereigns  in  addition  to  those 
which  are  used  at  present  were  to  get  intq  circulation 
in  India  in  place  of  notes  or  rupees,  that  would  be  at 
the  expense  either  of  the  gold  standard  reserve  or  of 
the  paper  currency  reteerve? — ^Tes.  That  is  a  very 
brief  statement,  and  I  think  that.it  might  conceivably 
be'mis'dnderstood;  but  I  think  I  agree  with  you  as  you 
put  it. 

1210.  Do  you  think  that  the  effect  of  this' change, 
that  ib  to  say,  of  20' million  more  sovereigns  being  put 
in  circulation  and  a  somewhat  smaller  gold  staindard 
reserve  or  paper  currency  resei-ve  would  be  to  make  the 
Indian  currency  systeni  more  or  less  stable  than  it  now 
is  ?— My  own  view — I  know  it  is  a  very  controverted 
(juestibn — is  thstt  an  addition  to  the  gold  currency '  at 
the  expense  of  the  gold  standard  reserve  would  make 
the  exchange  less  stable.         ' 

1211.  So  that  would  be  a  strong  reason  against 
wishing  the  peot)le  bt  India  to  take  gold  rather  than 
notes  or  rupees  ?— It  would  be  a  strong  reason  if  the 
difference  in  stability  were  considerable.  I  do  not 
think  that  now  or  in  the  immediate  future,  or,  indeed, 
in  the  future  at  all,  there  is  much  instability  in  the 
Indian  currency  system,  and  especially  in  its  foreign 
exchanges  ;  so  that  I  do  not  regard  the  matter  which 

Fu  are  discussing  as  one  of  very  great  importance, 
should  so  regard  it  if  you  had  been  discussing  it 
when  the  gold  standard  resei-ve  was  10  millions  oi* 
15  millions  less  than  it  now  is. 

1212.  I  put  it  in  this  way,  therefote,  that'  when 
joxxt  reserves  are  adequate  to  niee^  all  emergencies 
you  can  then  spend  all   your  resources  on  having"  a 

gold  cuiTency  if  you  like  without  injuring  stability  .P 

We  "have  come  back  to 'that.  I  think,  practically,  I 
said  that  almost  in  those  words  at  a  much  earlier 
period  of  my  examination.  I  forget  iii  answer  to 
whom,  but  I  think  I  did  say  it. 
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1213.  I  pu|  the. point  for  this  reason;  the  main, 
argument  usually  urged  against  a  gold  cuiTency  as 
distinct  from  a  gold  standard  is  that  it  is  uneconomical ; 
and  you  would  accept  that,  I  imagine,  and  so  would 
most  of  the  advocates  of  a  gold  currency  P — ^Yes. 

1214.  But  the  advocates  of  a  gold  currency  go  on 
to  say :  It  may  he  more  expensive,  hut  it  gives  you 
something  which  is  more  stable,  and  is  worth  the  extra 
expense  ? — Tes. 

1215.  I  understand  that  your  opinion  is,  that,  so 
far  from  making  the  position  more  stable,  it  will  make 
it  a  little  less  stable,  but  if  you  had  already  got  good 
reserves  that  would  not  be  a  matter  of  very  much 
moment  ?  —  Tou  have  svimmarised  my  view  with 
complete  accuracy. 

1216.  Therefore  it  would  be  an  uneconomic  thing 
to  do,  and  would  not  assist  stabihty  ? — Yes,  but  it 
would  not  matter' very  much. 

1217.  It  would  not  matter  very  much  if  stability 
was  insured  in  other  ways  ? — Tes,  that  is  so. 

1218.  {Sir  Shapwji  Broaeha.)  There  is  a  great 
sentiment  for  establishing  a  mint  in  India  P — So  it  is 
alleged. 

1219.  And  the  Government  are  willing  to  give  in 
to  that  sentiment  so  far  as  the  Government  of  India 
are  concerned,  according  to  the  ,  correspondence  P — 
Pardod  me ;  if  you  are  setting  up  a  difference  of 
opinion  between  the  Secretary  of.  State  and  the 
Government  of  India,  that  I  do  not  think  exists. 

1220.  They  are  both  the  same,  and  I  did  not  mean 
to  imply  that  there  was  any  difference  at  all  on  that 
point.  Supposing  they  are  willing  to  naeet  that 
sentiment  and  to  have  a  mint  established,  what  gold 
will  go  into  that  mintP  Here  31.  17s.  lO^d.  is  the 
value  of  1  oz.  of  gold,  is  it  not  P — Tes. 

1221.  31.  17s.  lOid.  is  equal  to  934§  pence  or 
annas  ? — Tes. 

1222.  If  you  take  an  ounce  of  gold  in  a  solid  bar  to 
India,  that  ounce  of  gold  will  cost  you  1  per  cent,  fo? 
freight  P — I  take  that  from  you  ;  I  do  not  know. 

1223.  That  would  be  about  9^^.  per  ounce  P — Tes. 

1224.  Suppose  that  gold  is  sent  to  the  mint,  it  will 
cost  an  additional  10  days'  interest,  just  as  it  costs 
here  ? — Tes. 

1225.  That  will  be  equal  to  about  lid.  or  12d.  on 
the  ounce  of  gold  ? — Tes. 

1226.  That  will  only  give  you  923d.  when  the 
sovereign  gives  the  owner  934J(Z.  Therefore,  taking  it 
from  an  economic  point  of  view,  is  it  not  a  waste ,  pf 
money  to  establish  a  mint  ?  Will  you  take  gold  bars 
from  this  country,  send  them  to  the  mint  and  only 
receive  923iZ.  per  ounce,  when  if  you  take  the  ounce  of 
gold  into  India  in  sovereigns  you  would  get  9344^.  ? 
No  merchant  or  banker  would  do  that,  would  he  P — 
I  should  like  to  follow  your  calculations. 

1227.  Taking  the  ounce  in  sovereigns  as  producing 
31.  17s.  lOJd.,  that  ounce  will  cost  you  1  per  cent-  to 
take  it  to  India  ? — That  is  where  I  am  not  sure  that  I 
follow  you. 

1228.  (Chairman..)  Assuming  Sir  Shapurji's  figures 
to  be  correct,  do  you  agree  with  his  conclusion  P — No. 
My  difficulty  is  that  Sir  Shapiirji  seems  to  allow  for  the 
cost  of  freight  on  the  gold  but  not  on  the  sovereigns. 

1229.  {Sir  Shapv/rji  Broaeha.)  Tou  may  take  it 
from  me  that  it  wiU  cost  you  1  per  cent,  to  take  an 
ounce  of  gold  out  there,  and  that  will  be  equal  to  9id. 
on  934<id.,  to  which  you  will  have  to  add  10  days' 
interest  while  it  is  at  the  mint.  As  a  commercial 
transaction  who  will  take  that  ounce  of  gold  in  bars  to 
be  coined  in  India  and  receive  923|d.  instead  of  934^^., 
which  he  would  get  if  he  took  gold  which  was  already 
coined  into  sovereigns  ? — I  see  a  difficulty  there,  but 
I  do  not  wish  to  dwell  much  upon  it. 

1230.  Nobody  would  do  it  as  a  matter  of  sentiment 
and  suffer  that  loss,  would  he  ?— If  you  are  going  to 
charge  your  bullion  with  this  1  per  cent,  for  freight 
and  insurance  you  ought  to  charge  youi-  sovereign 

equally.  -,.      ■ 

1231.  The    price   of    the    sovereign    in    India    is 

16  rupees  P But  ought  you  not  to  assume,  to  make  it 

all  square,  that  the  bullion  is  in  India  too?  Why 
assume  that  the  bullion  is  imported  into  India  for  this 
purpose  and  bears  the  charge  of  1  per  cent.  ? 


1232.  If  I  buy  bullion  and  send  that  bullion  to  the 
mint  to  be  coined,  that  bullion  will  cost  me  15  rupees 
2^  annas  before  I  receive  it  ini  the  shape  of  the 
sovereign ;  who  would  pay  15  rupees  2J  annas  for  a 
sovereign  when  he  can  buy  a  sovereign  for  15  rupees  ? 
— Now,  if  I  may  say  so,  I  think  you  have  put  it  on 
the  right  basis,  because  you  have  eliminated  the 
differences. 

1233.  If  it  would  cost  15  rupees  2i  annas  to  turn. 
bnllion  into  a  sovereign,  while  I  can  buy  a  sovereign 
outside  at  15  I'upees,  commercially  no  one  in  India 
would  send  any  bullion  to  the  mint ;  therefore  from 
which  country  will  bullion  come  to  India  for  coinage  ? — 
I  agree  with  what  is  evidently  in  your  mind.  I  do  not 
think  bullion  would  go  to  India  for  coinage,  and  I  am 
bound  to  say  that  the  Government  of  India  has  held 
that  view. 

1234.  Last  year  31  millions  of  gold  went  to  India, 
19  millions  in  sovereigns  and  12  millions  in  gold  bars. 
Those  gold  bars  would  not  have  gone  to  be  coined 
because  those  gold  bars  would  have  cost  about  13d., 
gold  bars  being  dearer  even  than  bullion ;  therefore 
none  of  that  12  millions  would  have  gone  for  coinage  P 
-^I  agree.  The  view  that  bullion  would  be  converted 
into  sovereigns  to  any  Jarge  extent  has  never  com- 
mended itself  to  me. 

1235.  So  whatever  bullion  comes  to  be  coined  will 
be  either  from  Indian  gold  mines,  or  because  some 
gold  is  brought  out  from  the  hoards  P — ^Tes. 

1236.  I  am  told  that  the  mines  in  India  have  sold 
ahead  to  London  the  gold  bullion,  as  you  can  see  from 
the  Governor-General's  letter  in  1902,  on  page  56 
of  H.O.  49S  of  1913,  when  the  projected  mint  was 
given  up.*  I  am  not  against  a  gold  mint  in  India, 
but  I  say  the  machinery  will  have  to  be  scrapped 
in  five  years.  Do  you  know  that  sovereigns  would 
be  even  cheaper  coming  from  Egypt  and  from 
Australia  in  comparison  with  gold  bullion  coming 
from  London  ?— Tes  ;  that  of  course  is  a  famihar 
fact  to  us.  , 

1237.  Of  course  a  gold  mint  may  be  erected  in 
India  for  the  satisfaction  of  sentiment,  but  I  do  not 
see  where  the  gold  is  coming  from  ? — That  is  my 
difficulty — how  much  business  will  the  gold  mint  do. 

1238.  It  may  be  said  that  India  prefers  gold  in 
10-rupee  pieces,  but  is  there  any  data  for  that  ? — No. 

1239.  But  there  are  plenty  of  data  for  a  sovereign? 
—Tes. 

1240.  The  sovereign  has  been  coming  into  India  not 
merely  since  the  mints  were  closed  but  since  the 
British  Government  has  been  established,  and  they 
have  been  bought  as  cheaper  gold  P — Tes. 

1241.  So  sovereigns  are  more  familiar  than  10-rupee 
pieces.  According  to  what  you  have  placed  before  us, 
out  of  the  19  million  sovei-eigns  which,  went  into  India 
last  year  15  millions  went  into  circulation,  thatis,  into 
the  people's  pockets  ? — Tes, 

1242.  If  four-fifths  of  the  sovereigns  that  you  take 
there  are  taken  by  the  people  how  can  you  compare  it 
in  popularity  with  this  other  coin  ;  there  are  no  data  to 
go  upon,  are  there  ? — No  •  there  is  absolutely  nothing 
to  go  upon,  as  you  say,  except  prediction. 

1243.  Then  comes  the  difficulty  which  the  Chaiiinan 
has  pointed  out  to  you  about  sending  out  gold  for  the 
trade  balance.  If  you  send  out  10-rupee  pieces  in  gold 
they  will  be  taken  at  the  cost  of  bullion,  and  not  at  what 
they  would  cost  to  coin,  so  there  will  be  another  loss 
there  ? — Tes. 

1244.  If  I  take  five  sovereigns  to  the  Continent  I 
have  to  suffer  the  loss  in  exchange  ? — Tes. 

1245.  Then  in  addition  to  that  the  10-rupee  piece 
will  be  a  different  coin  to  any  in  the  whole  Empire.  So 
if  Mr.  Webb  sends  us  a  message  that  the  Kai-achi 
chamber  requires  the  15  rupees  sovereign  and  not  the 
10  rupees  gold  coin,  which  is  the  latest  message,  is  it  in 
any  way  desirable  to  have  the  10-rupee  gold  coin? 
Nobody  knows  about  the  sentiment  in  favour  of  it 
because  it  has  never  been  used,  only  two  or  three 
people  on  the  Legislative  Council  have  said  that  it 
would  be  popular.     How  could  they  make  it  popular 


*  The  relevant  part  of  this  letter  is  quoted  in  paragraph 
3  (t)  of  Appendix  VI,  to  this  Report,  page  213. 
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when  the  sovereign  has  been  popular  to  my  knowledge — 
and  I  am  a  bi'oker  of  49  years'  standing — and  is 
preferred  to  any  other  coin  ? — The  lO-rupee  piece  will 
he  much  cheaper  to  coin. 

1246.  How  do  you  make  that  out? — That  is  an 
important  point.  If  we  bad  a  10-rupee  piece  we  should 
just  tell  certain  operatives  in  the  Bombay  Mint  to  go 
and  coin  it  when  they  were  not  coining  anything  else  ; 
whereas  if  we  had  a  branch  mint  for  the  coinage  of 
sovereigns,  as  you  will  have  seen  from  the  Parliamentai-y 
Paper  (H.C.  495  of  1913),  we  should  have  to  have  a 
sepai"ate  mint  with  a  separate  deputy  mint  master  and  an 
assayer  and  a  deputy-assayer  and  a  chemist,  and  quite  a 
large  number  of  oflScials  who  would  be  doing  very 
likely  no  work  all  the  year  roimd  but  would  be  drawing 
their  salaries  all  the  year  round. 

1247.  I  think  the  gold  coins  will  cost  you 
something  ? — Still,  it  is  one  thing  to  let  the  present 
mint-master  and  deputy  mint-master  and  so  on  be 
responsible  for  a  little  additional  work  in  the  mint ; 
it  is  quite  another  thing  to  let  them  go  on  doing  their 
present  work  and  to  appoint  this  very  large,  expensive, 
and  highly  skilled  additional  staff  to  look  after  the  gold 
mint  in  which  it  is  possible  that  they  would  be  doing 
practically  nothing.  In  any*  case  there  would  be  a 
double  set  of  salaries  and  working  expenses  to  be 
paid. 

1248.  I  think  it  is  said  that  it  would  save  lO.OOOZ., 
but  I  think  ultinuiteiy  it  will  cost  15,000Z.  according 
to  the  Mint  reports  of  .Australia.  It  will  cost  some- 
thing to  make  the  10-rupee  piece.  India  may  save 
about  8.000Z.  or  10,000J.  a  year,  but  I  do  not  think  it 
will  be  very  much,  to  compensate  for  the  extra  trouble 
in  exchange  ? — There  would  be  a  considerable  saving 
in  the  coining  of  the  10-rupee  piece. 

1249.  I  think,  taking  a  country  like  India,  you 
should  put  in  figures  what  would  be  the  saving.  I  say 
a  saving  of  10,000Z.  is  nothing.  Ton  said  that  when 
the  crisis  came  there  were  4^  millions  of  gold  in  India, 
of  which  a  quai-ter  million  went  for  trade  purposes  ajid 
a  quarter  million  for  Kght  sovereigns?  and  the  remaining 
four  millions  disappeared,  so  that  only  a  lakh,  or  about 
7,000i.,  was  left  in  the  currency  for  about  two  years, 
was  it  not  ? — ^I  am  not  quite  sure  that  I  follow  youi* 
last  remark. 

1250.  For  two  or  three  years,  when  the  currency 
balances  came  out,  there  were  IJ  millions  in  the 
London  curreucy  reserve  and  one  lakh  of  gold  in 
India  ? — ^If  you  mean  gold  equivalent  to  a  lakh  of 
mpees,  I  think  you  are  wrong  there.  I  am  pretty 
sure  that  the  holding  of  gold  did  not  go  down  to  so 
small  a  figui-e  as  you  have  mentioned,  though  I  know 
it  did  go  down  very  low. 

1251.  (Mr.  Gillan.)  It  was  something  quite  inap- 
preciable, was  it  not  ? — Tes,  but  it  was  not  so  small 
as  Sir  Shapurji  makes  out.  On  31st  March  1908  there 
were  four  crores  in  gold  ;  on  31st  March  1909  there 
were  only  3^  lakhs  ;  and  in  1910  there  were  9  crores 
3  lakhs. 

1252.  (Sir  Shapurji  Broacha.)  That  4^  millions  did 
not  help  the  ti-ade  balance  in  India  ? — Not  appreciably 
and  directly. 

1253.  Except  the  quarter  million  which  you  allowed 
the  banks  to  take  from  you  for  a  time,  and  there  was 
nothing  left  ? — Tou  must  not  overstate  it. 

1254.  What  you  say  is  that  a  large  demand  for  gold 
in  India  is  better  for  the  support  of  the  balance  of 
trade  or  for  exchange.  My  experience  of  India  is  that 
so  soon  as  the  exchange  goes  down  they  sweep  away 
all  the  gold  that  you  can  give  them  from  the  Currency 
Department  ? — And  keep  it  in  hoards,  do  you  mean  ?     ' 

1255.  They  keep  it;  Gresham's  Law  would  come 
into  operation  at  once  ? — Tes. 

1256.  I  think  permission  has  been  given  to  erect  a 
mint  in  South  Africa,  which  is  the  home  of  gold? 
— I  do  not  think  there  is  a  mint  in  South  Africa ;  but 
Sir  Robert  Chalmers  woidd  probably  know. 

{Sir  Robert  Chalmers.)  There  is  no  mint  there  yet ; 
there  Tised  to  be  a  mint  in  Pretoria  in  other  days. 

1257.  (Sir  Shapurji  Broacha.)  Tou  know  that 
gouth  Africa  is  the  home  of  gold  at  present  .= — That 
i?  so. 


1258.  If  it  were  advantageous  to  them  to  mint 
sovereigns  and  sell  them  they  would  have  had  their 
mint  at  once,  and  it  is  certain  that  this  Government 
would  not  deny  them  ? — That  is  so. 

1259.  Is  it  not  rather  that  India  is  asking  too  much, 
and  asking  for  something  that  will  bring  her  no  gain  ? 
I  know  the  sentiment  is  very  great,  and  I  myself  have 
no  objection  to  a  mint,  but  I  say  it  is  really  uneconomic  ? 
— ^As  far  as  I  can  judge  there  is  in  India  a  feeling  that 
unless  India  has  a  mint  she  will  have  been  hampered. 

(Sir  Shapurji  Broacha.)  I  think  that  feeling  is 
confined  to  a  few  men  who  are  articulate. 

1260.  {Sir  James  Begbie.)  What  measures  have 
been  taken  to  carry  out  the  recommendation  of  the 
Committee  of  1898  that  the  sovereign  should  be  made 
a  current  coin  in  India  ? — Tou  are  familiar,  of  course, 
with  the  legislative  enactment  under  which  the  sovereign 
is  legal  tender,  and  with  the  measures  that  the  Govern- 
ment take  to  give  sovereigns  freely  at  currency  oflB.ces 
and  elsewhere  in  exchange  for  rripees.  I  should  say 
that  that  exhausts  everything  that  is  of  importance. 
I  have  no  doubt  that  often  when  the  Government  has 
a  payment  to  make  it  does  make  it  in  sovereigns  in 
the  hope  that  the  sovereigns  wiU  remain  in  circulation. 

1261.  But  so  far  as  you  know,  there  have  been  no 
special  efforts  made  to  encourage  the  use  of  gold  ? — It 
is  really  difficult  to  say  what  efforts  should  be  made. 
I  think  I  mentioned  in  reply  to  the  Chairman, 
that  for  a  short  time  in  1900  attemptsiwere  made  to 
give  people  sovereigns  when  they  would'Tiave  preferred 
nipees.  That  statement  had  been  made,  and  I  believe 
it  is  not  very  far  wrong.  It  was  found  to  be  a  mistake 
and  ineffective,  because,  naturally,  the  sovereigns  came 
back.  The  present  policy,  which  Mr.  Keynes  calls 
passive,  is,  I  think,  the  only  practical  one. 

1262.  Sovereigns  imported  into  India  are,  as  a  rule, 
tendered  to  the  Government  in  order  that  rupees  or 
notes  may  be  issued  in  exchange ;  is  it  not  the  case 
that  rupees  are  full  legal  tender  ? — Tes. 

1263.  And  the  public  have  been  accustomed  to 
rupees  for  very  many  years  ? — Tes. 

1264.  That  accounts,  does  it  not,  for  the  fact  that 
the  sovereigns  when  imported  are  presented  for  exchange 
either  into  rupees  or  notes  ? — Tes.  I  merely  mentioned 
it  as  showing  that  at  the  present  stage  of  India's 
development  and  the  taste  for  gold,  the  natm-al 
destination  of  sovereigns  imported  into  India  is  in 
the  first  place  to  go  into  the  paper  curreucy  reserve ; 
but  I  realise,  of  coui-se,  that  it  goes  out  again  after- 
wards. 

1265.  If  some  of  them  are  sent  up  into  the  districts 
in  the  interior  of  India  it  is  very  difficult,  is  it  not,  to 
get  them  exchanged  ?  The  only  place,  I  think,  where 
they  can  be  exchanged  at  par  is  at  the  Government 
treasuij,  and  very  often  that  is  some  distance  off,  as 
there  is  only  one  Government  treasury  in  a  large 
district  ?— I  gather  from  the  reports  of  the  Paper 
Currency  Department  that  the  difficulty  of  getting  a 
sovereign  exchanged  without  paying  for  the  exchange 
is  very  slight,  and  that  in  that  respect  a  sovereign  is 
more  convenient  to  a  holder  in  a  country  district  than 
a  note,  because  you  usually  do  have  to  pay  a  trifle  to 
get  a  note  changed,  but  you  do  not  have  to  pay  a  trifle 
to  get  a  sovereign  changed. 

1266.  That  remark  was  made,  I  think,  with  regard 
to  special  districts,  was  it  not  ? — ^I  dare  say.  I  read  it 
a  short  time  ago,  and  I  thought  then  it  was  of  general 
application. 

1267.  Do  you  not  think  a  sovereign  is  a  high  unit  for 
a  gold  coin  in  India  ?— Tes,  and  I  should  say  that  is  one 
of  the  reasons  why  there  is  not  so  much  substance  as 
might  appear  in  the  doctrine  that  India  ought  to 
become  much  more  than  it  is  a  sovereign- using 
country.  I  think  there  has  always  been  that  natural 
limitation  to  the  use  of  the  sovereign  in  India  that  is 
implied  in  what  you  have  said. 

1268.  Do  you  not  think  the  fact  that  sovereigns 
have  been  absorbed  so  largely  in  recent  years  shows 
that  gold  coinage  is  suitable  for  India  .^^Tes,  certainly. 
It  shows  that  people  in  India  are  glad  to  have  gold  in 
India  at  their  disposal. 

1269.  Might  not  a  gold  coin  of  smaller  denomina- 
tion than  a  sovereign  be  reasonably  expected  to  extend 
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the  use  of  goid  amongst  a  more  numerous  class  of 
people? — One  can  never  tell.  In  a  matter  of  this 
sort  what  one  would  like  to  know  is  the  answer  to  the 
question  that  is  always  asked  :  Is  there  a  desire  for  a 
10-rupee  piece  or  other  such  gold  piec'e  in  India  ?  Is 
there  a  popular  widespread  desire  ?  But  then  no  one 
knows  the  answer  to  that  question ;  at  least  I  think  not. 

1270.  I  think  you  made  the  remark  to-day  that  the 
gold  in  circulation  is  of  very  little  use  in  supporting 
exchange ;  but  for  that  purpose  it  is  to  be  preferred, 
is  it  not,  to  token  silver  coins  ? — Yes.  If  token  silver 
coins  are  not  backed  by  either  a  central  Government 
reserve  or  a  banking  reserve,  they  are  of  no  use  what- 
ever for  the  support  of  exchange,  exfsept  of  course  as 
bullion. 

1271.  {Sir  Robert  Chalmers.)  Do  you  really  main- 
tain that  sovereigns  in  waistcoat  pockets  really  are  a 
support  to  exchange  ? — No.  Sir  James  was  putting 
to  me  the  question  whether  I  had  denied  that  they 
were  a  support  to  exchange,  and  I  think  we  have  got  to 
this  point,  that  in  my  view  they  are  a  very  slight 
support  to  exchange,  but  they  are  not  so  useless  for 
the  purpose  as  overvalued  tokens. 

1272.  The  experience  of  1907  would  appear  to  show, 
would  it  not,  that  given  a  fall  in  exchange  you  would 
lose  gold  rather  than  derive  any  support  from  it  for 
exchange  ? — Tes.  That  experience,  so  far  as  the 
export  figui-es  go,  would  appear  to  show  that  about 
6  per  cent,  of  the  gold  that  we  lose  does  serve  to 
support  exchange. 

1273.  Only  6  per  cent.  ?— Yes,  but  the  other  gold 
possessed  by  the  Government  might  have  afforded 
indirect  support.  I  do  not  want  to  go  into  that  unless 
the  members  of  the  Commission  may  desire  ma  to  do 
so,  but  I  think  Sir  James  understands,  just  as  you 
understand,  that  my  general  position  in  the  matter  is 
to  minimise  the  importance  of  the  gold  in  actual 
circulation  for  the  support  of  exchange.  I  think  you 
understood.  Sir  James,  that  I  was  minimising  it  ? 

1274.  (SiV  James  Begbie.)  Yes,  but  I  understood 
also  that  you  rather  favoured  the  extension  of  the 
silver  coinage  ? — No.  Perhaps  you  would  explain  in 
what  connection  ? 

1275.  In  this  connection;  the  great  ti'ouble  in 
Indian  exchange  arises  from  the  fact  that  there  is  such 
an  enoi-mous  volume  of  token  coins  in  circulation? — 
That  is  a  view  which  has  often  been  put  foi-ward,  but 
which  I  find  the  greatest  difficulty  in  acoeptiug.  I 
think  the  connection  between  the  volume  of  token 
coinage  and  the  stability  of  exchange  is  very  remote, 
as  indeed  is  shown  by  the  fact  that  now  at  this  moment 
the  token  coinage  is  of  greater  volume  than  ever  before, 
and  I  think  one  might  almost  say  that  exchange  is 
more  stable  than  it  ever  has  been.  According  to  my 
view,  as  I  tried  to  put  it  in  answer  to  another  member, 
the  stability  of  the  exchange  depends  on  trade  condi- 
tions, and  the  trade  conditions  maybe  affected,  I  admit, 
but  are  slowly  and  indirectly  affected,  if  at  all,  by 
changes  in  the  volume  of  currency. 

1276.  (Sir  Robert  Chalmers.)  Do  you  mean  external 
conditions  ? — I  shotdd  apply  it  both  to  external  and  to 
iniernal  conditions,  but  I  venture  to  say  that  it  has 
more  application  to  external  conditions. 

1277.  (Sir  James  Begbie.)  Of  coui-se  I  quite  under- 
stand that  at  the  present  time  the  quantity  of  popular 
silver  coinage  in  circulation  does  not  affect  the 
question  of  exchange  ;  but  in  a  time  of  unfavourable 
trade  balances,  when  the  balance  of  trade  goes  against 
India,  the  question  of  the  quantity  of  silver  coins 
becomes  a  serious  matter  ? — I  do  not  wish  to  set  up  a 
special  doctrine  of  my  own,  but  I  do  maintain  that  the 
importance  of  the  mere  magnitude  of  the  token 
cun-ency  for  the  purposes  that  you  mention  is 
habitually  exaggerated  even  by  many  authorities  for 
whom  generally  I  have  the  highest  respect. 

1278.  The  question  of  the  half-sovereign  has  been 
mentioned  to-day ;  that  in  India  is  valued  at  7§  rupees, 
as  you  know,  I  think  ? — Yes. 

1279.  Do  you  think  that  that  is  a  suitable  value 
as  a  unit  for  a  gold  coin  ?— Do  you  refer  to  the  fact 
that  it  is  a  broken  sum  ? 

1280.  Yes  P — I  cannot  tell ;  you  know  much  better 
than  I  do. 


1281.  It  is  very  little  used,  as  a  matter  of  fact  ? — It 
may  be  that  the  fact  that  it  is  for  a  fractional  multiple 
of  the  unit  may  be  one  of  the  causes  of  its  not  being 
used ;  I  do  not  know  about  it. 

1282.  The  fact  is  that  it  is  a  very  awkward  unit  of 
value,  and  therefore  it  is  not  so  much  used  ? — I  take 
that  from  you. 

1283.  Another  point  mentioned  to-day  was  the 
question  of  sovereigns  coming  in  from  Australia  or 
Egypt ;  of  course  these  would  come  in  much  cheaper 
than  from  England? — Yes. 

1284.  But  the  quantity  obtainable  in  Australia  and 
Egypt  is  limited? — Yes.  It  varies  enormously  year 
by  year ;  sometimes  Australia  ha«  many  million 
sovereigns  to  part  with,  and  sometimes  very  few. 

1285.  (Mr.  QdUan.)  I  think  there  was  a  discussion 
at  one  time,  was  there  not,  about  the  advisability  of 
importing  half-sovereigns  ? — Yes,  there  was  what  we 
call  in  the  India  Office  a  demi-official  discussion,  I 
think,  between  Sir  James  Meston  and  myself..  At 
that  time  I  think  Sir  James  Meston  was  rather  in 
favour  of  importing  the  half-sovereign ;  I  was  against  it. 

1286.  I  did  not  know  exactly  what  form  the 
discussion  had  taken,  but  on  the  whole  the  conclusion 
was,  was  it  not,  that  there  were  reasons  against  large 
imports  of  half-sovereigns  on  the  ground  that  there 
were  many  light-weight  haK-sovereigns,  and  that  they 
would  lose  more  by  use  in  India  and  so  on  ? — There 
were  those  considerations.  Then  there  was  a  further 
rather  general  consideration  that  on  the  whole  the 
Government  had  better  not  enlai-ge  its  functions  by 
becoming  an  importer  of  gold  coins,  and  that  it  was 
better  that  gold  coins  should  be  imported  by  other 
people.  Then  there  was  another  consideration  which 
may  sound  unpractical,  but  really  I  think  it  is  very 
practical.  It  was  suggested  at  first  that  it  would  be 
worth  trying  the  experiment  to  see  what  became  of 
half  a  miUion  or  a  million  half-sovereigns  if  they  were 
iijaported  into  India.  I  felt  very  strongly  when  I  took 
part  in  this  demi-official  discussion  that  it  was  no  good 
trying  the  experiment  unless  you  could  judge  the 
results.  If  at  the  beginning  of  a  year  you  put  a 
certain  number  of  half-sovereigns  into  India,  there  is 
no  reasonable  chance  of  your  being  able  to  find  out  at 
the  end  of  the  year  what  had  become  of  them.  It  is 
a  subject  on  which  inquiry  of  any  value  could  scarcely 
be  made.  Finally,  I  may  mention  this,  in  case  you 
are  interested  in  it.  We  got  some  of  the  exchange 
banks  which  import  British  gold  coins  to  undertake  to 
import  some  half-sovereigns  as  well  as  sovereigns — 
hitherto  they  had  imported  boxes  of  sovereigns.  I 
think  they  have  imported  haK-sovereigns,  but  I 
have  read  somewhere,  I  forget  where,  they  are  not 
popular. 

1287.  I  take  it  that  the  imports  of  half-sovereigns 
into  India  in  any  case  have  been  exceedingly  small  ? — 
Yes,  but  they  probably  have  been  growing. 

1288.  Have  you  any  figures  to  show  how  many  half- 
sovereigns  have  been  available  in  India,  supposing  the 
people  wanted  them? — No.  The  trade  figures  show 
the  British  gold  coins,  sovereigns  and  half-sovereigns, 
mixed  up. 

1289.  I  only  asked  that  because  an  inference  was 
based  on  it  regarding  the  popularity  of  the  half- 
sovereign,  and  I  did  not  know  to  what  extent  they 
actually  are  available  ? — I  cannot  say. 

1290.  About  the  attitude  to  be  taken  by  Government 
with  respect  to  different  forms  of  currency ;  I  think  it 
was  perhaps  suggested  that  there  was  some  difference 
in  respect  of  gold  and  gold  currency  notes  ?— That 
is  so. 

1291.  The  position  is,  is  it  not,  that  these  currency 
notes  are  encashable  only  at  about  half  a  dozen  centres 
in  England  ? — At  eight,  I  think. 

1292.,  At  other  centres  they  are  naturally  liable  at 
any  time  to  go  to  a  discount  ? — Yes. 

1293.  And  any  action  that  Government  could  take 
would  be  in  the  direction  of  making  them  encashable 
at  moi'e  places  ? — Yes. 

1294.  Would  that  not  be  somewhat  in  the  natui-e  of 
removing  an  obstacle  in  the  use  of  currencv  notes  ? — 
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1295.  Rather  than  du-ectly  encouraging  them,  so  to 
speak  ? — If  Mr.  Keynes  were  arguing  it  with  you,  he 
would  say  that  it  is  equally  possible  either  to  give  or 
to  withhold  facilities  for  the  changing  of  sovereigns  into 
mpees. 

1296.  May  I  put  it  in  that  way — ^that  this  would 
be  removing  an  obstacle  and  putting  the  note  on  an 
equality  in  the  matter  of  discount  with  the  sovereign  ? 
— No.  It  would  be  giving  the  note  an  advantage.  '  The 
sovereign  is  encashable — that  is  to  say,  you  can  get 
rapees  for  sovereigns  at  about  three  places  in  India. 
What  the  Government  does  is,  I  think,  to  push  the 
note  a  little  more  than  it  pushes  the  sovereign ;  it  gives 
the  legal  right  to  encashment  of  the  note  at  about 
eight  places,  but  the  legal  right  to  encashment  of  the 
sovereign  into  rupees  is  given  at  a  smaller  number  of 
places. 

1297.  As  a  matter  of  fact,  the  sovereign  is  encash- 
able into  mpees  anywhere,  is  it  not? — Not  by  the 
action  of  the  Government. 

1298.  No,  but  it  carries  its  value  with  it  ? — Quite  so. 

1299.  "With  regard  to  the  gold  mint,  the  subject 
was  dealt  with  at  considerable  length,  was  it  not,  in  the 
last  financial  statement  of  the  Government  of  India  ? — 
Yes. 

1300.  And  the  reasons  why  the  Government  of 
India  recommended  it  were  given  there  by  Sir  Guy 
Fleetwood  Wilson .' — Yes. 

1301.  That  is  the  last  expression  of  opinion  of  the 
Government  of  India  on  the  subject  ? — Yes. 

1302.  (Chairman.)  Will  you  hand  in  that  financial 
statement  of  the  Indian  Government,  so  that  we  may 
have  theii"  latest  expression  of  opinion  P — I  will  hand 
in  a  copy  of  what  Sir  Guy  Fleetwood  Wilson  said.* 

1303.  (Mr.  Oillan.)  I  take  it  that  your  general 
position  is  that  in  the  matter  of  gold  it  is  better  to 
increase  oiu-  resei-ves  than  the  gold  circulation  ? — 
Yes  ;  but  I  would  not  want  the  increase  in  the  gold 
circulation  to  be  stopped  until  the  reserve  had  reached 
the  particular  sum.  , 

1304.  No,  but  that  is  your  general  tendency  ? — ;^Yes. 

1305.  In  this  despatch  No.  59,  which  the  Govern- 
ment of  India  sent  home  on  the  gold  mint,  it  is  stated 
in  paiagraph  23  (see  page  62  of  H.C.  495  of  ^  1913) 
that  they  look  forward  to  the  effect  of  the  establish- 
ment of  the  mint  being  "  to  swell  the  volume  of 
"  sovereigns  in  the  hands  of  the  people  and  increase 
"  their  active  ch-culation.  Of  the  advantages  of  such 
"  an  increase  in  the  circulatipn  we  have  already 
"  spoken.  It  diminishes  the  pressure  on  the  Goverli- 
"  ment  of  India  for  the  coinage  of  silver.  It  keeps 
"  down  the  heavy  responsibility  that  rests  on  them 
"  for  the  convertibility  of  the  rupee,  and  thus  sim- 
"  plifies  the  problems  of  exchange."  That,  I  take 
it,  you  do  not  agree  is  an  objection  to  establishing  the 
mint  ? — I  do  not  think  it  has  very  much  force  in  it ; 
I  will  not  say  there  is  no  force  in  it,  but  I  am  not  very 
much  impressed  by  the  argument,  I  think. 

1306.  As  regards  the  sentiment  which  has  been 
expressed  in  favour  of  the  gold  mint,  it  is  perhaps 
rather  illusive,  but  I  want  to  know  exactly  what  you 
think  of  it.  Suppose  it  is  put  in  this  way,  that  India 
is  a  vei-y  big  country,  that  it  has  already  very  large 
financial  interests  and  eommei'cial  interests,  that  in 
India  both  gold  and  silver  are  established  as  legal- 
tender  coins,  that  you  may  at  any  time  have  a  flow  of 
gold  from  coinage  to  bullion,  but  at  present  thei-e  is  no 
facility  for  the  counter-flow  of  gold  from  bullion  into 
coin,  and  that  considering  the  largeness  of  Indian 
interests,  some  facilities  of  that  kind  should  be 
established  on  the  spot.  Putting  it  on  those  general 
lines,  what  would  you  say  to  that  sentiment,  as  you 
call  it,  or  feeling  ? — I  can  understand  that  that  line  of 
argument  which  you  have  developed  would  appear 
convincing  to  some.  I  do  not  think  that  the 
coiTectness  of  your  argument  has  much  to  do  with  the 
existence  or  non-existence  of  the  sentiment,  which, 
being  a  sentiment,  would  have  little  to  do  with  any 
reasoning  process.     Taking  the  argument  which  you 

'  Notprinted.  -Sfeepi).  16andl7of"  East  India-Financial 
Statement  and  Budget,  1913-4  "  (H.C.  130  of  1913). 


ai-e  developing  as  a  mere  reasoning,  I  should  aaj  ^t 
whether  it  is  conclusive  or  not  depends  on  ones  view 
as  to  the  fa^ts.  I  think  aU  the  facts  seem  to  indicate 
that  the  people  who  have  gold  bullion  m  India  have  it 
because  they  want  it  in  that  form  as  is  suggested  in 
paragraph  2  of  Lord  Crewe's  despatch  of  the  ISth 
October  1912.*  I  see  nothing  to  support  the  view 
that  if  they  had  the  opportunity  of  getting  it  corned 
they  would  have  it  coined  in  any  large  quantity. 
If  a  sentiment  such  as  has  been  alleged  really 
exists  and  is  widely  spread,  I  do  not  thmk  it  rests 
on  that  logical  foundation.  It  probably  rests  on  th.e 
feeling  that  it  is  a  fine  thing  for  the  inha-bitants 
of  a  particular  country  to  handle  the  com  which  was 
minted  at  the  mint  of  that  particular  countEf^ 
Sfou  remember  probably  that  the  issue  of  coins  is 
one  of  the  attributes  of  sovereignty,  and  possibly 
an  Indian  would  feel  proud  that  his  country  shotdd 
do  the  issuing  of  coins  in  the  most  noble  of  metak. 
I  should  think  that  that,  which  in  me  personally 
would  not  call  forth  much  sentiment,  probably  is  at  the 
bottom  of  the  sentiment  rather  than  the  good  reasons 
which  you  have  given.  t-     i 

1307.  Suppose  you  put  it  on  more  purely  political 
ground';  suppose  a  sentiment  of  this  kind  among  what 
Sfa-  Shapurji  has  called  the  articulate  Indian  public, 
and  that  they  feel  that  if  any  one  of  the'  seK-goveniing 
Oolonies,  we  will  say,  had  asked  for  a  mint  it  would 
have  been  given  it  as  a  matter  of  course,  and  that 
something  is  refused  to  India  which  -would  have  been 
given  in  the  other  case,  do  you  think  that  is  a 
sentiment  which,  we  will  say,  ought  to  be  humoured  ? 
^Yes,  I  think  that  one  has  to  recognise  a  sentiment 
of  that  sort.  But  then  I  look  ahead,  and  think  what 
Will  be  the' position  of  the  sentimentalist,  if  I  may  use 
that  word  in  the  non-disparaging 'sense,  if  the  mint 
is  opened  and  costs,  say,  several  thousands  a  year, 
and  in  the  first  year  it  coins,  say,  15,000  sovereigns 
and  in  the  second  'year  10,000  sovereigns  and  so  on 
untD.  a  Sovereign  and  more  is  spent  oil  corning  a 
sovereign,  and  if  after  some  years  of'  that  the  mint, 
as  Sir  Shapurji  says,  is  scr&,pped  because  it  is  so 
ridiculous  to  have  an  expensive  mint  which  does  no 
business ;  I  think  you  will  probably  be,  I  was  going  to 
sayi  outraging,  injuring,  and  wonnding  the  sentiment  of 
the  classes-  that  are  spoken  of,  more  than  they  would 
be  wounded  by  the  refusal  of  the  mint  now. 

1308.  Now  about  the  amount  of  gold  that  is  likely 
to  come  to  the  mint.  Take  what  happens  in  a  bad 
time  ai  scarcity  -with  an  unfavourable  exchange  ;  it  is 
the  sovereign  which  is  valued  at  a  premium,  is  it 
not  ? — Yes. 

1309.  It  is  worth  perhaps  15  rupees  2  annas, 
or  15  rupees  4  annas  ?— Yes. 

1310.  There  is  no  likelihood  of  a  sovereign  then 
coming  out,  or  of  anyone  bringing  gold  to  the  mint  .to 
be  coined  ?— That  is  so. 

1311.  So  it  is  not  in  those  unfavourable  seasons 
that  we  can  expect  any  coining  to  be  done  ? — That  is 
very  true. 

1312.  Take  the  contrary  case  in  which  you  have  got 
a  strong  exchange,  and  when  there  is  a  very  strong 
demand  for  cuiTency ;  at  that  time  the  chief  demand  is 
not  for  gold — for  sovereigns — but  for  silver  cun-ency, 
is  it  not? — Yes,  that  is  so. 

1313.  At  that  time  it  costs  more  than  15  rupees  to 
land  a  sovereign  in  Bombay  ? — Yies. 

1314.  That  is  shown,  is  it  not,  by  the  fact  that  the 
exchange  banks  do,  in  point  of  fact,  import  a  great 
number  of  sovereigns  from  abroad  ? — Yes. 

1315.  At  the  same  time  you  have  got  a  large 
quantity  of  buUioh  in  the  country  ?— Yes. 

1316.  Is  it  not  at  least  conceivable  that  when  the 
demand  is  for  cun-ency  some  of  the  bullion  would 
come  out  of  the  hoards  held  in  the  country  and  be 
presented  at  the  mint  ? — Yes.  Now  we  have  got  away 
temporarily  from  the  question  of  sentiment  and  have 
got  back  to  the  question  of  the  convenience  of  the 
Government  and  of  the  commercial  public.  May  I  say, 
without  appearing  as  though  I  were  trying  to  be  in  any 
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way  epigrammftio,  that  what  you  have  put  is  that  the 
opening  of  a  gold  mint  would  pi-obably  have  the  efEect 
not  of  giving  India  sovereigns  when  she  might  be 
calling  for  them,  but  of  giving  her  sovereigns  just 
at  the  moment  when  she  is  extremely  likely  to  be 
embarrassed  by  haying  too  many  of  them  ;  because  the 
time  you  are  speaking  of  is  a  time  of  a  great  inflow  of 
sovereigns  imported  by  the  exchange  banks,  and  India 
is  rather  embarrassed,  and  the  Government  is  rather 
embarrassed,  by  having  to  receive  too  many  sovereigns 
and  give  out  in  exchange  for  them  too  many  rupees. 

1317.  That  is  not  precisely  my  point.  There  is  a 
great  demand  for  sovereigns  in  order  to  unlock  the 
silver  mints  and  get  out  the  rupees,  and  the  business 
is  run  upon  a  very  fine  margin.  These  exchange  banks 
are  always  looking  about  for  a  place  where  they  can 
get  these  means  of  unlocking  the  mints  most  cheaply ; 
and  it  might  happen  tha,t  the  cheapest  method  to  them 
would  be,  instead  of  importing  sovereigns,  to  get  the 
bullion  which  is  in  the  country  and  have  it  minted  ? — 
It  might  be,  but  I  see  no  special  reason  for  supposing 
it  would  be.  There  are  very  great  advantages  which 
they  enjoy  at  certain  periods  of  the  year  in  the 
Austi-aJian  exchanges  which  compensate  them  .for  the 
cost  of  sending  sovereigns  from  Austiulia  to  India, 
and  which  are  nearly  equal  to  the  cost  of  freight  and 
insurance.  I  should  have  thought  that  it  is  very 
doubtful  whether  they  would  find  it  advantageous  to 
an  appreciable  extent  to  get  their  gold  currency  in 
that  way. 

1318.  Are  we  quite  justified  in  prejudging  that 
question  ? — No,  but  if  tluit  were  to  a  great  extent  the 
business  foundation  of  a  scheme  for  setting  up  a  gold 
mint  at  an  appreciable  annual  cost,  it  would  be  a  rather 
slight  foundation.  I  wiU  not  go  further  than  that, 
but  I  think  up  to  that  point  I  can  properly  gp. 

1319.  (Mr.  Keynes.)  Is  this  your  position,  that  on 
the  kind  of  occasion  which  Mr.  Grillan  is  thinking  of, 


the  people  would  not  be  wanting  to  buy  sovereigns,  but 
they  would  be  wanting  rather  to  sell  theirgold  ? — At  first 
I  dealt  with  Mr.  Gillan's  question  on  that  point,  but  now 
I  see  that  what  he  is  putting  to  me  is  this  :  the  exchange 
bank  would  have  two  sources  of  supply — -Australia 
and  the  possessor  of  gold  bullion  in  India — and  he  is 
asking  whether  I  thmk  that  the  cheaper  source  of 
supply  would  not  be  the  latter.  My  answer  is  that  it 
might  be,  but  there  is  much  uncertainty  about  it. 

1320.  That  is  the  same  point,  is  it  not ;  it  would  be 
meeting, the  convenience  of  the  people  in  India  who 
wanted  to  sell  gold  ? — Yes. 

1321.  (Mr.  Gillan.)  It  is  the  case,  supposing  a 
special  Indian  coin  were  adopted,  that  the  cost  of 
running  this  gold  mint  would  be  very  small  ? — Yes, 
that  is  so. 

1322.  I  do  not  know  if  you  have  got  in  your  mind 
any  other  disadvantage  against  the  gold,  mint  than 
those  we  have  been  discussing  ? — No.  I  think  the 
only  things  against  it  are,  first,  that  if  it  were  for 
sovereigns  it  would  be  comparatively  costly,  and 
secondly,  that  it  might  by  its  failm-e  to  attract  a  large 
amount  of  gold  for  coinage,  wound  that  very  sentiment 
that  it  is  intended  to  please. 

1323.  Putting  aside  that  sentiment,  the  suggestion 
of  this  new  coin,  if  it  were  adopted,  would  enable  the 
bullion  in  India  to  be  coined  at  a  small  expense  ? — Yes, 
certainly. 

,  1324.  (Sir  Robert  Chalmers.)  Would  it  not  he 
cheaper  to  have  bullion  tendered  without  its  going 
through  the  mint  ? — It  was  the  practice  formerly 
that  the  Government  of  India  received  bullion,  but 
they  rescinded  the  notification  under  which  they 
received  it,  and  I  think  they  were  faii-ly  well  jijstified 
in  doing  so,  because  it  was  rather  a  nuisance  for 
Government  to  have  to  receive  gold  bullion  in  exchange 
for  rvipees,  and  not  to  have  any  means  of  dealing  with 
bullion  except  either  selling  it  or  sending  it  home 
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Mr.  P.  W.  Nbwmabch  called  and  examined. 


1325.  Chairman.)  You  are  Financial  Secretai-y  to 
the  India  Office,  .1  think  ?— I  am. 

1326.  How  long  have  you  held  that  position.'— I 
have  held  that  position  since  1911 ;  before  that  I  was 
Assistant  Financial  Secretary  since  1902 ;  and  before 
that  I  was  in  the  Military  Depai-tment.  I  have  been  in 
the  Finance  Department  since  July  1902,  with  the 
exception  of  a  yeiy  short  interval  when  I  was  Secretary 
in  the  Public  "VVorks  Depai-tment. 

1327.  I  understand  that  you  ai-e  prepai-ed  to  give 
evidence  on  two  subjects  with  which  we  are.  concerned, 
namely,  on  the  question  of  the  sale  of  Council  bills  and 
telegraphic  transfers,  and  on  that  of  the  paper  cm-rency 
reserve  ? — Yes. 

1328.  Do  you  propose  to  offer  evidence  on  any  other 
points  ? — I  have  no  desire  to  offer  evidence  on  the  other 


svibjects  within  your  reference.     I  think  you  wiU  have 
very  full  evidence  on  those  from  other  witnesses. 

1329.  You  have  prepared  have  you  not,  memoi-anda 
ou  those  two  subjects,  which  we  have  before  us  y 
—Yes. 

1330.  Those  I  pi-opose  to  take  as  pai-t  of  your 
evidence  and  to  print  with  our  proceedings.  (See 
Appendices  VII.  and  Vin.)  Taking  fii-st  the  paper 
relating  to  Council  bills  and  transfers,  the  sale  of  these 
dates  back  I  see  to  the  time  of  the  East  India  Com- 
pany?— Yes. 

1331.  Is  the  practice  of  selling  biUs  and  transfei-s 
in  excess  of  the  actual  immediate  needs  of  the  India 
Office,  equally  old? — I  can  find  an  instance  in  the 
year  1863-4.  In  that  year  the  actual  drawings 
exceeded  the  Budget  estimate  of  them,  and  also  of  the 
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home  chai'ges,  by  more  than  3J  miUions,  or  more  than 
65  per  cent.  Commenting  on  this  in  the  Financial 
Statement  of  the  Government  of  India,  Sir  Charles 
Trevelyan,  Finance  Member,  said,  "  The  sale  of  the 
"  Secretary  of  State's  bills  has  given  great  relief  to 
"  trade  by  obviating  the  necessity  for  the  remittance 
"of  an  equal  amount  of  bullion  from  England." 
There  are  not  very  many  years  about  that  period  in 
which  the  drawings  largely  exceeded  the  Budget 
estimate.  In  the  period  1872-3  to  1898-9,  sales 
were  very  much  affected  by  the  decline  in  exchange, 
and  the  Secretary  of  State  had  many  times  a  diflSculty 
in  dr,-.wing,  or  was  unable  to  draw,  the  whole  amount 
for  which  he  had  budgeted.  But  in  the  two  years 
1881-2  and  1883-4,  the  estimates  were  exceeded. 
In  the  iirst  year  the  home  charges  were  14,325,600Z., 
the  Budget  estimate  of  the  dravrings  17,200,000?., 
and  the  actual  drawings,  18,412,429Z.  In  1883-4  the 
home  charges  were  13,911,800?.,  the  Budget  estimate 
of  drawings  16,300,000?.,  and  the  actual  drawings 
17,599,805?.  There  were  not  many  other  years 
about  that  time  in  which  the  drawings  exceeded 
the  estimate,  because  the  great  fall  in  exchange 
rendered  it  impossible.  Then  we  come  to  the  year 
1898-9,  when  I  find  a  Minute  by  Sir  James  Westland, 
who  was  then  Finance  Member  to  the  Government  of 
India,  which  was  laid  before  the  Fowler  Committee, 
and  perhaps  I  might  read  you  a  passage  from  it.  He 
said,  "  The  distribution  of  Council  bills  over  the  twelve 
"  months  remains  entirely  in  the  hands  of  the  Secre- 
"  tary  of  State;  we  in  India  give  him  from  time  to 
"  time  our  recommendations,  and  especially  advice 
"  as  to  the  amount  we  can  make  available  for  his 
"  drawings  ;  but  as  the  primary  object  of  the  Council 
"  biUs  is  to  place  him  in  funds  for  the  expenditure 
"  which  he  has  to  undertake,  we  leave  it  to  him  to 
"  consider  when  drawings  may  be  eased  off  for  want 
"  of  commercial  demand,  or  increased  to  meet 
"  commercial  demand.  At  the  same  time  we  are 
"  quite  aware  that  the  policy  of  the  Secretary  of 
"  State  in  the  matter  is  the  same  as  our  own,  that  is, 
"  to  draw  during  the  12  months  as  much  as  we  can 
'■  meet."  Since  that  time  we  find  frequent  references 
to  the  same  point.  Perhaps  I  might  quote  you  one 
passage  if  you  will  allow  me,  from  the  Financial 
Statement  for  1906-7  :  "  The  drawings  of  the  Secretary 
"  of  State  have  largely  increased  during  the  past  three 
"  years,  the  average  sales  from  1903-4  to  1905-6 
"  having  been  26,620,000?.  against  an  average  of 
"  17,620,000?.  during  the  previous  five  years.  This 
"  increase  does  not  correspond  to  any  equivalent 
"  expansion  of  the  Secretary  of  State's  requirements 
"  on  revenue  account  (which  constitute  the  home 
"  charges  proper)  though  there  has  been  some  growth 
"  of  the  latter  also.  It  is  due  primarily  to  the  great 
"  demand  for  remittance  to  finance  the  export  ti-ade 
"  of  India  which  has  developed  very  largely  of  late. 
"  .  .  .  .  The  policy  of  Government  has  been  to 
"  sell  Council  drafts  freely  so  as  to  supply  the  trade 
'•  demand  to  the  fullest  extent  up  to  the  limit  of  our 
"  capacity  to  meet  them."  One  can  find  many  passages 
like  that  embodying  the  same  policy. 

1332.  Ton  would  agree,  I  suppose,  that  it  is 
unusual  for  any  Government  to  do  business  of  that 
kind  ? — I  suppose  it  is  imusual.  The  practice  has 
existed  for  over  50  years.  I  think  what  we  are  doing 
is  very  similar  to  what,  in  the  same  direction,  an 
English  company  doing  business  in  India  does  ;  it  has 
to  draw  its  profits  home,  and  it  just  deals  with  exchange 
to  the  extent  that  it  seeks  for  the  best  opportunity 
and  the  best  rate  it  can  get  in  the  year  for  drawing  its 
funds  home. 

1333.  In  the  passage  which  you  have  just  read,  the 
writer,  I  think,  spoke  of  drawing  in  excess  of  the 
current  demands  of  the  Secretary  of  State  for  revenue  ? 
—Yes. 

1334.  The  distinction  between  his  demands  for 
revenue  purposes,  that  is,  for  the  current  expenditure 
of  the  year,  and  for  capital  purposes,  is  important  ? — 
Cei-tainly. 

1335.  Does,  he  di-aw  in  excess  of  his  demands  foi- 
both  current  expenditure  and  capital  purposes  P — I 
think  so,  certainly.     I  think  one  might  put  it  this  way 


—that  when  any  coimtiy  has  any  surplus  of  revenue 
over  expenditure,  such  a  surplus  is  properly  applicable 
either  to  the  reduction  of  debt  or  the  reduction  of 
borrowing.  India  is  a  regular  borrower,  and  she  must 
boiTOw  every  year  for  public  works.  It  can  only  be  a 
question  in  India's  case,  not  of  actually  reducing  debt, 
but  of  reducing  boiTowing.  The  borrowing  has  to  be 
done  mainly  in  this  counti-y,  and  therefore  the  surplus 
revenues  which  are  available,  must,  I  think,  be  remitted 
to  this  country  for  that  purpose. 

1336.  My  question  to  you  was  whether  he  sold  in 
excess  of  his  requirements,  both  on  revenue  account 
and  on  capital  account  ? — He  may  in  any  one  particular 
year.  I  think  the  recognised  principle  is  really  this — 
that  there  is  a  certain  standard  balance  with  which  the 
Government  of  India  think  that  they  ought  to  close 
the  yeai-,  which  is  put  at  about  12  milhons  or 
12i  millions,  and  if  they  see  their  way  to  finishing  the 
year  with  a  larger  balance,  then  it  is  considered  right 
that  those  balances  should  be  drawn  home  to  this 
country  if  the  state  of  exchange  permits  of  their  being 
drawn  home  profitably,  although  they  may  not  be 
required  in  that  particular  financial  year  for  either 
revenue  or  capital  purposes.  It  is  so  much  ready  in 
advance,  and  if  the  exchange  is  favourable,  we  can  get 
it  home  one  year  in  anticipation  of  the  needs  of  the  next 
year ;  then  we  have  so  much  less  to  draw  in  the  next  year, 
and  the  less  danger  of  a,  drop  in  exchange  by  overselling. 

1337.  The  governing  factor  being  really  that  the 
Indian  Government  is  a  continual  bon-ower  in  London  ? 
— Tes,  we  have  to  borrow  in  London,  and  we  have  to 
incur  the  major  part  of  our  capital  expenditure,  that  is 
to  say,  on  railways,  rolling  stock,  and  all  that  kind  of 
thing,  in  England.  If  India  could  produce  its  own 
rolling  stock,  its  steel  rails  and  so  on,  as  I  hope  it  will 
do  some  day,  to  a  much  larger  extent,  then  the  balances 
would  not  need  to  be  remitted  home,  but  they  could  be 
used  in  India  for  capital  expenditure  thei-e. 

1338.  Wherever  you  can,  you  do  deal  in  India  now 
in  preference  to  borrowing  on  this  side,  do  you  not  ? — 
India  borrows  on  a  small  scale :  for  instance,  she 
seldom  borrows  more  than  three  crores  in  a  year,  but 
she  is  able  to  boiTow  those  three  crores  on  much  more 
favourable  terms  than  we  could  boiTOw  here. 

1339.  Why  then  does  she  not  bon-ow  more  there  ? 
— I  think  that  is  a  question  for  consideration,  and  I 
may  say  it  is  one  which  the  Secretary  of  State  has 
brought  to  the  attention  of  the  Government*  of 
India  recently.  At  the  same  time  ]  think  the  Indian 
market  is  narrow,  and  that  it  would  not  admit  of  the 
borrowings  in  India  being  vei-y  largely  increased. 

1340.  Just  give  me  the  reason  for  that  last  observa- 
tion of  youi-s— that  it  would  not  admit  of  the  borrowings 
in  India  being  largely  increased.  Is  that  because  the 
charges  for  which  you  borrow  have  to  be  met  on  this 
side,  or  because,  in  your  opinion  the  amount  of  money 
that  would  be  lent  in  India  is  inconsiderable  ? — I  meant 
that  the  amount  of  money  available  for  investment  is 
limited.  I  think  India  can  meet  a  three  crore  loan,  that 
is  to  say,  two  millions,  very  easily,  and  possibly  a  four 
crore  loan  might  be  laised  easily;  but  if  you  tried  to 
raise  the  boiTowings  in  India  to  any  veiy  "large  scale, 
you  would  damage  the  rate  at  which  the  bon-owing 
could  be  done. 

1341.  When  selling  Coimcil  bills  and  transfers  how 
do  you  determine  the  minimum  rate  for  any  given 
week?  —  There  is  one  absolute  minimum,  which  is 
Is.  3||d. ;  that  is  considered  to  be  the  gold  point,  and 
the  Secretary  of  State  rigorously  stops  at  that  point 
and  does  not  sell  his  bills  below  that.  When  you  come 
to  any  minimum  short  of  that,  I  should  say  it  is  a 
matter  of  discretion,  and  it  is  determined  by  the  con- 
ditions of  the  time,  whether  the  Secretary  of  State's 
demand  for  money  from  India  is  a  very  urgent  one 
01'  not  a  very  urgent  one ;  and  also  I  think  some  con- 
sideration has  to  be  given  to  the  deamess  or  cheapness 
of  money  in  India ;  for  instance,  if  the  bank  rates  in 
India  are  very  high  I  think  that  is  rather  a  reason  for 
selling  more  freely,  even  if  the  rate  of  exchange  is  not 
very  good,  than  we  would  otherwise  do. 

1342.  When  you  have  sold  the  amount  which  you 
have  offered  for  sale  on  a  particular  Wednesday,  what 
is  your   reason  for   selling   intermediate   biUs  in  the 
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course  of  the  week  following  p — ^We  charge  a  somewhat 
higher  price  for  «hem.  "We  ofEer  to  sell  intermediates 
at  ^d.  higher  than  the  rate  at  which  we  sold  the  bills 
on  the  "Wednesday,  or,  at  any  raite,  at  which  we  sold 
part  of  the  bills  on  the  Wednesday,  so  that  we  get  a 
little  extra  profit  in  that  way.  I  think  from  the  point 
of  Tiew  of  the  public  these  intermediates  are  a  very 
g"reat  convenience,  because  a  great  deal  may  happen 
between  one  "Wednesday  and  another.  A  sudden 
demand  may  spring  up  in  India  for  money,  and  a 
great  amount  of  money  can  be  remitted  to  India  by 
telegraphic  transfers,  say,  between  one  "Wednesday 
and  another.  That  is  a  very  valuable  convenience, 
especially  when  our  rate  is  at  its  maximum.  Then 
there  is  the  other  consideration,  that  if  they  apply 
for  an  intermediate,  or  a  special,  as  we  call  it,  they 
are  sure  of  getting  the  whole  amount  they  apply  for, 
so  long  as  the  Secretary  of  State  has  not  sold  up  to  the 
limit  up  to  which  he  means  to  sell  intermediates — for  he 
has  a  limit,  although  that  is  not  definitely  aimonnced. 

1343.  He  does  not  bind  himself  then  to  sell  an 
indefinite  amount  ? — No,  except  when  the  rate  gets 
to  its  maximum,  and  then  he  sells  without  limit.  In 
this  way  I  say  it  is  a  convenience,  because  the  buyer 
of  a  bUl  can  be  sure  of  getting  a  certain  amount 
instead  of  getting,  perhaps,  only  half  of  what  he 
applied  for,  or  a  tenth,  or  something  like  that. 

1344.  Does  that  not  have  a  tendency  to  keep  down 
the  tender's  on  the  regular  "Wednesdays  ? — No,  I  think 
not,  because  we  always  charge,  as  I  say,  -g-^d.  more  for 
these  intermediates  than  we  have  done  on  the  previous 
"Wednesday. 

1345.  Supposing  a  man  knew  that  if  he  did  not 
get  the  bills  on  "Wednesday  he  would  not  have  another 
chance  till  the  following  "Wednesday,  would  that  not 
induce  him  to  put  in  a  higher  tender  than  he  puts  in 
now  when  he  knows  that  he  can  always  get  the  full 
amount  he  wants  within  ^^d.  of  the  rate  at  which  they 
were  allotted  on  the  particular  "Wednesday  ? — It  is  a 
good  price  for  the  certainty,  I  thiuk,  and  it  is  a  great 
convenience  to  the  market.  I  do  not  think  it  affects 
the  demand  on  the  following  "Wednesday. 

1346.  I  understand  that  all  the  sales  are  approved 
by  the  Finance  Committee  and  by  the  Council  ? — They 
are  after  being  done. 

1347.  Is  that  a  purely  formal  proceeding  ? — Of 
courge,  as  regards  what  has  been  done  on  "Wednesday 
it  must  be  a  formal  sanction ;  but  the  presentation  of 
those  figures  affords  an  opportiuuty  for  nienoibers  of 
the  Finance  Committee,  and  afterwards  members  of 
the  Council,  who  have  not  had  a  part  in  this,  to  offer 
their  views  and  to  make  suggestions  if  they  think  fit  as 
to  future  sales. 

1348.  In  some  circumstances  I  see  that  you  sell 
bills  or  transfers  against  gold  in  transit  from  either 
Australia  or  Egypt  ? — Yes. 

1349.  I  do  not  quite  understand  why  that  is 
done,  although  it  is  mentioned  in  your  memorandum 
(paragraph  11  of  Appendix  "VII.,  page  218) ;  perhaps 
you  would  explain  it  to  me  a  little  more  clearly  ? 
— This  practice  was  begun  in  December  1905.  Before 
that  time  it  had  been  the  practice  of  the  Secre- 
tary of  State  to  hold  a  certain  amount  of  gold — I 
think  it  was  the  fixed  practice  at  that  time  to  hold 
five  millions  of  gold— in  this  country,  which  might  be 
used  for  the  pm-chase  of  silver,  and  it  might  be 
depleted  in  that  way.  Supposing  we  depleted  that 
stock  it  might  be  useful  to  bring  home  more  gold ;  it 
is  a  cheaper  method,  if  we  want  to  replenish  our  stocks 
of  gold  here,  to  buy  gold  in  transit  rather  than  to  ship 
it  from  India,  because  we  save  the  cost  of  insurance 
and  freight.  They  cost  us  nothing  if  we  buy  it  in 
transit,  because  we  give  to  the  seller  of  the  gold  a 
transfer  on  India  of  the  equivalent  at  Is.  4d.,  so  we 
practically  buy  the  gold  at  par.  He  gets  just  the 
same  number  of  rupees  for  his  transfer— it  may  be  a 
transfer,  say,  of  15  lakhs— as  he  would  for  100,000 
sovereigns,  and  we  bring  the  gold  to  this  country  free 
of  charge  practically.  It  all  rests  upon  the  assumption 
that  we  want  to  bring  gold  here.  But  there  is  a  still 
more  advantageous  method  by  which  we  can  increase 
the  amount  of  gold  or  replenish  the  amount  of  gold  we 
hold  here  if  necessary;  that  is,  by  eaxmarking  gold 
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against  sales  of  transfers  in  the  ordinary  way,  for 
instance,  transfers  at  Is.  4/5^.  When  the  occasion 
arises  that  it  is  not  convenient  for  the  Government  of 
India  to  meet  OTir  bills  or  transfers  from  their  Treasury, 
we  practically  effect  a  transfer  of  currency  money  from 
India  to  this  country  instead  of  a  transfer  of  Treasury 
money,  and  we  then  practically  buy  the  gold  at  Is.  4i^d. 
probably  instead  of  at  only  Is.  4tZ. 

1350.  You  earmark  the  gold  part  of  the  paper 
cuiTency  ? — Yes. 

1351.  And  you  lodge  the  gold  with  the  Bank  of 
England  P — Yes. 

1352.  And  issue  additional  notes  in  India  against 
it  P— Yes. 

1353.  As  you  have  explained,  the  Secretary  of  State 
does  draw  money  in  excess  of  his  immediate  needs  ? — 
Yes. 

1354.  And  in  anticipation  of  future  requirements  ? — 
Yes. 

1355.  What  have  you  to  say  as  to  the  effect  of  that 
upon  Indian  trade  and  commerce  ;  does  it  reduce  the 
amount  of  capital  available  in  India  ? — I  think  not, 
because  every  sale  of  a  bill  or  transfer  releases  so  much 
money  which  is  locked  up  in  the  treasuries  of  the 
Government  of  India,  and  puts  it  on  the  market.  It 
has  the  same  effect  on  the  market,  I  think,  as  a  ship- 
ment of  sovereigns,  except  that  the  sovereigns  go  on 
the  market  direct,  whereas  the  money  represented  by 
the  Secretary  of  State's  sale  of  a  biU  or  transfer  is  paid 
out  of  the  Indian  treasuries. 

1356.  I  understand  you  to  say  that  the  reason  why 
the  Secretary  of  State  does  not  stop  selling  bills  as 
soon  as  his  own  immediate  needs  are  satisfied  is, 
because  of  the  uncertainties  of  exchange  in  the  first 
place,  that  he  is  glad  when  opportunities  off-a-  to  guard 
himself  against  a  future  fall  P — Yes. 

1357.  And,  in  the  second  place,  because  it  is  found 
convenient  and  helpful  to  Indian  trade  that  he  should 
sell  the  same  ? — Yes. 

1358.  Are  there  any  other  reasons  for  that  course 
which  he  pursues  P  —  I  think  the  real  underlying 
ground  for  the  whole  system  is  what  I  have  referred 
to  before,  that  if  India  holds  surplus  balances  as 
the  result  of  very  prosperous  years,  such  as  India 
has  had  recently,  the  proper  disposal  of  those  surplus 
balances  is  for  the  avoidance  or  reduction  of  debt,  and 
the  natural  thing  is  to  bring  them  home  here.  I  might 
instance  the  case  of  the  present  year.  The  balances 
of  the  Government  of  India  have  risen  to  a  very  high 
level — they  were  over  19^  millions  at  the  beginning  of 
the  current  year — and  our  balances  were  over  eight 
millions.  According  to  the  Budget,  those  balances 
will  be  reduced  by  over  11  millions  in  the  course  of  the 
present  year — the  balances  in  India  will  be  reduced  to 
about  12 1  millions,  and  our  balances  will  be  reduced 
to  four  millions.  Those  11  millions  will  go  towards  the 
reduction  of  borrowing. 

1359.  Take  those  8  millions ;  how  long  have  they 
been  here  waiting  for  what  I  may  call  their  permanent 
employment — I  do  not  mean  to  suggest  that  they 
have  necessarily  been  entirely  idle  P — ^As  I  say,  we 
started  this  present  year  with  balances  of  a  little  over 
eight  millions,  and  we  budgeted  to  reduce  them  to 
four  millions  ;  so  those  four  extra  millions  have  been 
lying  here. 

1360.  Is  there  any  reason  why  they  should  not  have 
lain  in  India  until  they  were  required  ?  —  Only,  I 
think,  that  reason  of  the  question  of  exchange — that 
our  policy  must  be  to  make  hay  while  the  sun  shines. 

1361.  In  fact,  the  apprehension  that  if  you  do  not 
move  them  to  this  side  when  you  can,  you  may  not  be 
able  to  move  them  to  this  side  when  you  need  them  P 
— Quite  so  ;  and  that  they  may  when  they  are  here 
serve  as  a  i-esource  against  a  fall  in  exchange.  In  fact, 
I  think  the  same  argument  applies  as  to  holding  the 
paper  currency  reserve  and  the  gold  standard  reserve 
funds  here ;  they  all  serve  the  same  purpose  in  meeting 
an  exchange  crisis. 

1362.  A  large  part  of  those  balances  is  lent  out 
here  in  London  ? — Yes. 

1363.  It  is  not  unnatural  that  when  rates  are  high  in 
India  that  should  give  rise  to  criticism  in  that  country, 
is  it  P— No ;  I  can  understand  that. 
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1364.  Do  you  think  anything  can  be  done  in  India's 
interest  to  meet  that  criticism? — I  have  veiy  little 
first-hand  information,  but  I  understand  that  the 
balances  in  India  might  be  lent  out  to  the  advantage 
of  trade  to  a  moderate  extent,  and  dui-ing  a  very  short 
period  of  the  yeai-.  But  then  one  finds  opinions 
absolutely  opposed  to  that,  as,  for  instance,  Mr.  James 
Annan  Biyce  said  in  the  House  of  Commons  a  few 
months  ago  that  the  idea  of  lending  money  in  India 
was  an  absurdity. 

1365.  On  what  grounds  ? — Perhaps  I  might  quote 
what  he  said  for  what  it  may  be  worth  :  "  The  idea  of 
"  employing  the  Government  balances  in  India  is  an 
"  absurdity.  If  they  did  use  them  there  the  value  of 
"  money,  which  is  at  present  on  the  average  rather 
"  higher  than  the  value  in  London,  would  fall  below 
"  the  level  of  the  market  money  here,  supposing  the 
"  balances  continued  as  they  are  at  present.  I  noticed 
"  a  case  this  morning  of  the  violent  fluctuations  which 
•■  take  place  in  the  money  markets  in  India.  The 
■•  rate  of  the  Bengal  bank  was  at  8  per  cent.,  and 
■'  to-day  it  is  at  7  per  cent.,  and  money  is  really  not 
"  lendable  in  India  at  over  .5  per  cent.  The  reason  of 
•■  that  is  the  failure  of  the  autumn  rains  in  the  Punjab, 
•'  with  the  result  that  the  supplies  of  wheat  have  been 
"  very  smaU  and  exports  from  Karachi  have  in  conse- 
"  quence  ceased."*  I  do  not  profess  to.  ofBer  that  as 
my  own  opinion.  I  think  the  more  general  opinion  is 
that  the  balances  in  India  could  be  lent  during  a 
portion  of  the  year,  though  only  to  a  moderate  extent. 

1366.  {Mr.  Gillan.)  What  is  the  date  when 
Mr.  Bryce  made  that  statement  ?  —  13th  February 
1913. 

1367.  {Chairman.)  In  paragraph  21  of  Appendix 
Vn.,  pp.  220-1,  you  deal  with  the  sale  by  the  Secretary 
of  State  of  bills  in  excess  of  his  requirements,  and  I 
think  you  point  out  that  he  not  only  sells  in  excess  of 
his  own  requirements,  but  that  he  has  sometimes  sold 
bills  in  excess  of  the  power  of  the  Government  of 
India  to  meet  them  out  of  their  ordinary  resources  ? — 
Tes. 

1368.  The  justification,  as  I  understand,  for  this  is 
the  convenience  of  trade  ? — Tes. 

1369.  Ton  quote  what  happened  in  1900  as  a  proof  of 
thedesireof  the  commercial  community  thatthis  practiije 
should  continue.  In  paragraph  24  of  Appendix  YH. 
(page  221)  you  quote  from  a  communication  from  the 
Associated  Exchange  Banks  of  Bombay  a  protest  which 
I  observe  was  directed  against  the  sudden  withdrawal  of 
facilities.  They  telegi-aphed  to  the  Government  of  India 
on  16th  January  1900,  that  "  Acute  financial  stringency 
"  prevails,  caused  by  sudden  withdrawal  without 
"  previous  notice  of  facility  granted  21st  Januaiy 
"  1898.  Banks  respectfully  protest  against  the  sudden 
"  withdi-awal  and  beg  immediate  steps  be  taken  to 
"  relieve  critical  situation  and  avert  panic."  What  the 
banks  appear  to  have  protested  most  against  was  the 
sudden  withdrawal  without  notice  ? — Yes. 

1370.  Do  you  think  their  opposition  would  have  been 
equally  stx-ong  if  proper  notice  could  have  been  given  ? — 
I  do  not  think  the  opposition  would  have  been  equally 
strong,  and  I  do  not  think  the  inconvenience  would  have 
been  so  great,  but  I  think  it  would'have  been  felt  seriously 
all  the  same.  The  demands  for  remittance  to  India 
spring  up  very  suddenly,  and  I  am  convinced  that  no 
other  means  of  remittance  would  have  enabled  the 
banks  to  meet  such  sudden  demands  as  easUy  and  with 
so  little  disturbance  to  trade  as  the  means  afforded  by 
the  free  sales  of  the  Secretaiy  of  State's  telegraphic 
transfers.  The  banks  would  have  to  meet  the 
anticipated  demands  for  money  on  a  lai-ge  scale  by 
shipments  of  sovereigns,  and  these  would  have  to  be 
arranged  fully  three  weeks  in  advance  of  the  anticipated 
demand ;  but  forecasts  so  far  ahead  are  very  uncertain. 
The  Bank  of  England  would  very  likely  put  its  rate  up 
in  self-protection,  and  then  there  would  be  stiingency 
of  the  money  maj-ket  both  here  and  in  India.  I  would  in 
confii-mation  of  that  ask  the  Commission  to  be  so  kind 
as  to  look  at  Table  V.  and  the  diagram  attached  to  it  in 
Appendix  VII.,  page  237.    Ton  will  see  that  there  is  a 
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line  which  goes  up  into  a  peak  something  like  the  Matter- 
hoTO.  You  will  also  see  that  for  the  four  weeks  ending 
December  1911,  sales  of  only  about  42J  lakhs  satisfied 
the  requirements  of  the  market,  but  three  weeks  later 
justimder  1.50  lakhs  were  sold  in  one  week,  and  in  the 
following  week  230  lakhs,  more  than  1 J  millions,  mostly 
at  maximum  rates.  Now,  had  it  been  the  declared  in- 
tention of  the  Secretary  of  State  to  limit  his  sales  in 
December,  January,  February,  and  March  1912  to,  say, 
40  lakhs  a  week,  no  doubt  the  banks  would  have  pre- 
pared themselves  to  some  extent  by  shipments  of  sove- 
reigns in  Decemberand  onwards  for  anticipated  demands 
in  January  and  February ;  but  I  do  not  think  they  would 
have  been  prepared  to  meet  the  extraordinary  demand 
that  arose,  or  would  have  met  it  with  anything 
approaching  the  ease  and  convenience  afforded  by  the 
Secretary  of  State's  sales  of  telegraphic  ti-an-sfers.  We 
must  remember  that  these  free  sales  at  a  high  premium 
are  a  source  of  profit  to  the  Exchequer,  while  heavy 
shipments  of  sovereigns  to  India  might  possibly  result 
in  sovereigns  having  to  be  shipped  back  on  Govern- 
ment account  for  the  purchase  of  silver,  at  the  expense 
of  freight  and  insui-ance. 

1371.  The  Government  of  India  and  the  Secretary 
of  State  take  a  heavy  and  an  unusual  responsibility 
upon  themselves,  do  they  not,  in  the  task  which  they 
have  assumed  ? — Perhaps  that  is  so.  I  think  it  is  in 
the  interests  of  India  that  they  should  consider  the 
interests  of  trade  as  much  as  possible,  as  it  affects 
revenue  so  largely,  and  the  general  prospei-ity. 

1372.  Does  any  other  Grovemment  play  a  similar 
part  in  regulating  the  exchange  of  the  country  for 
which  it  is  responsible  ? — No,  I  suppose  not. 

1373.  You  would  not  say  that  the  circumstances 
of  India  are  profoundly  different  from  those  of  other 
countries,  would  you  ? — ^I  think  our  whole  position  is 
unique;  but  I  venture  to  think  that  this  system  of 
selling  freely  to  meet  the  demands  of  trade  works 
satisfactorily. 

1374.  In  paragraph  22  of  Appendix  Vll.,  page  221, 
you  have  explained  in  a  note  on  the  Act  of  1898  the 
an-angements  that  were  made  for  authorising  the  Grovem- 
ment of  India  to  issue  notes  against  the  gold  held  as  part 
of  the  paper  currency  reserve  in  London  to  which  you 
have  already  referred;  would  it  te  fair  to  say  that 
that  is  really  a  way  of  introducing  elasticity  into  the 
paper  cirrrency  system,  its  effect  being  much  the  same 
as  if  you  were  to  make  a  fiduciary  issue  of  notes  ? — ^I 
admit  it  was  somewhat  similar  to  an  increase  of  the 
fiduciary  portion  of  the  currency  reserve,  and  in  that 
respect  its  effect  was  similar  to  the  aiTangement  under 
the  notification  issued  by  the  Government  of  India 
some  five  years  earlier,  by  which  they  agreed  to  issue 
notes  against  gold.  That  was  before  gold  was  made 
legal  tender.  WTien  gold  became  legal  tender  I  think 
both  those  arrangements  ceased  to  have  a  quasi- 
fiduciary  character.  I  think  that  this  an-angement 
under  the  Act  of  1898  was  not  directly  intended  to 
enlarge  the  ctuTency  resei-ve,  but  that  it  was  intended 
to  enable  the  Government  of  India  to  meet  the 
Secretary  of  State's  drawings  at  a  time  when  there  was 
a  tremendous  demand  for  them,  and  at  a  time  when 
the  Treasury  balances  were  not  strong  enough  to 
enable  them  to  meet  them  from  the  Treasury.  That 
was  the  real  object  of  the  Act  in  the  first  instance. 

1375.  Have  you  ever  considered  the  possibility  or 
desirability  or  otherwise  of  handing  over  the  paper 
cun-ency  to  a  central  bank  ? — One  has  heard  of  that 
question,  of  course,  a  good  many  times,  and  I  was 
proposing  to  give  you  some  infoi-mation  about  it  in 
connection  with  the  paper  ciuTency  reserve. 

1376.  Very  well ;  I  will  not  ptu-sue  that  now.  You 
say  in  paragraplf  25  of  Appendix  Vil.  (pp.  221-2)  that  it 
is  as  important  to  keep  exchange  from  rising  above  the 
gold  point  as  to  prevent  it  from  falling  below  the  sold 
point ;  I  think  Mr.  Abrahams  told  us  the  same  thin<» 
Supposing  the  Secretary  of  State  were  to  cease  to  sell 
bills  without  limit,  would  there  be  any  dan»er  of  a  ' 
above  vhe  gold  point  being  more  than  purely  tempoi-arv  ? 
— No,  I  think  not,  because  no  doubt  shipments  of  "l,! 
would  soon  relieve  that.  The  protest  to  the  Go 
ment  of  India  to  which  I  refer  in  that  paragranh  vT"^ 
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i-eference  to  a  temporary  forcing  tip  of  the  exchange 
to  Is.  4'^d. 

1377.  Ton  have  spoken  in  your  note  of  the  ol/jection 
to  an  excessive  accumulation  of  gold  in  the  paper 
currency  reserve,  and  you  have  spoken  also  of  the 
possible  necessity  and  expense  of  shipping  gold,  home 
to  relieve  such  accumulation ;  what  is  the  objection  to 
the  accuwnlation  of  gold  ? — In  the  passages  to  which 
you  refer  I,  perhaps,  rather  transferred  into  the  present 
ideas  that  have  been  held  in  the  past.  The  view  as  to  the 
proper  amount  of  gold  to  be  held  in  India  has  been 
constantly  changing.  At  first,  I  think  five  millions  was 
regarded  as  a  sufiioient  amount  to  hold,  and  an  amount 
at  which,  when  it  was  passed,  the  Government  of  India 
should  begin  to  think  about  coining  silver.  Then  the 
limit  was  raised  to  seven  millions,  and  then  it  was 
advanced  beyond  that.  I  think  the  idea  of  the  present 
time  is  practically  expressed  in  a  passage  of  a  despatch 
from  the  Government,  of  India  in  which  they  said  : 
"  Subjecttotheprovisionof sufficientrupees andreserves 
"  of  silver,  we  would  allow  our  stock  of  gold  to  grow 
"  indefinitely  with  the  expansion  of  the  note  circula- 
"  tion,  until  B\ich  time  as  it  jnay  be  deemed  expedient 
"  to  make  a  farther  addition  to  the  invested  portion  of 
"  the  reserve."  So  I  think  our  present  view  is  this  : 
We  regard  a  certain  quantity  of  silver  as  necessary,  and 
then  the  amount  of  the  invested  portion  of  the  reserve 
is  fixed  for  the  time  being  by  an  Act  of  the  Govern- 
ment of  India ;  ar  present  it  is  14  croies,  but  an  Act 
can  be  passed  at  any  tim.e  enlarging  that  amount.  We 
have  got  14  crores  fixed  at  present  as  the  invested 
portion,  and  then  we  have  a  formula  as  to  what  shall 
be  the  proper  amount  of  silver,  and  then,  provided 
that  sufficiency  of  silver  is  maintained,  I  think  the 
present  view  is  to  regard  without  any  apprehension  any 
increase  in  the  gold  portion  of  the  resei-ve  ;  in  fact  the 
gold  portion  of  the  reserve  is  the  really  elastic  portion, 
as  it  expands  with  the  demands  of  trade,  and  has  grown 
enormously  in  the  last  two  or  three, years, 

1378.  I  think  in  your  note  you  rather  assume,  do 
you  not,  that  gold  in  India  is  not  as  valuable  for 
maintaining  exchange  as  gold  in  London  ? — Tes. 

,  1379.  Will  you  tell  me  why  ? — ^I  would  put  it  in 
this  way :  When  an  exchange  crisis  occurs,  in  other 
words,  when  the  balance  of  trade  is  unfavourable  to 
India,  the  Secretaiy  of  State  may  have  to  suspend  his 
sales  of  biUs,  and  niay  also  have  to  meet  bills  on 
London,  as  in  1907-8.  Tbe  stronger  his  sterling 
resources  in  the  shape  of,,  gold  standard  reserve  assets, 
Treasiffy  balances,  and  paper  currency  reserve  com- 
bined, the  longer  he.  will  •  be  able  to  withstand  the 
double  strain  lof  stopping  his  drawings  from  India  and 
meeting  drawings  upon  London.  •  Gold  held  in  the 
paper  currency  reserve  in  London  is  a  certain  source 
of  strength  in  such  a  crisis.  It  can  be  readily  trans- 
ferred to  Treasury  balances  on  the  Government  of 
India  making  a  corresponding  transfer  of  rupees  or 
sovereigns  from  the  Treasury  to  paper  currency  reserve  in 
India.  Gold  held  in  the  reserve  in  India  can,  of  course, 
be  used  for  the  suppoi-t  of  exchange  if  the  Government 
of  India  lay  hands  upon  it  and  ship  it  home  (with  the 
expense  of  shipment) ;  but  if  they  allow  it  to  go  out  of 
the  reserve  in  exchange-fbr  notes  or  rupees  it  does  not, 
at  any  rate  according  to ,  the  experience  of  19Q7-9, 
serve  to  support  exchange,  because  it  is  not  shipped 
abroad  on  any  considerable  scale,  but  is  ta,ken'  out  for 
hoarding  or  internal  circulation. 

1380.  Have  you  any  information  as  to  what  became 
of. the, large  sums  that  were  issued  in  India  during  that 
crisis,  which  did  not  go  to  support  exchange,  and  which 
were  not  exported ;  have  you  any  information,  that  is, 
as  to  the  proportion  which  really  went  into  circulationj 
and  the  proportion  which  was  hoarded  t)r  melted 
down  ? — I  am  afraid  I  cannot  show— and  this  applies 
not  only  to  that  period  but  to  any  year — ^how  much 
goes  into  hoards,  and  how  much  goes  into  circulation. 
We  have  evidence  that  the  amount  in  circulation  is 
increasing,  but  no  one  can  express  in  anything  like 
exact  figures  how  much  goes  into  hoards  and.fbow  much 
goes  into  circulation. 

1381.  I  gather,  from  what  you  said  a  moment  ago, 
that  you  set  great  store  by  the  amount  of  the  gold 
resom-ces  of  the  Secretary, of  State  in  London.? — Tes. 


1382.  In  speaking  of  the  gold  resources  in  that 
way,  do  you  mean  actual  gold  or  do  you  include 
securities  ? — It  would  include  all — everything  that  he 
holds  here,  including  balances. 

1383.  What  you  have  said  as  to  the  importance  of 
his  holding  gold  does  not  lead  you  to  think  that  it 
must  be  bullion  or  coin  and  not  securities? — Not 
necessarily,  except  that  the  portion  which  is  held  as 
part  of  the  paper  currency  resei've  must,  I  think,  be 
gold. 

1384.  Do  you  think  that  the  holding  of  considerable 
portions  of  the  gold  standard  reserve  in  securities  is  as 
effective  for  the  support  of  exchange  as  if  it  were  held 
in  gold  ? — We  should  not  so  readily  sell  securities  held 
as  part  of  the  gold  standard  reserve  as  we  would  part 
with  gold.  We  should  part  with  gold  fii-st.  We  can 
take  the  .gold  out  of  the  paper  currency  reserve  here 
very  readily  through  the  Bank  of  England,  which  would 
transfer  a  corresponding  credit  to  the  Secretary  of 
State's  balances ;  and  then  to  make  up  the  currency 
reserve,  to  keep  it  intact,  the  Govei-nment  of  India 
would  similarly  transfer  a  corresponding  sum  from  their 
Treasury  balances  into  the  paper  currency  reserve,  in 
that  way  keeping  the  note  resei-ve  intact. 

1385.  But  then  you  are  i-eally  using  the  paper 
currency  reserve  to  buttress  the  gold  standard  reserve  ? 
— For  a  very  similar  pui-pose,  yes,  that  is,  for  the 
support ,  of  exchange. 

1386.  Is  that,  necessary  ? — I  think  it  may  be  very 
valuable.  I  think  possibly  what  we  would  draw  upon 
first  would  be  the  gold  standard  reserve,  but  then  the 
paper  currency  resei-ve  would  be  a  further  reserve. 

1387.  On  the  other  hand,  if  you  have  more  gold 
in  the  gold  standard  reserve  you  might  not  need  to 
draw  upon  the  paper  cuiTency  reserve  at  all  ? — If  there 
were  more  gold  or  more  securities  in  the  gold  standard 
reserve  that  would  be  so. 

1388.  Is  it  indifferent  whether  it  is  gold  or  secu- 
rities ?  I  understood  that  you  contemplated  using  the 
goldi  in  the  paper  cuiTenoy  reserve,  just  because  you 
might  not  be  ready  or  it  might  not  be  easy  to  realise 
immediately  the  sectu-ities  ? — Or  there  might  be  a  loss 
on  realising  them, 

1389.  Therefore,  to  render  you  quite  independent 
of  the  gold  in  the  paper  currency  reserve,  it  would  be 
necessary,  in  your  opinion,  to  have,  at  any  rate,  a 
larger  amqunt  of  gold  than  you  now  have  bi  the  gold 
standai'd  reserve  ^ — That  is  one  way  of  piutting  it. 

1390.  I  do  not  want  to  force  an  opinion  on  you  if 
it  is  not  yours,  and  one  which  you  do  not  really  hold  ; 
you  say  that  is  one  way  of  ptitting  it  ?— I  would  rather 
put  it  in  this  way — that  the  first  reserve,  the  central 
reserve,  for  the  support  of  exchange,  is  the  gold 
standard  reserve,  and  that  the  greater  part  of  that 
is  best  held  for  use  in  this  country  for  the  support  of  • 
exchange.  The  gold  held  in  the  paper  currency  reserve 
may  serve  as  a  subsidiary  reserve  to  that,  perhaps  not 
to  be  drawn  upon  until  we  have  already  exhausted 
the  other,  but  still  it  is  a  reserve.  In  the  same  way 
I  would  say  that,  supposing  the  Secretary  of  State 
has  taken  advantage  in  one  year  of  a  good  exchange 
to  draw  balances  over  from  India,  so  far  as  he 
can,  without  unduly  depleting  the  balances  of  the 
Qov.emment  of  India,  those, balances  held  here  serve 
the  same  purpose,  because  they  relieve  him  up  to  a 
certain  point  from  the  necessity  of  selling  bills  on 
India  when  the  exchange  is  bad. 

1391.  I  was  induced  to  put  my  question  because 
I  thought  that  some  of  the  criticism  which  has  been 
directed  against  what  has  passed  arose  from  a  certain 
confusion  as  to  the  uses  of  those  two  reserves  and  the 
way  in  which  they  were  employed  to  play  into  one 
another's  hands,  if  I  may  so  express  myself.  Do  you' 
think  "there  would  be  any  advantage,  from  that  point 
of  view,  in  trying  to  keep  them  more  independent  and 
distinct  ? — I  think  we  do  keep  them  quite  independent 
and  we  would  regard  the  gold  standard  reserve  as  the 
one  immediately  to  be  drawn  upon,  but  I  think  the 
other  serves  as  a  useful  subsidiary. 

1392.  In  paragraph  28  of  Appendix  VII.  in  dealing 
with  these  sales  you  sa,y,  in  subsection  4  (page  223)  that 
one  of  the  considerations  which  governs  the  decisions 
of  the  Secretary  of  State  is  that  he  should  "  allow  a 
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'•  sufficient  amount  of  sovereigns  to  flow  into  India 
"  to  supply  the  demands  of  the  public."  I  think 
the  working  of  the  arrangement  has  been  criticised 
on  the  ground  that  that  has  not  been  the  result  ? — 
Of  course  the  amount  of  gold  that  flows  into 
India  is  regulated  by  the  amount  of  the  Secretary  of 
State's  drawings,  and  when,  as  in  recent  years,  the 
surplus  balances  in  the  hands  of  the  Government  of 
India  are  very  large,  according  to  the  policy  I  have 
stated  we  do  draw  those  balances  home,  and  that  very 
largely  swells  the  amount  of  the  Secretary  of  State's 
drawings,  and  to  that  extent  limits  the  amount  of  gold 
that  goes  into  India.  Nevertheless,  in  the  last  few 
years  gold  has  gone  into  India  on  a  very  large  scale 
indeed. 

1393.  Do  you  think  there  is  any  difficulty  in  India 
in  gettine  gold  when  it  is  wanted  ? — I  think  not. 
There  have  been  as  much  as  20  millions  in  the  paper 
currency  reserve  lately ;  at  the  present  time  it  is 
somewhat  less,  but  it  is,  I  think,  something  between 
17  millions  and  18  millions,  and  anyone  on  presenting 
a  note  or  rupees  can  get  gold  in  exchange. 

1394.  Do  the  people  who  need  gold  often  have  to 
pay  a  premium  for  it  ? — Certainly  not,  if  they  go  to  a 
currency  office. 

1395.  In  paragraph  30,  Appendix  VII.,  page  223,  you 
.  say  that  it  is  a  misapprehension  of  the  India  Office  policy 

to  describe  it  as  adopted  in  the  interests  of  the  City  of 
London  and  not  in  those  of  India.  Is  it  not  possible 
that  a  system  which  drew  less  from  India  might,  at  the 
same  time,  relieve  the  stringency  of  the  Indian  money 
markets,  and  might  be  advantageous  to  India  even  if  it 
was  disadvantageous  to  the  London  money  market  ? — I 
hardly  think  so.  Our  sales  of  bills  on  India  release 
these  funds  from  the  Indian  Treasuries  and  supply 
the  markets. 

1396.  So  that  in  fact  in  your  opinion  there  is  as 
much  capital  available  in  India  as  there  would  be  if 
neither  transaction  took  place  ? — Tes.  I  think  that 
there  is  as  much  money  available  under  the  system  of 
selling  bills  freely  as  if  we  sold  less  freely  and  gold 
went  into  India. 

1397.  Ton  hold,  I  think  clearly,  that  the  fixing  of 
the  exchange  rate  of  the  rupee  at  1«.  M.  has  been 
beneficial  to  India  F — I  do,  certainly. 

1398.  Have  you  any  information  as  to  the  effect 
which  fixing  the  rupee  rate  has  had  on  Indian  trade 
with  silver-using  countries .-' — I  have  got  out  some 
figures,  which  I  could  give  to  the  Commission  if  they 
would  like  to  have  them,  showing  comparisons  of  the 
trade  between  India  and  China,  and  also  between  India 
and  Persia  (which  is  more  or  less  a  silver-using  country) 
before  and  since  the  fixing  of  the  rupee.  I  have  also 
got  comparative  figures  of  the  imports  of  China  and 
India  to  this  country  before  and  after. 

1399.  Will  you  circulate  those  figures  for  onr 
information  F — Certainly.  (See  Appendix  IX.,  pp. 
289-93.) 

1400.  Can  you  tell  me  now  what  the  general  result 
of  them  is  ? — I  should  say  that  the  general  result  is 
that  while  India's  trade  has  expanded  enormously  since 
the  fixing  of  the  rupee,  the  expansion  as  between  India 
and  China  has  been  somewhat  less  than  as  between 
India  and  other  countries,  but  not,  I  think,  very 
materially. 

1401.  Would  you  say  that  the  efEect  of  fixing  the 
rupee  has  been  advantageous  elsewhere,  but  slightlv 
disadvantageous  there  F — ^It  has  been  less  advantageous, 
I  should  say.  India's  trade  has  not  expanded  so 
largely  with  the  silver-using  countries  or  in  competition 
with  the  silver-using  countries,  as  elsewhere. 

1402.  [Lord  Fdber.)  I  understood  you  to  say  that 
India  can  take  up  a  loan  yearly  for  about  two  millions 
sterling  pretty  readily  F — Tes. 

1403.  Do  yon  not  think  that  India  is  increasing  in 
wealth  and  in  knowledge  of  investments  every  year, 
and  that  she  could  invest  mnch  more  in  rupee  stocks 
now  than  two  millions  a  year  F — I  think  the  indications 
are  in  that  direction.  We  find  that  India  not  only 
takes  up  the  rupee  loan  at  a  good  price,  but  at  a 
considerably  better  price  than  we  can  get  for  our 
3i  per  cent,  loan  here,  whereas  until  quite  lately  the 
price  was  worse;    and  not  only  that,  but  India  is 


gradually  taking  home   some  part  of  the  rupee  debt 
which  is  held  here. 

1404.  I  gathered  from  you,  did  I  not,  that  the 
rupee  loans  are  the  firmest  loans  in  the  Indian  market  ? 
Yes. 

1405.  Now  with  regard  to  the  gold  standard  and 
paper  cun-ency  resei-ves,  do  you  think  it  possible  that 
those  might  be  amalgamated  ?— No,  I  do  not  see  the 
possibility  of  that. 

1406.  One,  I  understand  from  you,  is  required  in 
India,  and  the  other  is  required  in  London  'i — I  think 
the  gold  standard  reserve  is  required  here,  but  then 
the  paper  currency  reserve,  you  see,  serves  the  one 
different  purpose  of  a  security  against  notes.  I  do  not 
quite  see  how  you  could  blend  the  two. 

1407.  Tou  think  it  would  be  difficult.  I  understand, 
to  lend  out  large  sums  on  loan  in  India;  is  that 
because  you  think  that  gilt-edged  securities  would  not 
be  available  as  against  those  loans  in  India  ? — ^I  think 
that  is  one  reason,  certainly. 

1408.  Is  not  the  effect  of  fixing  the  value  of  the 
rupee  to  do  away  to  a  great  extent  with  a  large 
gambling  element  that  used  to  enter  into  the  Indian 
trade  before  ? — I  cannot  say  that  I  have  any  definite 
knowledge  on  that  point,  but  I  suppose  it  would  be  so. 

1409.  (SjV  Ement  Cable.)  I  should  like  to  ask  you  the 
question  in  a  somewhat  different  form  to  that  in  which 
Lord  Faber  has  put  it.  Tou  said  the  Government  of 
India  could  float  loans  up  to  about  three  crores  per 
annum  F — Tes. 

1410.  That  is,  at  3^  per  cent.  ?— Tes. 

1411.  And  you  estimated  that  they  might  possibly 
float  another  crore  ? — Tes. 

1412.  Could  you  give  us  an  estimate  how  much 
they  could  float  if  these  loans  were  at  4  per  cent.  F — 
I  am  afraid  I  could  not. 

1413.  It  would  be  very  much  larger,  would  it  not  ? 
— ^I  suppose  it  would  be  larger,  but  I  should  say  that 
the  amount  of  money  available  and  forthcoming  would 
probably  not  increase  in  proportion  to  the  extra 
charge  which  such  a  rate  of  interest  would  impose. 

1414.  Ton  have  said  a  good  deal  to-day  about  the 
Secretary  of  State  having  sold  bills  in  excess  of  his 
requirements  ;  you  mean  of  his  actual  disbursements  ? 
—Tes 

1415.  Can  you  say  if  he  has  sold  any  such  excess  at 
anything  below  Ig.  4d.,  and,  if  so,  is  that  justifiable .'' — 
I  think  that  it  is^'ustifiable  under  certain  circumstances. 
For  instance,  if  you  will  look  at  Table  III.  of  Appendix 
Vn.  (page  233)  in  regard  to  the  year  1909-10  you  will 
see  that  the  amount  sold  in  the  first  half  of  that  year  was 
10  millions  sterling,  which  was  sold  at  1«.  3-951d.  I 
think  the  justification  for  that  was  that  it  was  just  after 
the  great  crisis  of  1907-8  and  1908-9,  when  so  large 
a  portion  of  the  gold  standard  reserve  had  had  practi- 
cally to  be  transferred  to.  India.  In  order  to  support 
exchange  the  Government  of  India  had  sold  bills  on 
London  to  the  extent  of  8,058,000Z.,  and  when  the 
crisis  was  over  it  was  thought  very  necessary  that 
that  gold  standard  reserve  money  should  be  transferred 
back  to  this  country.  For  that  reason  the  Secretary 
of  State  sold  bills  very  freely  that  year,  although  at 
a  low  rate  of  exchange.  It  did  not  have  any  permanent 
detrimental  efEect  on  exchange,  I  think,  because  before 
the  end  of  the  year  exchange  reached  quite  a  high 
point ;  but  I  think  it  was  important  to  sell  freely  even 
at  an  unprofitable  rate  in  order  to  get  the  gold 
standard  reserve  funds  back  to  this  countiy. 

1416.  That  was  an  extraordinary  occasion,  of 
course  ?— Tes.  Then  as  regards  other  times,  I  think 
the  circumstances  of  the  time  must  decide  the  question 
upon  each  occasion. 

1417.  I  see  from  Table  IV.  of  Appendix  VII. 
(pp.  234r-6)  the  average  annual  excess  of  exports  and 
imports  for  the  last  five  years  has  been  between  40 
and  50  millions  F — Tes. 

1418.  While  the  net  import  of  gold  bullion  and 
sovereigns  was  24  millions  last  year.  It  appears  that 
gold  is  being  absorbed  at  an  increasing  pace ;  is  it  not 
likely,  therefore,  that  the  value  of  gold  to  India  may 
become  so  great  as  seriously  to  hinder  the  sale  of  the 
councU  drafts  needed  to  meet  the  Secretary  of  State's 
actual  expenses,  quite  apaxt  from  his  excess  drawings 
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about  which  so  miuch  has  been  said  ? — I  cannot  think 
that  the  imports  of  gold  into  India  could  be  governed 
by  anything  else  but  the  balance  of  trade.  So  long 
as  sovereigns  can  be  shipped  to  India  to  compete  with 
the  Secretary  of  State's  bills,  they  will  go  there,  but 
they  will  not  go  in  except  as  competing  with  his  bills. 

1419.  (Chairman.)  I  did  not  quite  gather  the  latter 
part  of  your  answer? — I  mean  the  extent  that  they 
will  go  there  wiU  be  determined  by  the  extent  to 
which  they  will  compete  in  point  of  cheapness  with 
the  Secretary  of  State's  bills  and  transfers. 

1420.  [Sir  Ernest  Gable.)  Do  you  think  the  people 
would  not  pay  slightly  higher  for  hoarding  purposes 
to  get  gold  ? — I  think  the  people,  as  it  is  now,  can  get 
sovereigns  if  they  want  to  hoard  them.  They  have 
not  to  import  them  at  any  cost,  but  merely  to  take 
them  out  from  the  paper  currency  reserve  against 
notes. 

1421.  "What  is  your  opinion  about  encouraging  the 
use  of  gold  in  India? — 1  should  wish  everything  to  be 
done  that  would  encourage  the  circulation  of  gold  in 
India,  but  I  do  not  see  how  Government  can  either 
encourage  it  or  discourage  it  except  by  allowing  gold 
to  go  in  in  the  ordinary  course  of  trade. 

1422.  Do  you  think  that  removing  the  tax  on  silver 
would  stimulate  the  hoarding  of  silver  instead  of  gold  ? 
— Do  you  mean  the  hoai'ding  of  rupees  or  bullion  ? 

1423.  I  mean  bullion  ? — ^I  think  it  perhaps  would, 
because  it  would  make  the  import  of  bullion  cheaper  ; 
but  at  the  same  time  I  am  bound  to  say  that  the 
imposition  of  the  increased  duty  on  silver  a  few  years 
ago  does  not  seem  to  have  materially  checked  the 
import  of  silver  into  India. 

1424.  The  bulk  of  the  cun-ency  notes  in  circulation 
are  10-rupee  notes  and  5-rupee  notes  ;  do  you  not 
think  is  is  unlikely  that  those  notes  will  be  presented 
in  large  quantities,  being  of  such  small  denominations 
and  spi-ead  over  a  large  country,  in  other  words,  do 
you  not  think  there  is  very  little  likelihood  of  a  run 
on  the  paper  currency  reserve  ? — Yes. 

1425.  In  view  of  that  answer,  do  you  think  it  will 
be  a  good  thing  for  some  part  of  the  note  issue  to  be 
against  the  general  assets  of  the  Government,  that  is, 
entirely  fiduciary,  such,  for  instance,  as  the  German 
Reiohsbank  note  issue  is  ? — I  hai-dly  see  the  necessity 
for  a  change  in  that  direction.  If  I  understand  the 
Reichsbank  system,  it  is  rather  necessitated  by  a 
difficulty  Germany  finds  in  getting  gold.  The 
experience  of  the  last  few  years  seems  to  show  that 
India  can  get  a  great  sufficiency  of  gold,  and  that  the 
currency  reserve  expands  in  times  of  good  trade 
automatically  by  the  influx  of  gold.  If  you  look  at  the 
tables  of  the  paper  currency  resei-ve,  you  will  see  to 
what  a  great  extent  that  has  happened  in  the  last  two 
or  three  years.  The  total  note  circulation  has  expanded 
to  a  very  large  extent,  and  although  that  has  been 
entirely  due  to  imported  gold,  it  has  gone  from  just 
under  55  crores  at  the  end  of  1911  to  practically 
69  crores  at  the  end  of  1912,  and  that  although  in  the 
same  period  the  silver  has  decreased. 

1426.  (Chairman.)  What  table  are  you  lookmg 
at  ?— Table  1  in  Note  I.  to  Appendix  VIH.  (pp.  248-9). 
You  will  find  there  how  the  currency  reserve  has 
expanded  in  the  last  three  years.  The  total  circulation 
has  expanded  from,  say,  55  crores  to  69  crores,  and  the 
amount  of  silver  in  the  currency  resei-ve  has  fallen  m 
the  same  period  by  10  crores,  while  it  is  the  amount  of 
cold  that  has  risen  so  very  much  and  expanded  the 
total  circulation.  I  think  that  shows  a  great  expansive- 
ness  in  the  currency.  .  ,    ■,   , 

14'>7  (Sir  Ernest  Cable.)  The  point  I  wanted  to 
brine  out  was  this— that  perhaps  the  paper  currenoy 
reserve  was  over-protected,  while,  of  course,  the  gold 
standard  reserve  is  admittedly  under-protected.  I  was 
tryino^  to  see  whether  we  cannot  seU  some  of  the 
securities  which  are  now  in  the  paper  cairrency  resei-ve 
and  apply  that  to  the  gold  standard  reserve  thus 
making  both  funds  adequate  to  their  responsibilities ; 
and  I  was  suggesting  that,  instead  of  the  amalgamation 
scheme  which  Lord  Faber  suggested  and  which  you 
say  is  impracticable  ?— I  do  not  see  how  your  suggestion 
is  pi-actiSable.  The  intention  of  the  gold  standard 
resei-ve  was  that  it  should  just  grow  from  the  protits 
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on  coinage  and  the  proceeds  of  the  investments  made 
from  those  profits  and  nothing  more. 

1428.  (Mr.  Gladstone.)  I  think  you  agreed  with  the 
Chairman  —  and  I  suppose  with  all  of  us — that  the 
practice  followed  by  the  Secretary  of  State  in  regard 
to  the  disposal  of  Council  bills  and  other  things,  is  not 
followed  in  any  other  country  ? — I  believe  that  is  so. 

1429.  Do  you  think  that  similar  conditions  prevail 
in  any  other  country  in  the  world  P — No,  I  suppose  not. 

1430.  The  only  similar  case — I  think  it  is  in  no  way 
comparable,  really — would  be,  I  suppose,  Holland  with 
its  large  colonial  possessions,  but  that  would  be  a  mere 
nothing  compared  with  India  and  this  oountiy  ? — It  is 
on  a  much  smaller  scale. 

1431.  In  regard  to  the  table*  which  you  prepared 
showing  the  trade  figures  since  the  adoption  of  the 
gold  standard,  it  seems  to  show  that  the  expansion 
with  China,  a  silver-using  countiy,  has  not  been  so 
large  as  with  other  countries.  Do  you  attach  much 
importance  to  that  ?  Might  not  that  be  due  to  special 
causes,  for  instance,  to  opium  and  the  rather  extra- 
ordinary political  disturbances  in  China  that  have 
been  prevalent? — I  have  no  doubt  the  distm-bances 
In  China  had  a  great  deal  to  do  with  it.  I  do  not 
know  about  the  opium  so  much,  because  the  value  of 
the  exports  of  opium  must  have  kept  up  very  well 
until  almost  the  end  of  last  year,  although  the 
quantity  exported  has  been  gradually  reduced.  I 
should  not  attach  very  great  importance  to  any 
declining  trade  with  China  or  any  want  of  expansion 
in  it. 

1432.  With  regard  to  loans  in  London  and  the 
possibility  of  making  loans  in  India,  you  would  not 
consider,  would  you,  that  the  facilities  for  lending  in 
India  are  at  all  comparable  to  what  they  are  in 
London  ? — No. 

1433  London,  of  course,  is  the  banking  centre  of 
the  world,  but  India  practically  merely  finances  its 
own  people  and  its  own  trade  ? — Yes. 

1434.  (Mr.  Keynes.)  In  Appendix  A.,  II.,  to  Appen- 
dix VII.  (pp.  230-1)  you  quote  the  terms  which  are 
offered  for  the  purchase  of  gold  in  transit  from  Egypt; 
has  anyone  ever  taken  advantage  of  those  terms  ? — Yes. 

1435.  In  large  quantities  ? — ^Yes,  in  considerable 
quantities. 

1436.  Recently  ?  —  Our  ofEer  has  not  been  open 
recently.  I  think  the  last  time  we  withdrew  our  offer 
was  somewhere  about  1910,  and  it  has  not  since  been 
rene sved.  Before  that  happened  there  were  considerable 
pm-chases  of  gold  in  transit  from  Egypt. 

1437.  The  document  I  am  quoting  from  is  dated 
August  1910,  and  it  is  stated  that  it  is  in  force 
■'  until  further  notice."  It  has  been  withdrawn,  has 
it  ? — Our  offer  was  withdrawn  in  August  1910,  and  it 
has  not  since  been  reopened. 

1438.  That  was  in  the  same  month  in  which  it  was 
offered.  Is  it  your  impression  that  it  was  withdrawn 
almost  immediately? — I  think  it  was.  The  note  I 
have  here  is  that  it  was  renewed  in  March  1910,  and 
withdrawn  in  August  1910. 

1439.  The  substantial  point  is  that  there  is  at 
present  no  offer  for  purchasing  gold  in  transit  from 
Egypt  ? — No. 

1440.  What  were  the  reasons  for  the  withdrawal  of 
this  order? — I  think  that  it  has  not  been  thought 
necessaiy  further  to  increase  the  stock  of  gold  that  is 
held  in  London  now.  We  had  last  year  about  seven 
millions  here,  and  we  now  have  about  six  millions  in 
the  paper  currency  reserve. 

1441.  The  order  was  deliberately  withdi-awn  with  the 
object  of  making  more  gold  flow  to  India? — It  was 
adopted  with  the  object  of  drawing  gold  to  London 
without  the  expense  of  shipping  it  from  ladia. 

1442.  It  was  withdrawn  with  the  object  of  making 
more  gold  flow  to  India  ? — You  may  put  it  that  way  ; 
or  not  drawing  more  gold  to  London. 

1443.  (Sir  Shapurji  Broacha.)  You  overdrew  to  the 
extent  of  18  to  22  millions  in  the  years  1910, 1911,  and 
1912  ;  I  suppose  during  those  years  there  were  a  good 
many  winiEalls  from  opium,  the  railways,  and  other 
quai-tei-s  ? — Yes.     I  would  like  to  give  you  some  figures 
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on  that  point.  In  the  three  years,  1910-1,  1911-2, 
and  1912-3,  the  net  receipts  from  railways  exceeded 
the  Budget  estimates  by  6,800,000?.,  and  those  from 
opium  by  6,400,000i. ;  so  that  there  were  excess  receipts 
above  the  Budget  estimates  in  those  three  years  of  over 
13  millions  under  those  two  heads. 

1444.  You  could  use  that  money  here  against  any 
borrowing  ? — Tes. 

1445.  And  against  paying  ofE  what  you  had  bor- 
rowed and  what  was  due  ?— Tes. 

1446.  Suppose  that  in  the  coui-se  of  years  the 
revenue  and  expenditure  adjust  themselves  and  become 
evenly  balanced,  and  yet  you  have  to  sell  Council  bills 
on  trade  account,  how  will  you  adjust  matters  then  ? 
1  suppose  you  coiild  take  something  from  the  silver 
reserve  and  from  the  other  reserves,  but  still  you  could 
not  have  used  that  balance  here  ? — I  think  I  might 
venture  to  say  this — supposing  the  conditions  you 
mention,  in  which  there  is  no  surplus  of  revenue  over 
expenditure,  that  would  indicate  trade  conditions  in 
which  there  would  not  be  such  a  demand  for  the 
Secretai-y  of  State's  drawings..  The  demand  for  his 
drawings  depends  upon  the  activity  of  trade,  and  if 
there  were  no  surplus^  there  probably  would  not  be 
such  active  demands.  , 

1447.  Suppose  you  had  budgeted  for  an  active 
demand  and  a  very  prosperous  trade,  it  might  turn  out 
to  be  a  little  more  perhaps  than  you  anticipated,  but 
not  to  the  extent  of  18  to  20  millions  .P — The  Secretary 
of  State  would  restrict  his  di*awings  to  what  the 
Government  of  India  were  able  to  remit. 

1448.  Are  you  not  bound  to  supply  txade  to  an 
unlimited  extent  at  the  gold  point  ? — Tne  Secretary  of 
State  undertakes  to  sell  bills  without  limit  at  l.s.  4^tZ.  and 
transfers  without  limit  at  la.  4^?^^.,  and  to  do  that  be 
draws  upon  the  cuiTcncy  reserve,  tha,t  is  to  say,  he 
wo-ald  transfer  gold  from  India  to  England  under  the 
Gold  Note  Act,  in  other  words,  he  would  earmark  the 
gold  to  the  currency  reserve  here  against  his  drawings. 

1449.  On  either  side  you  do  not  go  beyond  Is.  Sffd. 
either  in  buying  or  selHng  ? — We  do  not  sell  under 

1«.  3||'^- 

1450.  And  that  is  the  kind  of  cost  that  there  would 
always  be  as  between  one  country  and  another ;  whether 
it  were  the  United  States,  or  India,  or  France,  that 
adjustment  must  always  come  ? — Yes. 

1451.  The  Secretary  of  State  does_not  bind  himself 
to  maintain  the  exchange  at  the  par  of  Is.  4a!.,  does 
he? — He  has  an  understood  obligation  to  maintain 
exchange  at  Is.  4>d. 

1452.  But  he  is  not  under  an  obligation  ? — That  is 
rather  a  difficult  question  to  answer.  I  should  say 
that  at  present  he  recognises  the  obligation  to  maintain 
exchange  at  Is.  4d.to  the  best  of  his  power. 

1453.  If  the  Secretary  of  State  thinks  his  power  of 
maintaining  the  paa-  of  exchange  is  sufficient,  why  is 
he  afraid  to  guarantee ;  is  he  not  confident  of  his  ovmi 
remedies  ? — ^I  think  he  is. 

1454.  Then,  where  is  the  harm  in  guaranteeing  ? — 
It  is  rather  a  difficult  thing  to  express  a  guarantee 
absolutely  on  that  point. 

1455.  I  suppose  there  are  two  parties  to  a  bargain ; 
here  one  is  not  very  confident  and  does  not  guarantee, 
and  the  other  wants  a  guarantee ;  why  should  not  the 
first  one  give  the  guarantee  ? — I  think  that  is  rather  a 
difficult  question  for  me  to  answer.  I  would  not  like  to 
commit  the  Secretary  of  State  on  such  a  matter. 

1456.  You  must  remember  that  in  India  the  par 
of  exchange  has  been  absolutely  necessary  at  any 
period  in  the  history  of  her  finance,  and  if  that  is  not 
guaranteed  will  not  India  Ije  injured  ? — I  would  say  to 
that  that  I  think  the  present  system  does  command 
confidence  in  its  stability. 

1457.  It  almost  does,  but  does  it  do  it  absolutely? 
If  it  coiild  be  done  absolutely,  why  does  the  Secretary 
of  State  not  guarantee  ?— I  do  not  see  how  it  could  be 
done  absolutely.  I  think  that  the  resources  for  main- 
taining the  stability  of  exchange  are  gi-owing  from 
year  to  year,  as  gold  goes  more  largely  into  circulation 
and  as  the  volume  of  the  gold  standard  reserve 
increases.  I  think  we  should  be  more  ready  to  meet  a 
great  crisis  than  we  were  in  1907-8 — as  time  goes  on, 
still  more  so. 


1458.  All  that  is  right,  but  we  want  the  absolute 
guarantee,  otherwise  we  say,  do  what  we  ask  you  to 
do.  and  that  is  accumulate  gold  in  a  liquid  form. 
The  Secretary  of  State  refuses  to  do  that  beyond  a 
certain  amount.  If  he  does  that,  he  must  have 
confidence  in  his  judgment,  and  if  he  has  confidence 
in  his  judgment,  why  should  not  the  Secretary  of  State 
guarantee  the  par  of  exchange  for  all  time  ? — I  think 
that  he  endeavours  to  do  that  as  far  as  he  has  power. 
I  think  the  view  taken  is  that  a  holding  of  sterling 
securities,  particularly  short-dated  securities,  serves 
the  same  purpose  as  the  holding  of  gold. 

1459.  Is  it  not  his  intention,  of  course,  not  expressed 
but  implied,  to  economise  the  use  of  gold  in  India  as 
much  as  possible ." — I  think  the  Secretary  of  State  has 
no  desire  to  economise  the  use  of  gold  in  India. 
Subject  to  his  being  able  to  draw  from  India  what  it  is 
right  to  draw  to  meet  the  home  charges  and  to  avoid 
debt,  he  allows  gold  to  go  into  India  as  freely  as  the 
balance  of  trade  will  allow  it  to  go.  Subject  to  the 
restriction  I  have  mentioned,  there  is  no  desire  on  the 
part  of  the  Secretary  of  State  to  discourage  the  free 
influx  of  gold  into  India. 

1460.  I  believe  that ;  bat  there  is  a  part  of  the 
correspondence  that  we  have  before  us  from  which  it 
appears  that  sometimes  the  Secretary  of  State  is  very 
nervous  about  disturbing  the  gold  market  in  London. 
The  Secretary  of  State  must  know  that  .there  is  an 
impression  in  India  that  that  is  his  idea;  and  when 
India  wants  all  the  surplus  profit  in  gold,  there  is 
that  idea  lurking  in  their  minds  ? — I  can  only  repeat 
that  the  view  which  has  been  taken  here  is  that  the 
surplus  profits  from  coinage  are  as  useful  to  support 
exchange  if  held  in  realisable  gold  seciu-ities  as  if  held  in 
gold ;  but  as  you  know,  he  has  decided  now  to  accumulate 
gold  here  in  the  gold  standard  reserve  until  the  amount 
reaches  five  millions.  As  regards  his  otherwise  dis- 
couraging the  flow  of  gold  into  India,  I  could  only 
point  to  the  figui-es  of  the  last  two  years  as  showing 
you  to  how  very  large  an  extent  gold  has  gone  into 
India. 

1461.  You  say  India  could  easily  take  up  a  loan 
of  about  two  millions  ? —  That,  I  say,  is  the  present 
standard,  but,  as  I  said  in  reply  to  another  member  of 
the  Commission,  I  think  India  could  meet  a  larger 
loan  than  that  probably. 

1462.  Do  you  know  that  loans  were  issued  for 
five  crores  as  early  as  1879  ? — Yes. 

1463.  I  think  there  is  a  difference  of  9  per  cent, 
to-day  between  the  3^  Per  Cent.  Sterling  Loan  and 
the  3J  Per  Cent.  Rupee  Loan." — I  know  there  is  a 
large  difference. 

1464.  So  I  think  it  would  be  safe  to  say  that  loans 
could  be  raised  in  India  to  the  extent  of  five  crores  ? 
— I  think  that  is  very  likely. 

1465.  {Sir  James  Begbie.)  In  your  note  you  talk 
about  the  method  of  drawing  funds  from  India  to  meet 
the  home  charges  ;  have  these  home  charges  of,  recent 
years  included  special  disbursements  in  connection 
with  the  currency  H — I  should  not  include  those  exactly 
in  the  home  charges.  There  have  been  several  re- 
mittances on  account  of  oun-ency,  but  I  should  i-ather 
treat  those  as  opposed  to  home  charges.  Our  usual 
definition  of  home  charges  is  charges  upon  revenue, 
and  we  treat  revenue  charges  as  distinct  from  capital 
expenditure,  and  also  currency  remittances. 

1466.  You  do  not  include  the  purchase  of  silver, 
do  you  ;  that  is  paid  for  from  the  balances  in  London] 
IS  it  H— That  is  sometimes  paid  from  the  home 
balances  m  the  first  instance  ;  last  year,  for  instance, 
om-  purchases  were  made  from  the  balances. 

1467.  And  you  do  not  include  that  as  part  of  the 
home  chai-ges  P— It  is  a  matter  of  language  whether 
we  treat  it  as  exactly  part  of  the  home  charges  or  not. 
I  should  say  it  was  outside  the  home  charges  in  the 
usual  sense  of  the  term.  Of  course  it  has  to  be  met, 
and  It  adds  to  the  anjount  of  drawings  which  we  can 
budget  for.  The  amount  of  silver  bought  swells  the 
balances  of  the  Government  of  India  by  the  amount 
of  notes  that  are  issued  against  it,  and  that  renders 
the  Government  of  India  pro  tanto  able  to  meet  so 
many  more  millions  of  drawings  by  the  Secretary  of 
State. 
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1468.  At  ai?y  rate,  those  payments  on  account  of 
silver,  for  example,  do  not  come  out  of  the  ordinaiy 
revenues  of  India  ? — No. 

1469.  la  former  years  there  was  considerable 
anxiety  ahout  laying  down  funds  in  London  by  means 
of  Council  bills,  was  there  not  ? — Tes. 

1470.  In  recent  years  there  has  been  no  such 
anxiety,  w'ith  the  exception  of  1907  and  1908  ? — No. 

1471.  "Would  it  be  possible  to  separate  the  sales  of 
bills  to  meet  the  ordinary  home  charges '  from  sales 
connected  with  the  currency? — I  think  they  are 
separated,  and  that  you  will  fliid  them  shown  separately 
in  the  accounts  of  the  Government  of  India. 

1472.  In  the  case  of  sales  of  biUs  there  is  only  one 
amount  shown — amount  of  bills  sold  ? — I  thinJrwlien 
there  is  a  remittance  on  account  of  cui-rency  you  will 
find  that  is  shown  separately  in  the  accounts ;  for 
instance,  two  or  three  years  ago,  (vhen  the  invested 
portion  of  the  reserve  was  increased  by  two  crores, 
from  12  crores  to  14  crores,  there  was  a  sum  of 
1,333,000?.  remitted  home  ;  and  that  I  think  you  will 
find',  shown    in    the    accounts     separately   from    the 

■  ordinary  drawings  of  the  Secretary  of  State. 

1473.  That  is  in  the  accounts,  but  it  is  not:  pre- 
sented. At  the  time  the  sales  are  made  there  is 
nothing  to  indicate  whether  you  are  selling  against 
citrrency  or  against  the  Treasury,  is  there  ?  —No. 

1474.  That  is  a  point  I  would  like  to  ask  you 
— ^whether  it  would  be  possible  to  separate  the  sale 
of  Council  bills  drawn  against  the  Treasury  from 
those  drawn  against  the  currency  reserve  ? — I  do  not 
think  we  could  do  that  at  the  time  we  are  doing  it. 
We  could  not  allocate  theni  exactly.  "When  we  sell, 
say,  60  lakhs  in  one  week,  it  would  not  be  convenient 
t6  draw  40  lakhs  of  those  on  account  of  the  Treasury, 
and  say  20  lakhs  represent  part  of  the  sales  towards 
bringing  home  two  crores  of  the  currency  reserve. 

1476.  Do  you  mean  that  it  would  be  a  disadvantage 
from  a  bookkeeping  point  of  view  ? — There  would  be 
no  great  advantage  in  it ;  I  do  not  think  it  would 
be  very  convenient  to  attempt  to  do  it. 

1476.  (Chairman.)  When  such  a  transaction  takes 
place;  do  you  always  decide  how  the-  proceeds  of 
particular  bills  are  going  to  be  applied  before  you 
sell  the  bills  ? — We  allocate  a  particuliir  quantity 
of  the  sales  at  the  end  of  the  year  to  a  particular 
purpose ;  that  is  to  say,  when  we  arrive  at  the  end  of 
the  year  and  we  hiive  drawn  more  than  we  budgeted 
to  draw,  a  part  has  been  represented  by,  say,--  two 
crores  remitted  home  for' investment  on  account  of  the 
paper  currency  reserve,  and  we  show  that  separately; 
but  we  could  not  allocate  it  to  the  sales  of  a  particalar 
month. 

1477.  (Sir  James  Begbie.)  It  is  left  until  the  close 
of  the  year  to  do  that? — Until  it  is  shown  in  the 
accounts. 

1478.  Tou  say  in  paragraph  14  of  Appendix  "VII., 
pp.  218-9,  "  the  present  system  of  regulating  the 
"  amount  of  the  drawings  for  each  year "  is  so  and 
so;  can  it  be  said  that  the  amounc  of  the  drawings 
in  recent  years  has  been  regulated  by  the  system  you 
describe  ? — Tes. 

'  1479.  There  have  been  very  wide  differences 
between  the  estimates  and  working  results,  have  there 
not  ? — Quite  so. 

1480.  Tou  do  not  work  to  the  estimates  ? — We 
keep  to  the  estimates  very  largely,  as  you  know  ;  but 
if  it  is  found  later  in  the  year  that  the  balances  of  the 
Government  of  India  will  be  so  much  larger  than  they 
anticipated,  then  they  will  be  able  to  remit  a  large 
additional  amount. 

1481.  On  the  question  of  regulating  the  sales  of 
bills  throughout  the  year,  I  understand  you  think  it 
might  be  possible  for  the  Secretary  of  State  to  restrict 
his  drawings  during  the  first  half  of  the  financial  year 
to  an  almost  insignificant  amount,  and  to  meet  almost 
the  whole  of  his  requirements  during  the  second  half 
when  he  might  sell  his  drafts  at  a  higher  rate  than 
they  would  command  in  the  dull  season.  Do  you 
refer  to  the  biUs  drawn  to  meet  ordinary  Treasury 
expenditure  ?—l  am  there  talking  of  what  might  be 
takino'  place  in  a  year  of  favourable  seasons  and 
trade?    It  might  be  possible,  if  those  favourable  con- 


ditions could  be  foreseen,  to  do  so,  but  then  it  is  a 
large  assumption,  and  one  cannot  foresee ;  we  do  not 
know  until  th6  monsoon  is  established  what  we  may 
be  able  to  draw. 

1482.  The  statistics  you  give  us  show  that,  except 
in  a  very  unfavourable  year  like  1907-8,  you  could 
reasonably  expect  to  make  the  gi-eater  part  of  the 
remittances  at' a  better  rate  of  exchange? — Tes,  that 
is  so. 

1483.  Do  they  also  show  that,  with  the  same 
exception,  you  could  rely  on  the  money  being  obtained 
in  London  ? — Do  you  mean  that  the  dema,nd  would  be 
sufficient  ? 

1484.  Tes  ?  — I  suppose  it  would  be  in  a  good 
season. 

148.5.  In  the  last  10  years  these  statistics,  I  think, 
seem  to  show  that,  with  the  exception' of  one  year? — 
In  most  years,  yes ;  but  as  I  have  explained  in  this 
note,  there  is  a  great  uncertainty  a-bout  the  monsoon, 
and  it  is  safer  not  to  rely  upon  being  able  to  di-aw  the 
whole  of  our  drawings,  or  almost  the  whole  of  our 
amount,  in  the  latter  part  of  the  year,  when  exchange 
may  be  expected  to  be  higher.  It  is  safer  to  draw 
some  in  the 'early  months  of  the  year,  even  when 
exchange  is  somewhat  lower.  It  may  be  also'  necessary 
for  our  Treasmy  pui-poses,  because  we  have  large 
dutgoihgs  week  by  week,  aiid  very  particularly  large 
ones  when  the  payment  of  the  interest  on  the  loans 
falls  due.  We  hardly  could  work  without  drawing  a 
considerable  amount  in  the  first  six  m&nths  of  the 
financial  year.      '  '  '  ...,■!'■ 

1486.  Do  you  view  with  some  anxiety  the  monsoon 
failing,  as  you  might  not  be  able  to  sell  bills  ? — That 
is  one  consideration.  The  other  is,  as  I  say,  that  we 
must  obtain  some  funds  from' India,  evfen  in  what  we 
inay'cali  the  lean  half  of  the  ye&x,  to  keep  up  oui- 
Treasury  balances.  These  dr^-wings  on  the -Secretary 
of  State's  bills  are  practically  our  only  source '  of 
revenue. 

1487.  At  the  beginning  of  the  yesti'  your  resources 
now  are  very  much  larger  than  they  used  to  be  years 
ago,  are  they  hot? — ^Not  60  much  this  year,'!  think. 
"We  began  this' year  -with  a  balance  of 'a'Httle  over  eight 
millions,  I  think.  '■'■'        '■■"" 

1488.  I  was  thinking  of  the  generarl  position  as  rega'rds 
the  gold  standard  reserve ;  in  the  case  of  an  unfavourable 
year  yOu  Would  be  in  a  much  stronger  position  now 
tha,n  ever  befbre,  would  you  liOt  ?^^Quite  sO';  but  we 
do  not  want  to  fall  back  upon'  the  resources  of  the  gold 
standai'd  reSer-re  if  -<ve  can  help  it. 

1489.  Tou  refer  to  instances  when  the  Government 
of  India  find  themsel-ves'in  a  position,  toVrards  the  fend 
of  the  financial  year,  to'  remit  hOme  funds  far  in  eicess 
of  what  was  expected  -when  the  estimates  were' framed ; 
and  you  state  that  you  consider  such  excess  funds 
properly  applicable  towards  the  reduction  of  the 
Secretaiy  of  State's  boirowing  operations-  for  capital 
expenditure  ? — That  is  so. 

1490.  Do  yon  think  it  is  necessary  that  i.hese  excess 
funds  should  be  drawn  upon  by  the  SecreJtai-y  of 
State  dm'ing  the  financial  year  in  which  they  arise,  and 
before  the  total  is  realised? — I  shoiild'say  that  it  was 
advantageous  to  draw  them  when  the  exchange  was 
strong  enough  to  enable  us  -to  do  so,  othei-wise  we 
inight  pile  up  unduly  the  amount  that  we  have  to 
dtaw  in  the  following  year.  For  instance,  our  budgeted 
dra-wings  for  this  year  are  something  over  21  millions, 
which  is  a  larger  amount  than  we  have  budgeted  for 
before,  1  think  ;  supposing  we  had  drawn  less  last  year, 
we  should  have  to  draw  so  much  more  this  year,  and  we 
should  be  all  the  more  in  danger  of  not  being  able  to 
get  a  good  rate  for  our  drawings. 

1491.  Do  you  still  entertain  the  same  anxiety  as 
formerly  regarding  the  ability  of  the  market  to  take  up 
the  bills  ? — I  thin'k  we  cannot  be  without  some  degree 
of  anxiety.  As  you  say,  in  recent  years  the  exchange 
has  gone  very  well,  and  we  have  had  no  difficulty  about 
di'awing  all  that  we  wanted  at  a  good  rate,  but  we  can 
never  be  free  from  apprehension.  At  the  present  time 
the  exchange  has  fallen  to  Is.  3|^d.,  and  until  we  are 
quite  sure  of  a  good  monsoon,  we  cannot  tell  that  we 
may  not  have  a  bad  Autumn  for  our  drawings,  as  in 
1907-8.     Therefore,  I  think  we  are  i-^ht  in  drawing  a 
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considerable  amount,  as  mucli  as  we  can,  at  a  reasonable 
rate  of  exchange,  even  in  the  early  months. 

149'2,  Should  not  the  disposal  of  youi-  excess  fuuds 
be  the  subject  of  discussion  in  the  Viceroy's  Legis- 
lative Council  before  they  are  di-awn  upon  ? — I  think 
that  can  be  done. 

1493.  So  fai-  it  has  not  been  done  ? — I  think  it  has 
been  raised  in  the  Viceroy's  Council,  has  it  not  ? 

1494.  In  paragraph  20  of  Appendix  YII.,  page  220, 
you  refer  to  the  events  of  May  to  Septemoer  last  year, 
■when  over  seven  millions  in  sovereigns  were  imported, 
for  the  purpose  of  showing  that  if  Council  Drafts  were 
held  up  to  secure  the  rate  of  Is.  4Jd.,  the  Secretary  of 
State  might  miss  his  maj-ket.  Woidd  it  be  possible  for 
the  Secretary  of  State  to  obtain  information  in  London 
as  to  whether  sovereigns  were  available  in  Australia 
for  shipment  to  India,  and  to  what  extent,  and  also 
the  rate  at  which  they  could  be  laid-down  in  India  ? — 
I  think  it  is  a  very  varying  rate. 

1495.  Tes,  but  you  could  keep  yourselves  posted, 
could  you  not.P — I  do  not  know  how  fai-  we  could 
ascertain,  or  how  far  it  can  be  foreseen. 

1496.  You  cannot  foresee  it,  but  you  can  keep 
yourselves  posted  from  day  to  day  as  to  what  is  the 
gold  point  of  exchange  from  Australia,  can  you  not  ? — 
Tes,  we  can. 

1497.  Is  that  done  ? — ^I  cannot  say  that  that  is 
carefully  watched. 

1498.  The  same  remark  applies  to  the  shipment 
of  gold  from  London.  Ton  mention  a  case  where 
sovereigns  might  be  shipped  in  competition  with 
council  bills  at  1«.  4^d.  It  is  a  matter  of  the  gold 
point  is  it  not  ? — ^I  suppose  so. 

1499.  And  the  gold  point  is  not  entirely  a  fixed 
point,  but  varies  from  time  to  time  ? — Quite  so. 

1500.  So  that  if  you  wanted  to  work  close  up  to  the 
gold  point,  you  could  do  it  if  you  wished  by  keeping 
yourselves  informed  of  the  actual  gold  point  from 
time  to  time  ? — I  think  in  practice  we  do  keep  in  touch 
with  the  gold  point ;  that  is  to  say,  we  discover  when 
gold  is  going  from  Atistralia  or  from  Egypt,  and  at 
what  rate  we  must  sell  in  order  to  compete  with  it. 

1501.  In  the  case  of  those  bills  sold  to  bring  home 
the  gold  standard  reserve  money,  yon  did  not  work  up  to 
the  gold  point  upon  that  occasion,  did  you  ? — Certainly 
not ;  because  I  think  the  importance  of  bringing  home 
that  large  amount  which  had  been  ti-ansferred  to  India, 
and  of  getting  our  gold  reserve  back  to  this  country, 
was  considered  to  out-weigh  the  importance  of  only 
selling  at  Is.  4d.,  or  at  any  other  particular  point. 

1502.  Tou  do  not  think,  then,  that  such  sales 
interfere  with  the  gold  standard  ? — I  do  not  think  that 
they  do,  so  long  as  they  do  not  cause  exchange  to  drop 
below  the  gold  point.  As  I  have  said  already,  I  think 
before  the  end  of  the  year  exchange  had  quite  recovered, 
and  was  quite  at  par,  or  above  par. 

1503.  But  for  the  time  being,  while  you  were 
working  under  par,  that  was  working  against  the  gold 
standard  policy,  was  it  not  ? — I  hardly  think  so, 
because  we  were  pursuing  the  object  of  getting  the 
gold  standai'd  reserve  funds  to  this  country  where  they 
would  be  useful  to  meet  another  really  serious  decline 
in  exchange. 

1504.  In  paragraph  21  of  Appendix  VII.,  page  220, 
you  refer  to  instances  when  the  demand  for  the  Secretary 
of  State's  drafts  far  exceed  the  amount  he  can  draw  from 
the  Indian  Treasuries  without  reducing  theh'  balances 
below  a  safe  limit,  and  you  go  on  to  deal  with  the  sales 
of  bills  drawn  for  other  purposes  than  for  meeting  the 
home  requirements  of  the  Government ;  is  the  principal 
reason  to  assist  ti'ade  ? — I  think  that  bills  sold  when 
the  Govemment  of  India  cannot  actually  meet  them 
from  their  Treasuries,  must  be  said  to  be  bills  sold  for 
the  convenience  of  trade. 

1505.  But  you  would  not  say  that  it  is  the 
principal  reason  F — I  would  say  that  that  is  the  only 
reason  for  going  on  selling  when  we  have  drawn  up 
to  the  extent  of  the  maximum  that  the  Govemment 
of  India  can  meet  from  their  Treasuries  ;  when  we  go 
beyond  that,  it  is  drawn  for  the  convenience  of  trade 
alone,  I  should  say. 

1506.  Another  reason  for  the  excess  drawings  is 
that  the  accumulation    of    sovereigns  in  the   paper 


currency  reserve  in  India  causes  inconvenience  ? — Tes, 
it  sei-ves  the  purpose  of  meeting  that. 

1507.  Is  that  due  to  the  fact  that  sovereigns  do 
not  pass  into  circulation  in  sufficient  quantity  to 
absorb  arrivals ." — I  suppose  that  is  so. 

1508.  If  sovereigns  went  into  circulation,  there 
would  be  no  accumulations  in  the  reserves  ? — That  is 
so ;  but,  as  I  said  a  little  while  ago,  I  think  that  the 
accumulation  of  gold  in  the  reserves  in  India  is  not 
regarded  with  apprehension  in  the  way  that  it  was 
some  years  ago.  We  are  content  now  to  allow  gold  to 
accumulate  as  much  as  it  can  in  the  course  of  trade, 
so  long  as  we  retain  a  sufficient  amount  of  silver  in 
the  resei-ves. 

1509.  But  you  sell  bills  for  the  puipose  of  pre- 
venting gold  going  out  to  India  if  you  think  you 
have  got  enough  there  already? — We  have  done  at 
times. 

1510.  Tou  say  the  Secretary  of  State's  telegraphic 
transfers  afford  the  means  which  no  other  mode  of 
remittance  does  of  relieving  in  a  very  short  space  of 
time  a  money  stringency  which  otherwise  might 
become  sex-ious  and  even  disastrous  to  Indian  trade  ? — 
Tes. 

1511.  Does  that  not  express  only  one  side  of  the 
position? — ^It  expresses  this  side,  that  our  sales  of 
bUls  or  transfers  do  release  funds  from  the  balances 
of  the  Government  of  India  which  otherwise  would  be 
held  up. 

1512.  If  they  ease  the  money  market  by  releasing 
funds,  can  it  not  also  be  said  that  in  holding  up  the 
money,  Govemment  causes  a  stringency  ? — Govem- 
ment holds  up  the  money  automatically  in  the 
collection  of  revenue. 

1513.  And  that  has  an  effect  on  the  market  ? — Tes, 
it  is  money  taken  off  the  market,  clearly. 

1514.  With  regard  to  the  sale  of  bills  relieving  the 
money  stringency,  money  stringency  may  be  relieved 
in  two  ways — ^by  increasing  the  supply  of  money  or  by 
reducing  the  demand  for  it  ? —  Tea. 

1515.  Is  it  not  the  latter  method  which  operates  in 
the  case  of  council  bills  sales  ? — ^I  hardly  follow  that. 

1516.  It  is  done  through  council  bills  ? — Tes. 

1517.  The  people  who  buy  council  bUls  are  exporting 
firms  and  exchange  banks  ? — Tes. 

1518.  They  lay  down  money  in  India  for  the 
purpose  of  buying  bills  or  buying  produce  ? — Tes. 

1519.  In  a  stringent  money  market  the  holders  of 
produce  are  obliged  to  sell;  I  mean,  that  it  is  the 
tendency  of  a  tight  money  market  to  compel  the  pro- 
ducer to  sell  his  goods  ? — Tes. 

1520.  The  people  who  buy  the  goods  are  the 
exporting  firms  ? — Tes. 

1521.  And  the  exchange  banks  buy  the  exportei-s' 
bUls  ?— Tes. 

1522.  So  that  a  stringent  money  market  compels  the 
holders  of  goods  to  sell,  and  so  to  reduce  the  demand 
for  money  ? — Tes. 

1523.  Council  bills  come  in  and  pay  for  the  goods 
that  are  sold;  therefore  you  i-educe  the  demand  for 
money  ? — I  am  afi-aid  yon  are  beyond  me  there. 

1524.  What  I  wanted  to  be  at  is  this,  that  the 
council  bills,  when  they  have  gone  out  to  India,  have  an 
effect  in  time  of  relieving  the  stringency  of  the  money 
market  when  it  exists,  but  that  is  done  through  the 
fact  that  the  people  who  are  borrowing  from  the  banks 
are  obliged  to  sell  their  goods  ?— That  is  where  I  am 
afraid  I  cannot  quite  follow  you. 

1525.  In  paragraph  30  of  Appendix  VU.,  page  223, 
you  enumerate  several  advantages  in  selling  drafts  to 
meet  the  convenience  of  trade.  The  first  is  that  "it  serves 
"  to  avert  or  relieve  extreme  stringency  in  the  money 
"  markets  of  India,  which  would  be  detrimental  to  the 
'•  commercial  prosperity  of  the  country."'  Is  the  council 
biU  system  really  entitled  to  all  the  credit  you  give  it  ? 
Is  it  not  because  the  balance  of  indebtedness  is  due 

to  India  that  remittances  are  wanted  for  India  ? Tes, 

that  would  be  so. 

1526.  If  Government  did  not  sell  bills,  specie  would 
be  remitted  to  pay  for  the  balance,  would  it  not' 
-  -Tes. 

1527.  So  that  Council  bills  are  not  really  a  neces- 
sity ?— They  are  not  a  necessity,  because  the  altema- 
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tive  would  be  ^ihe  sMpment  of  gold ;  but  I  suppose 
that  the  Council  bills  afford  a  more  convenient  mode 
of  remittance — especially  when  the  demand  for  remit- 
tance is  very  \irgent  and  pressing — than  the  shipment 
of  gold. 

1528.  The  second  advantage  which  you  mention  is 
that  "  it  sei'ves  to  check  excessive  accumulations  of 
"  gold  in  the  Paper  Currency  Reserve  in  India  which 
"  might  otherwise  have  to  be  lightened  by  expensive 
"  methods."  This  trouble,  of  course,  arises  from  the 
fact  that  there  is  no  effective  gold  currency  in  India  ? 
• — It  arises  from  the  fact,  I  think,  that  you  must  have 
a  certain  supply  of  silver,  and  some  of  that  gold  must 
be  converted,  or  may  have  to  be  converted,  from  time 
to  time  into  silver. 

1529.  But  there  would  be  no  objection  to  holding 
gold  in  the  reserve  of  the  Paper  Currency  Department 
if  it  moved  freely  into  circulation,  would  there  ? 
—No. 

1530.  The  third  advantage  which  you  state  is  that 
"  it  serves  sometimes  to  avert  extreme  stringency  in  the 
"  London  money  market  which  would  be  created  if 
"  the  Secretary  of  State,  by  refusing  to  sell  drafts  for 
"  the  convenience  of  trade,  forced  large  quantities  of 
"  sovereigns  to  be  taken  from  London  for  India," 
and  so  on.  Is  it  an  advantage  to  have  the  Secretary 
of  State  placed  in  the  position  you  describe  of  either 
being  obliged  to  sell  bills  or  being  left  open  to  the 
charge  of  forcing  large  quantities  of  sovereigns  to  be 
taken  from  London  to  India  'if — I  do  not  think  that 
that  charge  quite  applies. 

1531.  The  transactions  which  bring  about  such  a 
situation  are  not  transactions  of  the  Secretary  of  State, 
are  they? — I  am  not  sure  that  I  quite  follow  your 
argument  there. 

1532.  You  are  here  talking  about  the  Secretary  of 
State,  by  refusing  to  sell  drafts  for  the  convenience 
of  trade,  forcing  large  quantities  of  sovereigns  to 
be  taken  to  India;  and  I  am  asking  whether  it  is 
any  advantage  to  put  the  Secretary  of  State  in  a 
position  when  that  can  be  said  about  him  ? — It  may 
be  under  certain  conditions  an  advantage  to  India 
that  he  should  be  able  to  avert  an  extreme  stringency 
in  the  London  money  market  which  would  react  upon 
India. 

1533.  But  does  that  not  put  the  Secretary  of  State 
in  the  position  that  if  he  does  not  sell,  people  will  say 
he  is  forcing  gold  into  India  ? — I  think  it  is  part  of 
the  system.     He  cannot  help  the  situation,  in  fact. 

1534.  (Lord  Kilbracken.)  The  fact  is,  it  puts  a 
certain  responsibility  upon  him,  does  it  not  ? — It  does. 

1535.  Which  he  exercises,  as  he  does,  for  the  good 
of  India  ?— Yes. 

1536.  It  is  part  of  the  system,  and  he  is  willing  to 
be  responsible? — Yes. 

1537.  {Sir  James  Beghie.)  You  do  not  support  by 
any  examples  the  doctrine  that  free  sales  of  Council 
drafts  for  the  purpose  of  averting  serious  disturbance 
of  the  London  money  market  may  at  times  be  fully 
justified,  and  indeed  urgently  required  in  the  interests 
of  India? — ^As  a  frequent  borrower  on  the  London 
market  ? 

1538.  Is  it  not  a  doctrine  which  may  be  interpreted 
differently  by  different  people,  or  even  by  the  same 
person  at  different  times  ? — I  think  that  is  a  question 
to  which  I  cannot  help  saying  yes. 

1539.  You  talk  about  averting  a  serious  disturbance 
of  the  London  money  market ;  when  you  come  to 
exercise  your  discretion  in  that  way,  how  is  the  strin- 
gency in  the  money  market  measured ;  is  it  a  question 
of  the  height  of  the  Bank  of  England  rate? — That 
would  be  a  good  criterion  of  it,  I  suppose. 

1540.  In  the  last  three  or  four  years  you  have  had 
very  large  sales  of  Coancil  bills — unusually  large  sales 
— Bind  at  times  the  bank  rate  has  not  been  high  P — That 
is  so. 

1541.  How  has  the  stringency  effect  come  into 
operation  then  ? — I  think  we  may  in  such  cases  treat 
our  large  sales  without  reference  to  stringency  in  the 
London  money  market.  They  have  not  been  made 
with  any  view  to  averting  stringency,  but  they  have 
been  made  for  the  revenue  pui-poses  of  the  Secretary 
of  State,  or  his  Ways  and  Means  purposes  simply. 


1542.  Do  you  think  that  Council  bills  are  always  an 
advantage  to  the  London  market  ? — I  should  say  that 
they  were  an  advantage  at  times,  not  to  the  London 
money  market  in  particular,  but  to  persons  engaged 
in  trade  with  India. 

1543.  We  are  dealing  here  with  the  London  money 
market ;  do  you  think  it  is  an  advantage  to  the  London 
money  market  that  bills  should  be  sold  ? — I  think  so, 
in  so  far  as  they  may  prevent  a  large  efflux  of  gold 
from  the  London  money  market,  which  might  bring 
about  a  very  high  bank  rate. 

1544.  Is  it  not  possible  that  the  sale  of  Council 
bills  may  at  times  operate  detrimentally  to  the  London 
market  ? — I  daresay. 

1545.  Take  the  case  of  the  purchase  of  silver  for 
coinage  last  year.  Is  it  not  the  case  that  the  need  for 
silver  coinage  arose  because  the  stock  of  rupees  in  the 
currency  reserve  in  India  was  below  the  point  you 
thought  it  ought  to  be  at  ? — Yes. 

1546.  There  was  too  much  gold  and  too  little  silver, 
really  ? — I  would  not  say  there  was  too  much  gold,  but 
the  stock  of  silver  was  falling  unduly  low. 

1547.  Then  the  decision  was  come  to  to  buy  silver 
for  coinage,  and  that  purchase  was  made,  I  undei'stand, 
by  means  of  money  provided  from  Council  bill  sales  ? — 
Yes. 

1548.  These  Council  bills  were  sold  to  lay  down 
money  for  this  purpose,  and  were  paid  for  in  India 
from  the  paper  currency  resei"ve  ? — ^It  practically  comes 
to  that.  They  were  paid'  for  out  of  the  balances  of 
the  Government  of  India,  and  those  balances  were 
strengthened  by  the  notes  which  they  were  able  to 
issue  against  the  new  silver, 

1549.  The  silver,  when  coined,  replaced  the  money 
in  the  currency  reserve  which  had  been  issued  in  the 
payment  of  the  Council  bills  ? — Yes. 

1550.  That  silver  was  an  addition  to  the  total 
currency,  was  it  not  ? — Yes. 

1551.  But  at  the  time  the  decision  was  arrived  at 
to  coin  fresh  rupees,  what  was  needed  was  a  substitu- 
tion of  mpees  for  gold  in  the  reserve,  was  it  not  .P — 
We  might  do  it  either  way.  We  might  have  taken 
gold  from  the  currency  resei-ve  in  London  to  pay  for 
the  silver,  in  which  case,  of  course,  there  would  have 
been  no  expansion  of  the  note  circulation ;  or  we  might 
do  as  we  did,  buy  the  silver  immediately  from  balances, 
which  led  to  the  circulation  being  increased  by  the 
amount  of  new  silver, 

1552.  As  a  matter  of  fact  you  did  sell  Council 
bills  ?— Yes. 

1553.  If  a  portion  of  the  gold  held  in  the  reserve 
had  been  used  to  pay  for  the  silver,  there  would  not 
have  been  an  addition  to  the  total  currency,  would 
there  ? — No. 

1554.  By  the  use  of  sales  of  bills  to  'pay  for  the 
silver,  the  London  money  market  had  to  find  the  money 
to  pay  for  that  ? — ^In  a  way,  yes. 

1555.  The  amount  was  over  seven  millions,  was  it 
not  ? — Yes. 

1556.  Would  it  not  have  been  a  greater  advantage 
to  the  London  money  market  to  have  received  the  gold 
to  pay  for  the  silver  purchases  ? — Yes. 

1557.  So  that  it  was  no  advantage  in  that  case  to 
the  London  money  market  to  sell  the  bills  ? — It  was 
no  advantage  to  the  London  money  market,  but  I 
think  there  was  no  occasion  to  consider  the  London 
money  market  in  this  case. 

1558.  During  the  time  you  were  buying  silver  last 
year,  were  the  Lidia  Office  balances  lent  in  the  market 
also  being  reduced  ? — Yes,  they  were  reduced  by  the 
amount  that  we  paid  for  the  silver. 

1559.  During  the  same  period  there  was  about 
1\  millions  of  gold  added  to  the  currency  reserve  in 
India  ? — Gradually,  yes ;  that  was'  in  addition  to  the 
seven  millions  of  silver. 

1560.  So  in  that  case  it  cannot  be  said  that  the 
sales  of  bills  operated  in  the  direction  of  averting 
disturbance  in  the  London  money  market  ? — I  do  not 
know  ;  is  not  "  disturbance  "  rather  too  strong  ? 

1561.  I  do  not  wish  to  use  too  strong  language. 
As  a  matter  of  fact,  do  you  not  think  all  these  different 
operations  caused  some  pressure  in  the  London  money 
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market  ? — I  hardly  think  so.     It  was  spread  over  a  long 
period. 

1562.  That  is  so  far  as  the  London  money  market 
is  concerned.  Is  it  not  possible  that  the  Indian  public 
may  have  som.e  ground  for  complaint  that  the  currency 
was  being  overweighted  by  that  operation,  it  being  an 
addition  to  the  currency  when  it  was  not  necessary  ? — 
It  is  a  question,  I  suppose,  whether  it  was  necessary. 

1563.  Is  it  not  possible  that  the  Indian  public 
might  have  cause  of  complaint." — That  might  be  so. 
I  think  the  difEerence  between  buying  that  silver  by 
using  up  gold  and  not  immediately  expanding  the  note 
circulation,  and  buying  it  from  Treasury  balances  and 
so  expanding  the  note  circulation,  might  have  only  a 
temporary  effect ;  that  is  to  say,  in  the  one  case  we 
would  take  the  seven  millions  straight  out  from  the 
gold  of  the  reserve  here  in  London,  and  in  the  other 
i3ase,  by  doing  as  we  did,  our  increased  sales  of  Council 
bills  to  pay  for  this  silver  must  reduce  the  amount  of 
gold'  that  would  otherwise  go  into  India,  and,  there- 
fore; pro  tanto,  obviate  a  further  expansion  of  the  note 
circulation.  Taken  in  connection  with  the  influx  of 
gold,  the  immediate  effect  was  to  increase  the  currency 
reserve  very  greatly,  but  I  do  not  think  the  ultimate 
effect  would  be  to  increase  it  so  much. 

1564.  That  accounts  for  the  very  large  accumula- 
tion of  cash  in  the  Grovemment  of  India's  treasuries  ? 
— ^Tes,  that  is  so ;  in  other  words,  if  we  had  not  sold 
bills  in  payment  of  all  this  silver  we  should  have  sold 
part  of  those  bills  in  drawing  home  the  Treasury 
balances. 

1565.  When  you  sell  Council  bills  to  avert 
stringency  in  the  London  money  market,  the  great 
advantage  to  the  London  money  mai'ket  is  when  you 
sell  against  Treasury  balances  in  India,  is  it  not  ? — ^I  do 
not  think  so,  but  perhaps  I  do  not  quite  follow  you. 

1566.  In  the  case  of  silver,  for  example,  you  draw 
bills  to  buy  silver,  and  you  spend  that  money  at 
once  F — ^Tes. 

1567.  In  the  case  of  bills  drawn  against  the 
Treasury,  you  may  keep  your  money  for  a  long  time  ? — 
Yes. 

1568.  So  it  is  only  when  you  are  drawing  bills 
against  the  Treasury  that  you  give  any  advantage  to 
the  London  money  market  ? — That  is  so,  I  suppose. 

1569.  In  recent  years  there  have  been  very  high 
balances  caused  by  these  big  sales,  have  there  not  ? — 
Tes,  more  directly  by  these  big  sales,  and  those  big 
sales  have  been  caused  by  the  very  large  Indian 
surpluses. 

-  '  1570.  Of  coui'se  the  money  is  provided  for  by  the 
Indian  taxpayer  ? — By  the  Indian  taxpayer,  yes,  but 
not  by  extra  taxation. 

1571.  Ton  have  referred,  in  paragraph  32  of  Appen- 
dix yn.,  page  224,  to  the  transfer,  by  means  of  Council 
bill  sales,  of  about  two  millions  from  the  gold  standard 
reserve  in  India  to  London  in  about  1910  and  1911 ; 
can  you  explain  why  that  amount  was  dravm  to 
London  ? — The  way  that  arises  is  that  besides  drawing 
back  the  proceeds  of  the  sales  of  bDls  upon  India,  we 
drew  to  this  side  some  portion  of  the  six  crores  that 
have  been  held  in  silver. 

1572.  Can  you  explain  why  that  was  done  ? — 
I  could  not  explain  at  this  moment  why  that  was  done, 
but  I  will  look  it  up,  if  you  like.* 

1573.  I  should  like  to  know,  if  it  is  convenient  to 
you  ? — The  amount  held  in  India  was  reduced  by  that 
process  from  six  crores  to  290  lakhs. 

1574.  The  transfer  was  a  departure,  was  it  not, 
from  the  intention,  as  explained  when  the  Indian 
branch  of  the  reserve  was  formed.'' — It  was  for  the 
time  being,  yes. 

1575.  It  also  meant  an  addition  to  the  currency  in 
India  at  that  time  ? — That  is  so. 

1576.  Although  there  was  no  addition  necessaiy 
then  ?— Tes. 

1577.  Ton  have  explained  that  last  year  there 
was  a  remittance  of  1,200,000Z.  for  proiits  of  coinage 
from  India  to  England;  can  you  explain  why  the 
profits  were  coined  into  rupees  ? — Part  of  the  profits 

*  It  was  done  in  order  to  relieve  the  balances  of  the 
Government  of  India  from  being  unduly  depleted  by  meeting 
the  Secretary  of  State's  drawings.— F.W.  N. 


were  coined  into  rupees  to  restore  that  six  crore  reserve 
which  had  been  held  in  India  before  those  310  lakhs 
were  remitted  home.  It  was  the  desire  of  the 
Government  of  India  and  the  Secretary  of  State  that 
that  six  crore  reserve  should  be  restored ;  so  as  soon  as 
we  began  coining  rupees  last  year  the  profits  were 
transfen-ed  to  that  silver  portion  until  it  was  brought 
up  to  six  crores.  After  that,  the  amount  was  converted 
into  gold,  and.  as  I  say,  it  was  this  balance  of 
1.200,000i.  which  was  remitted  home. 

1578.  That  did  not  exhaust  the  whole  of  the  profits, 
did  it .' — Those  two  items  together  I  think  account  for 
the  whole  of  the  profits.  The  310  lakhs,  which  were 
added  to  the  290  lakhs  already  held  in  India,  brought 
up  the  amount  again  to  six  crores ;  and  then  there  was 
the  1,200,000Z.  which  was  transferred  home. 

1579.  You  have  explained  why  the  three  crores  were 
coined  into  rupees,  but  what  about  the  balance;  why 
was  that  coined  into  rapees? — Because  the  normal 
procedure  is  to  hold  all  the  profits  of  coinage,  with  the 
exception  of  those  six  crores  that  are  held  in  silver,  in 
gold  or  gold  securities. 

1580.  Why  should  it  be  coined  into  i-upees  ? — The 
rupees  were  coined,  but  then  against  those  rupees  gold 
was  set  afiide  and  remitted  home. 

1581.  We  have  not  got  the  point  why  you  coin  the 
profit  into  rupees.  Why  is  it  necessary  to  coin  the 
profit  into  rupees  ? — What  else  would  you  do  with  it  ? 
The  seven  miUions  worth  of  silver  produces  15f  crores 
of  rupees  ;  of  that,  105  lakhs  or  thereabouts  represent 
the  equivalent  of  15  rupees  to  the  \l.  on  the  seven 
millions  of  silver  coined.  The  remainder  is  strictly 
profits,  but  it  is  by  custom  converted  into  rupees,  and 
there  is  no  other  way  in  which  you  can  hold  it  very 
well. 

1582.  We  have  had  the  suggestion  made  that  if 
you  draw  the  seven  millions  froni  India,  that  means 
that  you  have  to  replenish  in  India  lOJ  crores ;  and 
what  you  ought  to  do,  is  it  not,  is  to  buy  enough  silver 
to  coin  lOJ  crores,  and  then  the  difference  between 
the  cost  of  sUver  that  you  buy  and  the  seven 
millions  is  the  profit,  and  is  in  sterling  already  ?• — ^I 
think  it  may  be  said  that  the  actual  amount  required 
was  the  15f  crores,  only  that  is  produced  partly  in  the 
shape  of  a  direct  addition  to  the  note  circulation  and 
partly  in  the  shape  of  profits.  Of  those  profits,  part 
goes  to  replacing  the  silver  portion,  or  the  Tndig.Ti 
portion  of  the  Gold  Standard  Reserve  of  six  crores,  and 
the  balance  comes  indirectly  into  the  Paper  Currency 
Reserve — ^it  is  (."oined  rupees,  and  against  it  gold  is  set 
aside  and  the  value  remitted  to  this  country,  where  it 
is  held  in  gold. 

1583.  When  you  coin  the  profits  into  rupees,  you 
^ve  the  profits  to  the  Gold  Standard  Reserve  ? — ^Tes, 
we  credit  the  Gold  Standard  Reserve  with  the  value 
of  those  rupees. 

1584.  Tou  put  the  rupees  into  the  resei-ve  and  take 
the  gold  out  ? — Tes. 

1585.  Then  you  get  no  profits  upon  the  coinage  of 
those  i-upees,  because  it  is  a  substitution  of  rupees  for 
gold? — I  think  not.  I  think  we  increase  the  Gold 
Standard  Reserve  by  the  value  of  those  extra  rupees. 
We  pass  thtf  additional  rupees  into  the  balances,  but 
the  Government  of  India  remit  home  the  equivalent 
amount,  and  that  is  placed  to  the  Gold  Standard 
Reserve  here. 

1586.  {Chairman.)  In  gold  ? — Tes,  in  gold. 

1587.  [Sir  James  Beghie.)  Tou  refer  in  one  or  two 
places,  for  instance,  in  paragraphs  31  and  32  of  Appen- 
dix VII.  (pp.  223^),  to  the  elasticity  in  the  paper  cur- 
rency system  ;  that  elasticity  is  not  automatic,  is  it  ? ^I 

think  it  is  automatic  as  far  as  the  gold  proportion  is 
concerned,  because  when  trade  is  good  gold  flows  auto- 
matically into  India,  and  goes  into  the  currency  reserve 
and  increases  the  note  issue,  so  to  that  extent  the 
currency  is  elastic.  The  only  part  of  the  note  issue 
of  the  currency  that  can  be  called  absolutely  inelastic 
is  the  silver  portion. 

1588.  Tou  say  that  people  can  get  gold  for  notes 
in  India ;  can  you  say  how  many  places  there  are  in 
India  where  those  exchanges  can  be  made  ? — ^I  could 
not  say  off-hand  at  this  moment  how  many  places 
there  are,  but  I  can  give  you  that  figure  if  you  like. 
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1589.  {Mr.*Oillan.)  What  you  say  in  Appendix  VII., 
paras.  21  and  22  (pp.  220-1),  about  the  practice 
followed  in  the  sale  of  Council  bills  might  be  read,  I 
think,  as  showing  that  the  system  is  rather  an  artificial 
one  P — Tes. 

1590.  At  any  rate  that  it  is  founded  to  a  very  great 
extent  on  the  interests  of  trade ;  I  think  that  was 
shown  hy  some  questions  put  to  you  by  the  Chairman  ? 
—Tes. 

1591.  In  your  evidence  given  this  morning  I  think 
you  spoke  about  the  regulation  of  the  amount  of  gold 
going  into  India  ? — Perhaps  I  should  not  say  "  regula- 
tion." There  is  no  deliberate  intention  to  regulate  it, 
hut  of  course  the  effect  of  the  Secretary  of  State's 
sales  is,  not  intentionally  but  necessarily,  to  decrease 
the  amount  of  gold  that  goes  into  India. 

1592.  May  I  put  it  to  yovi  in  this  way,  that  if  any 
of  his  drawings  are  not  in  pursuance  of  Government 
requii-ements,  then  to  that  extent  he  is  keeping  gold 
out  of  India  undoubtedly  ? — He  may  be. 

1593.  He  is,  is  he  not  ? — ^He  may  be  doing  one  or 
two  things — ^he  may  be  keeping  gold  out  of  India,  and 
he  may  at  the  same  time  be  putting  gold  into  the 
currency  reserve  here,  as,  for  instance,  when  he  ear- 
marks gold. 

1594.  Let  us  consider  the  Treasury  balances  first. 
If  he  is  drawing  in  excess  of  his  own  requirements  he 
is  to  that  extent  keeping  gold  out  of  India  ? — Tes. 

1595.  On  the  other  hand,  if  his  drawings  are  in 
pursuance  of  his  own  interests  or  of  Government 
interests,  then,  even  if  he  is  keeping  gold  out  of  India, 
his  action  is  not  open  to  criticism  H — May  I  remark 
upon  the  phrase  "  his  requirements  "  ? 

1596.  I  will  come  to  that  later,  if  you  will  allow 
me ;  that  is  the  position,  as  I  am  putting  it  to  you,  is 
it  not  ? — Tes. 

1597.  Granted  that  his  drawings  are  in  pursuance 
of  his  requirements,  then  you  have  the  two  currents 
which  the  critics  and  the  Government  would  desire  to 
have,  namely,  (1)  gold  going  out  to  India,  and  (2)  gold 
coming  here ;  that  is  so,  is  it  not  ? — There  are  two 
different  sets  of  critics. 

1598.  I  am  assuming  that  the  drawings  of  the 
Secretary  of  State  are  in  pursuance  of  his  require- 
ments ;  either  he  desires  to  draw  bills  or  to  bring  gold 
home,  and  to  that  extent  it  would  not  be  an  inter- 
ference with  the  flow  of  gold  to  India  which  is  open  to 
any  criticism.  I  am  asking  your  opinion;  do  you 
agree  ? — I  see  what  you  mean — yes. 

1599.  Could  you  say  that  the  Secretary  of  State, 
as  a  matter  of  fact,  brings  home  a  single  rupee  that 
he  does  not  intend  to  vise  ? — No. 

1600.  I  think  Mr.  Abrahams  has  shown  in  his 
memorandum  that  there  may  be  periods  dui-Lng  which 
the  Secretary  of  State  has  held  very  high  balances, 
but  that,  going  up  to  the  end  of  the  present  budget 
year,  the  budget  closes  with  a  minimum  balance?  — 
The  Indian  balance,  do  you  mean  ? 

1601.  And  the  home  balance  ? — Tes. 

1602.  So,  assuming  that  estimate  of  the  current 
budget  to  be  correct,  all  the  money  that  has  been 
brought  home  wiU,  by  the  end  of  this  year,  actually 
have  been  used  ? — Tes.  We  budgeted  for  balances  of 
about  12|  millions  in  India  and  a  little  over  four 
millions  here,  and  those  can  both  be  considered 
minimum  balances. 

1603.  Will  you  say  that  the  drawings  have,  as  a 
matter  of  fact,  been  justified  in  every  case  by  Govern- 
ment interests  quite  apart  from  trade  interests  ? — 
I  would  not  say  always  quite  apart  from  trade  inte- 
rests, as  I  think  the  point  at  which  the  Secretary  of 
State  sells  in  the  interests  of  trade  only  and  without 
regard  to  Treasury  considerations  at  all  only  comes  in 
when  he  sells  as  under  the  Gold  Note  Act  against  cm-- 
rency  and  when  the  Government  of  India  have  not 

1604.  Excuse  me,  I  am  at  the  moment  on  Treasury 
balances  ."—Very  weU  ;  so  far  as  we  draw  on  Treasmy 
balances  I  do  not  think  we  do  it  in  the  interests  of 
trade  only ;  we  do  it  in  our  own  interests. 

1605.  That  is  the  point  I  am  putting  to  you,  tha,t, 
during  the  last  three  or  four-  years  the  drawings  in 
every  case  have  been  justified  by  Government  interests 
apart  from  trade  interests,  although  I  am  not  saying 


that  trade  interests  were  not  concerned  or  that  they 
did  not  benefit? — -I  should  say  that  they  have  been 
justified. 

1606.  Tou  make  a  distinction  apparently  in  the 
case  of  the  currency  drawings  ? — ^Tes. 

1607.  But  there,  also,  is  it  not  the  case  that  the 
Secretary  of  State  draws  money  home  because  it  is 
his  policy  to  hold  Hf  certain  amount  of  the  currency 
gold  at  home  ? — Tes. 

1608.  But  for  that  policy  he  would  not  draw 
through  currency,  would  he  ? — ^I  think  he  would.  I 
think  in  1898,  when  this  plan  of  drawing  through 
currency  was  first  started,  the  object  was  at  that  time 
to  convenience  trade  by  selling  bills  and  transfers  at 
the  maximum  price,  at  a  time  when  the  Government 
of  India  were  not  able  to  meet  them  from  their 
treasuries. 

1609.  That  is  to  say,  it  was  a  part  of  the  policy 
to  hold  some  of  the  currency  gold  at  home,  was  it 
not  ? — I  think  not.  I  think  that  was  a  superadded 
idea  of  a  later  time.  If  you  remember,  the  intention 
of  the  Gold  Note  Act  of  1898  was  that  the  Secretary 
of  State  should  hold  gold  for  a  time  until  he  should 
choose  to  send  it  back  to  India  or  pass  it  into  his 
balances  against  a  corresponding  transfer  from  Treasury 
to  currency  reserve  in  India. 

1610.  As  a  matter  of  fact,  in  the  last  few  years  has 
the  amount  of  ctu-rency  gold  held  at  home  been  in  any 
case  excessive  ? — No,  I  think  not. 

1611.  If  it  had  been  done  in  the  interests  of  trade, 
would  there  not  have  been  the  consequence  that  the 
Secretary  of  State  would  have  held  more  gold  in  the 
currency  at  home  than  he  wished  to  hold  ioy  his  own 
purposes  ? — Tes,  it  might  be  so. 

1612.  That  is  what  I  am  putting  to  you.  Do  you 
consider  that  the  currency  gold  held  at  home  has  been 
excessive,  as  a  matter  of  fact,  from  the  point  of  view 
of  the  Secretary  of  State's  own  requirements  ? — 
Cei-tainly  not. 

1613.  I  wish  to  ask  you  now  about  the  effect  of 
Council  bills  on  the  money  market  of  India.  I  think 
you  said  in  answer  to  the  Chairman  that  the  di-awing 
of  Council  bills  does  not  reduce  the  amount  of  cm-rency 
available  in  India  ? — Tes. 

1614]  But  you  also  stated,  later  on,  that  you  were 
not  at  the  time  considering  the  question  of  loans  being 
given  by  the  Government  in  India  ? — That  is  so. 

1616.  The  two  things  are  very  much  interconnected, 
ai-e  they  not  ? — Tes,  they  are. 

1616.  I  am  not  sure  that  in  the  answer  you  gave 
the  Chau'man  you  were  not  assuming  that  nothing 
would  take  the  place  of  the  Council  bills.  If  there 
were  not  a  system  of  Council  bills,  then  the  funds  in 
payment  of  the  balance  of  trade  would  have  to  be  taken 
into  the  country  in  some  other  way  ? — Tes. 

1617.  At  the  same  time  the  amoimt  of  the  balance 
held  by  the  Government  of  India  would  be  so  much  the 
larger  ? — Tes. 

1618.  And  that  larger  balance  they  might  lend  out 
in  the  Indian  market  ? — ^Tes. 

1619.  So  that  the  two  systems  do  not  come  to  the 
same  thing  ? — No. 

1620.  Tou  would  actually  have  moi'e  money 
available  in  India  if  you  did  not  draw  on  the 
Government  of  India  by  means  of  your  Council  bills  ? — 
Certainly  there  would  be  more  money  in  India,  but 
unless  the  Government  of  India  departed  from  their 
present  practice  and  lent  out  that  money,  there  would 
not  be  more  in  the  market,  would  there  ? 

1621.  That  is  precisely  why  I  put  it  to  you  that, 
putting  aside  that  question  of  lending,  if  you  combined 
the  two  things,  you  would  have  more  money  ? — Tes,  if 
the  Government  of  India  lent  also,  there  would  be 
more  money. 

1622.  Considering  this  exchange  business  that  is 
done  by  the  Government  of  India,  the  holding  of  a  big 
balance  at  home  in  England,  the  lending  of  their 
balance,  the  holding  of  a  very  large  balance  in  India,, 
and  the  remittance  business  that  they  do  in  the 
internal  trade  of  the  country ;  you  would  agree,  would 
you  not,  that  the  Government  at  present  do,  as  a 
matter  of  fact,  run  a  very  big  banking  business  ? — 
Tes,  I  suppose  we  may  put  it  so. 
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1623.  And  there  would  be  reasons  for  considering 
any  scheme  that  got  that  banking  business  on 
commercial  lines,  that  is  to  say,  apart  from  the 
Government  part  of  it  ? — Yes. 

1624.  (Sir  Shapurji  Broacha.)  When  the  rupee 
coins  are  depleted  in  the  currency,  and  the  Secretary 
of  State  in  consultation  ■with  the  Government  of  India 
decides  that  they  require  more  rupees  in  the  currency 
depai-tment,  they  make  up  their  minds  to  coin  a  certain 
number  of  crores  of  mpees,  10,  or  whatever  it  may 
be?— Yes. 

1625.  Suppose  they  make  up  their  minds  to  coin 
4^  crores  of  rupees  to  meet  the  necessities  of  the 
ciirrency  department,  then  they  would  buy  two 
millions  of  silver  to  make  that  44  crores  of  coins,  which 
would  consist  of  3  crores  for  the  currency  department 
and  14  crores  for  the  gold  reserve  P — Tes,  approxi- 
mately. 

1626.  So  3  crores  go  into  the  currency  for  circula- 
tion and  li  crores  are  sent  in  the  shape  of  gold  here 
to  act  as  the  Gold  Standard  Reserve  ? — ^Tes. 

1627.  Therefore,  when  the  Government  of  India 
coined  this  year  15J  crores  or  16  crores,  that  was 
required  for  the  purposes  of  currency,  according  to 
your  calculations  ? — Tes. 

1628.  Tou  bought  seven  millions  of  silvfer  and  you 
put  lOi  crores  into  the  currency  department,  and 
5^  crores  you  have  got  back  in  gold  here  ? — No,  not  SJ ; 
310  lakhs  went  into  the  silver  branch  in  India  in  the 
shape  of  i-upees  held  in  the  Gold  Standard  Reserve, 
not  in  the  Paper  Currency  Reserve. 

1629.  The  profit  of  that  was  brought  into  the  Gold 
Standard  Reserve  ? — Tes ;  the  whole  profits  go  into 
the  Gold  Standard  Reserve. 

1630.  So  of  coui-se  you  do  not  coin  more  rupees 
than  you  require  ? — No. 

1631.  Of  which  for  book-keeping  two-thirds  goes 
on  account  of  currency  and  one-third  is  transferred 
in  gold  to  London  ? — Tes,  approximately.  The  exact 
fraction  of  the  profit  depends  upon  the  price  of  silver, 
of  course. 

1632.  But  the  Gold  Standard  Reserve  gets  its 
share  of  gold  ? — ^Tes. 

1633.  And  whatever  the  requirements  are  for  the 
currency  yon  coin  so  many  rupees  ? — That  is  the 
intention. 

1634.  But  you  cannot  divide  it  up  except  according 
to  your  requirements  ? — That  is  so. 

1635.  (Chairman.)  I  want  to  call  your  attention  to 
the  second  section  of  paragraph  11,  Appendix  Til.  (page 
218).  Mr.  Keynes  was  asking  you  about  the  paper  which 
yon  put  in  which  is  headed  "  Conditions  on  which 
"  the  Secretary  of  State  for  India  in  Council  is 
"  willing  until  further  notice  to  purchase  sovereigns 
"  in  transit  from  Australia  or  Egypt.'  Tou  refer 
to  that,  I  think,  in  this  paragraph  11,  where 
you  say  that  it  shows  "  the  conditions  under  which 
sovereigns  sometimes  are  purchased  "  ;  I  understand 
from  your  evidence  that  that  is  scarcely  quite  correct  ? 
— ^It  has  been  true  in  the  past.  What  I  said  was  that 
the  offer  to  purchase  in  transit  had  been  withdrawn  in 
the  year  1910  and  had  not  been  renewed  since  then. 

1636.  Were  these  conditions  only  in  force  for  a  few 
months  in  that  particular  year  ? — The  offer  was 
originally  made  in  December  1905  ;  then  it  was  with- 
drawn for  a  time  and  renewed.  It  was  withdrawn  in 
June  1906 ;  it  was  renewed  in  January  1907  and  again 
withdrawn  in  March  1907 ;  and  it  was  once  more 
renewed  and  again  withdrawn  in  1910.  Since  then  it 
has  not  been  renewed. 

1637.  In  your  paper  do  you  give  the  conditions  in 
the  form  in  which  they  were  last  issued?— In  the 
foi-m  as  revised  in  August  1910  in  which  they  would 
be  issued  if  they  were  issued  now. 

1638.  We  want  you  to  turn  now  to  the  note  on  the 
Paper  Cnrrency  Reserve  (see  Appendix  VIII.).  Would 
you  tell  me  what  was  the  reason  for  the  transfer  to  the 
Government  of  the  monopoly  of  note  issuing  in  1861  ? — 
As  I  have  stated  in  my  note,  the  Presidency  banks  had 
been  issuing  notes  for  over  20  years  before  the  intro- 
duction of  the  Paper  Currency  Act  of  1861,  but  those 
notes  had  not  been  legal  tender ;  the  total  issues  had 
been  limited  to  five  crores  of  rupees,  but  the  actual 


circulation  appears  to  have  been  considerably  less  and 
it  was  confined  almost  entirely  to  the  three  Presidency 
towns,  I  think  paper  money  was  almost  unknown  in 
the  greater  part  of  India.  I  have  got  here  a  copy  of 
the  speech  of  the  Finance  Member  of  the  Government 
of  India  in  introducing  the  Bill  for  the  establishment 
of  the  Paper  Currency  Reserve.  That  sets  forth^  m 
great  detail  the  advantages  of  a  paper  money  generally, 
and  also  the  advantages  of  managing  that  by 
Government. 

1639.  Will  you  give  me  the  name  of  the  Finance 
Minister  ? — That  was  Mr.  James  Wilson,  who  went  out 
as  Finance  Member  of  the  Governor-General's  Council 
in  the  autumn  of  1859.  He  had  previously  discussed 
the  matter  with  Sir  Charles  Wood,  the  Secretary  of 
State,  and  he  went  out  and  set  himself  at  once  to  the 
task  of  introducing  an  effective  paper  currency. 

1640.  (Sir  Bdbert  Chalmers.)  He  had  been  Financial 
Secretary  to  the  Treasury,  I  believe  ? — Tes.  If  you 
will  allow  me,  I  will  hand  in  a  copy  of  Mr.  Wilson's 
speech  (see  Appendix  X.,  page  294). 

1641.  (Mr.  Keynes.)  Is  it  not  the  case  that  Mr. 
James  WUson  died  almost  immediately  ? — Tes. 

1642.  And  that  the  actual  Bill  brought  in  was 
considerably  different  from  what  he  proposed  ? — ^Tes. 

1643.  So  that  he  is  only  responsible  for  the  original 
drafting  of  the  Government  measure  ? — Tes. 

1644.  And  not  in  any  way  for  the  actual  terms  of 
the  Act  ? — That  is  so.  Perhaps  I  might  say  in  brief 
terms  what  were  the  arguments  that  Mr.  Wilson 
adduced  va.  favour  of  a  Government  paper  currency. 
He  said  that  in  order  that  a  paper  currency  should 
fulfil  all  the  purposes  of  coin  it  was  necessary  that  it 
should  be  legal  tender  everywhere  except  at  the  place 
of  its  issue;  and  the  securities  for  payment  of  the 
notes  must  be  absolute  and  undoubted.  If  a  bank 
were  charged  with  the  issue  of  notes,  it  would  have  to 
be  required  not  only  to  deposit  secuiities  which  would 
ensure  the  ultimate  payment  of  the  notes,  but  also  a 
proper  resei-ve  of  bullion  to  secure  their  prompt  and 
immediate  payment.  He  did  not  think  it  would  be 
practicable  for  any  bank  such  as  could  be  established 
in  India  to  comply  with  these  requirements,  consis- 
tently with  its  duty  towards  the  great  body  of  its 
creditors.  The  system  was  only  practicable  in  the 
case  of  the  Bank  of  England,  owing  to  its  very  large 
capital  and  the  absolute  separation  between  its  banking 
and  issuing  departments.  The  Government  of  India,  he 
said,  proposed  to  take  the  issue  department  of  the  Bank 
of  England  as  their  model.  Not  only  would  such  an  issue 
department  possess  a  security  greater  perhaps  than  that 
of  any  bank  issue  in  the  world,  but  there  would  be  a  large 
direct  profit  to  the  State  from  the  interest  derived 
from  the  fiduciary  portion  of  the  reserve  and  an  indirect 
advantage  in  the  improvement  of  the  Government 
credit  from  the  purchase  of  securities  for  the  paper 
cuirency  resei-ve.  I  should  mention  that  Mr.  Wilson's 
BiU  did  not  become  law  without  considerable  modifica- 
tions, the  principal  being  that  the  lowest  denomination 
of  note  was  fixed  at  10  rupees  instead  of  five,  and  that 
the  fiduciaiy  portion  of  the  reserve  was  limited  by  the 
Act,  as  passed,  to  foui-  crores  of  rupees  instead  of 
two-thirds  of  the  note  circulation  as  proposed  by 
Mr.  Wilson. 

1645.  (Chairman.)  What  is  the  present  proportion 
of  the  fiduciary  issue  ?— The  present  proportion  of  the 
fiducia,ry  issue  is  about  20  percent,  of  the  whole  of  the 
note  circulation. 

1646.  The  actual  amount  of  the  fiduciary  issue  has 
been  steadily  increased  from  time  to  time,  has  it  not  ? 
— Tes,  it  was  originally  limited  to  4  crores,  then  it 
was  raised  to  6  crores  in  1872,  to  8  crores  in  1890,  to 
10  crores  in  1896,  to  12  crores  in  1905,  and  to' 14 
crores  in  1911.  The  12  crores  were  to  include  2  crores 
of  securities  of  the  United  Kingdom  or  securities 
issued  by  the  Secretary  of  State  for  India  in  Council, 
and  the  14  crores,  4  crores  of  such  securities.  That  is 
the  position  at  the  present  time. 

1647.  There  has  been,  as  you  say,  a  steady  increase 
in  the  total  amount  of  fiduciary  issue ;  has  the  propor- 
tion grown  or  does  it  remain  about  the  same  ? The 

proportion  is  decidedly  low;  it   is  lower  than  it  has 
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been,  I  shoiild*say,  at  any  time ;  it  is  about  20  per 
cent. 

1648.  It  lias  been  as  bigb,  I  tbink,  as  40  per  cent.  ? 
— In  1874  it  was  as  mucb  as  61  per  cent.,  but  tbe 
wbole  amount  of  the  note  issue  was  mucb  smaller  tben ; 
now  it  is  larger. 

1649.  What  is  the  table  to  which  you  are  referring 
at  the  moment? — ^It  is  Table  I.  of  Note  I.  to 
Appendix  VIII.  (pp.  248-9). 

1650.  {Sir  Robert  Chalmers.)  Could  you  tell  us  the 
class  of  securities  in  which  Mr.  Wilson  proposed  the  fidu- 
ciary issue  should  be  invested  ? — I  think  his  proposal 
was  that  they  should  be  securities  of  the  Government 
of  India,  as  they  were,  as  a  matter  of  fact,  at  first. 

1651.  {Chairman.)  I  understand  that  the  non- 
fiduciary  portion  of  the  reserve  was  held  in  silver  up 
tUl  1893  ? — Not  entirely ;  there  was  a  period  during 
which  a  portion  of  it  was  held  in  gold. 

1652.  Before  1893  ?— Yes.  The  Paper  Cun-enoy 
Act  of  1861  provided  for  the  issue,  under  notification 
of  the  Government  of  India,  of  notes  against  gold  coin 
or  gold  bullion.  A  notification  of  that  kind  was  issued 
under  the  Act  on  the  23rd  November  1864,  directing 
that  Government  currency  notes  should  until  further 
notice  be  issued  at  currency  ofiioes  and  agencies  of  issue, 
in  exchange  for  sovereigns  and  half-sovereigns  calcu- 
lated at  the  rate  of  10  and  5  rupees — 10  mpees  for  the 
sovereign — to  an  extent  not  exceeding  one- fourth  of 
the  total  amount  of  issues  represented  by  coin  or  by 
coin  and  bullion  in  each  circle.  At  the  same  time 
another  notification  was  issued  to  the  effect  that  until 
further  notice  sovereigns  and  half-sovereigns  would  be 
received  at  Indian  treasuries  in  payment  of  sums  due 
to  the  Government  as  the  equivalent  of  10  and  5  rupees 
respectively,  and  that  sovereigns  and  half-sovereigns 
would  also  be  paid  at  the  same  rates  to  any  persons 
willing  to  receive  them  in  payment  of  claims  against 
Government.  If  you  will  look  at  Table  I.  of  Note  I. 
to  Appendix  VIII.  (pp.  248-9),  you  will  see  that  as  a 
consequence  of  the  first  of  these  notifications  gold 
was  held  in  the  Currency  Reserve  on  a  small  scale  in 
1864-5  and  a  few  subsequent  years,  but  apparently 
ceased  to  come  in  after  1870-1,  the  fall  in  the  price 
of  silver  rendering  the  notification  a  dead  letter.  I 
have  here  copies  of  these  notifications. 

1653.  In  the  early  stages  the  whole  of  the  reserve 
was  held  in  India,  was  it  not  ? — Yes. 

1654.  But  in  1898  a  portion  of  it  was  held  in 
London  ? — Yes. 

1655.  Originally  as  a  temporary  measure  ? — Yes. 

1656.  What  was  the  reason  for  that  ? — The  reason 
was  the  excessive  demand  for  the  Secretary  of  State's 
bills  which  the  Government  of  India  were  not  able  to 
meet  from  their  Treasury  balances  ;  at  any  rate,  not 
able  to  meet  conveniently  from  their  Treasury  balances. 
The  object  of  this  Act  (Act  II.  of  1898)  was  to  enable 
them  to  meet  the  drawings  for  the  convenience  of  trade 
from  the  Paper  Cmrency  Reserve,  the  Secretary  of  State 
setting  aside  gold  to  the  Paper  Currency  Reserve  in 
London  to  the  same  extent  that  the  Government  of 
India  took  out  money  from  the  Paper  Currency  Reserve 
in  India  to  meet  his  drawings.  That  was  the  beginning 
of  the  holding  of  gold  in  London. 

1657.  Should  I  be  right  in  saying  that  to  that 
extent  the  Paper  Currency  Reserve  was  used  to  supple- 
ment the  deficiencies  of  the  Gold  Standard  Reserve  ? 

Hardly,  I  think,  but  to  supplement  the  deficiencies 

of  the  Indian  treasuries. 

1658.  The  inability  of  the  Indian  Treasui:y  to  meet 
the  demands  of  ti-ade  P^Yes. 

1659.  Was  the  step  required  by  the  necessities  of 
the  Secretary  of  State,  or  was  it  wholly  caused  by  his 
desire  to  meet  the  demands  of  trade  ?— The  arrange- 
ment was  made  in  communication  with  the  Government 
of  India.  I  think  that  the  Government  of  India  were 
quite  as  ui-gent  in  desiring  this  legislation  as  the 
Secretary  of  State  was. 

1660.  At  that  time  gold  was  not  legal  tender,  I 
think?— No,  it  was  not  legal  tender  until  the  foUowing 
year— .1899. 

1661  Practically  the  effect  was  the  same  as  an 
increase  of  the   fiduciary  issue    of    notes  ?— It    was 


similar  to  that;  so  was  the  notification  of  1893  under 
which  gold  notes  could  be  issued  against  gold  in  India. 

1662.  {Sir  Robert  Chalmers.)  Was  the  difference 
more  than  this,  that  gold  was  not  in  1898  actually 
legal  tender,  but  was  merely  received  ? — That  is  so. 
It  was  received  at  the  value  of  15  rupees  to  the  £,  but 
it  was  not  legal  tender  until  1899. 

1663.  That  had  been  the  case  since  about  1893  ? 
—Yes. 

1664.  {Chairmam,.)  Then  this  measure  of  1898,  which 
was  at  first  adopted  as  a  temporary  provision,  was 
extended  by  the  Act  of  1900,  and  subsequently  made 
permanent  by  the  Act  of  1902  ? — Yes. 

1665.  On  what  grounds  ? — Here  I  might  perhaps 
read  to  you  an  extract  from  the  speech  of  the  Finance 
Member  of  the  Governor- General's  Council  in  intro- 
ducing the  Bill  in  1900. 

1666.  Will  you  give  us  the  name  of  the  Finance 
Member  again  ? — That  was  Sir  Edward  Law.  He 
said :  "  The  silver  from  which  the  rupees  are  to  be 
"  coined  naturally  has  to  be  bought,  and  under  the 
"  provisions  of  the  present  Act  the  Secretary  of  State 
"  has  been  obliged  to  use  his  Treasury  balances — the 
"  resources  outside  the  Paper  Currency  Reserve — for 
'■  the  purchase  of  that  silver,  and  this  has  caused 
"  considerable  difficulty.  Being  unable  to  touch  the 
"  funds  in  the  Paper  Currency  Reserve  we  were 
"  obliged  to  find  fresh  anoney  for  our  purchases,  and 
"  the  result  was  that  we  were  locking  up  money  in 

'  two  different  places  at  one  and  the  same  time  for 
"  one  and  the  same  purpose.  We  were  holding  gold 
"  which,  owing  to  the  requirements  of  the  Currency 
"  Reserve,  we  could  not  touch,  and  we  were  holding 
"  silver  to  be  coined  into  rupees  to  be  put,  when 
"  coined,  into  the  Cui-rency  Reserve  in  place  of  that 
"  gold.  The  proposals  now  made  will  enable  us  to 
■'  consider  silver  bought  for  coinage  as  forming  part 
"  of  the  Currency  Reserve  and  will  enable  the  Secre- 
"  tary  of  State  to  use  the  gold  in  the  Currency 
"  Reserve  for  the  purchase  of  silver.  At  the  exact 
"  moment  when  the  gold  in  the  Currency  Reserve  is 
"  converted  into  silver  the  silver  bullion,  which  is  in 
'•  equally  safe  keeping,  takes  its  place  as  part  of  the 
"  Currency  Reserve.     .  .     This  arrangement  will 

"  be  a  great  convenience  and  save  us  the  necessity  of 
"  finding  money  for  the  purchase  of  silver."  The 
provision  in  the  Act  of  1900  is  :  "  The  silver  bullion  so 
"  purchased  shall,  until  rupees  are  added  to  the 
"  Currency  Reserve  under  clause  C  of  this  subsection, 
"  take  the  place  of  the  gold  so  expended  as  security 
"  for  the  currency  notes  issued." 

1667.  The  next  step  in  the  history  of  the  reserve,  I 
think,  is  the  Act  of  1905  ? — Yes.  What  I  was  reading 
from  was  the  speech  on  the  introduction  of  the  Act  of 
1900,  which  was  not  the  one  that  made  the  system 
permanent,  but  the  one  which  extended  it  for  a  time 
and  also  provided  for  the  purchase  of  silver  from  the 
gold  held  in  the  reserve.  Then  there  was  an  Act  of 
1902  which  made  the  previous  Act  permanent. 

1668.  Was  it  brought  forward  for  the  same  reason  .^ 
— For  the  same  reason.  Also  at  that  time  the  advan- 
tage had  come  to  be  realised  of  holding  gold  in  this 
country  as  a  support  of  exchange  in  a  time  of  crisis. 
That  was  adduced  then  as  one  of  the  arguments  for 
making  this  system  permanent. 

1669.  The  primai-y  object  of  the  Gold  Standard 
Reserve  is  to  support  exchange  ? — Yes. 

1670.  To  that  extent  I  was  right,  was  I  not,  in 
saying  that  this  use  of  the  Currency  Reserve  is  to 
supplement  a  deficiency  in  the  Gold  Standard  Reserve  ? 
— Yes,  to  supplement  it. 

1671.  If  the  Gold  Standard  Reserve  were  greater, 
would  there  be  any  good,  from  the  point  of  view  of 
exchange,  in  using  the  Paper  Currency  Reserve  in  this 
way? — No.  If  one  could  regard  the  Gold  Standard 
Reserve  as  absolutely  sufficient — ^we  hope  it  may  be 
some  day — ^then  the  need  for  holding  part  of  the  Paper 
Cm-rency  Reserve  in  London  would  to  some  extent 
disappear ;  but  that  convenience  would  always  remain 
of  having  gold  here  which  we  could  convert  at  once 
into  silver  without  keeping  money  lying  idle  for  any 
time. 
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1672.  The  reasons  which  were  given  by  Sir  Edward 
Law  ? — Tes. 

1673.  The  Act  of  1905,  I  think,  enlarged  the  Ust  of 
securities  that  could  be  held  on  account  of  the  Paper 
Currency  Reserve  ;  was  that  not  so  ? — Tes. 

1674.  Will  you  tell  me  briefly  what  new  class  of 
securities  it  introduced  ? — Sterling  securities,  that  is  to 
say,  either  British  Government  securities  or  the  sterling 
securities  of  the  Secretary  of  State  in  Council — sterling 
loans.  I 

1675.  What  was  the  reason  for  doing  that  ? — It  was 
thought  that  in  a  cmrency  crisis  in  India,  when  there 
was  a  I'un  upon  the  currency,  probably  rupee  securities 
would  be  much  more  affected  than  sterling  securities. 
That  was  the  reason  set  forth  in  the  Financial  Statement 
of  the  Government,  and  I  have  got  a  copy  of  .a  quota- 
tion on  that  point  if  you  would  like  to  have  it  (see 
paragraph  7  of  letter  from  the  Government  of  India 
dated  18th  August  1904,  Note  11.  to  Appendix  VIII., 
page  255). 

1676.  I  need  not  trouble  you  to  put  it  in  if  you 
would  give  me  the  reason  ? — That,  in  fact,  is  what  the 
reason  was. 

1677.  Then  in  1911  a  fui-ther  Act  yvas  passed,  which 
limited  the  amount  of  British  Government  securities 
that  could  be  held ;  was  that  not  bo  ? — Tes.  It  rather 
raised  the  limit.  The  limit  under  the  Act  of  1905  to 
the  amoimt  of  sterling  securities  had  been  2  crores  out 
of  a  total  of  12  crores,  and  this  Act  raised  the  limit  to 
4  crores  out  of  a  total  of  14  crores. 

1678.  What  principle  governed  those  several  limits, 
by  what  i-ules  or  by  what  instnictions  were  they  fixed  ? 
— What  governed  the  relationship  of  the  whole  of  the 
fiduciary  portion  to  the  whole  of  the  note  issue,  I  think, 
was  a  general  idea  of  a  proportion — two-fifths  of  the 
active  circulation,  or  something  of  that  kind.  As 
regards  the  limit  to  the  sterling  portion  of  the  invested 
part  of  the  i-eserve,  I  think  the  idea  was  that  while  the 
Government  regarded  it  as  desirable  to  hold  a  portion 
of  the  fiduciary  reserve  in  sterling  securities,  they  had 
no  intention  of  going  in  that  direction  beyond  a 
moderate  limit,  and  there  was  no  intention  of  buying 
sterling  securities  in  displacement  of  any  part  of  the 
rupee  holding.  They  did  not  want  to  .transfer  the 
whole  invested  portion,  or  anything  like  the  whole, 
from  rupee  securities  into  sterling  securities. 

1679.  How  is  it  settled  how  much  gold  shall  be  held 
in  India  and  in  London  respectively  on  account  of  the 
paper  currency  reserve .' — I  think  that  that  has  only 
been  settled  from  time  to  time,  without  any  estab- 
lished proportion  between  the  two.  As  I  was  saying 
this  morning,  I  think  the  tendency  lately  has  been 
rather  to  look  with  much  more  favour  upon  a  large 
holding  of  gold  than  formerly,  and  that  now  the  position 
is  this — that  if  we  hold  a  sufficient  supply  of  silver 
according  to  the  formula  adopted  a  few  yeai'S  ago,  that 
is  to  say,  if  we  have  24  crores  in  all,  18  crores  being  in 
the  currency  reserve  and  six  crores  in  the  gold  standard 
reserve,  at  the  beginning  of  the  busy  season,  and  if  we 
have  not  tess  than  17|  crores  in  the  two  combined  at 
the  end  of  the  busy  season,  of  which  at  least  15  crores 
would  be  in  the  currency  reserve — subject  to  that,  and 
to  having  14  crores,  as  at  present  it  is,  invested,  the 
amount  of  notes  issued  against  gold  may  increase 
automatically  to  any  extent  that  gold  flows  into  the 
country  in  the  course  of  trade. 

1680.  The  gold  which  is  held  in  London  in  the 
paper  currency  reserve  is,  I.  understand,  ear-marked  at 
the  Bank  of  England ;  is  that  so  ? — Tes. 

1681.  What  is  the  precise  process  by  which  that  is 
eflected  ? — We  wi-ite  a  letter  to  the  Bank  of  England 
asking  them  to  set  aside  a  certain  sum  amounting  to 
so  many  hundred  thousands  of  sovereigns  to  a  deposit 
account  of  the  Secretary  of  State  called  the  gold 
deposit  account  of  the  paper  currency  resei-ve.  That 
is  against  the  Secretary  of  State's  cash  balances, 
of  course.  Then  we  at  once  inform  the  Government  of 
India  that  that  has  been  done,  so  that  simultaneously 
they  will  issue  notes  against  that  sum  so  set  aside. 

1682.  Does  the  bank  make  any  chai-ge  for  that  ? 

Not  for  the  actual  process  of  earmarking,  but  they 
make  a  small  charge  qf  ^^d.  per  cent,  per  year  for 
holding  the  gold.     That  is  all  they  charge. 


1683.  Have  they  always  made  a  charge  ?— ^es.  I 
think  at  first  when  the  amount  held  was  smaller  they 
charged  jLjd.,  then  when  the  amount  was  increased  to 
about  five  millions  amd  it  was  arranged  that  the  usual 
holding  should  be  as  large  an  amount  as  five  milhons, 
they  reduced  their  charge  to  -^d.,  which  has  been  m 
force  ever  since.  . 

1684.  What  do  you  regard  that  charge  as  being 
payment  for?  Is  it  for  the  cost  of  storage  room,  or 
what  ?— Storage  room,  and,  I  suppose,  safe  custody. 

1685.  I  think  I  have  seen  it  suggested  that  the 
presence  of  this  earmarked  gold  in  London  is  really 
taken  into  account  by  the  City  and  by  people  who  are 
responsible  for  the  London  gold  reserves  genera,lly, 
and  that  the  earmarked  gold  is  regarded  as  a  possible 
source  of  relief  in  a  crisis  here ;  what  do  you  say  to 
that  ?— I  think  that  is  rather  an  alarmist  impression. 
I  suppose  the  suggestion  is  that,  if  the  Bank  of  England 
reserves  of  gold  were  very  short,  the  Secretary  of  State 
might  conceivaltly  agree  to  release  gold  held  by  him  at 
the  Bank  of  England  against  an  equivalent  credit  to 
his  cash  balances.  The  result  would  be  equivalent  to  a 
remittance  of  Treasuiy  balances  from  India  to  England 
against  a  corresponding  transfer  of  cun-ency  reserve 
from  England  to  India.  The  Government  of  India 
would  have  to  transfer  from  their  Treasury  balances  to 
then-  currency  reserve  a  sum  exactly  equivalent  to  the 
sum  transferred  in  the  converse  direction  here.  I  do 
not  think  there  is  any,  reason  to  fear  that  any  such 
transfer  would  be  made  between  the  Treasury  and  the 
currency  reserve  xmless  it  could  be  justified  in  the  eyes 
of  the'  Indian  public  as  being  in  the  interests  of  India. 

1686.  Then  reference  has  been  made  to  a  reserve 
of  ingots  ? — The  ingot  reserve  was  a  reserve  that  was 
held  for  a  certain  time  in  India  in  the  shape  of  silver 
ingots  which  had  gone  through  certain  stages  of 
preparation  for  coinage  but  were  not  coined.  This 
reserve  was  held  in  a  shape  in  which  it  was  convertible 
into  rupees  at  about  five  days'  notice,  and  it  was  held 
as  part  of  the  currency  reserve  ;  consequently  notes 
were  issued  against  it,  at  the  rate  of  15  mpees  to  each 
11.  worth  of  silver.  I  confess  I  do  not  quite  appreciate 
the  value  of  this  form  of  reseiwe,  and  it  was  superseded 
in  1906  by  a  reseiwe  of  coined  silver,  namely,  600  lakhs 
of  rupees,  being  held  outside  the  paper  currency 
resei-ve,  that  is,  in  the  gold  standard  reseiwe. 

1687.  Then  there  is  no  ingot  reserve  to-day  ? — 
There  is  no  ingot  reserve  now. 

1688.  In  paragraph  38  of  Appendix  VIII.  you 
quote  from  the  financial  despatch  to  the  Secretary 
of  State,  which  says :  "  From  first  to  last  our  only 
"  practical  difficulty  has  been  the  timely  provision  of 
"  rupees,  and  notwithstanding  various  improvements 
"  of  method  that  difficulty  stiU  remains,  and  as  recent 
"  experience  has  again  shown,  it  constitutes  a  real 
"  danger"  (page  245)  ?— That  expressed  the  Govern- 
ment of  India's  view  of  their  difficulties. 

1689.  How  did  that  arise  ? — I  think  it  was  in  this 
way  :  The  Government  allowed  themselves  to  get  very 
dangerously  short  of  rupees  in  1900.  As  you  know, 
the  policy  was,  after  the  closing  of  the  Indian  mints' 
to  refrain  from  any  new  coinage  until  the  silver 
reserves  had  run  down  quite  low ;  and  that  was  per- 
sisted in  until  1900.  Then  the  supplies  were  found  to 
be  seriously  short,  and  coinage  had  to  be  undei-taken 
in  a  hurry  and  to  a  large  extent.  At  several  other 
times  between  1900  and  1906.  when  that  passage  was 
written,  although  the  stock  of  rupees  in  the  currency 
reserve  was  not  excessively  low,  the  drain  on  it  was 
sufficiently  severe  to  create  nervousness  and  appre- 
hension in  commercial  circles  as  to  the  sufficiency  of 
the  stocks.  Perhaps  I  might  say  that  the  difficulties 
of  the  Government  of  India  were  as  much  on  account 
of  the  apprehension  of  their  reserves  falling  too  low 
as  upon  finding  those  resei-ves  practically  and  actually 
too  low. 

1690.  Has  there  ever  been  any  actual  difficulty  in 
supplying  the  demand  ?— I  think  in  1900  there  actually 
was.  ■' 

1691.  But  not  since  that  time? — Not  since  that 
time.  Sometimes  the  drain  of  rupees  out  of  the 
currency  reserve  has  been  so  rapid   that  it  has  led 
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to    apprehensioijs  that  there   might  not  be    enough 
rupees. 

1692.  The  demands  on  the  currency  resei've  are 
very  uncertain,  are  they  not  ? — They  are  very  unequal, 
that  is  to  say,  in  a  season  of  very  active  trade  there  is  a 
very  large  outflow  of  rupees  during  the  active  months 
of  the  year,  and  a  partial  return  during  the  dull  season  ; 
on  the  other  hand,  in  a  season  of  bad  trade  like 
1908-9  there  is  nothing  but  a  return  of  rupees  from 
cirotdation  the  whole  time,  so  that  you  get  a  very 
great  and  excessive  accumulation,  as  I  have  set  forth 
in  my  note,  of  rupees. 

1693.  Owing  to  the  large  restriction  in  the  currency 
brought  about  by  natural  causes  ? — Yes. 

1694.  It  has  been  suggested  that  the  opening  of  a 
centi-al  bank  for  India  and  the  transfer  to  it  of  the 
management  of  the  paper  currency  would  be  an 
improvement ;  have  you  anything  to  say  as  to  that 
suggestion  ? — It  is  a  very  large  question,  and  I  feel 
great  diffidence  in  expressing  an  opinion  upon  it.  It 
seems  to  me  that  some  of  the  arguments  that  were 
urged  by  Mr.  Wilson  in  favour  of  a  currency  managed 
by  the  State  perhaps  still  hold  good,  such  as  the 
view  that  you  would  not  get  in  India  a  bank  with  a 
very  large  capital  capable  of  earning  a  profit  and 
large  enough  to  be  entrusted  with  this  veiy  large  and 
gr'owing  currency.  The  amount  of  cun-enoy  note 
circulation  in  India  has  now  got  up  to  69  crores, 
which  represents  46  millions  in  sterling ;  if  this  goes 
on  it  will  very  soon  be  as  large  as  the  whole  note 
issue  in  this  country.  It  is  a  very  large  circulation 
indeed. 

1695.  Supposing  it  were  possible  to  create  a  central 
bank  of  sufficient  strength  to  bear  that  responsibility, 
would  you  see  any  advantage  in  its  being  transferred 
to  such  a  bank  P  —  I  think  that  rather  raises  the  question 
whether  the  present  system  is  defective,  and  what  are 
the  defects  in  the  present  system.  Perhaps  the  Com- 
mission will  hear  more'evidence  on  that  poiat.   , 

1696.  I  was  putting  my  question  to  you  rather  as 
an  administrator.  Do  you  think  that  the  Secretary  of 
State  would  be  glad  to  be  relieved  of  a  portion  of  the 
responsibility  which  now  falls  upon  him  in  these 
matters  ? — I  am  not  sure ;  I  hardly  think  that  he 
would.  I  have  seen  a  central  bank  advocated  rather 
as  a  means  of  restricting  the  flow  of  gold  into 
India,  and  that  is  a  point  of  view  that  I  cannot 
understand  exactly,  because  though  I  can  understand 
that  extended  banking  facilities  would  economise  the 
use  of  gold  in  India  perhaps,  I  do  not  see  how  that 
could  check  the  influx  of  gold  into  India  which  was 
required  by  the  balance  of  trade. 

1697.  Prom  what  you  have  said  it  is  clear  that  the 
use  of  notes  has  been  very  much  extended  in  India  in 
recent  years  P — ^Yes,  very  much. 

1698.  The  extension  has  been  almost  in  geometric 
ratio  ? — It  has. 

1699.  That  is  all  to  the  good  P— I  suppose  that  is 
all  to  the  good.  I  think  it  has  been  very  largely  due 
to  the  universalisation  of  some  of  the  denominations 
of  notes,  making  them  eneashable  outside  their  own 
circle. 

1700.  Are  they  now  eneashable  over  the  whole  of 
India  P — They  are  with  one  or  two  exceptions.  There 
are  .  one  or  two  notes  that  have  not  been  imiversalised 

yet  ^.  . 

1701.  Now  I  want  to  ask  you  some  questions  with 
reference  to  something  you  said  this  morning.  Tou 
have  just  told  me  that  you  consider  it  an  advantage  to 
have  a  large  note  circulation  ? — Yes,  I  do. 

1702.  This  morning  you  said  in  reply  to  Sir  Shapurji 
that  the  Government  of  India  and  the  Secretary  of 
State  had  no  desire  to  discourage  the  free  influx  of 
gold  into  India  P— That  is  so. 

1703  In  answer  to  Sir  Ernest  Cable  you  went  a 
little  further,  and  I  think  you  said  that  you  would 
wish  everything  to  be  done  to  encourage  gold  to  go 
into  circulation  P— Into  circulation,  yes. 

1704  Why  '  You  have  a  paper  cun-ency  and  you 
have  a  silver  token  currency,  and  you  say  it  is  very 
desirable  that  the  paper  cui-rency  should  be  increased 
as  much  as  possible;  then  why  do  you  want  to  increase 
the   "Old  currency?— Because  in  India  I   go  on  the 


idea  that  so  far  as  gold  might  displace  rupees  in 
circulation,  the  exchange  would  be  on  a  soundei- 
basis. 

1705.  That  would  only  be  the  case  if  the  gold 
which  was  in  circulation  was  available  for  the  support 
of  exchange  in  a  time  of  crisis  ? — That  is  so. 

1706.  Does  your  experience  lead  you  to  think  that 
it  is  so  available  ?  —  Certainly  the  experience  of 
1907-8  and  1908-9  does  not  show  that  it  was  used  to 
any  large  extent  for  that  purpose,  but  one  cannot  help 
hoping  that  if  it  became  more  widely  in  circulation  it 
would  serve  that  purpose. 

1707.  A  great  deal  of  gold  was  issued  in  that  time 
probably  through  the  Treasuries  ? — A  good  deal  was 
issued,  but  the  Government  of  India  found  themselves 
obliged  to  restrict  the  issues,  as  the  drain  upon  their 
gold  reduced  it  to  such  a  very  small  quantity  that  they 
were  not  able  at  one  time  to  meet  all  the  demands 
upon  it. 

1708.  I  think  we  have  had  it  wi  evidence  that  over 
4J  millions  was  actually  issued  ? — That  is  so. 

1709.  And  that  not  more  than  a  quarter  of  a  million 
was  exported  P — I  think  that  is  so. 

1710.  Would  it  not  a,ppear  from  those  circumstances 
that  the  gold  which  is  issued  in  a  time  of  crisis  does 
not  support  exchange  P — Yes.  That  was  rather  the 
experience  of  1907-8. 

1711.  There  is  always  a  certain  tendency  to  hoard 
the  precious  metals '  in  India,  is  there  not  ? — Yes, 
there  seems  to  be. 

1712.  Does  the  history  of  that  crisis  and  of  the 
dealings  in  gold  at  that  time,  support  the  idea  that  in 
a  moment  of  crisis  the  tendency  to  hoard  is  even 
greater  than  usual  P — I  do  not  know ;  I  am  not  sure 
that  the  evidence  shows  that. 

1713.  At  any  rate,  it  does  show  that  as  far  as  it 
can  be  traced  very  little  advantage  was  derived  at 
that  time  for  the  support  of  exchange  from  the  gold 
in  circulation  P — Yes. 

1714.  And  that  the  gold  which  had  gone  into 
circulation  had  either  remained  in  circulation  in  India 
or  was  hoarded  ? — Yes. 

1715.  But  was  not  used  to  support  exchange  P — • 
That  is  so. 

1716.  Do  you  still  think  that  it  is  of  real  import- 
ance to  increase  the  gold  circulation  in  the  hope  of 
supporting  exchange  ? — I  cannot  help  thinking  that 
the  more  gold  supersedes  silver  in  circulation,  the 
smaller  is  the  necessity  for  coining  silver  and  the 
whole  circulation  gets  more  nearly  on  a  gold  basis. 
Then  any  coining  of  silver,  one  must  remember, 
depletes,  our  resources  of  gold  which  we  hold  for  the 
support  of  exchange,  that  is  to  say,  if  we  buy  silver  to 
be  coined  into  rupees  by  directly  taking  out  gold  from 
the  currency  reserve  here,  that  directly  weakeiis  our 
gold  resources;  on  the  other  hand,  if  we  pay  for  the 
silver  by  the  sale  of  Council  Bills,  that  has,  I  think,  the 
same  effect,  only  in  a  more  gradual  way,  because  the 
larger  our  drawings  to  pay  for  that  silver,  the  less 
gold  will  go  into  India  for  some  time. 

1717.  Of  course  at  a  moment  of  crisis  like  that, 
the  currency  would  be  restricted,  natuiully  ? — I  do  not 
think  that  the  currency  was  so  veiy  much  restricted  at 
that  period,  because  silver  came  back  very  largely 
from  circulation  into  the  reserve. 

1718.  The  amount  of  silver  in  circulation  would  be 
less  ftt  a  moment  of  crisis  than  it  had  been  in  the  last 
prosperous  year  before  ? — Yes,  the  amount  in  circula- 
tion would  be. 

1719.  Therefore,  the  Secretary  of  State  would  not 
be  buying  silver  at  that  moment  ? — No. 

1720.  Did  not  the  answer  you  gave  me  just  now 
depend  upon  the  assumption  that  the  Secretary  of 
State  would  be  buying  silver  at  that  time  ? — ^I  did  not 
mean  that  he  would  be  buying  in  a  crisis  like  that.  I 
meant  that  the  greater  the  extent  to  which  the 
sovereign  supersedes  the  rupee  in  cu-culation  the 
smaller  will  be  the  general  need  for  the  coinage  of 
rupees,  and  the  less  will  be  the  pennanent  perennial 
need  for  coining  more  rupees. 

1721.  On  the  other  hand,  the  more  the  sovereign 
goes  into  circulation  and  displaces  the  iiipee,  the  less 
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gold  you  will  ha.ve  immediately  available  in  youi'  paper 
currency  reserve  ? — Yes,  that  would  be  so. 

1722.  Would  not  any  advantage  that  you  get  from 
the  greater  amount  of  gold  in  circulation  be  counter- 
balanced by  the  disadvantage  of  having  less  gold 
immediately  available  in  your  reserve  ? — It  looks  as  if 
it  would  be  so. 

1723.  Is  not  gold  in  your  paper  currency  reserve 
of  greater  use  to  you,  at  any  rate,  for  the  maintenance 
of  exchange  in  a  time  of  crisis  than  gold  in  circulation  ? 
— I  must  admit  that  that  seems  to  be  so. 

1724.  Thinking  the  matter  over,  do  you  still  hold 
that  it  is  to  the  interests  of  the  Indian  Government  to 
Induce  people  to  put  gold  into  circulation  ? — ^I  would 
not  like  to  say  it  was  to  their  interest  to  induce  people 
to  put  gold  into  circulation  exactly. 

1725.  1  quite  understand ;  you  would  desire  to  give 
them  whatever  they  want? — To  give  them  every 
facility,  as,  in  fact  the  Government  does  now. 

1726.  Do  you  think  on  reflection  that  it  is  better 
for  the  Government  of  India  and  for  Indian  interests 
if  they  take  gold  out,  or  if  they  take  silver  ? — I  must 
say  I  am  not  quite  convinced  that  a  large  quantity  of 
sovereigns  in  circulation  would  not  be  a  good  thing  if 
the  balance  of  trade  is  sufficient  to  maintain  a  large 
stock  in  the  currency  reserve  as  well. 

1727.  {Lord  Faher.)  Pursuing  the  argument  of  the 
Chairman  at  this  moment  as  to  what  I  would  call  the 
different  kinds  of  money,  I  suppose  you  will  agree  with 
me  in  thinking  that  there  are  practically  four  kinds  of 
money  in  use  now — (1)  silver,  (2)  gold,  (3)  notes,  (4) 
best  of  all,  cheques  ? — Yes. 

1728.  Do  you  agree  with  me  in  thinking  that  the 
worst  of  these  is  silver,  because  it  is  so  very  bulky, 
and  that  if  you  have  to  pay  everything  in  silver  it  is 
not  convenient  for  trade,  and  therefore  gold  is  better 
than  silver  because  it  is  much  less  bulky  ? — That  is  so. 

1729.  Notes,  again,  are  better  than  gold,  because 
notes  are  handier  and  it  saves  the  wear  and  tear  of  the 
gold,  and  you  can  cover  the  notes  ? — Yes. 

1730.  Then  again  there  is  the  cheque,  which  is 
better  than  everything  else,  and  is  the  system  we  have 
at  home  practically  ? — Yes. 

1731.  So  that  really  one  of  the  arguments  in 
favour  of  gold  as  against  silver  is  that  it  is  much  more 
easily  handled  ? — Yes. 

1732.  I  suppose  the  very  fact  of  earmarking  gold 
and  advertising  it  as  being  ear-marked  places  it  outside 
the  market  at  home,  and  the  market  knows  it  ? — 
Certainly. 

1733.  {Sir  Robert  Chalmers.)  What  profits  do  you 
make  on  an  average  from  the  note  issue  of  the 
Government  of  India  ? — Do  you  mean  from  the'invested 
reserve  ? 

1734.  What  profit  is  there  on  the  issue  taken  as  a 
whole,  net  ? — The  receipts  consist  almost  entirely  of  the 
interest  on  the  investments.  The  invested  amount  is 
14  crores,  that  is  to  say,  9f  millions  sterling.  I  cannot 
say  exactly  at  what  prices  all  those  securities  have 
been  bought,  so  anything  we  say  would  have  to  be  a 
rough  estimate.  In  the  year  1911-2  the  receipts 
amounted  to  306,9022.,  the  charges  to  155,536J.,  and 
the  net  profit  to  151,266Z. 

1735.  Anyhow  a  substantial  profit  is  made  from  the 
note  issue  which  is  in  the  hands  of  the  Government .'' 
—Yes. 

1736.  Were  the  issue  handed  over  by  the  Govern- 
ment to  a  bank,  with  that  presumably  would  go  the 
profit  in  whole  or  in  part  ? — Yes. 

1737.  Do  you  see  any  particular  reason  for  handing 
over  that  profit  ? — Personally  I  must  say  I  do  not. 

1738.  Now  about  the  securities ;  in  the  main  they 
are  rupee  securities  in  India,  are  they  not  ? — Yes. 

1739.  Supposing,  which  Heaven  forbid,  there  were 
a  i"un  and  people  wanted  actual  legal  tender  coin  in 
lieu  of  their  notes,  do  you  conceive  that  it  would  be 
possible  to  realise  to  any  large  extent  in  India  the 
Indian  rupee  securities  held  against  the  note  issue  ? — 
I  am  afraid  any  very  large  realisation  on  the  Indian 
market  would  depress  the  price  very  seriously. 

1740.  Conceivably  you  could  imagine  the  case 
where  you  might  not  be  able  to  realise  them  at  all  ? — 


That  is  an  argument  so  far  as  it  goes  in  favour  of 
holding  the  larger  part  in  sterling  securities 

1741.  That  question  leads  to  the  general  question 
of  realisability  in  the  great  hour  of  need,  and  that 
question  leads  to  this— that  you  want  as  regards  India 
or  any  other  country  to  have  your  securities  m  the 
greatest  international  market  ? — Yes.  „,    ,    .     , , 

1742.  You  take  that  view,  do  you.''— That  is  the 
conclusion,  I  think. 

1743.  Historically,  you  may  not  be  very  familiar 
with  this,  or  you  may,  but  I  suppose  Mr.  Wilson  put 
the  fiduciai-v  issue  into  Indian  Government  securities 
on  the  analogy,  with  which  he  was  very  famihar,  of 
the  Bank  Acts  of  1844  and  1845  ?— Yes  ;  and  also,  I 
think,  the  argument  weighed  with  him  very  much  that 
the  purchase  of  Indian  securities  from  time  to  time 
would  improve  the  credit  of  the  Government  of  India  in 
the  Indian  markets. 

1744.  Would  you  go  so  far  as  to  take  the  view  that 
the  issue  of  notes  means  a  profit,  and  that  there  is  in 
theory  no  more  reason  why  a  bank  should  issue  notes 
to  profit  than  it  should  issue  token  coins  at  a  profit  ? — 
T  am  hardly  prepared  for  that  question. 

1745.  (Sir  Ernest  Gable.)  Did  I  imderstand  you  to 
say  in  answer  to  Lord  Paber  that  you  considered  gold 
more  suitable  for  the  needs  of  the  people  of  India  ? 
— No.  Lord  Paber's  point  was  that  gold  is  more 
portable  and  less  bulky  than  silver ;  and  that  one 
must  admit.  If  you  ask  whether  silver  is  on  other 
grounds  more  suitable  for  India,  of  course  there  is  this 
to  be  said — that  the  Indian  people  want  a  small 
denomination  of  coin.  One  great  difficulty  in  the  way 
of  the  sovereign  going  widely  into  circulation  is  that  it 
is  so  large  a  coin  and  of  such  high  value.  They  want 
a  smaller  unit. 

1746.  I  was  only  trying  to  bring  out  the  point  that 
the  great  bulk  of  the  ti-ansactions  in  India  are  very 
small  ? — That  is  so. 

1747.  Even  down  to,  we  will  say,  4d.,  which  woidd 
maintain  a  family  for  one  day  ? — Yes. 

1748.  Therefore  silver  is  more  suitable  for  the 
internal  needs  ? — It  is  more  suitable  in  that  way,  and 
so  would  be  notes  of  small  denomination,  particularly 
the  5-mpee  note. 

1749.  So  there  is  no  particular  need  to  encourage 
the  use  of  gold  in  India  for  the  benefit  of  the  people  ? 
— Prom  that  point  of  view,  no. 

1750.  Of  coiu'se  the  institution  of  a  gold  mint  in 
India  would  be  bound  to  encourage  the  use  of  gold  if 
it  was  successful  ? — Yes.  I  do  not,  however,  think 
that  a  gold  mint  would  gi-eatly  increase  the  supply  of 
sovereigns  in  India. 

1751.  {Mr.  Keynes.)  Recent  legislation,  by  making 
notes  up  to  100  rupees  universal  legal  tender,  has 
almost  entirely  abolished  the  necessity  for  the  old 
cii-cle  system  of  issue,  has  it  not?. — I  should  hardly 
think  that. 

1752.  What  pui-poses  dues  it  now  serve  ^ — I  do  not 
see  exactly  how  you  could  dispense  with  the  circles  of 
issue.  You  have  not  got  absolute  universalisation  of 
all  the  notes,  as  a  matter  of  fact. 

1753.  Now  that  they  are  universal  legal  tender  up 
to  100  i-upees,  it  would  make  very  little  difference  to 
universahse  them  completely  ? — Yes. 

1754.  What  pui-pose  does  the  cii-cle  system  still 
serve? — Is  it  not  an  advantage?  I  should  have 
thought  it  was  an  advantage  to  have  a  comparatively 
large  number  of  different  offices  from  which  a  note 
could  be  issued. 

1755.  Certainly ;  I  was  not  meaning  to  limit  the 
number  of  offices ;  I  was  suggesting  that  you  should 
abolish  the  division  of  the  offices  into  different  circles 
—that  you  should  make  of  India  one  circle,  but  that 
you  should  retain  the  existing  number  of  offices;  would 
there  be  any  objection  to  that  ? — I  am  hardly  prepared 
to  offer  an  opinion  on  that. 

1756.  No  objection  occurs  to  you  at  the  moment, 
does  it  ? — No. 

1757.  The  demand  for  currency  in  India  is  very 
seasonal,  is  it  not  ? — ^Yes. 

1758.  In  other  countries  a  seasonal  demand  is  met 
by  increased  cheque  currency  or  note  cuiTency  against 
temporary  security,  is  it  not  ? — Yes. 
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1759.  For  instance,  in  G-ermany  or  in  France  bills 
are  discounted  by  the  State  banks  and  notes  issued 
against  them,  are  they  not  ? — I  understand  that  is  so. 

1760.  But  in  India  nothing  of  the  sort  exists,  so 
that  there  is  complete  inelasticity  P — Tes. 

1761.  Would  you  be  of  opinion  that  this  was  partly 
responsible  for  the  high  bank  rate  at  certain  times  of 
the  year  ? — I  am  not  sure  that  that  is  so,  because,  as 
I  have  said  before,  the  note  issue  does  really  expand 
with  great  elasticity  in  times  of  active  trade  as  a 
consequence  of  the  influx  of  gold. 

1762.  When  more  notes  are  issued,  the  Government 
only  changes  one  form  of  currency  into  another,  does 
it  not  ? — ^Tes. 

1763.  But  it  does  not  increase  the  total  volume  of 
currency  ? — Siu'ely  the  volume  of  currency  is  increased 
by  imports  when  the  sovereigns  come  in,  or  are 
imported  from  abroad. 

1764.  No  doubt  the  import  of  sovereigns  increases 
the  currency,  but  the  changing  them  into  notes  does 
not  increase  it,  and  the  issue  of  notes  against  sovereigns 
does  not  increase  the  volume  of  currency  ? — I  should 
have  thought  it  would,  myself. 

1765.  I  do  not  think  we  are  in  disagreement ;  I  am 
merely  saying  that  the  volume  of  currency  cannot  be 
increased  except  in  so  far  as  people  bring  fresh 
currency  into  the  country  ? — That  is  so. 

1766.  Whereas  in  France  or  in  Germany  there  is 
another  way  of  increasing  currency,  namely,  by  issuing 
more  notes  against  temporary  security  ? — ^Tes. 

1767.  I  am  3.sking  whether  the  absence  of  that 
provision  in  the  Indian  system  may  be  partly  respon- 
sible for  the  high  rate  of  discount  at  the  busy  season  ? 
— It  may  be  so. 

1768.  If  notes  could  temporarily  be  issued  in  the 
busy  season  against  some  temporary  security,  the 
volume  of  currency  would  be  increased  and  seasonal 
stringency  might  be  diminished  ? — That  is  so. 

1769.  (Sir  Robert  Chalmers.)  Subject  always  to  the 
use  of  cheques  ? — Tes. 

1770.  {Mr.  Keynes.)  Tou  are  assuming  the  possi- 
bility of  the  increase  of  cheques  is  not  very  great  in 
India  ?— Tes. 

1771.  {Chairman.)  As  to  the  part  which  cheques 
play  in  the  Indian  currency,  are  they  an  important 
factor? — They  are  not  a  very  important  factor,  I 
fancy,  but  other  people  can  much  better  tell  you  about 
that  than  I  can. 

1772.  {Mr.  Keynes)  Outside  the  Presidency  towns, 
I  should  be  right  in  saying,  should  I  not,  that  there  is 
no  means  at  present  of  increasing  the  currency  except 
by  importing  it  from  abroad  ? — Tes  ;  by  the  natural 
influx  of  gold,  or  by  the  artificial  import  of  silver. 

1773.  Would  you  be  in  favour  of  some  change  in 
legislation  by  which  the  note  issue  could  be  used  to 
supply  the  necessary  elasticity  after  the  French  or 
German  model? — As  I  say,  it  is  not  a  question  on 
which  I  feel  able  to  offer  any  very  definite  opinion. 
I  think  you  will  always  have  great  fluctuations  in  the 
Indian  bank  rate — an  8  per  cent,  rate  in  the  winter 
and  a  3  per  cent,  rate  in  the  summer  seems  to  be  a 
regular  seasonal  thing. 

1774.  At  present? — Tes,  at  present;  foi-merly  the 
rates  used  to  be  very  much  higher. 

1775.  I  meant  by  "  at  present  "  under  the  existing 
system? — Under  a  similar  system  formerly  the  rates 
were  very  much  higher.  Under  the  present  system  of 
the  free  influx  of  gold,  and  the  free  expansion  of  the 
note  circulation,  the  fluctuations  in  the  bank  rates  are 
very  much  smaller  than  they  used  to  be. 

1776.  I  might  get,  perhaps,  at  the  same  point 
in  another  way.  The  fundamental  principle  which 
underlies  the  paper  cvu-rency  reserve  was  adopted  at 
the  time  when  the  Bank  of  England  note  system  was 
orthodox,  and  where  there  was  little  or  no  experience 
of  any  other  system.     Is  not  that  so  ?— Tes. 

1777.  While  the  Indian  system  has  since  lapsed,  it 
I  may  say  so,  into  something  rather  different,  and 
though  some  modifications  have  been  deliberately 
introduced  from  time  to  time,  the  general  principle 
underlyino-  the  note  issue  has  never,  m  the  past  60 
years,  been  fundamentally  reconsidered  ?— No,  I  sup- 
pose not. 
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1778.  There  is  now  a  great  deal  of  experience  drawn 
from  various  European  countries  of  note  issues  regu- 
lated on  quite  different  principles  ? — Tes. 

1779.  If  the  principle  of  the  note  issue  in  India 
were  rather  radically  altered  in  the  light  of  European 
experience,  might  not  that  much  needed  element  of 
elasticity  be  acquired  in  some  degree  ? — I  suppose  that 
might  be  so. 

1780.  These  possibilities  have  not  been  considered, 
but,  primi  facie,  there  are  advantages  which  might 
conceivably  be  attained  by  some  such  modification  ? — 
I  think  that  is  so. 

1781.  Tou  would  acquiesce  in  that  view  ? — -Tes. 

1782.  {Sir  Robert  Chalmers.)  Tou  cannot  use  your 
credit  more  than  once ;  that,  perhaps,  is  a  general  pro- 
position you  might  agree  to  ? — Tes. 

1783.  If  you  use  it  in  the  form  of  notes,  you  cannot 
use  it  in  the  form  of  cheques  ? — I  suppose  that  is  so. 

1784.  {Sir  Shapurji  Broacha.)  At  present  the  note 
circulation  is  68  or  69  crores  ? — Tes. 

1785.  The  reserve  against  that  is  composed  of 
14  crores  of  securities,  16  crores  of  rupees  and  about 
38  crores  of  sovereigns  ? — That  is  so. 

1786.  At  present  there  is  no  restriction  to  give  gold 
against  either  notes  or  rupees,  is  there  ? — There  is  no 
restriction. 

1787.  Of  the  38  crores  of  gold,  you  have  9  crores 
in  England  ? — ^About  that. 

1788.  And  they  are  ear- marked  ? — Tes. 

1789.  If  they  want  those  9  crores  back  in  India,  is 
there  any  reason  in  it  ? — I  see  no  reason  why  India 
should  want  those  9  crores.  India  has  quite  an 
abundant  stock  in  the  currency  reserve  on  which  they 
can  draw  freely. 

1790.  There  can  be  no  reason  for  asking  for  the.  9 
crores,  unless  there  is  a  want  of  confidence  in  the 
Government  of  England  ? — Tes. 

1791.  They  could  not  make  any  use  of  it  so  long  as 
it  is  ear-marked,  whether  it  is  in  India  or  here  ? — No, 
it  would  serve  no  other  purpose  than  as  security  for 
those  notes. 

1792.  I  suppose  the  whole  debt  of  India,  including 
railways,  is  about  500  millions  ? — I  dare  say  you  are 
right. 

1793.  Of  which  only  30  millions  is  held  in  India  ? — 
More,  I  think.  The  total  Government  debt  including 
railway  debt  is  about  274^  millions,  of  which  nearly 
88  millions  are  held  ia  India. 

1794.  India  is  a  debtor  country.  Do  you  know 
that  Russia  has  60  millions  in  gold  here  and  in  France 
because  of  her  foreign  debt  ? — ^I  dare  say. 

1795.  And  so  has  Japan  lodged  her  gold  here 
because  of  her  foreign  debt  ? — Tes. 

1796.  I  suppose  England  holds  all  except  about 
80  millions  of  the  500  millions  of  the  debt  of  India, 
and  Indians  hold  not  more  than  30  millions,  so  I 
think  it  is  right  that  a  good  portion  of  the  gold  should 
remain  in  England.  -The  only  reason  that  could  be  ■ 
advanced  for  asking  to  keep  the  gold  in  India  would  be 
a  sort  of  want  of  confidence — ^nothing  else  ? — Tes. 

1797.  I  see  in  to-day's  "  Times  "*  that  you  have  put 
some  gold  standard  reserve  money  into  securities 
during  the  last  month  ? — Tes,  there  has  been  a  change 
of  investments. 

1798.  I  thought  we  had  an  assurance  from  the 
Secretary  of  State  that  he  was  going  to  put  5  millions 
into  liquid  gold  ? — ^He  is  doing  so. 

1799.  So  he  has  not  commenced  going  back  ? — Not 
at  all.  Any  change  in  the  investments  that  has  been 
made  in  the  last  month  or  two  has  been  merely  an 
exchange  from  one  investment  into  another,  and  no  part 
of  that  stock  of  gold  which  is  in  process  of  accumula- 
tion at  the  Bank  of  England  has  been  taken  out.  It  is 
the  intention  of  the  Secretary  of  State  to  go  on 
increasing  that  from  the  profits  of  coinage  and  from 
the  interest  on  securities  held,  until  it  reaches  5 
millions. 

1800.  Can  you  tell  me  any  possible  advantage  India 
would  derive  by  forcing  gold  upon  them  so  long  as  a. 
rupee  is  16  annas  ? — I  do  not  see  any  object  in  forcing 
gold  upon  the  people. 

*  Thm-sday,  June  12th,  1913. 
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1801.  Then  why  did  the  staff  of  the  Secretary  of 
Stats  aa.d  the  staff  of  the  Grovernment  of  India  say 
we  should  like  to  see  the  gold  better  circulated  ?— I 
think  there  is  a  difference  between  those  two  points  of 
view — liking  it  to  be  better  circulated,  and  pressing  it 
upon  the  people.  I  think  there  is  no  desire  to  press  it 
upon  the  people. 

1802.  1  think  at  present  it  is  not  within  the  bounds 
of  possibility,  but  suppose  a  gold  currency  were  made 
in  India,  that  would  mean  that  you  were  to  give  gold 
against  aU  demands  .' — Yes,  it  would. 

1803.  I  think  you  know  that  there  is  a  tremendous 
quantity  of  rupees  in  India  which  have  been  coined  in 
the  present  centuiy  ? — Yes. 

1804.  Do  you  think  if  people  were  to  tender  them 
against  gold,  the  gold  would  stuEce  ? — No. 

1805.  People  say,  "  Let  us  have  a  gold  currency," 
but  a  gold  currency  means  that  the  Gresham  Law 
would  come  into  being ;  that  is  to  say,  that  the  cheaper 
metal  would  drive  away  the  dearer  metal,  because  you 
know  gold  is  better,  and  it  is  better  liked  every  year  in 
India  ? — Yes. 

1806.  But  we  have  not  a  store  of  gold  at  present  to 
make  a  gold  currency  ? — That  is  so,  we  have  not. 

1807.  (Sir  James  Begbie.)  You  gave  us  p'artioulars.of 
the  coinage  of  silver  last  year,  and  in  section  1  of  para- 
graph 29  of  Appendix  Vin.  (page  243)  you  say  there  was 
a  coinage  to  the  extent  of  abo\it  1,575  lakhs  of  rupees 
carried  out  last  year ;  could  you  give  us  the  quantity 
and  average  cost  of  the  silver,  and  how  the  rupees  were 
coined  or  disposed  of  and  found  their  way  into  the 
reserves  ?— Yes,  I  could.  If  you  would  like  a  state- 
ment laid  before  the  Commission  I  will  put  it  in.* 

,  1808.  {Mr.  Gillan.)  In  paragraph  6  of  Appendix 
VIII.  (page  240)  you  say  the  invested  portion  of  the 
reserve  is  now  "  14  crores  of  rupees,  of  which  10 
"  crores  are  represented  by  securities  of  the  Govern- 
"  ment  of  India,  and  4  crores  by  securities  of  the 
"  British  Government."  In  dealing  with  the  propor^ 
tion  of  sterling  and  rupee  securities  the  Government 
of  India  in  their  letter  of  18th  August  1904,  I  think, 
gave  certain  reasons  for  increasing  the  sterling  invest- 
ment which  appear  in  Note  II.  to  Appendix  VIII. 
(pp.  255-74)  ?— Yes. 

1809.  They  said  that  in  the  event  of  a  serious 
financial  or  political  crisis  occurring  in  India  the  rupee 
securities  would  inevitably  be  depreciated  and  difficult 
to  sell,  "while  it  is  probable, -that  sterling  securities 
"  would  not  be  so  seriously  affected  owing  to  the 
"  greater  capacity  and  solidity  of  the  London  market." 
They  .also  said  ''  the  position  of  sterling"  securities 
"  would  carry  the  further-advantages  that  the  proceeds 
"  would  be  receivable  in  London,  i.e.,  in  the  market 
"  in. which  if  more  rupees  were' required  we  should 
"  have  to  buy  silver,  and  in  which  also  if  gold  were 
"  required  for  strengthening  exchange  it  would  make 

■  "  itself  felt."     Do  you  agree  with  those  reasons  ? — I 
think  there  is  great  force  in  them. 

1810.  Do  you  think  this  proportiom,  of  10  arid  4,  which 
at  present  obtains  is  a  good  proportion,  or  woiild  you 
be  inclined  to  increase  the  sterling  investments  ?-^I 
wotdd  say  the  sterling  portion  was  large  enough  at 
present.  After  all,  it  is  very  much  a  question  for  the 
Indian  authorities,  I  think,  to  consider,  but  my  own 
persomil  opinion  would  be  that  a  further  increase  might 
be  made  to  the  rupee  portion. 

1811.  The  total  investmteiit  is  14  crores ;  how  is 
that  deteimined — how  is  the  limit  fisced  ? — The  initia- 
tive* is  generally  taken  l)y  the  Government  of  India. 
They  wi-ite  home  to  the  Secretary  of  State  after  con- 
sultation with  the  Presidency  banks,  and  they  compare 
the  ratio  borne  by  the  invested  portion  of  the  reserve 
to  the  average  total  circulation  gross  and'  net  of  the 
three  previous  years,  or  the  two  previous  years,  with 
the  ratio  borne  by  the  one  to  the  other  at  the  date 
when  the  last  increase  of  the  invested  portion  of  the 
reserve  was  made.  And  then  they  usually  suggest  an 
increase  to  bring  the  invested  amount  up  to  something 
like  the  same  proportion  of  the  whole  that  it  bore 
when  last  the  change  was  made. 


*  Tlii.s  stiitcmuut  was  nut  eventually  asked  for. 


1812.  In  paragraph  46  of  Appendix  Till.,  page  247, 
you  say,  "  a  further  increase  of  the  invested  portion  of 
the  i-eserve  will  no  doubt  soon  become  practicable  "  ; 
going  on  the  principle  that  has  been  followed  in  the 
proportion  of  investments  to  the  total  circulation, 
it  would  be  possible,  would  *  it  not,  to  make  an 
investment  now  —  immediately  .'^  —  Yes,  I  should 
say  so. 

1813.  A  considerable  investment? — ^The  present 
proportion  of  the  investment  is  very  low  indeed ;  it 
is  only  about  20  per  cent. 

1814.  That  would  be  immediately  practicable  ? — 
I  should  say  so. 

1815.  Would  you  prefer  that  that  should  be 
invested  in  some  pei'manent  form  such  as  is  the 
case  at  present,  or  should  it  be  maintained  in  order 
to  be  available  for  lending  oiit  in '  India  ? — I  should 
think  the  preferable  course  would  be,  that  it  should 
be  invested  either  in  rapee  securities  or  else  in  sterling 
short-dated  securities  in  this  country.  I  think  that 
the  Secretary  of  State  would"  not  be  likely  again  to 
adopt  the  practice  that  was  'Adopted  some  time  ago 
of  investing  in  Consols  or  permanent' securities,  but 
he  would  prefer  short-dated  securities,  if  the  securities 
were  sterling  ones.  I  think  there  is  great  deal  to 
be  said  in  favour  of  adding  to  the  rupee  investments. 

1816.  From  what  you  said  to  me  previously,  I 
understand  that  you  do  not  think  it  is  desirable  to 
increase  further  at  present  the  sterling,  investments  ? 
^No,  My  private  opinion  rather  would  be  in  favour 
of  adding  to  the'rupee  investment. 

1817.  I  think  Sir  Robert  Chalmers  put  it  to  you 
that  there  was  a  certain  danger  in  adding  to  the 
rupee  securities,  and  you  agreed  with  him  ? — Yes,  but 
one  cannot  overlook  a  consideration  which  I  put  in 
this  way :  Having  regard  to  the  large  number  of  notes 
always  held  by  the  Govei-nment,  I  think  the  danger 
of  a  run  on  the  reserve  of  such  dimensions  as  to 
exhaust  first  the  metallic  reserve,  then  the  sterling 
securities,  and  then  to  trench  on  the  rupee  securities 
is  so  remote  that  the  danger  of  adding  to  the  rupee- 
invested  portion  is  not  very  serious. 

1818.  What  is  the  particylar  advantage  in  your 
view  of  adding  to  the  rupee  security  instead  of  to  the 
sterling  security." — ^My  impression  is  that  it  would 
be  more  popular  with  the  Indian  people  and  that 
it  would  rather  improve  the  market  fornipee  securities. 

1819.  The  Chairman  asked  you  what  happened 
to  the  gold  that  was  taken  out  of  the  country  in 
1907-8.  There  are  figutes  in  the  Comptroller- General's 
Report  for  1910-1,  which  include  the  receipts  in 
sovereigns  of  Post  Offices  arid  Railways  (page  13)- 
I. do  not  know  if  you  have  got  that  Report?— No  I 
have  not  that  by  riie  here.  '  ' 

1820.  Those  figures  show' that  up  to  1908-9,  there 
was  a  matter  of  a  couple  of  millions  received  in  the  Post 
Offices  and  railways  jointly, ,  and  that  it  amounted 
to  about  300,000?.  in  1909-10.  What  conclusion 
would  you  di-aw  from  that,  taking  these  receipts  as  an 
m(^cati.m  of  the  amount  of  gold  that  was  in  circulation 
and  in  use  as  currency  ?— I  suppose  the  indication  rather 
would  be  that  gold  went  into  hoards. 

1821.  You  said  in  answer  to  the  Chairman  that 
small  notes  up  to  100  inipees  are  now  encashable  all 
over  India ." — That  is  so. 

1822.  That  means  reaUy  that  they  are  encashable  at 
eight  centres  ? — Yes. 

1823.  The  l^gal  obligation  to  give  coin  for  notes 
obtaimng  only  m  those  eight  jilaces  ?— Yes. 

1824.  There  is  a  liability,  is  there  not,  for  the  notes 
to  go  to  a  discovuit  at  any  other  place.?— J  was  not 
aware  of  that. 

1825.  Since  there  is  not  ,,  legal  obligation  to  pay 
cash  for  them  m  any  other  place,  that  is  what  one 
Z°fi  e^e°VVt  not ?-I  suppose  it  is;  but  I  have 
not  thought  of  that.  ;! 

^1826.  Would  it  not  be  a '  favourable  thing  for  the 
note  circulation  if  the  facilities  for  encashment  were 
increased,  and  if  there  were  a  large  number  of  centres 
where  cash  and  notes  were  freely  exchanged  P— T<>s  T 
suppose  it  would.  s      •      i-es,  i 

1827.  Then  there  is  the  point  which  Mr  Kevnes 
put  to  you  about  the  elasticity  of  the  note  system ; 
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tlie  Indian  syftem  at  present  is  entirely  wanting  in 
elasticity,  is  it  not? — Perhaps  it  is  going  rather  far  to 
say  it  is  entirely  wanting  in  elasticity  if  it  expands  so 
readily  with  the  influx  of  gold  ;  but  I  see  Mr.  Keynes' 
point. 

1828.  Tou  agreed,  I  think,  with  the  Chairman  that 
the  increase  which  h«ife  taken  place  in  the  liote  cir- 
culation of  recent  years  has  been  a  good  thing? — 
Certainly. 

1829.  Considering  ;these  two  points  that  I  have  put 
to  you  about. the  places  of  encashment  and  the  intro- 
duction of  some  method  of  elas;ticity,  does  it  not 
appear  to  you  that  a  ftjrther  increase  in  the  gold  cir- 
culation would  probably  be  more  easily  obtained  by 
means  of  a  bank  than  by  means  of  a  Government 
depsirtment  ? — It  is  rather  a  question  of  the  method  to 
be  adopted  than  of  the  particular  agency  employed  to 
do  it. 

1830.  I  was  asking  you  your  opinion ;  which  do 
you  consider  to  be  the  most  efiicient  agent  for  the 
purpose   in   view  ? — ^Personally^  I    do   not   quite    see, 


assuming  that  the  policy  were  decided  upon,  that  the 
one  agency  would  be  more  favourable  than  the  other. 

1831.  Sir  Robert  Chalmers  asked  you  a  question 
about  the  profits  that  were  made  out  of  the  paper 
currency  and  about  handing  over  those  profits  to  a 
bank  or  banks;  the  question  of  revising  the  agree- 
ments with  the  presidency  banks  is  at  present  under 
consideration,  is  it  not  ? — I  believe  it  is. 

1832.  It  is  the  case,  is  it  not,  that  we  leave  with 
the  Presidency  banks  at  present  balances  very  much 
lai'ger  than  we  are  compelled  under  agreement  to  leave 
with  them  ? — Tes. 

1833.  And  that  thdse  bala,nces  are  left  free  of 
interest? — Tes. 

1834.  So  that  the  whole  question  is  one  of 
remuneration  ? — Tes. 

1835.  In  connection  with  that  this  matter  of  the 
profits  on  the  notes  might  be  considered  at  the  same 
time  ? — Tes. 

1836.  It  is  a  part  of  the  same  general  system  or 
arrangement  ? — Tes. 


The  witness  withdrew. 


At"  the  India  Office,  WhiteHall,  S.W, 


SIXTH   DAY. 


Friday,  June  13,  1913. 


PeESENT:  ,  .        ,,, 

The  Right  Hon.  AUSTEN  CHAMBBRLAIST,  M.P.  (Chairnmn). 


Iiord  Fabee. 

Sir  RoBEET  'GhaEmees,  K.O.B. 

Sir  Eenest  Cable. 

Sir  Shapueji  Btjejoeji  BeoAcha. 

Sir  Jambs  BegBie. 


Mr.   ROBBET   WOODBITEN   GrILLAN,    C.S.I. 

Mr.  Hbnet  Neville  Gladstone. 
Mr.  John  Matnaed  Keynes. 

Mr.  Basil  P.  Blackett  {Secretary). 


Mr.  Waltbe  Badock,  C.S.I.,  called  and  examined. 


1837.  (Chairman.)  Tou  are  Accountant-General  at 
the  India  Office,  I  understand? — That  is  so. 

1838.  Tou  have. handed  ,in  ^o  the  Qomjtnissipn  two 
memoi-anda,  one  under  the  head  of  The  Placmg  of 
Cash  Balances  on  Loan  or  Deposit,  and  the  other 
regarding  the  authority  required  for  payments  made  at 
the  India  Office  and  the  system  of  control  exercised  in 
respect  of  them.  I  propose  to  include  those  iji  ,our 
published  evidence  ?— That  wiH  be  my  wish  ,(see  Ap- 
pendices XI.  and  XII.). 

1839.  Turning  to  the  memorandum,  on  The  Placing 
of  Cash  Balances,  Appfendix  XI.,  on  pages  315-6 you  give 
the  list  of  borrowers  approved  by  the  Secretary  ol  State 
in  Council  on  31st  Marpji  1913  ;  will  ypu  teU  me  how  that 
list  was  made  up  ?— The  list  of  applications  of  appi-dved 
boiTOwers  is  not  made  up  by  solicitation  on  tiie  part 
of  this  office.  "We  never  ask  anyone  to  join,  it',  but 
applications  can  be  made  by  any;  firm  of  suitable 
standing  and  resource's."  these  applications  are  ordi- 
narily made  to  the  broker;  the 'broker  would  make 
such  inquiries  as  he;  thought  suitable  and  add  any 
opinion  of  his  own,  and  woiild  foi-ward  the  application 
to  me.  I  should  then  transmit  it  to  the  Chairman  of 
the  Finance  Committee,  who  would  also  make  any 
inquiries  that  he  thought  desirable  and  bring  his  own 
knowledge  to  bear  on  the  matter.  Then  he  would 
make  a  recommendation,  which  would  be  sent  to  nie 
with  any  recommendation  that  he  might  think  it 
suitable  to  attach. ,  I  should  then  prepare  a  mmute 
which  would  go  to  the  Under  Secretary  of  State,  and 
would  be  laid  before  the  Finance  Committee  and  bef pre 
the  Secretary  of  State.  !■  ,  .  V 


1840.  When  you  say  Under  Secretaiy,  I  presume 
you  mean  the  Permanent  Under  Secretary  ? — Tes.  It 
is  the  usual  routine  of  the  office  that  papers  for  Com- 
mittees of  Council  are  sent  to  the  Permanent  Under 
Secretary  first.  In  recent  cases  an  application  has  gone 
to  the  Under  Secretary  first,  then  to  the  Finance  Com- 
roitte^,  and  then  after  approval  by  them  has  been 
approved  by  the  Secretary  of  State  in  Council. 

■  1841.'  On  whom  do  you  consider  that  the  actual 
responsibility,  the'  practical  responsibility,  for  the 
selection  or  rejection  of  a  name  rests,  under  those 
cii'cujBstances  ? — -I  do  not  like  to  discriminate  between 
the  actual  and  practical,  but,  of  course,  very  great 
responsibility  rests  upon  the  expert  advisers  to  the 
Secretary' of  State.  The  decision  is  the  decision  of  the 
Secretary  of,  State  in  Council. 

1842.  Is  the  svlbmission  of  a  name  to  the  Secretary 
of  Statein  Co'Oncil  more  than  a  form,  if  it  has  been 
approved  by  the  other  authorities  you  have  mentioned  ? 
^— I  should  not  like  to  say  that  was  the  case,  because  it 
is  open  to  any  member  of  the  Council  who  has  any 
personal  knowledge  to  make  any  comment  he  chooses 
to  make,  and  to  take  any  action  he  may  think  fit  in 
support  of  his  opinion. 

1843.  It  would,  I  presume,  naturally  be  unlikely 
that  criticism  would  be  heard  at  that  stage  ? — I  should 
say  it  was  unlikely.  I  might  add,  perhaps,  that  there 
are  two,  and  there  ha,ve  been  for  many  years  two, 
City  members  on  the  Council,  so  that  it  is  not  solely 
the  decision  of  one  City  member  in  as  far  as  it  is  a 
decision  at  all. 
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1844.  Is  the  Chaii-man  of  tlie  rinance  Committee 
always  a  City  member? — As  far  as  my  recollection 
goes  it  has  been  so ;  I  think  I  can  certainly  say  for  80 
years  it  has  been  so. 

1845.  He  is  appointed  by  the  Secretary  of  State,  is 
he  ? — The  present  chairman  has  been.  I  am  not  qviite 
sure  what  the  practice  as  regards  that  matter  has  been. 
I  happen  to  know  how  Sir  Felix  Schuster  was  appointed, 
but  that  perhaps  I  think  you  had  better  ask  of  the 
Permanent  Under  Secretary. 

1846.  Do  you  happen  to  know  for  how  long  the 
appointment  is  made  ? — No,  I  do  not. 

1847.  {Sir  Bdbert  Chalmers.)  Are  you  speaking  in 
answer  to  the  Chairman  about  the  appointment  of 
this  commercial  member  as  Chairman  of  the  Finance 
Committee .'' — I  understood  the  Chairman  to  put  that 
question  to  me. 

1848.  Tou  would  be  able  to  say  what  is  the  term 
of   appointment  to  be  a  member  of  the  Council  ? — 

.  Tes  ;  that  under  the  present  Act  is  seven  years. 

1849.  {Chairman.)  Are  the  members  of  the  Finance 
Committee  necessarily  members  of  the  Council  ? — 
Tes ;  it  is  a  committee  of  the  Council.  I  might 
explain  perhaps  that  in  recent  years,  since  we  have 
had  large  investments  to  make  of  the  Gold  Standard 
Reserve  and  the  Paper  Currency  Reserve,  and  financial 
transactions  on  a  larger  scale  than  hitherto,  it  has 
been  necessary  sometimes  to  delegate  the  powers  of 
the  Secretaiy  of  State  to  an  individual,  because  the 
stocks  are  offered  and  they  have  ,to  be  accepted  or 
rejected  at  once,  and  transactions  must  be  considered 
on  their  merits  and  decided  immediately,  being  financial 
matters.  For  that  purpose  I  know  the  Finance  Com- 
mittee and  the  Secretary  of  State  delegate  their 
powers  to  the  Chairman  or  to  the  Chairman  and  one 
or  two  others ;  and  the  Chairman,  I  know,  has  recently 
been  nominated  for  that  purpose ;  but  what  took  place 
before  Sir  Felix  Schuster's  time  I  cannot  say. 

1850.  I  presume  that  any  transactions  of  that  kind 
authorised  by  him  would  be  repoi-ted  at  the  earliest 
meeting  ? — Undoubtedly. 

1851.  When  was  the  present  practice  instituted, 
imder  which  applications  come  before  the  Finance 
Committee  and  the  Secretary  of  State  as  well  as  before 
the  Chairman  ?  —  As  you  know,  this  system  was 
inherited  from  the  East  India  Company.  It  was 
treated  for  many  years  in  rather  a  confidential  way, 
as,  naturally,  in  regard  to  the  information  which  a 
City  member  might  have  about  firms  and  so  on,  it 
would  not  be  convenient  always  to  put  all  he  knew  on 
paper.  He  was  especially  qualified  to  deal  with  these 
matters,  and  until  about  1912  the  Chairman  used 
provisionally  to  admit  firms  to  the  approved  list,  and 
loans  were  made  to  them  and  that  was  approved  by 
the  Finance  Committee.  Every  detail  of  every  loan 
has  always  been  put  before  the  Finance  Committee 
weekly,  and  the  appearance  of  a  new  name  would 
at  once  be  noticed  and,  if  it  was  approved  by 
the  Committee,  sanction  to  the  admission  of  the 
name  was  implied  of  course.  In  1906  the  full 
borrowing  list  was  submitted  to  the  Finance  Com- 
mittee quarterly,  and  new  admissions  were  re- 
corded or  any  changes  in  it  from  the  previous 
quarter,  and  it  was  formally  approved.  Not  until 
December  1912  was  the  approval  of  the  Secretary  of 
State  in  Council  given  to  the  full  borrowing  list.  The 
present  procedure,  as  I  have  said,  is  to  put  every 
transaction  before  the  Finance  Committee. 

1852.  Have  you  any  special  reasons  for  the  change  ? 
—Tes. 

1853.  Was  it  due  to  the  magnitude  of  the  then 
operations  ? — It  was  done  really  because  it  was  desired 
to  indicate  that  the  decisions  taken  and  the  approval 
given  were  not  those  of  a  committee  or  an  individual 
but  those  of  the  Secretary  of  State  in  Council ;  it  was 
desired  to  make  that  more  clear. 

1854.  I  understand  from  paragraph  3  of  Appendix  XI. 
that  loans  are  only  made  in  sums  of  50,000Z.  or  in  multiples 
of  50,000?.  ?— Tes.  That  was  inherited  from  the  East 
India  Company.  I  have  looked  back  into  their  affairs, 
and  I  find  that  they  practically  never  lent  less  than 
50,000L  and  multiples  of  50,0002. ;  there  were  one  or 
two  cases  where  they  lent  25,000Z.,  but  I  cannot  trace 


any  loan  of  a  smaller  amount.  We  fiad  it  very 
desirable  to  maintain  that  limit,  because,  in  the  first 
place,  it  ensures  that  firms  who  can  produce  the 
requisite  amount  of  security  are  firms  of  a  certain 
standing  who  would  not  be  likely  to  be  in  diffioiUties 
in  any  ordinary  movement  of  the  money  market.  Of 
course  in  our  loans  the  very  first  consideration,  more 
important  than  any  question  of  interest,  is  the 
question  of  the  availability  of  the  principal  and  the 
security.  In  the  second  place,  the  50,000Z.  minimum 
is  held  because  it  keeps  away  the  applications  of  small 
firms  who  might  be  willing  to  pay  a  high  rate  of 
interest  and  to  whom  it  would  not  be  quite  safe  to 
lend. 

1855.  I  think  you  do  suggest  in  your  memorandum 
that  occasionally  a  little  money  remains  for  a  short 
time  unlent  ? — Tes. 

1856.  Of  course  it  does  not  amount  to  50,000Z.  ? — 
That  is  so.  We  consider  the  points  that  I  put 
before  you,  namely,  the  security  and  the  availability  of 
the  money,  to  be  more  important  than  investing  the 
balance  right  up  to  the  hilt.  If  we  took  small  sums  to 
one  firm,  and  lent,  say  25,000Z.,  so  as  to  get  nearer  to 
our  minimum  balance,  we  could  not  very  weU  use  the 
argument  that  we  only  lend  in  blocks  of  50,000Z.  when 
we  receive  applications  from  firms  that  it  would  be 
undesirable,  perhaps,  to  put  on  the  list. 

1857.  The  only  question  that  occurs  to  me  is 
whether,  when  you  have  an  approved  borrower  of 
50,000Z.,  you  might  in  such  a  case  place  an  additional 
25,O0OZ.  with  him  instead  of  saying  that  you  would 
place  another  50,000Z.  ? — It  might  be  so,  but  then  we 
could  not  say,  as  we  do  say  now,  that  we  only  lend  in 
blocks  of  50,000Z.  and  multiples  of  50,000Z. 

1858.  Tou  explain  in  paragraph  4  of  Appendix  XI. 
how  you  arrive  at  the  period  for  which  you  can  afford  to 
lend  money;  is  the  period  of  six  weeks  the  absolute 
maximum  period  for  any  loan  ? — There  is  no  maximum 
laid  down  by  the  Secretary  of  State  in  Council.  It  has 
simply  been  a  practice  which  has  been  adhered  to 
throughout,  except  in  the  special  time  when  we  had 
very  large  balances,  when  the  excess  over  anything 
that  could  possibly  be  required  in  the  immediate  future 
was  put  on  deposit  at  the  banks ;  otherwise  the  six 
weeks'  maximum  has  been  maintained  throughout.  It 
has  this  advantage  :  first,  that  of  course  we  can,  in 
emergency,  call  the  whole  balance  in  vei-y  rapidly ;  and 
secondly,  if  we  hear  rumours  about  any  firm  we  are 
able  to  call  the  money  in  much  more  rapidly  than  we 
otherwise  could,  and  possibly  save  ourselves  from  loss. 

1859.  It  would  naturally  happen,  I  suppose,  that  in 
fact  sums  i-emain  for  a  very  much  longer  period  with 
a  single  borrower,  being  renewed  and  renewed  ? — 
Undoubtedly ;  but  only  when  he  will  pay  the  highest 
rate  of  the  day.  We  unhesitatingly  recall  if  the 
holder  of  a  loan  will  not  pay  the  rate  which  others  will 
pay. 

1860.  Tou  give  ns  a  list  in  paragraph  5  of  Ap- 
pendix XI.  of  the  present  secuiities  which  the  broker 
is  authorised  to  accept  for  those  loans,  and  I  see  in 
the  correspondence  on  page  313  of  the  Appendix 
that  that  list  has  recently  been  extended  P — That 
is  so. 

1861.  Is  that  list  based  on  any  general  principle  ? — 
Tes,  practically  it  rests  on  the  provisions  of  the 
Government  of  India  Act,  1858.  That  Act  laid 
down  the  full  financial  procedure  of  the  Secretary 
of  State.  I  have  a  copy  here,  and  perhaps  you  might 
like  to  look  at  it  while  I  am  explaining  its  effect.  If 
you  wiU  look  at  section  45  you  will  see  that  the  Act 
raises  in  the  books  of  the  Governor  and  Company  of 
the  Bank  of  England  an  account  called  the  Stock 
Account  of  the  Secretary  of  State  in  Council  of  India. 
The  history  of  that  is  that  at  the  time  this  Act  was 
passed  these  loaning  operations  were  going  on  as  now, 
and  the  East  India  Company  was  the  holder  of  very 
similar  securities  to  what  we  are  holding  now,  namely, 
Consols  and  Government  Annuities.  It  was  directed 
by  this  Act  that  all  such  securities  should  be  trans- 
ferred to  the  Stock  Account  at  the  Bank  of  England 
and  all  such  securities  were  so  transferred.  The  Act 
provides,  in  section  48,  that  bearer  securities  shall 
be  held  at  the  Bank  of  England ;  and  another  section 
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provides  that^all  cash  payments  and  receipts  shall  be 
at  the  Bank  of  England.  These  sections  43  to  48 
practically  determine  the  financial  procedure  of  the 
Secretary  of  State. 

1862.  But  they  do  not  determine  the  class  of  stocks, 
do  they  ? — Only  in  this  way  :  The  Bank  of  England 
cannot  transfer  any  stocks  into  the  stock  account  of  the 
Secretfary  of  State  unless  those  stocks  are  transferable 
at  the  bank.  That  practically  excludes  those  which  are 
inscribed  at  other  bants.  That  has  been  throughout 
the  restriction  which  has  been  placed  upon  the  loans 
of  the  Secretary  of  State,  that  we  take  the  securities 
which  are  transferable,  or  can  be  transfeiTcd,  into  the 
stock  account  of  the  Secretary  of  State  in  Council  of 
India  at  the  Bank  of  England.  That  limits  us  a  great 
deal  with  regard  to  registered  securities.  The  terms  of 
section  48,  which  deals  with  bearer  secuiities,  are  much 
wider  and  enable  us  to  include  colonial  bonds  ;  it  would 
also  enable  us  to  include  other  bearer  securities  if  it  was 
considered  desirable.  I  might  point  out,  too,  that  part 
of  our  system,  as  I  have  explained  in  paragraph  10  of 
Appendix  XI.  (page  311),  is  that,  as  a  protection,  I 
instruct  the  cashier  of  the  Bank  of  England  not  to  pay 
the  broker  until  either  the  bearer  securities  have  been 
deposited  or  the  securities  have  been  transferred  to  the 
stock  account  of  the  Secretaiy  of  State  at  the  Bank 
of  England.  The  cashiers,  who  act  under  a  power  of 
attorney  from  the  Secretary  of  State,  can  only  know 
this  if  it  takes  place  at  the  bank,  or  they  can  only 
know  it  immediately,  they  can  only  have  direct 
knowledge  of  it  then.  As  a  matter  of  fact,  I  know 
the  cashier,  before  he  pays  it,  sends  for  the  transfer 
book  from  the  bank,  and  sees  for  himself  that  another 
department  has  made  the  transfer. 

1863.  I  am  not  competent  to  intei-pret  this  statute, 
but  looking  at  the  sections  to  which  you  refer  me,  I 
see  that  section  46  has  a  marginal  note  "  Stock  account 
to  be  opened  at  the  bank,"  and  section  46  has  this 
marginal  note,  which  I  think  gives  a  clearer  summary 
of  its  provisions,  "  Stocks  standing  in  the  name  of  the 
companji  transferred  "  ? — That  has  since  been  repealed, 
because  it  was  done. 

1864.  I  do  not  quite  see  that  that  section  contains 
any  restriction  of  the  kind  that  you  have  mentioned  ? 
— ^There  is  no  restriction,  but,  on  the  other  hand,  there 
is  no  authority.  All  our  procedure  is  laid  down  by 
the  Act  as  to  where  we  shall  keep  all  our  accounts, 
and  it  has  been  considered  that  that  is  probably  the 
intention  of  Parliament.  This  Act  was  passed  long 
ago,  before  the  present  market  conditions  existed,  but 
it  has  always  been  held  that  we  should  adhere  to  that 
procedure,  and  we  have  adhered  to  it  from  the  date  of 
the  Act. 

1866.  You  act,  as  you  think,  in.  the  spirit  of  this 
Act  ? — In  the  spirit  of  it,  yes. 

1866.  Though  not  absolutely  bound  by  its  terms  ? 
— That  is  so.  There  is  no  prohibition  and  there  are 
no  statutory  powers  in  this  respect,  but  there  is  for 
everything  else  that  we  do,  and  therefore  it  all  hangs 
together. 

1867.  Looking  at  the  list  of  authorised  securities 
given  in  paragraph  5  of  Appendix  XI.,  at  first  sight 
it  is  not  a  very  wide  one,  and  the  selection  seems 
to  me  a  little  arbitrary ;  what  do  you  say  to  that  ?  - 
Of  course  it  is  arbitrary,  because  we  consider  it  has 
always  been  governed  by  the  conditions  that  we 
have  been  speaking  about.  The  list  has  been  added 
to  from  time  to  time,  as  securities  of  a  suitable 
character,  that  come  within  the  terms  of  the  Act, 
have  been  created. 

1868.  What  would  you  say  if  it  were  proposed  to 
you  to  accept  the  English  Trustee  Stocks  List." — 
First  of  all,  as  far  as  I  can  find  out,  we  have  never 
had  any  application  to  take  any  of  these  securities. 
The  broker  tells  me  that  they  are  not  the  class  of 
securities  that  are  held  by  borrowers  at  all,  and  we 
have  never,  except  just  for  one  year  or  two,  when  we 
had  those  very  exceptionally  large  balances,  had  any 
difficulty  in  lending  on  the  very  first-class  securities 
that  we  have  on  our  Hst.  We  have  not  until  this 
year  considered  that  there  is  any  necessity  to  extend 
that  list. 
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1869.  So  you  would  say  that  the  list  has  been 
sufficient  for  your  purposes,  and  that  it  nas  not  resulted 
either  in  any'  difficulty  in  finding  lenders  or  in  any 
undue  reduction  of  the  rate  of  iaterest  ? — Yes. 

1870.  I  see  that  the  first  secuiities  which  you 
mention  in  paragraph  5  of  Appendix  XI.  (page  310), 
namely,  India  Debentures,  India  Bonds,  and  Guaran- 
teed Debentures  of  the  several  Railway  Companies, 
are  taken  at  their  par  value,  while  Treasury  Bills, 
Exchequer  Bills,  Exchequer  Bonds,  India  Sterling 
Bills,  Metropolitan  Water  Board  BLUs,  and  London 
County  Bills  are  accepted  at  their  market  value ;  what 
is  the  justification  for  that  distinction  ? — That  dis- 
tinction was  deliberately  adopted  because  we  found 
that  it  facilitated  the  placing  of  our  own  bonds, 
debentures,  and  guai'anteed  debentures.  Many  of  the 
firms  hold  these  securities  very  largely,  because  they 
know  that  they  can  readily  bring  them  to  us  and 
boiTow  on  them  at  their  par  value.  There  was  a  time 
when  we  borrowed  very  largely  indeed  through  the 
Guaranteed  Debentures  of  Indian  Railway  Companies. 

1871.  As  a  matter  of  security  you  would  not  say 
that  they  are  better  securities  than  Treasury  bills, 
would  you  ? — For  our  purpose  they  really  are,  because 
if  they  are  left  on  our  hands  we  can  hold  them  and 
draw  the  -interest,  and  when  they  mature  we  pay 
ourselves.  If  it  is  a  guaranteed  debenture  of  an 
Indian  railway  company,  we  call  upon  the  company  to 
raise  debentures  to  pay  us  ofi:;  if  they  are  our  own 
debentures  we  discharge  onr  own  debts  when  they 
mature.  So  there  can  be  no  indirect  loss.  There 
would  be  the  inconvenience  of  holding  for  a  time,  but 
there  would  be  no  loss  of  principal. 

1872.  Mutatis  mutandis,  does  not  the  same  apply 
to  Exchequer  Bills  and  Exchequer  Bonds  ? — ^No. 

1873.  You  cannot  pay  yourselves  ? — No,  we  cannot 
pay  ourselves  ;  that  is  the  point. 

1874.  (Sir  Robert  Chalmers.)  It  is  a  bookkeeping 
point  really,  is  it  not  ? — It  is,  but  if  we  cannot  realise 
the  money  readily  we  can  hold  theiji  for  a  time. 

1875.  (L(yrd  Faber.)  You  would  not  say  that  a 
guaranteed  bond  of  an  Indian  rjiiilway  is  any  better 
security  than  a  Treasiuy  bill,  would  you  ? — No. 

1876.  Sir  Robert  Chalmers  says  it  is  a  mere  book- 
keeping entry,  therefore  ? — Yes,  it  is. 

1877.  I  should  say  the  security  was  not  as  good  ? — 
If  you  had  to  go  into  the  market  to  sell  at  once,  of 
course  the  Treasui-y  bill  would  fetch  more  than  the 
Indian  railway  debenture ;  there  is  no  doubt  about 
that. 

1878.  (Chairman.)  Perhaps  the  real  reason  is  the 
one  given  by  you  first  of  all — ^that  it  encourages  the 
market  to  take  these  securities  which  you  are  desirous 
of  placing  F — No  doubt  that  is  the  main  reason.  It  is 
not  merely  placing,  but  renewing,  because  we  have 
these  railway  debentures  falling  due  every  month. 
We  find  we  can  get  them  renewed  readily  by  these 
people  because  they  can  bon-ow  on  them  from  us,  and 
from  others. 

1879.  I  understand  from  pai'agraph  6  of  Appen- 
dix XI.  (page  310)  that  the  responsibility  for  getting 
the  best  rate  of  interest  rests  with  the  broker  ? — ^Yes. 

1880.  It  rests  entirely  with  him  at  present,  does  it  P 
• — It  rests  entirely  with  him  for  the  time.  Of  course, 
any  rate  he  gets  is  criticised  and  looked  at  every  week, 
and  any  opinion  that  the  committee  might  have  to 
express  on  the  matter  would  be  communicated  to  him ; 
but  the  responsibility  certainly  rests  with  him. 

1881.  By  whom  is  the  broker  appointed  ? — That  is 
a  thing  which  only  happens  very  occasionally,  and  I 
should  not  like  to  say  that  there  is  any  established 
procedure  in  the  matter  ;  but  I  remember  the  appoint- 
ment of  the  last  broker  very  well.  The  appointment 
was  made  by  a  letter  from  Lord  Kilbracken  to  the 
broker,  after  a  full  consideration  of  other  applications. 
Lord  Kilbracken  wrote  in  the  name  of  the  Secretary 
of  State  in  Council  conveying  the  approval  of  the 
Secretaiy  of  State  in  Coiuicii. 

1882.  For  how  long  is  the  appointment  ? — The 
appointment  was  made  for  two  years  originally,  and 
during  that  period  the  broker  was  directed  to  arrange 
for  a  partnership  with  a  firm  of  stockbrokers  to  be 
approved  by  the  Secretary  of  State.     As  a  matter  of 
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fact,  he  entered  iato  partnership  within  12  months 
with  Messrs.  Nivison  &  Co.,  and  a  further  letter  was 
then  written  to  him  confirming  the  appointment.  The 
appointment  is  during  pleasure,  and  can  he  tenninated 
either  by  notice  from  him  or  by  notice  fi-om  the 
Secretary  of  State. 

1883.  I  understand  that  the  broker  is  paid  for  this 
work  by  percentage  on  the  amount  of  intei-est  earned 
during  each  financial  year  ? — It  is  a  percentage  on  the 
interest  on  each  transaction ;  that  comes  to  the  same 
thing. 

1884.  What  is  the  present  percentage  ?  —  The 
present  percentage  is  2^  per  cent.  irntU  5,0002.  has 
been  reached,  and  thereafter  li  per  cent. 

1885.  When  was  that  fixed  ? — That  was  fixed  in 
July  1911. 

1886.  The  2A  per  cent,  on  the  interest  ? — Yes. 

1887.  In  Statement  No.  2  of  Appendix  XI.  (page  318) 
you  give  us  a  table  which  shows  the  total  amount  of  the 
broker's  comxnission  in  each  of  the  last  20  years  ;  I 
observe  that  the  figures  in  some  years  have  been  ex- 
tremely high  ;  for  instance,  they  have  been  three  times 
over  lO.OOOJ.  and  once  very  nearly  15,0002. — to  be  exact, 
14,7232.  ? — Tes.  I  would  hke  to  explain  that  up  to 
1888  we  used  to  pay  a  percentage  on  the  amount  lent, 
but  then  it  was  decided  that  it  would  be  much  better 
to  pay  a  percentage  on  the  amount  of  interest  earned. 
Mr.  Bertram  Currie,  who  war,  then  Chairman,  was 
asked  what  the  proper  percentage  was.  and  he  wrote  : 
"  The  usual  charge  in  such  cases  is  10  per  cent,  of 
"  the  interest,  but  the  amount  lent  on  behalf  of  the 
"  Secretary  of  State  is  so  considerable  that  a  lower 
"  scale  will  probably  suffice."  A  scale  of  5  per  cent, 
was  accordingly  fixed,  and  this  was  the  scale  until 
the  death  of  the  late  broker  in  1903.  The  old  broker's 
fees  for  the  last  three  years  was  7,0002.,  7,6002.,  and 
8,9002.  These  figures  give  the  measure  of  the  value 
of  the  appointment  at  the  time  the  present  broker 
was  appointed.  If  you  look  at  Mr.  Scott's  remunera- 
tion you  will  see  that  for  the  first  five  years  of 
his  appointment,  that  is  from  1905-6  to  1909-10, 
the  average  works,  out  to  the  present  broker  at 
8,7002.  a  year.  That  is  pi-actically  the  same  figure 
that  his  predecessor  received  during  the  last  three 
years  of  his  appointment.  When  it  rose  in  1910-1 
to  16,0002.,  and  it  seemed  likely  that  lai'ge  balances 
would  stiU  continue  for  some  time,  the  matter  was 
gone  into,  and  Lord  Inchcape  asked  me  to  interview 
the  broker  with  him,  and  a  reduced  rate  was  recom- 
mended to  the  Secretary  of  State  in  Council.  Lord 
Inchcape  gave  me  permission,  if  you  will  allow  me, 
to  read  a  brief  note  that  he  wrote  on  the  matter.  He  is 
a  great  authority  on  such  questions,  and  I  should  think 
that  his  opinion  would  cany  more  weight  perhaps  with 
the  Commission  than  anything  I  could  say.  It  is  not 
long,  and  if  I  might  read  it,  it  will  put  the  whole  case  to 
you  very  clearly.  This  note,  I  might  mention,  was  in- 
tended to  be  used  by  Lord  Inchcape  (then  Sir  James 
Mackay)  in  Council,  but  it  was  not  used,  and  he  gave  it 
to  me  to  be  used  at  any  time  it  was  desired ;  "  The 
"  Council  may  be  inclined  to  regard  it  as  somewhat  hard 
"  to  propose  to  reduce  Mi-.  Scott's  earnings  by  as  much 
'•  as  one-half,  but  arrangements  of  this  kind  must 
"  necessarily  in  the  nature  of  things  be  reconsidered 
"  from  time  to  time,  and  the  commission  earned  by 
■'  Mr.  Scott  being  now  so  much  in  excess  of  what  the 
"  business  was  worth  when  he  got  the  appointment, 
"  it  is,  I  submit,  not  um-easonable  to  propose  an 
"  arrangement  which  will  effect  a  considerable  saving 
"  to  the  revenues  of  India." 

1888.  What  is  the  date  of  this  letter?— This  is 
dated  tlie  20th  June  1911,  and  the  renewed  an-ange- 
ment  took  effect  on  the  1st  July.  It  goes  on :  "So  far 
'•  as  can  be  estimated,  the  earnings  of  Mr.  Scott  under 
'  the  suggested  scheme  will  give  him  an  income  during 
"  next  year  of  something  like  8,0002.,  the  amount  which 
"  he  earned  annually  for  the  fii-st  three  years  of  his 
"  appointment.  It  is  true  that  his  work  wHl  be  practi- 
"  cally  double  what  it  was,  and  that  fi-om  this  amount 
"  has  to  be  deducted  the  rent  of  his  premises  and  the 
"  cost  of  his  staff,  but  putting  these  at  2.0002.  a  year  he 
"  will  net  annually  6,0002.  On  the  other  hand  it  may 
■'  be  said  that  this  is  a  large  income,  but  incomes  in 


"  the  City  are  larger  than  those  at  this  end  of  the 
"  town,  and  from  the  City  point  of  view  it  would  not 
"  be  regai-ded  as  excessive,  considering  the  great 
"  responsibUities  attaching  to  the  work  and  the 
"  enormous  value  of  the  securities  constantly  passing 
"  through  Mr.  Scott's  hands.  Having  been  in  daily 
"  and,'  I  may  say,  hourly  contact  with  Mr.  Scott  in 
"  arranging  the  placing  of  our  balances  and  the  raising 
"  of  our  loans  for  many  years,  I  can  speak  with  some 
"  knowledge  of  the  assiduity  which  he  displays  in  his 
"  work.  He  has  to  be  at  the  call  of  the  Chairman  of 
':  the  rinance  Committee  and  the  Accountant- General 
"  every  business  day  and  all  day,  and  he  never  absents 
"  himself  without  leave  previously  obtained.  It  might 
"  further  be  said  that  a  salaried  man  would  do  the 
"  work  more  cheaply,  but  I  am  doubtful  if  he  would  do 
'  it  as  well  as  a  man  paid  by  results.  On  our  loans  of 
"  20  millions,  if  we  lost  even  an  eighth  per  cent,  in 
"  interest,  that  would  cost  us  25,0002.  a  year,  and  there 
••  is  no  doubt  that  we  benefit  immensely  by  havii^  a 
"  man  to  do  our  business  who  is  a  partner  in  a  high- 
"  class  financial  house  such  as  Nivison's  and  in 
"  constant  touch  with  the  market.  I  don't  know  if 
"  Mr.  Scott  will  accept  the  reduced  terms  proposed, 
'■  but  if  we  can  get  him  to  do  so  and  leave  him  at  the 
"  same  time  valuing  the  appointment,  as  I  hope  we 
"  may,  if  the  proposal  in  the  departmental  note  is 
"  adopted  by  Council,  I  think  the  arrangement  wiU  be 
"  a  distinctly  favourable  one  for  the  revenues  of  India, 
"  and  at  the  same  time  not  ungenerous  to  a  man  who 
"  has  served  us  well."  That  letter  gives  the  whole 
argument  of  the  minute. 

1889.  {Lord  Faber.)  It  is  very  well  put?  —  Tes, 
it  is. 

1890.  (Chairman.)  I  agree  with  Lord  Faber  that 
it  is  very  well  put,  but  I  confess  it  leaves  me  with  the 
impression  that  the  reniuneration  is  very  high ;  in  other 
words,  that  it  is  such  as  would  more  than  attract  the 
men  of  very  high  standing  and  position  that  you  must 
necessarily  obtain  for  the  post,  and  that  it  is  more 
than  sufficient  to  reward  them  for  the  wo%k  which 
they  have  to  do.  I  gather  from  a  reference  in  the 
minute  of  Lord  Inchcape  which  you  read,  that  he,  at 
any  rate,  had  considered  the  possibility  of  arranging 
for  a  fixed  payment  ?  —  Tes,  it  had  often  Tseen 
thought  of. 

1891.  I  made  some  inquiries  as  to  the  aiTangements 
made  by  the  Treasury  with  the  Grovemment  brokei% 
and'  I  find  that  he  receives  a  fixed  payment? — That 
is  not  for  loaning,  that  is  for  buying  and  selling 
stocks.  We  have  a  similar  aiTangement  with  Mr.  Scottj 
but  it  is  for  quite  a  different  tlung.  I  might  explain 
that  when  I  prepared  the  minute  for  the  Committee, 
dealing  with  Mr.  Scott's  remuneration  which  Lord 
Inchcape  summed  up  here,  the  transactions  to  which 
you  were  refen-ing  were  placed  before  them,  and  we 
were  well  aware  what  the  Supreme  Court  was  doing 
and  what  the  Comptroller-Genei-al  of  the  National 
Del)t  was  doing.  Mr.  Scott  now  has  a  maximum  of 
1,5002.  a  year  for  purchases  and  sales  of  stocks.  We 
have  a  scale  which  operates  according  to  the  trans- 
actions, which  is  on  the  paper  which  you  have  before 
you;  you  will  find  it  at  the  foot.  The  payments 
under  that  scale  are  not  to  exceed  1,5002.  a  year.  The 
cases  that  you  put  to  me  are  not  pamllel,  as  the  class 
of  business  is  not  the  same. 

1892.  But  would  not  a  similar  arrangement  be 
applicable  to  it  ?— It  is  possible,  no  doubt,  to  get  a 
broker  at  a  fixed  salary,  but  to  get  a  fii-st-class  man 
in  that  position,  with  the  very  great  responsibility 
that  oiu-  broker  has,  you  would  have  to  pay  a  veiy 
high  salary,  considering  the  vast  volume  of  business 
that  he  does  and  the  responsibility.  He  must  have 
oflices  close  to  the  Bank  of  England,  because  we  have 
hundreds  of  thousands  of  pounds  of  securities  every 
day  passing  to  and  from  his  office  to  the  Bank,  and 
the  transmission  of  these  things  in  the  City  from  a 
distance  is  risky,  and,  of  course,  it  is  an  impediment 
to  business  too.  He  has  expensive  offices,  and  he  has  • 
a  staff,  of  course,  constantly  employed. 

1893.  I  think  Lord  Inchcape  calculated  that  after 
allowing  2,0002.  a  year  for  the  offices  and  staff  there 
would  remain   an   average  of   6,0002.   a  year  ? That 
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would  depend ifentirely  on  our  balances.  It  -vfill  not 
be  anything  like  that  if  what  we  budget  for  is  realised. 
If  we  start  the  coming  financial  year  with  a  balance  of 
about  4  millions,  as  we  biidget  to  do,  the  broker  will 
not  have  anything  like  the  remuneration  that  we  are 
paying  him  now  ;  in  fact,  it  would  not  in  many  cases 
very  much  exceed  his  office  expenses.  If  you  look  at 
the  early  years  you  will  find  there  were  many  years 
when  it  did  not,  and  the  tendency  is,  and  the  wish  is, 
to  revert  to  the  smaller  balances  if  it  is  possible;  Up 
to  1900  the  maximum  flgiii-e  was  3,000J.  altogether. 

1894.  That,  of  course,  is  one  of  the  things  which 
impresses  one  a.bout  the  arrangement.  If  jjou  take 
the'lO  earlier  years,  the  average  is  very  much  smaller 
than  it  is  in  the  last  10  years,  so  no  doubt  the  business 
has  groVn  ? — It  has,  immensely. 

1S95.  Apparently  the  India  Council  itself  came  to 
the  coiiolusion  that  the  commission  ought  not  to  grow 
simply  in  proportion  to  the  business  ? — Tes.  Of  course, 
we  have  to  deal  with  an  officer  who  would  only  accept 
an  appointment  of  a  certain  value,  and  who  would  in 
every  way  satisfy  the  Grovernment.  It  is  a  valuable 
post,  undoubtedly. 

1896.  I  understand  you  to  say  that  in  your  opinion, 
having  regard  to  the  responsibility  and  the  amount  of 
his  work,  the  average  payments  are  not  now  unduly 
high  ? — I  think  they  are  not  unduly  high,  particularly 
if  you  compare  them  with  the  scale  which'I  suppose 
other  brokers  know  of,  which  is  paid  in  the  City  for 
similar  business. 

1897.  Do  you  attach  much  importance  to  the 
reason  for  continuing  to  pay  by  commission  given  by 
Lord  Inehoape,  that  you  could  hardly  expect  to  get 
the  best  service  of  a  man  unless  his  remuneration  was 
dependent — I  think  that  is  what  it  comes  to — on  the 
success  of  his  exertions  )' — "We  deliberately  abandoned 
the  old  plan  of  paying  a  percentage  on  amounts. 

1898.  In  order  to  stimulate  him  to  greater 
activity? — I  think,  generally  speaking,  it  is  a  con- 
sideration which  tends  to  ensure  the  best  terms  for 
India. 

1899.  It  is  not  one  which  is  ever  applied  to  civil 
servants  ? — No,  but  then  we  are  not  dealing  with  civil 
servants,  and  one  must  look  at  it  from  the  City  point 
of  view.  I  may  say  that  I  know  the  views  of  Mr.  Le 
Marohant,  the  preceding  Chairman,  were  very  similar, 
namely,  that  in  the  City  we  must  pay  for  a  first-class 
man  prices  which,  to  civil  servants,  look  very  large. 

■  '1900.  The  figures  in  Statement  No.  2,  on  page  318 
of  Appendix  XI.,  I  think  from  what  you  have  said,  do 
notshow  the  total  remuneration  of  the  broker? — No. 
His  total  remuneration  is  ^hown  in  a  statement  which 
I  think  has  been  sent  to  you. 

1901.  Is  that  the  paper  headed  "Supplementary 
Statement  III."  on  page  330  of  Appendix  XI.  ?— Tes, 
that  shows  you  his  total  remuneration.  Might  I  sup- 
plement my  last  answer  with  regard  to  the  scale  paid 
to  the  broker  ?  Of  cour'se,  the  whole  of  it  is  not 
personal  to  him  ;  that  is  understood.  We  do  not  know 
the  arrangement  he  has  made  with  the  fii-m  to  which 
he  belongs  ;  that  is  not  his  personal  share. 

1902.  It  is  remuneration  to  the  firm  ?— It  goes  to 
the  firm,  and  the  broker's  relation  to  the  firm  in  that 
matter  we  do  not  know.  '  .       i 

1903.  In  order  to  make  your  procedure  quite  clear, 
I  want  to  ask  about  the  auditor.  Is  it  any  part  of 
the  auditor's  business  to  check  the  rate  of  interest 
received  ?— Not  the  rate  of  interest  received,  because 
he  like  myself,  is  a  whole-time  officer  in  the  "West  End, 
and  he  would  not  be  an  expert.  But  the  auditor  would 
watch  the  balances  and  see  that  he  invested  theni. 

1904.  The   auditor  would    do   that,   would    he.''— 

Tes. 

i90S  In  certain  years  you  placed  portions  of  your 
cash  balances  on  deposit  with  some  of  the  banks  ?— 

Yes 

iooe  Who  made  the  decision  as  to  the  banks  to  be 
chosen  ^'  Was  the  selection  made  in  the  same  way  as 
for  the' boii-owers'  list  ?-Practically  The  Chairman 
of  the  Finance  Committee,  in  consultation  with  other 
members  of  the  Finance  Committee,  m  the  first  place 
selected  the  banks,  and  they  were  shortly  afterwards 
approved  by  the  Secretary  of  State  in  Council. 


1907.  In  that  case,  was  it  made  known  to  the  City 
that  there  was  this  money  to  be  placed,  and  did 
you  await  applications  from  the  banks  ? — No.  No 
announcement  was  made. 

1908.  The  Finance  Committee,  with  the  approval 
of  the  Secretary  of  State,  selected  certain  banks  and 
then  negotiated  the  terms  with  them  ? — Tes. 

1909.  That,  I  think,  was  only  intended  as  a 
temporary  expedient  ? — ^A  purely  temporary  expedient. 

1910.  And  at  the  present  time  no  money  is  on 
deposit  with  the  banks  ? — That  is  so.  We  should  never 
need  to  do  anything  of  that  kind  unless  our  balance 
exceeded  11  millions. 

1911.  And  that  is  a  point  beyond  which  you  do  not 
expect  your  balances  to  rise  ?— It  is  the  point  at  which 
we  stand  at  the  present  moment,  but  the  amount  will 
be  largely  reduced  in  about  a  fortnight's  time  when 
the  dividends  are  paid  on  the  India  stocks. 

1912.  I  see  in  paragraph  15  of  Appendix  XI.  you 
mention  two  cases  where  apparently  the  approved 
borrowers  were  unable  to  pay  on  the  due  date ;  these 
were  the  only  two  oases  in  which  you  have  had  any 
difficulty,  I  believe  ? — They  are  the  only  two  oases  Lu 
which  we  have  had  any  difficulty  at  all.  Every  loan  has 
been  paid  without  any  difficulty  directly  the  money  has 
been  asked  for.  But  there  were  two  cases  in  1906 
and  1907  in  which  firms  were  unable  to  meet  their 
engagements. 

1913.  Did  their  failure  to  meet  their  engagements 
suggest  any  further  precautions  ? — No.  I  raised  the 
question  again  with  the  Finance  Committee  as  to 
advancing  at  par  value  Indian  railway  debentures, 
because  both  those  loans  were  in  Indian  railway  deben- 
tures, and  it  was  decided  not  to  make  any  change  In 
one  case  I  may  mention  that  we  made  a  considerable 
profit.  We  took  the  securities  over  and  sold  them  and 
made  a  profit  and  handed  over  the  balance  to  th,e 
estate.  In  the  other  case  there  was  a  small- loss  on  the 
principal,  but  we  held  the  bonds  for  a  few  months, 
sold  them,  and  they  carried  a  rate  of  interest  while  we 
held  them  which  was  higher  than  we  were  receiving 
in*the  market,  and  so  we  recouped  our  loss  on  the 
principal  by  the  extra  interest. 

1914.  Ton  have  an-angements  with  the  Bank  of 
England,  I  think,  unwritten  but  old-standing  arrange- 
ments, that  your  balances  on  each  day  should  not  fall 
below  500,000Z.  ?— That  is  so. 

1915.  That  is  indirect  remuneration  to  the  Bank,  I 
think,  and  you  so  describe  it  ? — Tes. 

1916.  But  you  pay  the  Bank  a  direct  remuneration 
for  some  of  its  services  also? — Tes. 

1917.  Can  you  tell  me  what  that  remuneration 
amounts  to  ? — I  think  there  has  been  put  in  to^ay  a 
stateinent  which  gives  you  full  information  (see  Supple- 
mentary Statement  II.  to  Appendix  XI.,  page  329). 

1918.  I  do  not  think  I  need  ask  you  any  question 
on  your  other  memorandum  (Appendix  XII.),  on  the 
authority  required  for  payments  made  at  the  India 
Office",' except  this,  that  I  see  from  the  statement  at 
the  end  of  paragraph  3  that  the  aiTangements  with 
the  Bank  of  England  for  the  issue  of  loans  were  made 
in  December  1904  ;•  but  you  do  not  say  for  what 
period  they  were  made  ? — They  were  not  made  for  any 
fixed  period.  The  question  can  be  raised  by  the  Bank 
or  ourselves  at  any  time,  but  they  agree  with  the  rate 
that  is  being  paid  by  the  Treasury.  If  the  Treastiry 
alter  their  rate  for  similar  transactions,  I  suppose  we 
should  do  it  without  question. 

1919.  {Lord  Faber.)  I  gather  from  you  that  you 
think  the  securities  on  which  you  lend  are  admirable 
and  of  a  high  class  ? — Tes. 

1920.  Do  you  not  think  it  would  be  better,  however, 
to  add  to  that  list  of  securities  some  first-class  stocks 
which  are  registered  not  at  the  Bank  of  England,  but 
at  the  big  joint  stock  banks  like  the  London  and 
Westminster  and  that  sort  of  bank ;  you  have  not  got 
those  in  your  list  ? — Tes,  I  do. 

1921.  Do  yon  think  your  list  is  enough  ?  In  my 
trade  as  a  banker  we  all  lend  on  these  things,  and  we 
make  no  difference  at  all.  We  find  there  is  no 
difficulty  in  getting  the  security  registered.  It  appeai-s 
to  me,looking  verycarefully  thi-ough Appendix  XT.,  that 
on  one  or  two  occasions  you  have  not  been  able  to  find 
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quite  sufficient  secuiities  of  this  class  alone  ? — It  very 
rarely  happens,  but  because  we  could  not  find  securities 
on  the  list  as  it  then  stood  we  admitted  bearer  colonial 
securities,  and  we  have  had  no  difficulties  since. 

1922.  Tou  i-ather  astonished  me  in  one  remark  that 
y(ju  made.  I  agree  with  you  in  thinking  that  you  are 
wise  to  lend  only  in  blocks  of  50,000i. ;  it  saves  much 
boijk- keeping  and  it  is  easy ;  but  then  yon  go  on  and 
say  that  a  man  is  safer  if  you  can  lend  him  50,0002. 
than  if  you  can  only  lend  him  25,000Z.,  because  he  is 
bigger ;  are  you  still  of  that  opinion .' — I  did  not  mean 
to  convey  that  impression.  I  only  meant  that  those 
who  would  deal  in  such  large  sums  could  produce  such 
large  amounts  of  securities.  We  satisfy  ourselves 
before  we  admit  them  to  the  list  that  they  have  large 
capital  resources.  We  have  had  applications,  as  a 
matter  of  fact,  from  very  small  people  who  ofEer  very 
high  rates  of  interest. 

1923.  Am  I  i-ight  ia  thinking  that  the  Government 
lend  at  par  on  Indian  railway  debentures,  although 
those  debentures  might  be  below  par  and  might  have 
some  years  to  run  ? — Yes. 

1924.  Is  that  completely  wise,  do  you  think  ?  Tou 
are  letting  a  man  borrow  on  security  which  is  not 
full  security.  Instead  of  lending  on  a  margin  of  5  per 
cent.,  when  he  borrows  you  are  letting  him  have  more 
than  the  security;  you  will  get  paid  eventually,  but 
meanwhile  he  ought  to  be  paying  market  terms  ? — That 
policy  has  been  considered  again  and  agaia,  and 
deliberately  adopted  because,  as  I  have  said,  there 
is  a  very  large  amount  of  Indian  railway  debt  of  that 
kind,  temporary  debt,  which  has  to  be  renewed  from 
time  to  time,  and  fresh  issues  are  occasionally  made. 
We  know  that  people  take  these  things  and  use  them  to 
borrow  from  ns  and  other  people. 

1925.  May  I  say  this,  that  the  borrower,  if  he 
knows  his  business,  and  if  he  has  any  Indian  railway 
debentures,  wiR  always  borrow  on  them  before  he 
boiTOws  on  anything  else,  because  he  could  borrow 
more  on  them  than  they  are  worth  ? — I  should  have 
thought  so,  but  it  is  not  so  as  a  matter  of  fact.  We 
found  when  we  admitted  the  colonial  securities  that 
some  of  them  came  and  took  out  our  debentures  and 
put  colonial  securities  in  instead. 

1926.  Now,  coming  to  the  very  difficult  question  of 
the  payment  to  the  Government  broker,  I  suppose  you 
would  be  of  the  opinion  that  a  broker,  being  only 
human,  works  rather  better  for  a  percentage  than  he 
would  for  a  fixed  salary  ? — I  should  think  so.  I  do  not 
say  how  far  that  would  actuate  him,  but  we  all  of  us,  I 
think,  are  stimulated  by  feeling  that  we  get  something 
out  of  the  work  we  do  and  in  proportion  to  the  work 
we  do. 

1927.  Taking  your  figures  as  correct,  the  broker 
now  gets  8,000i.  a  year,  and  I  think  he  has  to  pay 
2.0001.  for  clerks  and  for  offices,  unless  he  is  in  his 
firm's  offices  ?  Is  it  his  firm's  offices  ? — Yes,  but  he 
has  separate  rooms  for  our  business. 

1928.  Does  he  pay  2,0001.  for  those  rooms  ? — ^I  do 
not  know.  He  employs  two  highly  paid  clerks  at  least 
to  do  oui-  business,  men  drawing  considerable  salaries  ; 
one,  I  know,  has  been  with  him  or  with  his  firm 
for  nearly  40  years.  As  a  matter  of  fact,  the  broker 
will  be  before  you  presently,  and  I  dare  say  he  will  tell 
you  what  his  office  expenses  are.  It  had  better  come 
from  him  than  from  me. 

1929.  It  is  difficult  to  decide  a  question  of  salary. 
I  can  only  say  that  on  the  whole  it  appears  to  me  to 
be  large  when  I  bear  in  mind  that  Cabinet  Ministers, 
the  largest  railway  general  managers,  and  the  largest 
bank  managers,  whose  whole  time  is  given  to  the  work, 
and  every  moment  of  their  time,  do  not  get  as  much — 
many  of  them  at  any  rate.  I  can  speak  from  my  own 
personal  knowledge  to  that.  This  is  a  difficult  thing, 
and  I  do  not  want  to  dogmatise  on  it ;  I  do  not  say  it 
is  wrong  ? — I  put  the  matter  fully  before  the  Council, 
and  the  matter  was  very  carefully  considered,  especially 
by  Lord  Inchcape.  I  know  it  had  previously  been 
considered  by  previous  chairmen  of  the  Finance 
Committee,  and  they  decided  that  the  present  scale 
was  not  an  extravagant  scale.  Tou  must  remember 
that,  while  we  have  had  big  balances,  we  must  look  at 
the  average. 


1930.  I  lay  great  stress  on  what  you  said  about  the 
Indian  Budget.  As  we  know  from  studying  your 
figures,  India  has  much  larger  balances  than  usual  owing 
to  certain  circumstances,  such  as  its  being  unable  to 
buy  its  railway  material,  and  therefore  the  broker  has 
had  to  do  a  great  deal  more  in  the  last  few  yea,rs  than 
he  would  have  had  on  a  genei-al  average  ? — Besides,  we 
have  had,  as  you  know,  large  opium  balances  here  which 
have  been  held  over  until  temporary  debt  matured. 
All  those  things  help  the  broker. 

1931.  I  do  not  think  you  are  quite  aware  that  it  is 
vei-y  easy  indeed  to  check  the  rate  that  the  broker  gets 
from  day  to  day ;  you  can  check  it  absolutely  to  a 
fraction  by  the  quotations  in  the  daily  papers  F — I  may 
say  that  one  of  the  best  protections  we  have  against 
the  broker  accepting  a  wrong  rate  of  interest  is  the 
fact  that  the  daily  papers  publish  the  business  we  do, 
the  period  for  which  we  lend,  and  what  we  get  every 
day.     If  we  go  wrong  everybody  knows  it. 

1932.  I  may  say  again,  as  a  banker,  that  you  do  not 
get  the  top  price  for  your  money  ? — See  the  conditions 
under  which  we  lend.  We  are  lending  public  money 
and  we  are  not  a  dividend-paying  concern. 

1933.  You  get  excellent  securities? — Yes,  we  do. 
A  further  point  is  that  we  lend  for  the  date  that 
we  fix  and  that  the  borrower  does  not  fix;  we  lend 
for  the  date  on  which  we  want  the  money,  and  we 
do  not  consider  the  borrower  in  that  matter. 

1934.  (Sir  Robert  Chalmers.)  Following  your  argu- 
ment in  favoui-  of  lending  to  outside  brokers  not 
less  than  50,0002.,  that  same  argument  does  not 
apply  to  multiples  quite,  does  iti* — No,  not  exactly. 
What  we  want  to  be  able  to  say  is  that  we  only  lend 
in  blocks  of  50,0002. 

1935.  So  long  as  you  say  that  is  your  minimum, 
youi-  main  principle,  is  that  not  enough  for  you  ? — 
It  might  be  enough,  but  it  has  not  been  the  practice. 
You  must  remember  that  I  have  to  reserve  some 
money,  and  that  I  could  not  even  then  lend  right 
down  to  the  500,0002.,  because  I  have  liabilities  coining 
in  quite  unexpectedly.  Contractors  expect  to  be  paid 
immediately,  and  demands  are  made  at  very  short 
notice,  so  I  always  keep  a  larger  balance  than 
500,0002. 

1936.  It  might  be  the  case  that  one  of  the  people 
to  whom  you  wanted  to  lend  might  want  to  borrow 
70,0002.  and  not  100,0002.  ?— We  have  never  been 
asked  to  do  that. 

1937.  Of  course,  because  they  know  your  practice  .'' 
— They  know  our  practice. 

1938.  As  to  the  loans  made  to  the  banks  in  recent 
years,  do  you  get  any  security  from  the  banks  ? — 
None.  I  am  told  that  the  clearing  banks — and  they 
were  all  clearing  banks — ^will  not  give  securities  under 
those  circumstances. 

1939.  At  the  time,  you  were  lending  money  to 
these  outside  borrowers,  and  they  did  give  security  of 
the  special  and  valuable  character  that  you  have 
already  mentioned  .P — That  is  so. 

1940.  You  did  not  ask  the  joint  stock  banks  to 
give  security  for  the  similar  loans  that  you  made 
to  them  ?— No.  I  think  the  explanation  given  was 
this,  that  the  joint  stock  banks  object  always  to  giving 
security,  because  it  makes  us  preferential  creditors- 
therefore  they  decline  to  do  it,  as  they  will  not  put 
us  in  a  special  position. 

1941.  I  quite  follow  that;  but  take  the  case  of  one 
of  the  jomt  stock  banks  going  to  the  Bank  of  England 
to  borrow  money;  they  would  give  security  for  their 
loan  from  the  Bank  of  England,  would  they  not  ?— 
That  IS  a  matter  which  does  not  come  within  my 
personal  knowledge.  . 

1942  Ai-e  you  aware  that  in  some  cases  some 
public  bodies  have  required  security:-'— I  know  one 
pubhc  body  has  required  some  security. 

1943.  I  am  anxious  to  elicit  your  oninion :  Would 
the  requu-ements  of  such  special  securities  from  these 
banks  mean  a  reduction  of  the  rate  payable ;  do  you 
think  so  or  not?— I  do  not  think  it  would,  but  I  am 
not  in  a  position  to  say. 

1944.  Is  it  not  the  case  that  these  loans  to  the 
joint  stock  banks  and  so  f  oi-th  were  wholly  exceptional  '■' 
— Yes. 
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1945.  And  aee  not  likely  to  recur  F — Yes. 

1946.  Coming  back  to  the  paiiiicular  case  of  the 
exceptional  circumstances  in  which  loans  were  made 
by  the  India  OiHce  to  banks,  to  what  extent  were 
members  of  the  Secretary  of  State's  Council  interested 
in  any  banks  to  which  loans  were  made  ? — Do  you 
mean  that  you  want  to  know  how  many  members  of 
the  Council  were  so  interested  ? 

1947.  Tes,  the  number? — There  were  two  that 
I  know  of  and  only  two,  that  is  to  say,  two  actual 
members.     There  was  ^Iso  one  ex-member. 

1948.  I  meant  the  number  of  actual  members  at 
the  time  the  loans  were  made? — Two  at  the  time. 

1949.  Was  there  any  question  raised,  so  far  as  you 
know,  as  to  the  policy  of  making  loans  to  banks  with 
which  members  of  the  Secretary  of  State's  Council 
were  connected  as  directors  ? — I  know  the  question  was 
raised,  and  the  possibility  of  parliamentary  criticism 
on  lending  to  banks  repasesienied  on  our  Council  was 
fully  considered.  I  called  attention  to  it  in  a  Council 
Minute  dated  December  1911.  The  Secretary  o£  State, 
however,  approved  the  action  and  thought  that  under  the 
circumstances  it  was  the  most  suitable  thing  to  do. 
Absolute  security,  as  far  as  we  could  attain  it  without 
the  deposit  of  securities  of  any  other  kind,  was  the  thing 
we  aimed  at.  Our  own  members  of  Council  knew  the 
banks  with  which  they  were  connected,  they  kiiew 
exactly  what  they  would  do  with  the  money,  and  that 
special  steps  would  be  taken  to  secure  its  availability 
on  the  day  we  might  want  it.  We  might  have  lent  to 
other  banks  who  might  have  been  equally  secure,  but 
we  should  not  have  known,  as  we  l:new  in  the  case  of 
these  banks,  exactly  what  was  done  with  the  money. 

1950.  The  possibility  of  hostile  criticism  was 
recognised  in  advance  ? — And  it  was  fully  considered. 

1951.  As  to  the  composition  of  the  Finance 
Committee,  that,  I  think,  is^  exxrhisrvetR-  is:  it  not;,  like- 
the  composition  of  every  other  committee,  at  the 
discretion  of  the  Secretary  of  State? — Tes. 

1952.  Is  there  anything  that  differentiates  the 
rinance  Committee  from  any  other  committee  as 
regards  the  principles  on  which  it  is  formed? — Tes. 
We  have,  always  had  the  City  representation  on  the 
Finance  Committee ;  in  that  sense  it  is  special.  It  is 
usual,  I  think — though  of  course  these  matters  are  not 
reaUy  in  my  department,  they  belong  to  a  higher 
authority  than  myself — just  as  there  is  a  military 
member  generally  to  represent  military  finance. 

1953.  That  I  quite  understand,  but  I  was  not 
speaking  as  to  the  personnel  composing  the  Committee. 
Committees  are  appointed  by  the  Secretary  of  State 
for  finance  purposes,  military  purposes,  and  so  forth, 
and  there  is  nothing  as  regards  the  mode  of  com- 
position or  of  appointment  which  difEerentiates  the 
functions  of  the  Secretary  of  State  in  connection  with 
the  Finance  Committee  from  his  functions  in  connection 
with  any  other  committee,  is  there? — Nothing  that 
I  know  of  at  all. 

1954.  And  the  Chairman  of  the  Finance  Committee, 
as  of  any  other  committee,  is,  as  a  rule,  I  understand, 
appointed  in  an  informal  way — designated,  may  I  say 
— by  the  Secretary  of  State,  and  holds  office  at  the 
pleasure  of  the  Secretary  of  State  ?— Of  that  again 
J  am  not  quite  sure.  These  matters  are  decided  in 
Council,  so  I  probably  am  not  a  suitable  witness  to 
put  the  question  to.  I  can  only  speak  of  what  I  know 
in  the  particular  case  of  the  Finance  Committee. 

1955.  I  understand  that  by  law  no  business  can  be 
placed  before  any  committee  or  before  the  Council 
except  by  the  Secretary  of  State,  or  the  Under- 
Secretary  acting  on  his  behalf;  and  no  member  of 
the  Council  can  legally  take  part  in  the  busmess  of 
any  committee  unless  requested  to  do  so  by  or  on 
behalf  of  the  Secretary  of  State ;  is  that  correct  ?— 
That  I  understand  to  be  the  case.  That  is  why  the 
minutes  of  all  the  departments  go  to  the  I^der- 
Secretary,  who,  in  the  name  of  the  Secretary  of  State, 
writes,  "  Direct  to  be  sent  to  "  this  committee  or  that 
committee  or  to  more  than  one  committee. 

1956.  (Mr.  Gladstone.)  I  think  the  Chamnan  re- 
ferred to  the  list  of  borrowers  against  security 
which  you  give  in  Appendix  XI.,  pp.  315-6,  as  bemg 
a  somewhat  arbitrary  list;   is  this  not   partly  due 


to  the  fact,  perhaps,  that  it  is  not  generally  known, 
or  was  not  generally  known,  that  firms  and  other 
suil^ble  people  could  get  on  the  list  by  application  ? — 
We  do  not  advertise  it  in  any  way.  We  never  ask 
people  to  join. 

1957.  I,  for  instance,  am  in  the  City,  and  I  did*not 
know  how  the  list  was  composed ;  now  I  do.  I  think 
if  it  were  desired  to  widen  the  list — ^it  probably  will  be 
known  now — ^you  will  have  further  applications  from 
people  who  will  be  suitable  ? — An  announcement  was 
made  in  Parliament  that  applications  will  be  considered, 
as  they  always  have  been. 

1958.  With  regard  to  making  advances  at  par  on 
India  Debentures,  India  Bonds,  and  the  Guaranteed 
Debentures  of  Indian  Hallways  ;  I  do  not  quite 
appreciate  the  difference  between  Debentures  and 
Guaranteed  Debentures  ?  —  Guaranteed  Debentures 
are  the  debentures  of  a  railway  company.  The  India 
Debentures  are  debentures  of  the  Government  of 
India. 

1959.  Do  you  think  it  is  quite  sound  to  advance 
on  ftieir  par  value  ?  Would  it  not  be  better  to  put 
these  securities  into  the  list  for  market  value,  even 
if  the  cover  was  reduced  somewhat  from  5  per 
cent.  ?  I  do  not  quite  see  why  advances  should  be 
made  on  securities  above  their  market  value.  If  that 
practice  were  abused,  bankers  could  buy  these  securities 
below  par  value  and  then  obtain  the  full  par  value 
from  you  and  have  a  permanent  margin  ? — There  is,  as 
a  rule,  very  little  difference,  because  these  bonds  are 
renewed  from  time  to  time  on  terms  that  practically 
bring  them  to  par  every  time  they  are  renewed. 

1960.  It  would  only  be  a  matter  of  ^  per  cent, 
then  ? — Say  of  2s.  6d.,  or  something  of  that  kind. 
There  has  been  very  little  in  it. 

1961.  {Lord  Faber.)  They  have  been  a  good  deal 
under  pair  just,  lately,  but.  that, ,  I  suppose,  is  excep- 
tional ? — ^Tes.  That  wiU  be  readjusted  when  the  time 
for  renewal  comes. 

1962.  (Mr.  Gladstone.)  Then  with  regard  to  the  list 
of  borrowers ;  it  being  your  practice  to  demand  a 
margin  of  5  per  cent,  on  market  values,  you  are  practi- 
cally secured  except  against  fraud  on  these  loans  ? — Tes. 

1963.  A  5  per  cent,  margin  on  secvuities  of  this 
character  is  a  very  large  margin  ? — ^It  is. 

1964.  With  regard  to  the  rate  that  you  obtain, 
some  reference  has  been  made  to  the  top  price.  Tou 
have  referred  to  the  rates  of  interest  which  are  pub- 
lished in  the  newspapers,  and  have  stated  that  that  makes 
it  possible  for  you  to  check  the  broker ;  are  you  satis- 
fied that  he  does  get  you  a  very  good  rate  ? — That  is 
not,  of  course,  my  check.  Personally,  I  can  have  very 
little  knowledge  of  the  prices  of  the  market  at  the 
time,  except  what  I  may  read  in  the  newspapers ;  but 
the  City  members  of  iJie  Finance  Committee  are  in 
close  touch  with  the  hourly  movements  of  money ; 
they  check  it,  and  we  have,  as  I  say,  the  additional 
security  which  publicity  gives  as  to  what  we  do. 

1965.  My  own  experience  is  that  you  do  get  a  very 
close  rate  ? — I  think  we  do. 

1966.  I  had  an  instance  only  two  months  ago, 
where  I  lent  150,000Z.  The  National  Discount  Com- 
pany took  it,  telling  fne  that  a  similar  amount  had 
been  called  in  by  the  Secretary  of  State  that  morning, 
I  got  from  them  something  like  the  same  rate,  4^  or 
4f.  That  gave  me  the  impression  that  the  India 
Office  did  their  business  uncommonly  well  ? — I  think 
my  observation  would  entirely  confirm  your  view,  that 
the  broker  does  everything  a  man  can  do  to  get  the 
best  rate  he  can. 

1967.  No  doubt  you  could  look  up  this  actual 
transaction  if  desired.  We  have  not  had  before  us  a 
list  of  the  joint  stock  banks  with  whom  deposits 
were  made.' — The  names  have  been  published  in 
answer  to  a  question  in  Parliament.  Of  course  there 
is  no  objection  to  giving  them. 

1968.  {Chairman.)  I  think  we  ought  to  have  them  ? 
— The  names  are  the  National  Provincinl  Bank  of 
England ;  the  London  County  and  Westminster ;  the 
Union  of  London  and  Smiths  Bank ;  the  Loudon  City 
and  Midland  Bank;  Glyn,  MiUs,  Ourrie  &  Co.;  the 
London  Joint  Stock  Bank;  and  Messrs.  Barclay  & 
Co.     Other  banks  have  applied,  and  they  have  been 
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told  that  if  the  practice  were  restuned  their  names 
would  be  considered. 

1969.  (Lord  Fdber.)  Ton  have  got  quite  first-rate 
hanks  on  your  list  ? — I  think  so. 

1970.  {Chairman.)  Other  banks  you  say  have 
ap^ied  since — since  when  ? — Since  the  parliamentary 
questions  were  asked. 

1971.  That  is,  since  it  became  known  that  you  had 
been  lending  in  this  way? — ^Tes. 

1972.  (Mr.  Gladstone.)  Did  you  consider  the  finan- 
cial position  and  general  standing  of  those  banks  was 
so  high  and  undoubted  that  really  it  was  almost  super- 
fluous to  ask  for  security  F — I  cotild  not  judge  of  that, 
but  our  two  City  members,  who  were  bankers,  thought 
they  would  not  give  security. 

1973.  Do  you  not  think  they  were  probably  influenced 
by  the  fact  that  if  you  did  ask  for  security  the  rate  of 
interest  would  undoubtedly  be  lower  ?  Is  it  not  the 
regular  practice  to  make  a  difference  in  the  rate  in  the 
case  of  high- class  institutions  whether  security  is 
given  or  not  ? — ^It  is  quite  possible,  but  that  is  a  yac- 
tice  that  I  cannot  say  that  I  am  aware  of  myself  from 
any  personal  knowle(%e. 

1974.  With  reference  to  Mr.  Scott,  do  I  understand 
that  he  gives  his  whole  time  to  the  business  of  the 
India  Office  ?-^Practi6ally ;  that  is  to  say,  we  have  the 
first  call  on  him  at  any  time.  At  any  business  hour  of 
the  day  either  a  member  of  the  Council  or  myself  can 
obtain  his  services  at  once  for  anything  that  is 
wanted. 

1975.  In  deciding  that  it  was  prefCTable  to  utilise 
the  services  of  a  broker  of  the  highest  possible  stand- 
iiig  in  the  City,  I  suppose  the  opinion  was  that  he 
would  have  better  opportunities  of  getting  the  best 
rates  than  a  salaried  man  who  might  not  have  the 
dAme  6pj)0rtuniti^s  of  gauging  the  market  ? — 1  think 
one  reason  was  that  we  wanted  the  bi-oker  to  be 
aSsdciated  with  a  firm  which  contained  partners  with 
large  financial  knowledge  as  well',  and  in  his  absence 
one  of  them  has  to  do  his  business.  If  you  take  a  firm 
like  Messrs.  Nivison,  I  do  not  consider  tha€  they  are 
overpaid  by  the  office  for  the  work  that  they  do. 

•>  1976.  in  other  words,  you  consider  that  the  income 
of  each  individual  partner  in  Nivison's  is  considerably 
more  than  8,00OZ.  a  year,  quite  apart  from  India  Office 
business? — ^I  have  no  means  of  judging  that,  but  I 
should  think  it  is  very  possible. 

1977.  The  business  conducted  by  Mr.  Scott,  that 
is,  the  daily  transactions  against  securities,  and  the 
moving  of  them  from  one  firm  to  another,  and  from 
the  Bank  backwards  and  forwards,  is  a  vei'y  laborious 
and  responsible  business,  is  it  not  ? — ITndoubtedly.  It 
would  be  a  very  serious  matter  if  anything  went  wrong 
with  any  of  them. 

1978.  On  the  estimate  of  2,000Z.  for  expenses,  which 
Lord  Inchcape  mentioned,  does  that  not  strike  you  as 
rather  low  ?  Knowing  the  rents,  for  instance,  which 
have  to  be  paid  for  offices  near  the  Bank  of  England 
on  the  ordinary  scale,  I  confess  I  should  be  astonished 
to  hear  that  an  office  could  be  run  near  the  Bank 
of  England  to  transact  this  business  for  the  India 
Office  on  2,0002.  a  year  ? — 1  think  I  know  the  salaries 
that  are  paid,  and  that  allows  me  to  judge  how  much 
is  left  for  rent.  Considering  the  vei-y  important 
position  of  the  premises  and  so  on,  I  certainly  think 
that  2,000Z.  a  year  is  not  an  excessive  estimate  of  the 
cost  of  the  office.  It  is  immediately  opposite  the  Bank, 
on  the  other  side  of  the  road. 

1979.  I  see  in  Appendix  XII.  you  make  a  reference 
to  the  purchase  of  stores  (pp.  331-2).  Without  going 
into  details,  I  would  ask  whether  in  the  interests  of 
Indian  finance  it  might  not  be  desirable  to  purchase 
stores,  railway  material,  and  other  things  for  more 
freely  in  India  than  is  now  the  practice,  even  although 
the  material  may  come  from  Europe?  Payment,  of 
course,  would  then  be  made  in  India,  the  quality  of  all 
goods  would  be  checked  there,  presumably,  and  of 
coui-se  it  would  be  popular  in  India,  the  idea  of  traders 
in  India  being  that  a  great  deal  more  business  of  that 
kind  should  be  done  there  ? — I  know  this  matter  has 
been  very  fully  considered  for  many  years,  but  it  has 
not  taken  place  in  my  department,  and  I  do  not  think 
T  could  make  any  statement  that  would  be  of  much 


use  to  the  Commission.     It  is  a  matter  for  the  Director- 
General  of  Stores.     .  ,-      T%  T_     J. 

1980.  (Mr.  Keynes.)  What  ai-e  India  Debentures, 
which  are  the  first  stock  referred  to  by  you.-'— We 
have  no  India  Debentiu-es  outstanding  at  the  present 
time,  but  we  had  some  a  few  years  ago.  They  were 
simply  debentures  running  for  seven  years.  It  was 
found  convenient  to  raise  money  in  that  way  instead 
of  raising  if  by  India  Stocks,  or  by  shorter-term 
securities  such  as  India  Bills  or  India  Bonds. 

1981.  May  I  understand  that  the  securities  placed  m 
the  first  class  in  paragraphs  of  Appendix  XI.  (page  310) 
have  two  advantages,  namely,  that  they  are  received  at 
their  par  value,  and  that  they  are  also  free  from  the 
liability  to  the  provision  of  cover  ?— Tes ;  those  three 
classes  of  Indian  securities  stand  in  the  position  yon 
state. 

1982.  They  have  got  both  advantages  ? — Tes ;  we 
advance  at  par  and  there  is  no  cover. 

1983.  With  regard  to  the  remuneration  of  the 
broker,  it  is  in  proportion,  as  I  understand,  to  the 
interest  that  he  earns,  and  therefore  it  depends  not 
only  on  the  volume  of  business,  but  also  on  the  rate 
which  prevails  for  money  in  a  given  year  ? — Tes. 

1984.  I  notice  that  for  a  large  part  of  1912-3  the 
rat^  of  interest  shown  in  Supplementary  Statement  I. 
to  Appendix  XI.  (page  328)  was  much  in  excess  of  what 
it  had  been  in  some  previous  years,  because  the  pre- 
vailing rate  of  money  was  higher  in  that  year.  The 
figures  for  1912-3  are  perhaps  50  per  cent,  higher 
than  the  figures  for  1911.  Therefore  the  broker 
would  be  getting  a  remuneration  50  per  cent,  higher 
through  no  virtue  of  his  own,  but  because  the  rate 
of  money  aU  over  the  market  was  higher  in  that 
year  than  in  the  preceding  year  ?  — That  is  so. 

1985.  It  would  be  a  purely  casual  remuneration 
which  had  no  reference  to  the  volume  of  business  or 
to  the  trouble  or  skill  wiich  was  involved  ? — That  is 
so,  but  you  must  set  against  that  high  rate  the  1  ■  79  rate 
which  you  get  at  the  top  of  the  table.  It  is  an  average 
rate. 

1986.  I  was  leading  up  rather  to  the  point  that, 
if  you  wish  to  pay  the  broker  by  commission  in  order 
to  make  sure  that  he  will  use  all  his  skiU,  the  residts 
of  his  skill  are  shown  rather  in  the  excess  that  he  gets 
over  a  certain  amount  than  in  the  absolute  amoTuit ; 
that  is  to  say,  if  he  is  skilful  he  may  get  4^  per  cent, 
instead  of  4^  ? — Tes,  if  he  is  skUful  and  persistent. 

1987.  Do  you  measure  his  skill  by  the  amount 
he  gets  in  relation  to  the  average  Bank  B,ate  in  a  given 
year,  or  something  of  that  sort,  rather  than  by  the 
absolute  total  he  gets  ? — We  do  not  consider  the  Bank 
Rate  has  any  reference  at  all  to  this.  The  Bank  Bate 
is  very  often  ineffective,  and  generally  applies  to  rather 
a  different  class  of  transactions  from  those.  It  really, 
as  far  as  we  can  see,  has  very  little  reference  indeed 
to  the  particular  rate  that  we  get. 

1988.  (LordFaber.)  This  is  what  bankers  call  day  to 
day  money,  which  is  quite  a  different  thing  ? — Tes,  it  is. 

1989.  (Mr.  Keynes.)  Would  you  agree  that  the 
amount  extra  which  he  can  get  by  his  skill  is  quite 
swallowed  up  by  the  fluctuations  due  to  variations 
in  the  general  rate  for  money  ? — ^Both  of  the  reasons 
you  have  given  operate,  but  it  would  be  difficult? 
to  say  precisely  how  far  the  brokers  skill,  or  the 
movement  of  the  market,  affected  a  particulai- 
transaction.  His  skill  consists  in  getting  the  highest 
rate  .under  the  existing  market  conditions.  I  am 
afraid  I  could  not  expi-ess  an  opinion  as  to  how 
far  a  particular  rate  was  dependent  upon  the  broker's 
skill. 

1990.  Suppose  that  in  a  given  year,  or  in  a  given 
month,  he  is  earning  for  you  3 J  per  cent.,  and  by 
his  skill  he  gets  an  eighth  per  cent,  more  than  if 
he  had  been  less  skilful,  the  proportion  of  his  income 
which  is  affected  by'  his  additional  skill  is  about 
one-thirtieth? — ^Tes,  but  that  might  make,  over  a 
large  sum,  a  very  considerable  difference.  As  Lord 
Inchcape  pointed  out,  at  the  time  we  had  20  millions 
out  an  eighth  per  cent,  on  our  interest  would  have 
meant  25,00OZ. 

1991.  (Lord  Fdber.)  I  should  say  both  his  skiU  and 
the  money  market  have  to  do  with  it  ? — They  have  to 
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do  with  it,  but  I  cannot  say   how  much  belongs  to 
each. 

1992.  (Mr.  Keynes.)  If  he  is  getting  a  net  income 
of  6,000r.  a  year,  one-thirtieth  of  that  is  200J.,  which  is 
something  trifling  to  him  ? — Yes. 

1993.  So  the  amoiint  of  difference  to  his  income 
that  his  skill  makes  is  very  small  P — No.  Knowing 
the  very-  great  pains  he  takes  every  day  to  ascertain 
the  rate,  and  to  get  the  best  rate,  I  should  say  that 
we  owe  a  great  deal  to  his  skill  and  persistence. 

1994.  I  am  not  disputing  that  the  Indi^  Office  does 
not  gain  large  sums  by  his  skUl,  nor  am  I  denying  the 
exercise  of  it ;  all  I  am  saying  is  that  his  skill  makes 
very  little  difference  to  his  own  income  ? — It  is  not 
very  large,  but  of  course  he  has  a  financial  interest, 
and  where  people  have  a  financial  interest  they  will 
work.  I  do  not  think,  generally  speaking,  it, is  wise  to 
rely  on,  a  man  doing  his  best  simply  because  of 
piinciple ;  if  you  can  give  him  an  incentive  in  the  way 
of  inducement,  even  if  it  is  small,  it  helps. 

1995.  I  wish  only  to  suggest  that  the  amount  of 
incentive  which  has  been  given  him  in  this  way  is 
scarcely  sufficient  to  justify  a  system  which  might  be 
open  to  objection  on  other  grounds  ? — I  am  inclined, 
looking  at  it  generally,  to  think  that  the  wisest  plan 
(and  it  is  the  City  plan,  generally,  I  think)  is  to  pay  by 
what  you  might  call  piece-work,  that  is  to  say,  to  make 
the  remuneration  depend,  where  possible,  upon  results. 

1996.  I  ixnderstand  that,  apart  from  deposits  in 
banks,  you  never  lend  for  more  than  six  weeks,  and 
generally  for  less  ? — There  is  nothing  to  prevent  my 
lending  for  more ;  six  weeks  is  not  laid  down  as  a  maxi- 
mum, but  that  has  always  been  the  practice,  and  it  is 
well  understood,  but  there  is  no  minute  on  the  subject. 
When  we  decided  to  lend  for  longer  periods  on  deposit 
no  minute  was  required,  that  is,  no  fresh  minute  from 
the  Secretary  of  State,  on  that  point.  I  think  I 
explained  to  the  Chairman  that  our  reason  for  the  six 
weeks  is  that  it  is  very  undesirable  to  let  our  balances 
go  out  of  our  control  for  a  long  period.  We  can  never 
tell  what  may  happen  in  another  part  of  the  world 
which  may  make  it  necessai-y  to  make  them  available, 
and  we  can  never  tell  what  may  happen  to  any 
particular  firm  which  may  make  it  desirable  to  call 
the  money  in  at  no  distant  date. 

1997.  {Chairman.)  Shall  we  put  it  in  this  way,  that 
you  are  playing  for  safety  ? — The  entire  game  is  for 
safety,  if  I  may  put  it  in  that  way. 

1998.  {Mr.  Keynes.)  If  the  reason  for  lending  for 
shoi-t  periods  is  put  on  the  gfound  of  safety,  are  ypu 
not  suiSlciently  secured,  in  the  case  where,  for  example. 
Consols  is  the  security,  if  you  take  a  margin  of  five  per 
cent.  ? — No,  because  in  practice  we  find,  there  are  diffi- 
culties in  the  way  of  realising  our  security  immediately. 
The  two  cases  where  we  had  to  realise  them  were  where 
we  found  ourselves  grouped  with  other  creditors,  and  the 
Secretary  of  State  had  to  consider  what  other  creditors 
were  doing,  and  to  some  extent  act  with  them.  As  a 
practical  matter  what  happened  was  this  :  Some  of 
the  creditors  refused  to  take  over  their  securities  and 
give  a  release,  and  some  agreed  to  do  so ;  the  Secretary 
of  State  declined  to  do  So,  because  it  was  thought  that 
the  defaulter  had  other  means  and  there  might  be 
something  more  than  the  security  available.  Eventu- 
ally all  the  creditors  accepted  their  secm-ities,  and 
then  the  Secretary  of  State  accepted  his,  although  at 
the  moment  they  could  not  be  realised  to  produce 
exactly  the  sum.  This  took  some  little  time.  As  a 
practical  matter  the  money  was  not  available 
immediately.  '  So  it  would  generally  happen  that,  unless 
we  were  forced  to  do  it,  we  should  not  take  an  isolated 
line,  but  we  should  act  in  concert  with  other  creditors 
of  the  firm.  That  is  what  happened  in  those  two 
cases. 

1999.  In  both  of  those  cases  the  sec\irities  were  of 
the  exceptional  class  in  which  no  margin  was  taken  ? — 
Tes,  those  cases  were  so.  The  probability  is  that  there 
would  be  some  formalities,  as  there  were  the  last  time. 
We  should  have  to  an-ange  with  the  representatives  of 
the  broker  that  we  should  take  them  over,  and  there 
would  be  an  exchange  of  documents  which  would  give 
effect  to  these  an-angements. 


2000.  If  you  took  a  margin  and  it  more  than 
covered  your  loan  no  difficulty  could  possibly  arise,  as 
you  would  immediately  accept  your  security  if  it  more 
than  covered  your  loan  ? — We  should  do  so  if  we  were 
obliged  to  do  so,  no  doubt,  but,  in  the  only  two  cases  I 
have  come  in  contact  with,  the  Secretary  of  State 
thought  it  was  better  not  to  take  an  isolated  course, 
but  to  act  in  agreement  with  other  creditors. 

2001.  {L<yrd  Faber.)  When  you  lend  on  security 
you  lend  on  collateral  security,  and  if  the  man  fails, 
you  first  of  all  get  a  dividend  and  then  you  come  back 
on  the  security  ? — Will  you  please  look  at  the  form  of 
agreement  ? 

2002.  Tou  ought  to  do  that? — The  first  secvuity 
we  have  consists  of  the  securities  deposited,  but  the 
estate  makes  good  any  deficit,  if  there  is  one.  It  is 
expressly  laid  down  in  the  agreement. 

2003.  I  am  surprised  at  it.  My  point  is  that 
generally  when  you  make  a  man  a  loan  you  take  the 
security  as  collateral,  and  then  if  there  is  a  dividend 
you  get  that  ? — ^If  you  will  kindly  look  at  the  form  of 
agreement  in  my  Memorandum  on  the  Placing  of 
Cash  Balances,  pp.  314-5,  you  will  see  exactly  how  we 
stand.  That  says,  "  We  hereby  authorise  you  to  sell 
"  immediately  all  the  securities  accepted  in  respect  of 
"  this  advance,  and  to  repay  the  advance  with  all 
"  interest  then  due,  so  far  as  the  proceeds  of  sale  will 
"  allow;  and  we  hereby  undertake  to  repay  any 
"  deficiency  which  the  proceeds  of  sale  may  fail  to 
"  discharge."  So  our  first  secuiity  arises  out  of  the 
securities  deposited ;  and  in  the  second  place  we  have  a 
claim  against  the  estate  of  the  defaulter. 

2004.  Tou  can  easily  have  it  worded  in  another 
way  by  which  you  come  first  of  all  on  the  estate  and 
then  on  the  security ;  that  is  done  by  bankers  every 
day  of  the  week  ? — This  was  drawn  up  by  our  legal 
adviser.  I  do  not  know  whether  he  is  aware  of  that 
practice,  but  it  is  a  useful  thing  to  know. 

2005.  {Mr.  Keynes.)  The  point  lam  trying  to  bring 
out  is  merely  this,  that  with  the  exception  of  the  first 
class,  India  debentures,  India  bonds,  and  guaranteed 
debentures,  you  have  taken  absolute  security  ? — Tes. 

2006.  But  in  these  three  cases  you  have  not  taken 
absolute  security,  and  you  have  twice  been  in  difficulties  ? 
— Tes,  that  is  so.  They  were  not  serious  difficulties  in 
any  way,  not  even  inconvenient. 

2007.  Some  slight  difficulty — may  I  put  it  like 
that  ? — No,  I  do  not  think  practically  there  was  any 
inconvenience;  there  would  have  been  if  we  had 
wanted  the  money  very  badly,  but  it  did  not  really 
matter  at  the  time.  I  should  not  like  you  to  think 
that  the  finances  of  the  Secretary  of  State  were  in 
any  real  difficulty  at  all. 

2008.  I  am  pursuing  my  oiiginal  point,  that  in 
those  cases  where  you  az"e  perfectly  secured  there  is 
no  reason  for  taking  into  account  the  consideration 
of  safety  when  you  are  thinking  of  the  period  for 
which  you  should  lend;  it  is  only  if  you  are  not 
perfectly  sec\ired  that  that  is  a  relevant  consideration  ? 
— There  is  a  larger  consideration,  that  we  may  want 
to  realise  our  whole  balance,  owing  to  foreign  compli- 
cations and  those  sort  of  things. 

2009.  I  was  not  taking  that  point  now? — There 
remains  that  point,  even  if  you  say  we  are  fully 
covered  by  the  seouiities  deposited  with  cover.  I 
was  trying  to  make  it  clear  that  it  is  a  little  difficult 
for  the  Secretary  of  State  to  realise  immediately, 
even  where  he  is  supplied  with  cover.  He  would 
probably  be  asked  to  fall  into  line  with  other  creditors, 
and  so  on. 

2010.  I  do  not  understand  why  that  should  be  so 
where  there  is  a  5  per  cent,  margin.' — It  possibly 
may- not  be  legally  necessaiy  to  do  so,  but  I  may  say 
that  people  would  look  a  great  deal  to  see  what  the 
Secretai-y  of  State  was  doing,  and  if  he  took  any 
course  that  seemed  harsh  to  a  creditor  or  anything  of 
that  kind,  he  might  be  supposed  to  be  giving  a  lead. 
As  a  matter  of  fact,  the  Secretary  of  State  would 
sooner  stand  and  see  what  other  creditoi-s  were  doing, 
unless  it  was  absolutely  necessary  to  realise  for  the 
seciu-ity  of  the  India  Office. 

2011.  I  do  not  feel  that  I  have  quite  got  an 
answer   to  the  point  that  I  was  trjring  to  raise,   but 
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I  will  not  ptu-sue  that  question  furtlier.  There  was 
a  possible  implication  in  one  of  your  answers  to 
Sir  Robert  Chalmers  which  I  should  like  to  clear 
up.  Are  we  to  understand  that  the  banks  repre- 
sented on  the  Secretary  o£  State's  Council  had  a 
certaiu  advantage  when  deposits  were  being  made, 
in  that  you  were  in  a  better  position  to  know 
exaciiy  how  they  would  treat  your  deposit?  —  No, 
those  banks  were  not  in  a  better  position,  and  I  will 
not  say  that  it  placed  them  in  a  better  position  because 
those  who  were  responsible  for  our  money  were 
represented  on  the  banks  and  knew  exactly  what  the 
banks  were  going  to  do  with  it.  The  chairman,  who 
had  to  decide  how  these  large  sums  of  money  could 
be  placed  with  the  greatest  safety,  naturally  would 
feel  with  regard  to  the  money  that  was  to  some 
extent  under  his  direction  that  he  would  know  what 
was  going  to  be  done  with  it,  and  that  'it  was  safe  in 
that  sense. 

2012.  Did  the  fact  that  you  had  authorities  of 
these  banks  on  your  Council  make  it  more  probable 
that  the  Secretary  of  State  would  choose  their  banks 
than  that  he  would  choose  different  banks? — There 
was  some  advantage  in  doing  so,  but  that  is  all  1 
should  wish  to  say.  It  was  known  that  special  pro- 
vision would  be  made,  and  it  was  known  what  class 
of  business  the  banks  were  doing.  With  regard  to 
some  other  banks,  I  do  not  suppose  anyone  at  the 
Council  would  know  with  the  same  degree  of  certainty 
exactly  what  was  done  with  the  money. 

2013.  (Sir  Shapwji  Broacha.)  There  was  at  one 
time  a  great  outcry,  often  repeated,  that  you  lent  at 
2^  per  cent,  and  borrowed  at  3^  per  cent.  To  a 
banker  that  seems  all  right,  because  it  is  better  to 
keep  money  employed  than  for  the  money  to  lie  idle. 
StUl,  as  you  had  those  large  sums  to  lend,  could  you 
not  have  foreseen  that  a  certain  amount  would  fall 
due,'  say,  on  the  5th  June,  and  when  lending  that 
money  in  April,  say,  only  lend  it  up  to  the  5th  June  ? 
That  would  have  avoided  the  outcry  of  the  man  in  the 
sti-eet.  who  does  not  understand  these  things  ? — What 
do  you  mean  by  money  falling  due  ? 

2014.  Say  that  you  lend  to-day  a  million  of  money 
for  two  months,  and  yet  on  the  30th  June  some  money 
is  falling  due  for  payment ;  could  you  not  manage  it 
so  that  you  would  only  lend  so  much  for  two  months 
or  six  weeks,  so  as  to  be  ready  with  the  cash  when  this 
payment  was  due  ? — ^Perhaps  the  simplest  way  would 
be  to  explain  exactly  on  what  principles  I  do  place 
this  money.  I  take  six  weeks  as  the  maximum  for 
lending,  and  I  should  look  to  that  six  weeks  and  make 
the  best  estimate  I  could  of  all  the  special  payments 
that  have  to  be  provided  for,  including  payments  of 
interest,  the  maturities  of  debentures  and  so  on.  I 
should  also  calculate  the  amoimt  that  would  have 
to  be  paid  in  pay,  pension,  retired  pay,  and  all  that 
kind  of  thing.  I  should  make  ample  provision,  in  fact, 
for  all  special  liabilities  first  of  all ;  then  I  should 
take  the  rest  and  distribute  it  pretty  evenly  over  the 
days ;  that  is  to  say,  every  business  day  I  should  put  a 
certain  amount  upon  that  day  after  I  had  provided  for 
special  liabilities.  Of  course  there  is  more  on  many 
days  than  I  want,  and  then  if  it  is  not  wanted  it  is 
renewed,  but  I  do  provide  for  all  special  liabilities  that 
I  can  foresee,  and  distribute  the  rest  evenly  over  the 
period. 

2015.  I  do  not  criticise  your  lending  at  all,  but 
I  say  that  by  timing  the  payments  you  might  prevent 
the  man  in  the  street  crying  out  about  it  ? — I  do  not 
quite  appreciate  your  point. 

2016.  Tou  are  lending  to-day  a  million  for  six 
weeks,  and  the  Secretary  of  State  has  to  pay  a  quai-ter 
of  a  million  at  the  end  of  the  month ;  coidd  you  not 
lend  three-quarters  of  a  million  for  the  six  weeks  and 
a  quarter  of  a  million  until  the  end  of  the  month  when 
the  Secretary  of  State  has  to  pay  that  money,  so  that 
the  difEerence  between  the  rate  of  lending  and  borrow- 
ing would  not  be  noticed;  it  would  only  require  a 
little  care  i' — ^I  think  the  criticism  about  borrowing 
arose  from  the  fact  that  we  renewed  India  sterling 
bills  for  a  certain  period — ^that  is  what  called  atten- 
tion to  it — and  we  were  not  earning  as  much  interest 


as  we  were  paying  at  the  time.  That  was  the  cause 
of  the  criticism. 

2017.  Tou  might  have  lent  up  to  date,  and  then 
again  bon-ow  at  the  rate  you  lend,  on  the  same  day  ? — 
I  am  afraid  I  do  not  quite  understand  your  point,  or 
its  relation  to  the  criticism  to  which  the  ofSce  has  been 
subjected. 

2018  If  you  had  a  million  to  lend  for  six  weeks,  and 
of  that  million  you  required  to  pay  a  quarter  of  a 
million  on  the  30th  June,  could  you  not  have  lent 
three-quarters  of  a  million  for  six  weeks  and  a  quarter 
of  a  million  only  up  to  the  30th  June,  the  date  the 
Secretary  of  State  has  to  pay  that  money  .^--Do  you 
mean  that  after  providing  for  absolute  requirements, 
could  I  not  lend  the  surplus  money  up  to  the  extreme 
limit? 

2019.  (Mr.  Keynes.)  May  I  put  it  like  this — ^that  up 
to  the  six  weeks  you  do  consider  very  carefully  the 
commitments  that  you  have  in  view  ? — Tes. 

2020.  But  that  beyond  six  weeks  you  do  not  ? — ^I 
should  not  like  to  say  I  do  not,  but  not  in  loaning. 

2021.  Not  in  loaning  is  what  I  mean  ? — Then  1 
do  not. 

2022.  So  you  are  not  open  to  Sir  Shapurji's  criticism 
up  to  the  six  weeks  ? — No. 

2023.  But  if  he  applies  it  to  purposes  beyond  the 
six  weeks,  then  yoiir  defence,  if  you  have  one,  is  a 
different  one  ? — Does  Sir  Shapurji  mean  that  after 
providing  for  all  the  liabilities  that  I  can  foresee  I 
shotild  let  the  surplus  go  for  a  longer  period  ? 

2024.  {Sir  Shapurji  Broacha.)  That  is  what  I  say  ? 
— Of  course  it  might  be  done,  but  it  has  not  been 
done,  and  the  reasons  have  been,  as  I  say,  that  we  have 
been  a  little  bit  careful.  We  are  the  largest  lenders  of 
public  money,  and  I  think  it  is  a  good  sound  principle 
not  to  part  with  your  money  for  a  longer  period  than 
is  necessary,  because  emergencies  do  arise  and  we  can 
get  our  full  balances  within  six  weeks  at  the  outside. 
As  I  said,  there  is  a  further  advantage,  that  it  enables 
us  in  a  particular  case  to  call  in  money  at  no  distant 
date,  whereas  if  we  lent  it  for  some  months  we  might 
see  difficulties  coming,  and  yet  be  powerless  to  take 
measures  against  them. 

2025.  It  has  been  stated  in  evidence  that  the  Bank 
of  England  requires  half  a  million  to  be  always  kept 
in  its  hands,  and  that  you  should  give  notice  the  day 
before  when  you  require  money,  so  that  you  cannot 
lend  the  same  day  that  you  receive  the  money .'' — 
Generally  I  can;  but  in  Appendix  XL,  page  319, 
I  state  that  where  we  have  heavy  payments  to  make 
the  Bank  expect  us  to  make  provision  the  previous 
night,  and  that  is  in  accordance  with  what  they  do 
with  the  Treasury. 

2026.  And  that  makes  you  lose  one  day's  interest  ? 
— Tes. 

2027.  It  would  not  matter  to  the  Bank  of  England 
to  allow  you  to  overdraw  for  a  few  hours,  as  before 
the  Bank  closes  it  would  be  paid  up  ;  it  would  not  be 
a  loss  to  the  Bant  of  England,  but  it  is  a  loss  of  one 
days  interest  to  you?— We  are  quite  alive  to  that, 
and  we  have  tned  very  hard  to  get  it  remedied.  The 
reply  has  been  that  if  the  concession  is  given  to  us  it 
wiU  have  to  be  given  to  His  Majesty's  Ti-easury,  and 
the  Bank  wiU  not  move  in  the  matter. 

T  J'^'^^;^^  ^^^^  ^^®  ^^^  J^s  a  large  sum  from  the 
India  Office;  still  that  is  another  matter?— We  have 
often  tried  to  get  the  Bank  to  strike  our  balance  at 
4  o  clock  m  the  day,  but  they  wiU  not,  and  I  have 
to  write  ofE  the  amount  necessaiy  to  meet  a  big 
liability  at  10  o'clock  in  the  morning,  and  therefore 

oTfo^  provide  the  balance  the  previous  evening. 

-i029.  Tom-  approved  borrowers  are  confined  to  a 
ceria,in  number,  and  you  cannot  lend  beyond  those 
approved  borrowers  ? — That  is  so. 

2030.  It  often  happens  that  one  of  the  approved 
Wowei-s  on  a  given  day  does  not  want  to  boirow  at 
the  same  rate  as  another  approved  bon-ower  borrows, 
but  It  would  not  pay  you  to  keep  the  money  idle  so 
you  may  have  to  take  from  one  man  an  eighth  less  or 
a  sixteenth,  and  so  on,  during  the  day?— As  a  matter 
ot  tact  we  get  almost  universally  the  same  rate  from 
all  our  bon-owers  for  the  day.  The  broker  has  to  find 
the  best  rate  which  can  be  obtained,  and  he  <»et8  that 
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from  all  tlie  boiTowers.  If  any  borrower  wiU  not  pay 
that  rate — and  that  frequently  happens ;  if  he  says 
no,  that  is  not  the  rate,  or  it  is  not  a  fail-  rate — -then 
the  money  is  taken  from  him  and  given  to  someone 
who  will  pay  that  rate. 

2031.  If  you  have  a  million  to  lend  these  62  people, 
and  only  40  or  50  of  them  will  take  half  or  three- 
quarters  of  the  million  on  a  certain  day  at  2f ,  or 
something  like  that,  then  you  are  met  with  the 
question  whether  you  should  not  lend  the  remaining 
portion  of  the  million  at  some  concession  rather  than 
keep  it  idle  over  the  day  ? — Sometimes  the  broker  has 
held  money  over,  thinking  it  would  pay  the  office  to 
lend  it  from  the  next  day,  because  he  could  get  a 
better  rate  than,  perhaps,  on  the  previous  day.  That 
the  broker  would  consult  me  about. 

2032.  Discrepancies  in  the  rate  do  occur,  and  you 
will  find  it  sometimes  three-sixteenths  in  the  morning 
and  three-eighths  in  the  evening,  so  you  cannot  lend 
all  your  money  on  the  same  day  at  the  same  rate  ? — 
Perhaps  not  if  the  amount  is  very  large. 

2033.  {Mr.  CUllan.)  Tou  say  in  paragraph  14  of 
Appendix  XI.  (page  312)  that  the  broker  is  usually  not 
able  to  lend  to  the  approved  borrowers  on  security  a 
larger  sum  than  from  10  millions  to  11  millions ;  what 
is  the  limiting  factor? — The  limiting  factor  is  that 
it  is  usual  in  the  case  of  smaller  fii-ms  to  impose  a  limit, 
and  there  is  also  an  implied  limit  with  the  large  firms. 
Then  we  fimd  in  practice  that  some  15  or  16  people  on  the 
list  i-arely  take  our  money,  and  when  we  have  lent  to  all 
those  on  the  list  up  to  their  limit,  and  have  also  lent 
large  sums  to  other  firms  who  are  not  specifically  limited, 
we  find  that  the  total  amounts  to  about  11  millions. 

2034.  I  was  thinking  more  particularly  of  the 
memorandum  of  Mr.  Abrahams  where  he  spoke  of  the 
supply  of  the  securities  required  being  limited  ? — That 
element  has  come  into  the  matter  very  recently.  We 
have  bought  large  railway  systems  of  India,  and  we 
have  taken  over  the  debentures  which  they  have  raised, 
and  they  have  become  India  debt,  and  we  have  been 
obliged,  as  they  matured,  to  pay  them  off.  "Whereas 
about  eight  or  nine  years  ago  we  had  18  millions  in  the 
form  of  bearer  debentures,  we  have  now  only  about 
12  millions  ;  so  the  market  has  become  more  limited, 
and  we  have  recently  taken  Colonial  Treasury  bills  and 
bonds  partly  owing  to  that  difficulty. 

2035.  So  it  is  partly  a  limit  of  the  amount  and 
partly  a  limit  in  the  class  of  securities  that  can  be 
deposited  ? — Tes.  I  cannot  say  how  far  now  it  is  due 
to  limits  of  securities,  because  there  is  a  very  large 
number  of  Colonial  bonds  on  the  market. 

2036.  {Chairman.)  When  that  difficulty  arose  to 
which  you  have  just  referred,  did  you  take  any  steps 
to  increase  the  number  of  approved  borrowers  ? — No. 

2037.  Did  you  wait  for  them  to  come  to  you  ? — 
Tes. 

2038.  It  did  not  occur  to  the  authorities  of  this 
office  that  it  might  be  well  to  instruct  the  broker  to 
see  whether  there  were  not  other  houses  of  equal 
standing  who  might  be  glad  to  come  upon  the  list  if 
the  existence  of  the  list  was  brought  to  their  knowledge  ? 
— That  was  not  done.  I  think  there  was  perhaps  some 
difficulty  in  taking  that  step,  because  if  we  approached 
any  firm  we  should  be  obliged  to  accept  them  ;  we 
could  not  invite  them  unless  we  were  fully  satisfied 
ourselves  that  they  were  a  suitable  firm. 

2039.  Tou  would  have ,  to  make  your  inquiries 
beforehand? — Tes,  and  not  after.  It  was  not  done, 
because  the  difficulty  was  considered  to  be  a  temporary 

one. 

2040.  One  other  question  with  regard  to  the  position 
of  the  broker.  I  have  here  a  letter  explaining  the 
terms  made  by  another  public  department  with  their 
brokers,  in  which  they  say  their  brokers  are  paid  an 
annual  salary,  which  covers  aU  the  work  done,  including 
commission.  I,  of  course,  accept  from  you  what  you 
have  said,  that  their  work  is  not  as  extensive  as  the 
work  of  the  broker  of  the  India  Office  ?— I  know  the 
department  to  which  you  refer,  I  think.  They  do  not 
loan  out;  it  is  a  different  class  of  work. 

2041.  The  work  is  not  co-extensive  with  the  work 
you  do  ?— It  is  not  the  same  in  character.  The  work 
that  the  broker  does  for  them   is  in  the  purchase 


and  sale  of  stock.  Ouv  broker's  commission  is  loi 
loans,  as  the  main  work  he  does  for  us  is  loaning  our 
money,  which  is  a  different  thing.  I  suggest  that  the 
things  are  not  comparable. 

2042.  I  understood  you  to  say  that,  as  far  as  he  is 
selling  stocks  or  purchasing  stocks  for  them,  he  is  paid 
by  a  fixed  salary? — No,  he  is  paid  by  a  maximum 
salary,  the  maximum  being  the  sum  which  you  >i.ave  in 
the  paper  before  you.  He  is  really  paid  very  mv  ch  less 
in  average  years. 

2043.  The  letter  which  I  have  in  my  hand,  speak- 
ing of  the  salary  which  is  paid  to  their  brokers,  says 
"  Naturally  the  fact  that  they  " — that  is,  their  brokers 
— "  are  known  as  the  Govemm^ent  brokers  brings  them 
"  a  lot  of  private  business."  Is  not  the  position  of  broker 
to  the  India  Qffice  worth  something  more  than  the  salary 
in  the  same  way  ? — I  should  think  it  probably  was,  but 
the  broker  has  told  me  many  times  that  he  never  has 
asked  any  firm  with  which  we  deal  to  place  business 
in  his  way  in  consequence  of  it,  and  he  is  not  conscious 
that  they  do. 

2044.  I  did  not  mean  to  suggest  that  he  was  trying 
to  use  it  in  that  way  ? — Nobody  expected  at  all  that 
people  doing  business  and  borrowing  money  from  us 
would  necessarily  go  to  Mr.  Scott  with  other  business 
because  he  was  our  broker.  I  dare  say  it  is  an 
advantage  to  him,  as  it  gives  him  a  position  in  the 
market. 

2045.  Tou  would  perhaps  agree  that  it  was  pro- 
bable that  the  position  of  broker  to  the  India  Office 
would  have  a  certain  prestige  attached  to  it .'' — Tes, 
that  is  so. 

2046.  Which  might  be  a  valuable  consideration  if  a 
man  was  considering  whether  the  terms  of  remunera- 
tion offered  were  sufficient  to  tempt  him  to  take  the 
office  ? — I  certainly  agree  with  you. 

2047.  {Lord  Faber.)  Tou  were  good  enough  to  give 
us  some  figures  about  the  Bank  of  England,  and  the 
condition  of  the  account  with  the  Bank  of  England, 
That  seems  to  me  rather  an  important  question,  and  I 
have  looked  at  the  figures.  Tou  have  prepared  one 
paper  entitled  "  Statement  of  Payments  to  the  Bank  of 
"  England  and  the  Bank  of  Ireland  for  remuneration 
"  in  respect  of  under-mentioned  services."  (Supple- 
mentary Statement  II.  to  Appendix  XI.,  page  329.) 
Looking  back  at  the  last  six  years  to  the  total  pay- 
ments made  to  the  Bank  of  England,  I  find  these 
figures— 61,489Z.,  60,842Z.,  65,166?.,  72,767i!.,  64,539/., 
and  66,574Z.  That  is  the  amount  of  the  payments  which 
the  India  Office  actually  made  to  the  Bank  for  services 
performed  ? — Tes. 

2048.  Then  I  learn  from  the  explanatory  note  B. 
to  Statement  No.  3  on  page  319  in  Appendix  XI.  that 
you  are  under  agreement  as  well  to  do  a  very  impor 
tant  thing,  namely,  to  keep  a  balance  of  500,000J. 
at  the  Bank  of  England  without  interest? — Tes. 
Assuming  that  our  minimum  balance  is  550,000Z., 
which  in  practice  it  is,  we  estimate  that  to  be  worth  at 
2  per  cent.  11,000Z.  a  year,  at  2^  per  cent.  13,750i!.  a 
year,  and  at  3  per  cent.  16,500Z.  a  year. 

2049.  When  I  come  to  look  at  the  balances  actually 
at  the  Bank  of  England,  the  figures  of  which  you  are 
good  enough  to  furnish  us  with  for  1912-3,  I  find 
that  the  balance  has  very  often  been  a  great  deal  more 
than  500,000Z.  ?— That  is  so. 

2050.  In  the  last  two  years,  which  perhaps  it  is  not 
quite  fair  to  take,  the  balance  was  on  one  occasion 
1,200,000Z.  and  on  another  2,295,000Z.  ?— Which  paper 
are  you  referring  to  ? 

2051.  Statement  No.  3,  on  pp.  320-7  of  AppendixXI. 
If  you  look  at  those  balances  you  will  see  that  they  run 
very  high,  and  they  are  exceedingly  valuable,  of  course, 
to  any  bank  ? — Tou  will  notice,  if  you  look  at  column  4, 
that  whenever  there  is  a  high  balance,  provision  is  made 
for  a  big  payment  next  day  in  column  2. 

2052.  I  dare  say  that  may  be  so  with  the  very  high 
ones,  but  if  you  run  your  eye  down  the  daily  list  you 
will  find  it  is  often  about  600,000Z.  and  700,000Z.  ?- 
Tes,  it  is. 

2053.  During  the  last  two  years  I  think  I  should 
be  under  the  mark  if  I  said  that  on  an  average  that 
balance  had  been  worth  3  per  cent,  all  the  time,  and 
sometimes  a  good  deal  more.    It  comes  to  this,  that 
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you  not  only  pay  them  66,000Z.,  but  you  have  paid 
them  20,000i.  a  year,  I  should  think,  in  one  way  or 
another,  for  interest ;  that  is,  you  have  paid  86,00()Z.  a 
year  to  the  Bank  of  England.  That  seems  a  great 
deal,  does  it  not? — Yes.  I  have  called  attention  to 
that  time  after  time,  and  our  Finance  Committee  and 
the  Secretary  of  State  have  made  many  representations 
to  the  Bank  of  England  when  we  have  had  opportuni- 
ties. Of  course,  we  make  agreements  with  them  for 
certain  terms,  and  we  have  done  oui-  utmost  to  get 
the  rates  reduced.  Personally,  I  must  say  I  think  we 
pay  veiy  heavily. 

■2054.  {Mr.  Keynes.)  Now  that  that  question  has 
been  raised,  I  see  that  the  minimum  charge  for  the 
management  of  the  rupee  debt  is  8,000?.  ? — Tes. 

2055.  What  is  the  amount  of  the  rupee  debt  now 
on  the  books  of  the  Bank  of  England ;  i  think  it  does 
not  much  exceed  7  millions,  does  it  ? — Tes  ;  I  think  I 
am  right  in  saying  it  is  12  millions.    • 

2056.  [Mr.  Gladstone.)  But  it  has  been  very  much 
lowered  ? — 'Tes,  it  has  fallen  very  much  ;  it  has  fallen 
from  about  18  millions  to  12  millions. 

2057.  (Mr.  Keynes.)  Therefore  the  remuneration  is 
now  at  the  rate  of  more  than  1,000Z. -per  millidn  ? — I 
have  here  some  papers  about  it.  That  matter  was  very 
fully  gone  into  with  the  Bank  and  the  terms  for  the 
rupee  debt  were  raised  in  consequence  of  their  repre- 
sentations. They  represented  that  they  were  actually 
losing  heavily  on  the  scale  we  were  paying  before, 
owing  to  the  stafE  they  had  to  maintain  and  the 
separate  office.  They  said  a  minimum  must  be  fixed 
or  the  business  would  be  unremunerative. 

2058.  Why  do  they  have  to  have  a  separate  office 
for  the  rupee  debt  as  distinct  from  the  other  debt  ? — 
They  say  they  must  have  a  separate  stafE  for  it. 

2059.  I  suppose  that  practice  grew  up  when  the 
amount  of  the  rupee  debt  held  in  this  country  was 
very  much  greater  than  it  is  now  ? — No  doubt.  This 
is  what  the  Bank  said  in  a  memoi-andumf  foi-warded  to 
the  India  Office. 

2060.  What  date  is  that  ?— 1905.  This  was  when 
the  last  agreement  with  the  Bank  was  entered  into. 
They  commence  their  statement  with  regard  to  the 
rate  of  remuneration  then  existing  by  saying,  "  The 
charge  for  the  management  of  these 'securities  " — that 
is  rupee  securities — "was  fixed  in  1898  at  a  figure 
"  which  has  proved  to  be  wholly  unremunerative  to 
"  the  Bank.  A  separate  office  has  to  be  maintained 
"  for   the    transaction   of   the   work,   which   requires 


"  extreme  care  and  is  attended  with  considerable  nsk 
—and  then  there  iu  a  long  story  which  I  need  not 
read.  The  Commission  will  remember  that  we  are 
not  exactly  in  the  position  of  free  agents  m  our 
relatibns  with  the  Bank  of  England;  The  Govern- 
ment of  India  Act  of  1868  has  tied  us  absolutely  to 
them,  and  it  provides  that  they  shall  be  remunerated 
not  on  any  scale  fixed  by  Parliament  but  on  a  scale  to 
be  agreed  upon;  but  seeing  that  we  have  no  option 
but  to  go  to  the  Bank,  our  negotiators,  of  course,  are 
in  a  position  of  considerable  difficulty. 

2061.  Ton  would  agree,  would  you  not,  that  a 
system  which  costs  1,0002.  per  million  for  the  ma,liage- 
ment  of  the  rupee  debt  seems,  prima  facie,  an 
extravagant  one  ? — It  would  appear  to  you  and  to  me 
so,  but,  of  course,  we  cannot  go  to  the  Bantr  of 
England  Accounts  and  go  into  that.  One  must  accept 
it  that  that  is  their  view,  and  that  they  have  good 
reasons  for  the  view  they  express. 

2062.  (Sir  Robert  Chalmers.)  In  your  relations  with 
the  Bank  of  England  you  are,  to  a  great  extent,  con- 
ditioned by  the  arrangement  made  by  the  Treasury 
with  the  Bank  of  England,  and  you  always  would  have 
that  in  view  ? — Tes,  we  have  always  had  that  in  view. 

2063.  The  arrangements  with  the  Treasury  are 
statutory  under  an  Act  of  1892,  with  which,  I  presume, 
you  are  acquainted  ? — ^Tes,  that  is  so. 

2064.  That  Act  prescribes  definite  rates,  325Zj  for 
every  million  of  debt  up  to  SOO  millions,  and  thereafter 
at  the  rate  of  lOOZ.  for  every  million,  and  so  forth  ? — 
Tes. 

2065.  That  is  an  agreement  and  is  a  statutory 
agreement  ? — Tes. 

2066.  Section  4  (2)  of  the  Act  of  1892  goes  on  to  say 
that  those  terms  shall  be.  in  force  uiitil  1912  and  there- 
after until  Parliament  otherwise  directs  ? — Quite  so. 

2067.  So  you  cannot  move  very  vigorously  until 
Pai'liament  has  otherwise  directed  in  respect  of  the 
Imperial  Treasury  ? — Quite  so.  Might  I  say  that  the 
Chancellor  of  the  Exchequer's  attention  was  called  to 
the  possible  termination  of  the  present  terms,  and  in  a 
reply  he  gave  in  the  House  of  Commons  he  said  he  was 
considering  them,  but  it  was  not  his  immediate  inten- 
tion to  take  any  action. 

2068.  AU  that  is  very  present  to  the  minds  of  the 
authorities  of  the  India  Office  ? — Tes.  All  those  terms 
were  fully  before  the  Bank  and  the  representativiss  of 
this  office  when  the  matter  was  discussed  at  the  Bank. 


The  witness  withdrew. 


Mr.  Horace  H.  Scott  called  and  examined. 


2069.  (Chairman.)  You  are  the  Secretary  of  State's 
broker  ? — ^I  am. 

2070.  How  long  have  you  held  the  position  ? — 1  was 
appointed  in  Januaiy,  1904. 

2071.  I  understand  from  Mr.  Badock  that  when 
you  were  appointed  it  was  made  a  condition  by  the 
Secretary  of  State  that  you  should  join  a  firm  to  be 
approved  by  him  ? — That  is  so. 

2072.  I  understand  that  you  arrange  all  loans  on 
behaK  of  the  Seci-etary  of  State  ? — Tes. 

2073.  Tou  also  carry  out  all  pui-chases  or  sales  of 
securities  on  his  behalf  'i — That  is  so. 

2074.  Do  you  do  any  other  work  for  the  office,  or 
does  that  cover  your  business  ? — 1  attend  to  give  advice 
as  to  the  renewal  of  Indian  railway  debentures,  and  am 
always  at  the  call  of  the  Chairman  of  the  Finance 
Committee  and  the  Accountant-General. 

2075.  We  have  had  before  us  the  list  of  securities 
on  which  the  India  Office  lends ;  may  I,  in  the  first 
place,  ask  whether  you  think  the  distinction  can  be 
justified  which  is  drawn  between,  on  the  one  hand, 
India  debentures,  India  bonds,  and  guai-anteed  deben- 
tiu-es  in  the  several  Indian  railways,  which  the  Secre- 
tary of  State  takes  as  security  at  their  par  value,  and, 
on  the  other  hand.  Treasury  bUls,  Exchequer  bills,  and 
Exchequer  bonds,  which  are  taken  at  their  market 
value  ? — The  borrower  just  has  to  make  up  the  rebate 
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on  such  things  as  Treasury  bills  and  Exchequer  bonds, 
some  of  which  run  into  1980.  I  think  it  is  to  the 
advantage  of  India  to  take  then-  own  securities  at  par 
value — ^I  mean  not  to  depreciate  their  own  securities. 

2076.  Regarding  the  India  Office  merely  as  lenders 
for  the  moment,  there  is  no  reason  in  the  nature  of 
the  security  why  they  should  take  those  above  their 
market  value,  is  there  ?— No,  not  in  the  nature  of  the 
security ;  but  by  doing  so  they  are  able  to  issue  or  to 
renew  debentures  on  more  favourable  terms  than  if 
they  asked  for  a  margin  on  such  things. 

2077.  On  the  other  hand,  we  have  got  it  in  evidence 
that  on  only  two  occasions,  I  think,  has  there  been 
any  difficulty  with  borrowers  ?— That  is  so— only  two. 

2078.  And  on  both  those  occasions  the  difficulty 
arose  in  regard  to  this  class  of  security  against  which 
loans  had  been  made  up  to  their  par  value  ?— That  is  so. 

2079.  Do  you  not  think  that,  on  the  whole,  there 
would  be  something  to  be  said  at  least  for  not  lending 
above  their  market  value?— No,  I  think  it  would  be 
advisable  to  leave  things  as  they  are.  Some  years  ago, 
when  money  was  very  easy,  debentures  were  issued  on 
a  3  per  cent'.'  basis,  but  now,  although  they  are  nearer 
maturity,  they  are  not  worth  par,  I  suppose  thev  are 
about  99.  ■' 

2080.  In  cases  now  it  v^ould  pay  a  would-be  bor- 
rower to  go  out  into  the  market  and  buy  these 
securities,  because  he  coxdd  get  from  you  immediately 
actually  more  money  th^n  he  had  paid?— Tes,  that 
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has  been   so.   ^ou  mean  that  a  man  with  99,0001. 
might  get  something  worth  100,000J.  immediately  ? 

2081.  Tes  ? — Still,  you  gain  hy  being  able  to  issue 
them  and  renew  them  on  more  favourable  terms  on 
this  account. 

2082.  So  you  would  say,  would  you  not,  that  having 
to  balance  the  interests  of  the  Indian  Government  as  a 
lender  against  the  interests  of  the  Indian  Grovemment 
as  a  borrower,  you  thint  the  interests  of  the  Indian 
Government  as  a  borrower  ought  to  prevail  in  this 
case  ? — ^I  do. 

2083.  As  regards  the  list  of  securities  as  a  whole, 
is  it  artiple  for  your'  purposes,  or  have  you  ever  had 
any  difficulty  in  lending  as  much  money  as  you  wished 
to  lend  on  the  sectirities  included  in  thig  list  ? — Only 
when  we  have  had  a  very  large  amount  out.  In  normal 
times  I  mean,  when  the  amount  out  has  been  consider- 
ably less,  there  has  been  no  difficulty  whatever. 

2084.  Tou  could  enlarge  your  list  without  taking 
any  less  good  security,  could  you  not  ? — The  list  has 
been  enlarged  within  the  last  two  or  three  months,  and 
that  has  helped  very  considerably. 

2085.  I  think  I  gathered  from  Mr.  Badock  that  the 
India  Office  confine  you  to  securities  which  are  regis- 
tered at  the  Bank  of  England  ?^— ^Tes. 

2086.  Or  bearer  securities,  which  would,  of  course, 
be  deposited  with  the  Bank  of  England  ? — ^Tes. 

2087.  As  far  as  I  can  gather,  there  is  no  statutoiy 
provision  which  renders  that  necessary,  though  it  is  a 
practice  which  the  India  Office  has  pursued  ever  since 
they  took  over  the  management  of  these  affairs? — 
That  is  so.  "       , 

2088.  Do  you  think  there  is  any  advantage  in  that 
distinction  ? — In  the  case  of  registered  stocks  I  think 
there  might  be  difficulties  if  it  were  not  so.  For 
example,  take  a  stock  that  has  gone  into  the  name  of 
the  Secretary  of  State  ;  the  chief  cashier's  office  at  the 
Bank  of  England  do  not  accept  what  is  called  a  stock 
receipt  as  evidence  until  they  have  seen  the  transfer 
book,  which  is  brought  from  the  transfer  office,  and 
exhibited  at  the  chief  cashier's  office  to  show  that  the 
stock  has  actually  been  transferred  into  the  name  of 
the  Secretary  of  State.  If  stocks  were  transferable 
at  other  banks,  the  book  could  not,  of  course,  be 
brought  from  that  transfer  office  and  exhibited  at  the 
chief  cashier's  office  to  show  that  the  stock  had  been 
registered  in  the  name  of  the  Secretary  of  State. 

2089.  Tou  do  not  think  it  would  be  sufficient  to 
take  a  letter  from  the  Joint  Stock  Bank  to  the  Bank 
of  England  stating  that  that  had  been  done  ?  You 
were  suggesting  that  the  Joint  Stock  Bank  would  have 
to  carry  its  transfer  book  to  the  Bank  of  England. 
Wotdd  it  have  to  cainy  its  register  to  the  Bank  of 
England  ? — That  is  the  practice  at  the  Bank  of  England, 
and  this  would  be  a  matter  for  the  Bank  of  England 
to  decide. 

2090.  Is  it  necessary? — They  do  not  accept  the 
ordinary  stock  receipt  as  evidence  without  seeing  the 
transfer  book.  There  would  be  that  difficulty.  Then 
there  is  a  difficulty  to  my  mind  of  the  stock  being 
transfeiTed  out  of  the  Secretary  of  State's  name.  The 
cashiers  of  the  Bank  of  England  are  now  attorney 
to  the  Secretary  of  State  ;  I  have  not  asked  the  ques- 
tion, and  I  do  not  know  whether  they  would  go  about 
the  ci'ty  to  different  banks  making  these  transfers  out 
of  the  Secretary  of  State's  name. 

2091.  You  are  limited,  of  course,  in  two  ways  ;  you 
are  limited  by  the  class  of  securities  on  which  you 
lend,  and  you  are  limited  also  by  the  number  of  firms 
you  have  on  your  list? — Yes. 

2002.  I  rather  gathered  that  no  etfoi-ts  ha\e  been 
iliad'o  to  extend  the  number  of  firms?— I  never  go  out 
and  solicit  firms  to  come  on  the  borrowmg  list.  They 
know  the  rope^,  and  if  a  new  firm  wiints  to  come  on 
they  wi-ite  to  me  a  letter,  which  I  have  asked  them  to 
do.  and  which  I  foi-ward  to  the  India  Office. 

2093.  Do  you  think  it  was  generally  known  before 
the  "recent  discussions  that  this  practice  prevailed? 
—Yes. 

2094.  I  ask  because  one  of  oui-  members  who  is  in 
the  City  was  not  aware  of  it  ?— Did  he  not  know  that 
the  modtif'  operandi  was  to  approach  me  ? 


2095.  {Mr.  Gladstone.)  I  did  not  know  how  the  list 
was  arrived  at,  or  who  was  on  it,  or  anything  about  it  ? 
— Anyone  who  wishes  to  go  on  the  list  comes  and  sees 
me ;  I  ask  him  to  put  it  in  writing,  and  I  forward  the 
letter  to  the  India  Office. 

2096.  (Chairman.)  Have  you  in  consequence  of  the 
publicity  given  by  the  discussion  in  Parliament  had 
any  withdrawals  ? — One. 

2097.  Have  any  fresh  names  been  proposed  to  you? 
— No,  I  do  not  think  so. 

2098.  I  think  I  must  tell  you  that  incidentally  we 
have  had  under  our  consideration  the  remuneration 
you  receive  as  broker.  I  put  it  to  Mr.  Badock,  and 
perhaps  I  ought  to  put  the  same  queistion  to  you ;  I 
asked  him  whether  he  was  aware  that  certain  other 
Government  departments  paid  their  broker  by  a  fixed 
sum,  or  a  commission  with  a  fixed  maximum.  Perhaps 
you  are  aware  of  that  ? — I  do  not  know  how  they  pay. 
I  do  not  think  they  pay  by  a  fixed  sum. 

2099.  I  ought  to  make  it  clear.  The  cases  I  am 
referring  to  are  for  sales  and  purchases .  of  securities 
and  not  for  lending  money? — That  is  so  in  those 
cases. 

2100.  I  understand  the  arrangement  with  you  as 
regards  the  sale  and  purchase  of  securities  is  of  a  very 
similar  character,  and  that  there  is  a  limit  to  the 
amount  of  the  commission  in  your  case  ? — I  believe — 
I  do  not  think  I  am  disclooing  anythiug — they  get  a 
fixed  sum  whether  they  do  aiiy  work  or  whether  they 
do  not.     I  should  not  like  to  be  certain  about  it. 

2101.  In  your  case  you  get  a  commission  at  a 
certain  rate  up  to  a  maximum  of  1,500Z.  ? — That  is  so. 

3102.  But  in  regard  to  the  loans  you  are  paid  on 
the  interest  earned  ? — That  is  so. 

2103.  Owing  to  the  growth  of  the  business  your 
remuneration  received  in  that  way  has  vei-y  m^uch 
increased  ? — Yes. 

2104.  And  has  reached  very  high  figui-es  in  some 
years  ? — ^Yes,  but  the  work  has  increased. 

2105.  I  do  not  ask  you  to  say  anything  about  this 
unless  you  wish,  but  I  think  it  only  fair  to  you  to  say 
that  I  suggested  to  Mr.  Badock  in  the  course  of  his 
evidence  that  the  arrangement  needed  revision  ? — In 
1911 ;  or  do  you  mean  now  ? 

2106.  I  thought  the  average  of  recent  years  had 
been  very  high  ? — I  might  also  add  that  the  work  has 
been  very  great  and  the  responsibility  very  great. 
The  work  has  gi-own  enormously. 

2107.  I  asked  Mr.  Badock  if  it  had  ever  been  con- 
sidered here  whether  an  arrangement  might  not  be 
made  that  the  broker  should  work  on  salary,  and 
whether  that  might  not  be  an  economical  aiTangement 
for  the  India  Office? — It  depends  upon  the  salary 
fixed. 

2108.  [Lord  Faber.)  I  understood  from  you  that 
you  think  it  helps  India  to  lend  on  railway  debentures, 
taking  those  railway  debentures  at  par  ? — Yes. 

2109.  Did  you  also  say  there  were  some  Indian 
debentui'es  running  as  far  on  as  1930  ? — Those  are 
Exchequer  bonds. 

2110.  What  is  an  Exchequer  bond  due  in  1930 
worth  to-day  ? — ^I  think  about  96. 

2111.  And  you  lend  100  on  that?— No,  I  would 
not  lend  100  on  that;  they  have  to  give  me  aboat 
104,000?.  for  100,000L 

2112.  I  suppose  that  the  cashiers  of  the  Bank  of 
England  do  for  the  India  Office,  and  very  rightly  do, 
things  with  regard  to  the  transfer  of  stocks  that  they 
would  not  do  for  anyone  else  ? — I  am  afraid  I  am  not 
in  a  position  to  answer  that.  I  do  not  know  whether 
they  are  attorney  to  other  people,  so  I  could  not  say. 

3113.  I  should  hflve  thoULjlit  that  as  regards  these 
other  big  banks  wIki  have  so  many  stocks  inscribed  in 
their  books  now,  it  might  be  that  they  would  make  an 
arrangement  to  help  the  Secretai-y  of  State  to  get 
over  that  difficulty,  of  which  you  justly  speak,  of  his 
getting  in  and  out  of  stocks,  beca\ise  that  would  open 

certain  good  stocks  which  at  present  are  not  open? 

It  might.     What  stocks  have  you  in  mind  ? 

2114.  I  have  not  any  particular  stock  in  mind,  imt 
there  are  many  that  we  bankers  see  ? — i^uite  so.  If  you 
are  touching  upon  Colonial  stocks  I  think  vou  should 
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have  all  or  none,  because  otherwise  there  might   be 
jealcusly  between  one  colony  and  another. 

2115.  (Sir  Bohert  Chalmers.)  When  you  send  for- 
ward an  application  in  writing  for  a  new  firm  to  come 
on  to  the  list  of  approved  borrowers,  may  I  take  it  that 
you  add  to  their  application  a  recommendation  with 
infoi-mation  as  to  your  own  inquiries  concerning  the 
standing  of  that  firm  ? — I  give  such  informaticm  as  I 
can  obtain,  such  as  who  the  persons  are,  who  their 
bankers  ai-e,  and,  in  confidence,  they  tell  me  what 
their  capital  is. 

2116.  As  a  rule,  it  wouldnot  be  merely  the  sending 
on  of  an  application,  but  there  would  be  a  recommenda- 
tion on  your  part  ? — They  may  ask  me  whether  I  know 
anything  why  these  people  should  not  be  put  on,  but  I 
do  not  recommend. 

2117.  Tou  do  not  conjoin  with  the  application  a 
recommendation  unless  you  are  asked.'' — I  may  say, 
"  I  think  that  they  might  well  be  added  to  the  list." 

2118.  The  minimum  amount  that  can  be  lent  by 
you  under  the  India  Office  regulations  which  govern 
you,  is  .50,0(X)Z.— Tes. 

2119.  If  anyone  wants  more  he  has  to  take  another 
50,000Z.  ? — That  is  so  ;  it  runs  in  multiples  of  50,000i. 

2120.  Let  us  assume  for  the  purpose  of  the  question 
that  the  minimum  of  the  first  50,000?.  is  right ;  is  it 
necessary  to  have  multiples  of  SO.OOOZ.  thereafter  ? — 
Having  regard  to  the  length  of  time,  four  weeks  or 
five  weeks,  as  the  case  may  be,  that  we  lend  for,  and 
having  regard  also  to  the  fticl  ihdt  tht.  firms  are  of 
high  standing,  I  do  not  think  there  is  any  advantage 
in  lending  75,000Z.     Is  that  what  you  mean  ? 

2121.  That  is  my  exact  point.  Might  it  not  be  the 
case  that  a  firm  wanted  75,000Z.  and  not  100,0002.  ?— 
It  is  very  seldom  that  the  point  has  ever  been  put 
to  me. 

2122.  Do  you  think  there  is  nothing  in  it  ? — I  do 
not  really.     It  might  be  the  case. 

2123.  Tour  answer,  I  gather,  had  reference  to  the 
point  of  view  of  the  borrower  ? — Yes. 

2124.  From  the  point  of  view  of  the  lender,  the 
India  Office,  might  it  not  just  happen  that  they  had 
25,000Z.  here  and  25,000Z.  there,  and  it  might  be  con- 
venient to  them  to  divide  it  in  that  way  after  the  first 
50,000L  ? — It  might  be ;  I  do  not  say  that  sometimes 
it  would  not. 

2125.  It  never  obtruded  itself  upon  you  from 
either  the  borrower  or  the  lender? — No.  They 
generally  speak  of  50's  and  lOO's. 

2126.  Does  this  business  take  up  your  whole 
time  ? — Entirely.  I  am  there  every  day  and  all  day, 
except  Saturdays  and  Stock  Exchange  holidays. 

2127.  As  it  takes  up  your  whole  time,  your  relation 
to  the  fii-m  is  not  helpful  in  the  business  of  the  firm 
outside  this  particular  business ." — I  scarcely  have  any 
other  time  whatever ;  the  whole  day  is  practically 
taken  up  with  it. 

2128.  And  you  cannot  find  time  for  any  other  work 
which  the  prestige  that  the  Chairman  referred  to 
might  bring  ? — I  sometimes  see  a  few  clients  in  the 
office,  and  identify  people  at  the  bank,  and  write  a  few 
letters,  but  practically  my  time  is  entirely  devoted  to 
India. 

2129.  Was  that  always  so  with  you  since,  I  think 
you  said,  1904  ? — No,  not  always,  but  the  work  has 
enormously  increased. 

2130.  In  which  years — in  the  last  three  or  four — 
take  1906  ?— I  should  think  from  about  1907  or  1906. 

2131.  In  1905  you  had  a  certain  amount  of  leisui'e  ? 
— There  were  loans  due  eveiy  day  as  far  as  I  can 
remember. 

2132.  There  must  always  be  work,  but  there  was 
not  perhaps  absorbing  work  ;  was  that  the  position  ? — 
The  work  was  lighter,  we  will  put  it,  perhaps  in  those 
years  than  in  the  last  four  or  five. 

2133.  Do  you  advise  as  to  the  rates  of  issue  of  new 
loans  ? — As  to  the  price  of  issue. 

2134.  Have  you  to  do  with  the  issue  of  loans  ? — 
Yes,  I  attend  at  all  meetings  of  the  Bank  of  England 
with  others  when  the  price  is  discussed. 

2135.  Torn-  work  is  not  then  exclusively  restricted 
to  the  lending  out  of  surplus  balances? — No.  The 
new  iss>ue  of  stock  would  oiily  occur  once  in  a  year. 


2136.  But  you  do  come  in  for  that  ■''—Yes. 

2137.  With  this  pressure  of  work  which  you 
indicate,  can  you  keep  fully  in  touch  with  the  market  ? 
—Fully. 

2138.  Tour  work  of  itself  is  sufficient  ?— That  is 
how  I  gauge  my  rate,  by  keeping  in  touch  with  the 

2139.  For  Indian  purposes  you  do  not  keep  in 
touch  by  non-India  office  work  but  by  the  actual  work 
that  you  do  for  the  India  Office  ?— That  is  so. 

2140.  (Mr.  Gladstone.)  Touching  the  question  of 
your  remimeration,  do  you  care  to  give  the  Commission 
any  information  as  to  the  estimated  cost  of  your  office 
and  your  establishment  there  in  connection  with  the 
loan  business?  That  has  beeu  refen-ed  to  already, 
and  you  might  like  to  say  something  ?— I  should  say 
it  was  1,700Z.  or  1,8002.  a  year— something  between 
that.     I  could  not  say  for  cei-tain. 

2141.  Do  you  know  the  charge  made  by  the  Bank 
of  England  to  private  customers  for  lending  money 
against  Stock  Exchange  securities? — I  do  not  think 
I  do  for  certain,  but  it  is  generally  believed  that  the 
charge  is  A  per  cent,  per  annum,  being  i  per  cent,  for 
the  bank  and  i  per  cent,  for  the  brokers. 

2142.  Touching  the  list  of  securities,  is  not  the 
system  that  has  prevailed  at  the  Bank  of  England 
about  transfers  generally  considered  antiquated  and 
inconvenient  by  the  general  public  ? — ^Are  you  refer- 
ring to  the  ordinary  public — everybody  ? 

2143.  Tes  ? — I  do  not  know,  but  I  do  not  think  so. 
I  think  it  is  an  exceedingly  convenient  way  of  making 
a  transfer.  They  have  recently  brought  in  transfer  by 
deed  of  Consols. 

2144.  (Mr.  Keynes.)  Tou  have  explained  to  us  the 
practice  on  which  the  chief  cashier  at  the  Bank  of 
England  insists  in  order  to  satisfy  himself  that  the 
transfer  of  stocks  is  in  order;  in  your  opinion  is 
this  elaborate  practice  of  his  a  wise  and  necessary 
precaution  ? — ^I  should  have  thought  the  evidence  of  a 
stock  receipt  was  quite  sufficient  if  signed  by  the 
transferor  and  also  witnessed  by  one  of  their  own  bank 
clerks. 

2145.  If  he  did  not  insist  on  this  elaborate  pro- 
cedure, then  there  would  be  no  particular  objection  to 
placing  on  your  list  securities  inscribed  at  other  banks  ? 
— I  do  not  know.  As  far  as  that  goes,  there  is  the 
objection  when  the  stock  is  transferred  out  of  the 
Secretary  of  State's  name. 

2146.  Do  you  think  these  other  banks  could  not 
easily  give  evidence  which  would  satisfy  any  reasonable 
person  of  the  fact  of  the  transfer  ? — I  think  it  would 
raise  difficulties. 

2147.  If  these  technical  difficulties  could  be  over- 
come, would  it  assist  you  bi  obtaining  a  good  rate  of 
interest  to  have  your  field  enlarged  by  being  able  to 
accept  additional  securities  ? — I  do  not  say  that  the 
rate  would  be  improved,  but  I  should  certainly  be  able 
bO  employ  some  of  the  cash  balances  by  the  addition, 
we  will  say,  of  some  colonial  inscribed  stocks. 

2148.  Would  it  facilitate  yom-  business  if,  apart 
from  technical  difficulties,  you  were  allowed  to  lend  on 
such  security  ? — I  think  it  would  a  little. 

2149.  I  understood  from  Mr.  Badock  that  you  do 
not  receive  authority  from  the  India  Office  to  lend  for 
longer  periods  than  six  weeks  ? — No,  it  is  four  oj-  five. 

2150.  It  is  not  often  as  long  as  six  ? — That  is  so. 

2151.  And  it  is  more  often  four  or  five  ?— That 
is  so. 

2152.  If  they  authorised  you  to  lend  for  somewhat 
longer  periods,  would  that  appreciably  affect  the  i-ate 
of  interest  you  could  eai-n? — It  depends  upon  the 
period  covered. 

2153.  If  in  the  com-se  of  a  year  there  were  occasions 
on  which  yoii  could  lend  for  a  longer  period,  you  could 
earn  more,  could  you  not?— I  do  not  think  so.  It 
entirely  depends  upon  the  months  that  are  covered. 
I  think,  on  the  average,  this  system  is  as  good  as  any. 

2154.  Do  you  mean  that  a  person  who  is  prepared 
to  lend  up  to  10  weeks  cannot  get  more  over  a  number 
of  years  than  a  person  who  is  only  prepared  to  lend 
up  to  four  or  five  weeks  ? — ^It  would  be  very  difficult 
to  say.  At  the  present  moment,  for  example,  over  the 
30th  June,  the  end  of  the  half-year,  money  is    very 
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much,  wanted  ai»d  I  cam  get  4  per  cent.,  and  I  am 
getting  it  for  tte  first  few  days  in  Jtdy,  althougli 
money  for  a  week  is  3|  and  disoount  for  three  months 
is  ahont  4|  or  4t^-g.  But  then  when  my  loan  falls  due, 
perhaps  on  the  7th  or  8th  July,  it  is  a  speculation  as 
to  what  money  is  going  to  be  for  the  next  month. 

2155.  I  can  understand  that  sometimes  it  pays  you 
to  lend  for  short  periods  and  sometimes  for  long 
periods,  but  I  should  have  thought  that,  if  you  had  the 
power  to  lend  either  for  short  or  for  long  periods 
according  to  which  was  the  more  profitable,  that  you 
would  earn  more  than  if  you  were  tied  down  to  one 
period  ? — I  would  have  two  options,  do  you  mean,  and 
instead  of  being  tied  down  to  four  or  five  weeks  I 
might  have  nine  weeks  or  I  might  have  10  weeks  ? 

2156.  Tes  ? — I  am  afraid  I  have  never  looked  at  it 
in  that  light  at  all,  or  thought  about  it. 

2157.  You  have  not  any  opinion  on  the  matter 
that  you  are  prepared  to  give  at  the  present  moment  ? 
— That  is  so.  It  is  qaite  a  speculation  as  to  what 
money  is  going  to  be  in  10  weeks. 

2158.  I  understand  that  you  make  all  loans  on  a 
given  day  at  the  same  rate  to  all  borrowers  ? — That 
is  so. 

2159.  At  whatever  time  of  the  day  you  arrange  it  ? 
— ^I  get  through,  if  I  can,  by  perhaps  1  o'clock. 

2160.  What  is  your  method  ?  I  do  not  know  if  you 
go  to  visit  the  borrowers  ? — I  do  go  to  borrowers. 

2161.  When  you  go  to  the  first  borrower  you  will  not 
have  the  information  in  your  possession  as  to  the  rate 
at  which  yoxi  will  be  able  to  lend  all  that  you  can  lend 
that  day,  will  you  ? — I  have  found  out  all  I  can  before 
I  go  to  the  first  one. 

2162.  When  do  you  go  to  the  first  borrower  ? — 
Aboiit  half -past  10. 

2163.  By  then  you  have  settled  the  rate  at  which 
you  are  going  to  lend  all  the  money  that  day  ? — Tes  ; 
I  have  made  up  in  my  own  mind  what  is  the  right  rate  to 
ask  and  to  accept  for  that  month  by  ascertaining  what 
daily  money  is,  what  weekly  money  is,  what  the  bill 
rate  is  for  about  the  period  of  my  loan,  whether  the 
banks  are  buying  bills  lake  that,  and  so  on. 

2164.  Having  a  figure  in  your  mind  you  go 
round  to  certain  approved  borrowers,  who  might  find 
that  they  covild  take  a  cei-taia  amount  at  that  rate  .' — 
Tes. 

2165.  But  by  the  end  of  the  day  you  might  find 
that  you  had  slightly  over-estimated  the  rate  and  you 
could  not  place  all  you  had  at  that  rate  ? — That  has 
occurred,  but  it  has  only  occurred  quite  recently.  1 
have  never,  in  my  nine  years,  had  anything  over  until 
the  last  few  months. 

2166.  {Sir  Bobert  Chalmers.)  That  would  be,  how- 
ever, because  you  were  asking  a  good  bargain  for  youi- 
principals  ? — That  is  so. 

2167.  (Mr.  Keynes.)  If  you  very  seldom  err  in  the 
direction  of  asking  too  much,  would  that  not  suggest 
that  you  must  often  err  in  the  direction  of  asking  too 
little  ? — No.  I  have  found  on  some  very  few  occasions 
that  I  have  gone  to  a  man  and  by  great  pressure  I 
have  got  a  certain  rate  frSm  him,  then  I  go  all  round 
the  market  and  I  find  that  I  cannot  get  that  particular 
rate  anywhere  else.  So  I  have  found  that  I  squeezed 
him  or  pressed  him  too  hard,  and  I  go  back  to  him 
and  say,  look  here,  I  find  the  real  rate  is  so-and-so, 
and  I  have  put  you  down  at  so-and-so. 

2168.  That  was  the  point  I  wished  to  reach.  If 
you  ask  a  higher  rate  at  the  beginning  of  the  day  than 
you  can  get  later,  so  that  some  of  your  loans  must  be 
contracted  at  a  lower  rate,  then  you  make  them  all 
uniform  and  go  back  to  those  at  the  Hgher  rate  and 
give  them  the  lower  rate  ?— Say  I  have  got  seven  or 
eight  people  to  goto,  and  I  have  done  four  of  them 
at  a  certain  rate,  then  I  will  make  those  other  four 
give  me  my  rate  or  else  I  offer  my  money  elsewhere 
until  I  get  that  rate. 

2169.  Can  you  always  get  that  rate  in  the  end  ?— 
I  have  got  it,  with  one  or  two  exceptions. 

2170   May  I  ask  this  for  information:  Is  it  the 
practice  of  other  big  lenders  in  the  market  to  do  all 
their  business  on  a  given  day   at  the  same  rate  .•'— i 
cannot  answer  foi'other  people,  but  I  should  say  so. 
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2171.  (Sir  Robert  Chalmers.)  Always  assuming  that 
there  was  no  catastrophe  that  had  happened  in  the 
afternoon  ? — Quite  so. 

(Lord  Faber.)  As  regards  that,  our  practice  as  a 
large  countiy  bank  when  we  have  money  to  lend  is 
this  :  We  send  telegrams  to  three  or  four  of  the  large 
discount  houses  in  the  morning  to  ask  what  they 
would  lend  bills  at;  there  is  generally  a  difference 
between  them,  but  as  a  rule  perhaps  three  of  them  are 
all  the  same  and  the  fourth  would  be  different,  not 
necessarily  the  same  one  always,  but  one  of  them 
would  differ. 

(Witness.)  If  I  find  I  have  got  my  rate  from  four 
people  and  I  have  got  three  other  people  left,  I  squeeze 
them  up,  and  if  they  do  not  come  in  to  the  rate  I  take 
the  money  away  and  offer  it  elsewhere. 

2172.  (Mr.  Gladstone.)  Ton  could  give  instances  of 
that,  could  you  not  ?  There  was  a  case,  I  think,  of  a 
loan  that  you  made  with  the  National  Discount  Com- 
pany ;  1  they  would  not  give  you  your  rate  of  4^  and 
you  called  the  money  in .' — I  constantly  do  that. 

2173.  I  happened  to  go  to  see  them  that  day,  and  I 
gave  them  the  money  and  they  found  they  had  made  a 
mistake  ? — They  did. 

2174.  I  should  think  you  could  verify  the  date ;  the 
rate  there  was  4^  or  4f  ? — ^I  am  constantly,  very 
constantly  indeed,  employed  in  that  way.  It  te,kes  up 
a  great  deal  of  my  time.  When  a  firm,  or  firms,  will 
not  give  me  my  rate,  I  have  got  to  relend  that  money 
at  the  rate  I  want,  and  that  takes  up  the  majority  of 
my  time.  The  work  may  look  a  little  on  paper,  but  I 
assure  you  that  a  very  great  deal  of  my  work  is  not 
seen  on  paper.  I  may  have  to  go  to  eight  or  ten  or  a 
dozen,  or  perhaps  even  twenty  firms,  in  order  to  lend 
my  money,  or  to  renew  it,  when  I  am  paid  off  by 
somebody  who  will  not  give  the  rate. 

2175.  (Mr.  Keynes.)  There  is  one  question  I  should 
like  to  ask  you  with  regard  to  your  remuneration: 
At  present,  as  I  understand,  your  remuneration  is  pro- 
portioned to  the  interest  earned  ? — That  is  so. 

2176.  So  that  in  years  of  dear  money  it  is  a  good 
deal  higher  than  in  years  of  cheap  money  P — Tes. 

2177.  And  does  not  entirely  depend  upon  the 
volume  of  business  passing  ? — That  is  so. 

2178.  Would  you  think  an  an-angement,  by  which 
you  were  paid  according  to  the  volume  of  business  you 
did,  rather  than  according  to  the  rate  of  interest 
earned,  to  be  a  fair  one  ? — How  would  you  gauge 
what  was  the  work  done  ?  As  I  have  just  explained, 
a  tremendous  lot  of  work  is  invisible. 

2179.  I  should  gauge  the  work  done  by  the  amount 
of  loans  which  you  put  through,  apart  from  the  rate  ? 
— The  interest,  after  all,  whether  it  is  4  or  4J,  what 
does  it  amount  to  ? 

2180.  I  am  putting  simply  this  poiat:  When  a 
suggestion  of  a  fixed  salary  was  put,  you  quite  rightly 
suggested  that  it  made  no  allowance  for  wide  fluctua- 
tions ia  the  amount  of  trouble ;  the  present  system 
takes  account  of  the  trouble,  but  it  also  takes  account 
of  something  which  is  not  concerned  with  you  at  all, 
namely,  the  rate  of  money,  so  that  your  income  fluc- 
tuates through  something  which  is  not  in  the  least 
under  your  control,  and  which  does  not  affect  the 
amount  of  trouble  that  you  have.  Is  that  system 
satisfactory  to  you  ? — It  is  more  difficult  to  lend  money 
in  easy  times  than  it  is  when  money  is  wanted; 
although  the  remuneration  would  be  smaller  the  work 
would  be  harder. 

2181.  In  that  case  you  get  less  remuneration  when 
the  work  is  hard  ? — It  is  very  difficult  to  lend  when 
nobody  wants  to  borrow,  and  the  remuneration  is 
smaller. 

2182.  Is  that  system  satisfactory? — It  is  rather. 
The  system  has  been  turned  round  several  times.  I 
believe  in  my  father's  time — ^he  was  also  the  India  Office 
broker — I  do  not  know  what  it  was  in  my  grandfather's 
time,  in  1842 — he  had  a  scale,  and  if  the  rate  was  under 
14  per  cent,  he  got  ^  per  cent.,  over  I5  per  cent,  and 
under  3  per  cent,  he  got  i  per  cent.,  and  over  3  per 
cent,  he  got  ^^  per  cent.  In  1888  the  scale  was 
altered  to'  make  it  a  round  5  per  cent,  on  the 
interest.     That  worked  out  almost  the  same.      That 
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continued  tiU  1911,  when  it  was  altered  to  its  present 
form — not  on  my  suggestion. 

2183.  (Chairman.)  And  not  to  your  advantage  ? — 
Not  to  my  advantage,  nothing  like  it. 

2184.  The  alteration  was  a  reduction  R — It  was  veiy 
much  reduced ;  it  is  equal  to  a  60  per  cent,  reduction, 
if'  you  look  at  it ;  I  mean  the  work  for  10  millions  of 
loans  out  is  the  same  as  it  would  be  for  four  miUions. 

218-5.  (Lord  Faber.)  The  largeness  of  the  loans  just 
lately-has  saved  you,  has  it  not  ? — Yes.  If  my  present 
acale'went  teck  to  the  yeairs  when  my  predecessor  held 
the  appointment,  say  14  years  ago,  when  he  earned 
8,300J'.  a  year,'  on  my  scale  it  would  he  1,6001. ;  when 
you  work  ofE  the  expenses  there  is  not  much  left  for 
the  broker.  . 

2186.  (Sir  Shapwrji  Broacha.)  Are  you  always  able 
to  lend  at  one  rate  ?—l  always  settle  upon  one  rate. 

2187.  Suppose  you  have  two  millions  to  lend  and 
you  have  given  one  million  at  3  per  cent.,  and  there  are 
no  takers  at  3  per  cent,  that  day  for  the  other  million, 
and  that  you  cannot  lend  it  except  at  2|  or  2f ,  what 
will  you  do  ?  '  Will  you  go.  to  the  first  men  and  rfeduce 
the  rate  to  them  to  2f  in  order  to  equalise  ? — 1  do  not 
think  that  question  has  ever  arisen  that  I  have  got 
such  a  huge  sum  T)f  money  to  lend  on  one  day.  I  have 
never  had  such  a  case  as  that. 

2188.  In  business  discounting,  in  the  morning  you 
discount  at  SJ  and  in  the  evening  you  may  discount  at 
3i  ? — That  is  just  possible. 

2189.  The  rates  are  always  fluctuating ;  and  you 
say,  in  order  to  equalise  them,  you  go  back  to  those 
you  lent  at  a  higher  rate  and  reduce  the  rate  to  them  ? 
' — I  should  not  wait  till  the  afternoon  to  do  my  work ; 
that  would  be,  in  my  opinion,'  speculating  'with  my 
order.  I  have  got  to  do  my  work  and  not  look  to  other 
men. 

2190.  When  a  broker  goes  to  a  firm  it  takes  him 
about'  an  hour,  or  it  may  take  only  half  an  hour, 
but  in  the  meantime  the  rates  have  gone  back, 
and  the  other  borrowers  may  say,  "  The  markej: 
'■  is  lower  to-day.  owing  to  some  circumstances, 
"  political  or  otherwise,  and  so  you  have  a  difficulty  in 
."  getting  the  same  rate."  I  suppose,  according  to  what 
you  say,  you  -wilt  then  go  back  to  the  first  borrowers 
and  xedlice  the  rate,  to  them  F — That  is  only  if  I  find 
one  solitary  exception,  or  possibly  two,  out  of  perhaps 
eight  or  ten  houses,  -with  whom  J  have  got  money.  If 
I  find  that  I  can  get.  the  rate  from  the  majority  of 
people,-  then  I  hold  out  until  I  do  get  it.  .  Ishould 
never  go  back  except  in  one  solitary  case  or  possibly 
two  cases. 

2191.  I  lend  money,  and  I  know  that  I  take  different 
rates  not  only  in  the  same  day. but  in  the  same  hour? 
— ^I  think  it  is  to  the  interest  of  India  to  stick  to  one 
rate. 

2192.  I  know  what  a  farce  it  is  to  go  to  10  or  20 
people,  because  by  the  time  you  have  got  to  the  twen- 
tieth the  rates  have  declined  ;  of  course  they  may  have 
appreciated  also.  Then  in  case  they  have  appreciated, 
would  you  go  back  to  the  first  borrowers  and  say  they 
must  give  you  the  appreciated  i-ate  ? — No.  I  think  if 
the  rate  was  on  the  verge  of  ajppreciating  I  should  have 
no  difficulty  in  lending,  and  I  should  not  have  to  go  to 
so  many  people.  It  very  rarely  occurs  that  I  have  to 
go  back  to  one  or  possibly  two  when  I  have  got  10  or 
12  on  my  list  and  say,  I  find  that  the  rate  is  so-and-so. 
Of  course,  if  I  did  not  go  back  to  him,  A  would  very 
soon  find  out  what  rate  I  have  accepted  from  B,  and 
then  he  would  say,  "  Tou  did  not  treat  me  fairly." 

2193.  If  I  go  to  the  National  Bank  and  discount 
bills  at  2f  per  cent,  and  then  I  cannot  get  more  than 
2-|.  woxdd  the  broker  who  was  already  notified  of  the 
transaction  at  the  first  bank  reduce  it  because  the 
other  loans  could  not  be  done  at  the  same  rate  ? — ^I 
have  only  reduced  it  where  I  have  got  the  higher  rate 
under  great  pressure,  and  the  man  has  given  it,  perhaps 
not  kno'wing  what  the  rate  has  been. 

2194.  (Sir  Robert  Chalmers.)  Tou  are  dealing  with 
a  limited  number  of  permanent  customers  ? — Tes. 

2195.  To  that  extent,  do  you  imderstand  your 
position  to  be  somewhat  different  to  that  indicated  by 
Sir  ShapuTJi  in.  his  recent  questions  ? — I  am  confined 
to.  a  certain;  circle. 


2196.  And  it  is  your  interest  not  to  snatch  an 
exceptional  profit  from  one  of  them  to-day  ?— Qmte  so. 
If  A  finds  out  that  I  have  charged  B  34  when  I  have 
ohargfed.him  3f,  he  might  accuse  me,  and  I  thmk 
rightly  so,  of  favouritism,  and  I  do  not  think  that 
would  be  in  the  interests  of  the  India  Office. 

2197.  Tou  are  dealing  in  a  world  market  as  regards 
lending  F — ^Tes. 

2198.  Which  would  not  necessarily  apply  to  every 
market,  perhaps  those  that  Sir  Shapurji  had  in  mmd  ? 
— That  is  so. 

2199.  (Sir  Shapurji  Broacha.)  You  have  got.  62 
names  on  your  list,  but  they  are  not  all  of  the  same 
status,  are  they ;  for  instance,  you  would  not  consider 
a  broker's  firm  to  be  of  the  same  standing  as  the 
National  Bank  ? — The  small  man's  security  is  as  good 
as  the  big  man's.  ' 

2200.  (Chairman.)  The  difEerence  would  be  ■  in  the 
amount  you  lend  ? — Quite  so.  .      _ 

2201.  Didyoii  have  anything  to  do  with  the  de- 
posits that  were  made  to  the  banks? — I  negotiated 
them  'with  the  various  banks. 

2202.  Did  you  select  the  banks  ? — No. 

2203.  But  you  negotiated  the  terms  'with  them  ? — 
I  negotiated  -with  these  difEerent  banks  and  then  re- 
ported to  the  Chairman  what  I  could  obtain,  and  I 
received  my  orders. 

2204.  Was  a  list  of  the  banks  given  to  you  to  which 
you  should  go  F — That  is  so. 

2205.  Or  were  you  authorised  to  go  to  any  bank 
that  you  thought  of  sufficient  standing  F — No.  The 
banks  were  selected,  and  I  was  instructed  what  banks 
to  go  to. 

2206.  (Mr.  Keynes.)  Was  it  left  to  you  how  much 
you  would  lend  to  each  bank,  or  oidy  the  terms  on 
which  you  should  lend  it  ? — Only  the  -terms. 

2207.  The  amotmts  were  not  left  to  you  F^No. 

2208.  (Mr.  Gladstone.)  Do  I  understand  that  in 
those  cases  a  particular  bank  was  selected,  or  did  you 
go  round  the  approved  banks  in  the  same  way  as  you 
did  with  the  approved  borrowers  ? — ^I  went  to  the 
approved  banks 

2209.  The  name  of  a  particular  bank  was  not  given 
to  you  and  then  you  were  told  to  get  the  best  rate  you 
ooiild  from  them  ?^-No.  I  would  go  first  to  a  particu- 
lar bank  and  report  the  rate  that  I  could  obtain  from 
them. 

2210.  (Lord  Faber.)  You  only  went  to  the  banks 
that  you  had  instructions  to  go  to  from  the  India 
Office  ?— That  is  so. 

2211.  You  did  not  choose  the  banks,  but  you  went 
to  the  banks  that  were  named  to  you  F — Yes. 

2212.  (Sir  Robert  Chalmers.)  Tou  had  an  approved 
list  of  banks,  as  you  had  an  approved  list  of  ordinary 
borrowers,  given  to  you  ? — Yes.  ,, 

2213.  Mr.  Gladstone.)  And  you  were  not  asked  to 
go  to  one  particular  bank  F — Only  to  ascertain  the  best 
rate.  ' 

2214.  (Chairman.)  It  is  possible  that  your  answer 
to  an  earlier  question  may  be  open  to  misconcep^iion. 
You  were  not  insti-ucted  to  go  to  one  particular  bank, 
but  you  were  given  a  list  of  banks  ;  is  that  so  ? — First, 
I  had  an  order  for  a  deposit  —  will  you  offer  it  to 
so-and-so,  and  if  the  rate  is  not  agreeable  then  -will  you 
offer  it  to  so-and-so  and  so-and-so  F  I  think  that  wap 
the  procedure. 

2215.  There  was  a  list  of  banks  approved,,  as  I 
understand,  for  this  purpose  F — Yes.  ' 

2216.  Assume  that  there  was  a  deposit  to  be  made, 
you  were  informed  of  the  amount  of  that  deposit  ? — 

2217.  How  was  the  rate  of  interest  settled  that  was 
to  be  obtained  on  it  ? — I  negotiated  with  these  different 
banks,  and  I  found  out  from  them  what  was  the  best 
possible  rate  they  would  give,  and  reported  it. 

2218.  Therefore,  if  you  were  told,  for  instance,  that 
the  Secretary  of  State  'wished  to  place  20O,O00Z.  on 
deposit,  you  would  have  gone  to  all  the  banks  on  your 
approved  list  and  inquired  of  them  what  rate  •+hey 
would  give  you  for  it  ?^I  went  and  saw  1)he  Chairman 
of  the  Finance  Committee  and  discussed  the  thine 
with  him,  and  he  would  instruct  me  as  to  the  banls 
and  the  rate:  that'  I  might  accept. .  ;   '    .-> 
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22J9.  He  iifstructed  you  to  go  to  a  particular  bank.? 
— Yes,  to  ascertain  tlie  rate. 

2220.  And  ofEer  it  to  that  particular  bank  ? — 
Quite  so. 

2221.  At  a  particular  rate  ."  —  First .  of  all,  to 
ascertain  what  that  particular  bank  would  give. 

2222.  And  if  the  rate  was  satisfactory,  then  the 
deposit  was  offered  to  that  particular  bank  ? — Yes. 

2223.  {Lm-d  Faber.)  That  bank  being  one  otit  of 
the  list  H — One  out  of  seven. 

2224.  (Chairman.)  The  routine  was  not  that  you 
should  necessarily  inquire  of  at  least  three  or  four 
banks  on  the  list,  what  their  rates  were  when  you  had 
a  particular  sum  to  lend  ? — I  always  f oiuid  out  what 
the  discount  rate  was. 

2225.  {Lord  Faber.)  Supposing  you  had  lOiOOOZ.  to 
lend  bj'  order  of  youi-  superior  officer,  did  you  then  go 
to  the  whole  seven  selected  banks  and  try  what  each  of 
them  would  give  you  ? — Not  always. 

2226.  How  would  you  decide  which  out  of  the  seven 
to  go  to  ? — I  did  not  always  try  each  one  of  the  seven. 

2227.  How  did  you  make  up  your  mind  that  1,  2,  3, 
4,  6,  and  6  would  not  give  you  a  worse  rate  than  7,  to 
whom  you  did  not  go  ?—l  Would"  notgo  to  the  whole 
of  the  seven.  Perhaps  three  or  four  banks  on  one 
pai-ticular  day  ,  might  say :  "  I  cannot  give  you  more 
than  such  and  such  a  rate." 

2228.  (Chairman,.)  Did  you  ever  make  a  deposit 
with  one  bank  without  having  inquired  of  the,  other 
Danks  wbat  they  would  give  ?r^-I  may  have,  when  it 
first  originated. 

2229.  If  you  did  so,  were  you  acting  on  your  own 
discretion  or  acting  on  instructions?, —  1  had  my 
instructions  as  to  what  rate  I  might  accept. 

2230.  Did  your  instructions  also  say,  within  the 
limit  of  the  list,  of  which  bank  you  were  to  accept  that 
rate  ? — ^I  would  have  instructions  that  if  I  could  not 
get  the  rate  from  A  I  should  offer  it  to  B  ;  then  I 
would  go  back,  and  so  forth.  If  I  could  not  get  it 
from  B  I  would  go  to  0.  \ 

2231.  {Lord  Faber.) -In  fact,  you  did  not  get  the 
best  rate,  to  your  knowledge,  out  of  the  whole  seven 
banks;  you  had  instructions  to  get,  we  wiU  say, 
3  per  cent,  from  one  bank,  and  joxi  went  to  that 
bank  and  took  3  per  cent.  ?— I  always  obtained  the 
best  rate  that  could  be  got. 

2232.  Without  knowing  whether  the  other  six 
"banks  would  give  you  more  than  3  per  cent;  ?-^I  did 
not  go  to  aU  seven  on  one  day,  but  very  often  the 
deposit  was  split  amongst  four  or  five  banks  ;  and  that 
was  a  check  upon  the  rate. 

2233.  You  did  not  put  them  in  competition  with 
one  another  on  that  particular  job.  if  I  niay  put  it  in 
that  way? — I  always  checked  the  rate  before  fixing 
it  up. 

2234.  (Mr.  Gladstone.)  In  this  case,  two  of  the 
members  of  the  Finance  Committee  were  bankers? 
—Yes. 

2235.  And  the  Chairman  of  the  Finance  Com- 
mittee,, under  whose  general  authority  you  acted,  I 
suppose  with  the  Accountant- General,  ^  is  also  a 
banker  ? — Yes.  -        j 

2236.  "What  the  Commission  desire  to  know  is 
whether  when  these  amounts  of  money  were  put  on 
deposit  the  best  rate  was  obtained,  and  whether  you 
were  confined  or  ordered  to  give  the  deposits  to  a 
particular  bank,  or  were  bound  in  each  case  to  ascertain, 
and  did  ascertain,  the  best  rate  from  aU  the  banks  on 
the  approved  list.  You  might  not  have  gone  to  them 
eveiy  day,  but  the  rates  would  be  known  ?— Quite  so. 

2237.  You  did  not  place  those  deposits  with  par- 
ticulai-  banks  in  accordance  with  the  orders  of  the 
Chaii-man  of  the  Finance  Committee,  although  as 
Chairman  of  the  Finance  Committee  of  course  he 
had  the  responsibility  of  instructing  you  to  make 
the  deposits  ? — Yes. 

2238.  (Chairman.)  Did  he  leave  you  full  discretion 
to  make  the  deposit  with  any  bank  on  the  Hst,  or  did 
he  indicate  to  you  that  you  were  to  go  €o  a  particular 
bank  on  the  list  and  offer  that  particular  deposit?—! 
had  to  go  to  a  particular  bank  and  find  out  what  that 
particular  bank  would  give ;   I  would  go  back  agam 


and  report,  and  if  it  was  not  accepted  I  would  have  to 
offer  it  to  somebody 'else  and  see  wha,t  th.ey_would  do. 

2239.  Did  the-  Chairman  settle  *ith  you  what  you 
both  thought  wgfl  a  fair  rate  ?— ^Yes. 

2240.  The  best  rate  you  could  obtain  ? — Yes. 

2241.  Did  he  then  instruct  you  to  offer  the  deposit 
to  bank  A  at  that  rate,  without  inquiry  as  to  whether 
bank  B  or  bank  C  or  bank  D  would  pay  you  a  better 
rate  ? — As  a  rule  there  were  three  or  four  banks  due 
for  renewal  of  the  deposit  on  a  pai"ticular  day;  or  if 
there  were  fresh  deposits,  say  of  half  a  rniUidh,  it 
would  be  divided  up,  perhaps  200,000L  here,  100,000?. 
there,  and  200,000Z.  there,  and  would  be  offered  in  that 
way.  By  that  means  one  got  to  know  what  was  the 
best  rate,  and  whatever  the  best  rate  was  that  bank 
had  it  and  the  othei"  bank  did  not  have  it.  So  I 
screwed  them  up  to  the  best  rate  available. 

2242.  In  each  case  yoii  fcftmed  your  own  judgment 
about  what  the  rate  should  be,  and  if  you  secured  the 
rate  which  you  had  decided  to  ask,  you  gave  the 
deposit  at  once  ;  is  that  it  ? — I  found  out  by  competi- 
tion, putting  one  against  another,  what  was  the  best 
rate  obtainable,  and  then  got  my  instructions  from  my  , 
superior. 

2243.  You  had  in  a  particular  case,  we  will  say, 
three  deposits  falling  due  from  banks  A,  B,  and  C  ? — 
Yes. 

2244.  Did  you  go  to  those  banks  and  say,  "  What 
rate  will  you  give  me  for  a  renewal  bf  the  deposit  ?"  — 
Yes.  =       ' 

2245.  If  you  had  fresh  money,  you  were  instructed 
to  go  to  another  bank  ? — ^Yes. 

2246.  And  ask  them  what  rate  they  would  giv?  ? — 
Yes. 

2247.  If  one  of  the  banks  offered  you  less  than  you 
obtained  from  the  others,  what  happened  ?— I  with- 
drew the  deposit  and  offered  it  somewhere  else. 

2248.  And  you  got  the  higher  rate  elsewhiere  ? — 
Yes. 

2249.  That  is  not  clear  from  your  early  evidence,  I 
think  ? — I  thought  Lord  Faber  asked  did  I  go  to  all 
seven  banks  ? 

2250.  (Lord  Faber.)  Yes,  so  I  ask  still  ?— I  cannot 
say  I  went  to  all  seven,  but  I  might  go  to  the  majority 
of  them.* 

2251.  (Chairman.)  You  went,  in  your  ojiinion,  to  a 
sufficient  number  really  to  test  what  was  the  best  rate 
that  yOu  could  get? — The  deposits  were  very  often 
paid  off  by  one  because  they  would  not  give  the  rate  I 
was  asking,  and  then  the  money  was  redeposited  with 
somebody  else. 

2252.  In  no  case,  therefore — I  think  I  had  better 
put  the  question  quite  bluntly  to  you — did  the  Chair- 
man of  the  Finance  Committee,  who  had  to  arrange 
these  jnatters  with  you,  and  who  was  himself  a  banker, 
commit  you  to  deal  at  a  particular  rate  with  his  bank, 
unless  you  had  tested  that  rate  by  making  application 
to  other  banks  ?—  I  always  tested  the  rate  if  I  had  a 
deposit  with  that  particular  bank. 

2253.  (Mr.  Keynes.)  Did  you  receive  instructions 
_  from  the  Chainnan  of  the  Finance  Committee  as  to 

whifch  "bank  should  have  the  first  offer  at  the  current 
rate  of  the  day  ? — I  had  instructions  as  to  what  banks 
to  go  to,  and  I  went,  perhaps,  to  the  one  which  was 
.first  on  the  list. 

2254.  I  understand  that  if  a  bank  did  not  give  you 
a  safisfactory  rate  you  went  elsewhere  ? — Yes. 

2255.  But  in  selecting  the  bank  you  first  went  to 
and  gave  the  first  offer  to,  did  you  act  on  the  instruc- 

*  1.  In  further  reference  to  Lord  Faber's  question  as  to 
why  I  did  not  always  go  to  all  the  seven  hanks,  I  should  like 
to  explain  that  it  was  the  policy  to  keep  the  amounts  of  the 
deposits  with  the  banks  as  even  as  possible,  so  that  if  through 
deposits  being  called  in  three  or  four  of  the  banks  had  less 
than  the  others,  I  would  .naturally  go, first  to  these  bapks  and 
not  necessarily  to  all  the  others  provided  the  best  rate  was 
obtained  from  them. 

2.  When  I  had  a  deposit  to,  make  I  saw  the  Chairman  of 
the  Finance  Committee,  and  after  discussion  he  stated  that,  if 
his  back  was  going  to  take  any  of  it,  the  best  rate  he  couM 
give  was  a*,  hut  if  I  could  do  better  elsewhere  I  \yas  to  do  so  : 
which  of  course  I  always  attempted  to  do. 

The  same  remark  applies  to  renewals  of  deposits. 

Horace  H.  Scott. 
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tions   of  the  Ghairman  P — My  instructions   from  the 
Chairman  were  as  to  what  rate  I  might  accept. 

2256.  Did  you  also  have  instructions  as  to  which 
bank  you  should  offer  the  loan  on  those  terms  ? — -I 
went  to  that  bank  first  and  then  there  may  have  been 
three  or  four  that  I  went  to  afterwards. 

2257.  Were  those  three  or  four  named  to  you  by 
him,  or  did  you  select  them  yourself  ? — The  Chairman 
generally  named  them. 

2258.  (Chairman.)  Do  you  not  think  it  would  have 
been  better,  when  you  had  money  to  lend  on  deposit  in 
this  way,  to  have  seen  all  the  banks  and  said,  "  I  have 
"  so  much  money  to  lend,  what  is  the  best  rate  you  will 
"  give  me  ?  " — But  then  the  deposits  varied  so  much ; 
sometimes  there  were  200,000Z.  to  put  on  deposit,  some- 
times 400,000Z.,  sometimes  300,0002.,  and  I  do  not  think 
it  wotdd  have  been  advisable  to  tell  all  the  banks  how 
much  money  the  Council  •'had  to  put  on  deposit  at  one 
time. 

2259.  Is  that  any  objection  to  the  course  that  1 
■suggested  ? — These  were  exceptional  deposits,  and  you 
would  not  offer  a  bank  those  amounts.  I  think  they 
went  in  amonuts  of  about  100,000Z.  apiece. 

2260.  I  do  not  mean  that  you  would  necessarily 
offer  the  whole  amount  to  one  bank,  but  that  you 
would  fix  in  your  own  mind  the  limit  which  you  would 
entrust  to  any  one  particular  bank  at  a  given  moment, 
and  then,  having  that  money  to  lend,  you  should  have 
asked  .all  of  the  banks  whether  they  cotild  take  the 
amount  that  you  were  prepared  to  lend,  or  that  yon 
thought  it  safe  to  lend  each  one  of  them,  and  if  they 
were  prepared  to  take  it,  what  rate  they  would  give  to 
you  ?  Then  you  would  have  been  certain  that  you 
would  have  got  always  the  best  rate  that  any  of  the 
seven  banks  could  have  given,  would  you  not  ? — Tes. 

2261.  I  do  not  understand  that  the  practice,  as  you 
have  explained  it,  gave  any  guarantee  that  one  of  the 
other  banks  on  the  list  might  not  on  any  particular 
occasion  have  given  you  a  better  rate  of  intei-est  if 
they  had  had  the  offer.  Do  you  think  there  was  any 
guarantee  of  thatP — -I  only  went  to  such  banks  as 
I  was  instructed,  in  order  that  the  amounts  might  be 
kept  as  even  as  possible,  provided  that  the  best  rate 
was  obtained. 

2262.  [Mr.  Gladstone.)  I  suppose  your  action  would 
have  been  affected  to  some  extent  by  the  amount  of 


the  deposits  which  you  knew  were   already    out.P— 
Exactly. 

2263.  If,  for  instance,  two  or  three  of  the  banks  had 
haK  a  million  or  a  million  or  more  akeady  ?— That 
would  be  so. 

2264.  You  would  not  have  gone  to  them,  because 
they  might  have  had  enough  money  F — Quite  so. 

2265.  That  might  have  limited  your  action  on  a 
particular  day  ? — That  very  often  was  so.  Perhaps  I 
did  not  explain  it  clearly.  Perhaps  one  bank  had  got 
a  certain  amount  and  another  bank  had  not  got  quite 
so  much. 

2266.  (Chairman.)  If  in  any  particular  bank  they 
had  got  the  fuU  amount  that  you  thought  it  desirable 
to  lend  to  them,  you  might  treat  them  as  not  being 
available  for  the  moment  ? — That  was  so. 

2267.  Did  you  always  ascertain  what  was  the  best 
rate  you  could  get  from  any  of  the  banks  on  the  list  to 
whom  you  were  prepared  to  lend  more  money .'' — I  think 
so,  cei-tainly. 

2268.  Therefore  on  each  occasion  you  would  have 
got  a  quotation  from  every  bank  except  those  which  had 
already  got  so  much  money  that  you  did  not  want  to 
put  more  with  them  ? — I  think  that  was  so. 

2269.  (Lord  Faber.)  Then  you  did  not  receive 
instructions  from  the  Chairman  to  go  to  cei-tain  banks  ? 
— ^I  always  received  instructions  from  the  Chairman. 
There  were  only  four  banks  on,  up  to  a  certain  period, 
and  after  that  the  number  was  increased  to  seven. 

2270.  (Sir  Robert  Chalmers.)  Which  were  the  first 
foin-  P — The  National  Provincial,  the  Westminster,  the 
Union  of  London,  and  the  City. 

2271.  That  was  in  what  years  ?— In  1909  to  1911,  I 
think. 

2272.  The  others  came  on  later  P — The  others  came 
on  later. 

2273.  (Sir  Shapurji  Broacha.)  I  suppose  your 
Chairman  is  in  the  position  of  knowing  the  finest  rate, 
having  so  many  people  visiting  him  ? — I  should  say  so. 
He  would  know  the  biU  rate  probably  better  than 
Ido. 

2274.  (Mr.  Gladstone.)  Might  I  ask  whether  the 
fact  of  the  Chairman  being  a  banker  himself,  and 
knowing  the  market  so  well,  would  not  be  an  advantage 
to  the  India  Office  ? — ^I  should  think  so,  certainly. 


The  witness  withdrew. 


At  the  India  Office,  Whitehall,  S.W. 


SEVENTH.  DAY 


Friday,  June  20,  1913. 


PkbSENT : 

The  Right  Hon.  AUSTEN  CHAMBERLAIN,  M.P.  (Chairman). 

!  Sir  James  Bbqbie. 

I  Mr.  Henry  Neville  Gladstone. 

i  Mr.  John  Matnabd  Ketnes. 

I  Mr.  Basil  P.  Blackett  (Secretary  . 

Su-  Daniel  Mackinnon  Hamilton  caUed  and  examined. 


Lord  Pabbb. 

Lord  Kilbbaoken,  G.C.B, 

Sir  Eenbst  Cable. 

Sir  Shaptjbji  Buejobji  Beoaoha. 


2275.  (Chairman.)  I  understand  that  you  are  here 
to-day  as  a  representative  of  the  Bengal  Chamber  of 
Commerce? — Tes,  the  Chamber  have  asked  me  to 
express  my  views,  but  my  views  do  not  necessarily 
commit  them  in  any  way. 

2276.  Tou  have  submitted  a  memorandum  to  us, 
and  I  propose,  as  we  have  done  with  the  other  witnesses, 
to  print  that  in  your  evidence  (see  Appendix  XVI., 
page  518).    Does  what  you  have  just  said  as  to  the 


views  of  the  Bengal  Chamber,  refer  to  the  whole  of 
your  memorandum  ? — Tes. 

2277.  Would  you  tell  the  Commission  very  shortly 
wha,t  has  been  youi-  experience  ia  matters  relating  to 
Indian  finance  and  currency? — Only  the  ordinary 
business  experience  of  25  years  in  India. 

2278.  We  have  had  it  in  evidence  that  the  large 
cash  balances  held  in  India  and  London  of  recent  years 
were  due  to   exceptional  causes ;  I  rather  gather  from 
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your  memorandum  that  you  would  agree  to  that  state- 
ment?— Tes. 

2279.  And  that  yon  do  not  criticise  the  Government 
for  the  large  amounts  to  which  these  balances  have 
risen  in  recent  year^ — No,  I  believe  that  the  balances 
might  be  larger. 

2280.  I  also  gather  from  your  memol-andum  that 
you  are  heartily  in  favour  of  the  practice  of  selling 
Council  bills  and.  transfers  in  order  to  bring  the 
balances  to  London  ? — Yes. 

2281.  And  also  of  the  practice  of  lending  the 
London  balances  out  in  the  City  ? — Provided  they 
cannot  utilise  them  to  better  advantuge  in  India. 

2282.  Do  you  think  that  they  might  have  been  used 
to  better  advantage  in  India  ? — Yes. 

2283.  I  will  return  to  that  answer  later.  I  gather 
also  that  you  think  the  Government  has  perhaps  paid 
too  much  attention  to  capital  expenditure  on  railways 
with  a  view  to  assisting  the  export  trade,  and  has 
thoughl  too  little  about  the  internal  development  of 
India  ? — There  is  so  much  money  in  hand  that  they 
can  develop  both  railways  and  irrigation,  which  is  so 
much  needed  for  the  internal  trade  of  the  country.  I 
do  not  think  that  they  need  starve  the  irrigation 
work. 

2284.  In  paragraph  10  of  Appendix  XVI.  (page  519) 
you  speak  of  the  "  '  gamble  in  rain,'  so  christened  by 
"  Sir  Guy  Fleetwood  Wilson."  I  think  he  used  that 
phrase  in  reference  to  the  Indian  budget,  was  that  not 
so  ? — He  applied  it  to  the  Indian  financial  system 
really. 

2285.  What  do  you  think  he  meant  by  it? — It 
means  this,  that  the  Indian  Government  never  wants 
to  borrow  more  than  it  can  possibly  help,  whereas  I 
say,  by  not  borrowing,  for  every  sovereign  not  borrowed 
it  loses  20s.  worth  of  produce  to  India. 

2286.  Does  not  the  phrase  mean  that  the  realisation 
of  the  budget  estimates  depends  upon  the  rain? — 
Yes. 

2287.  That  if  there  is  a  particularly  good  season 
there  will  be  a  surplus  ? — Yes. 

2288.  And  if  there  is  a  particularly  bad  one  there 
will  be  a  deficit  ? — Yes  ;  but  the  deficit  can  be  made  up 
by  borrowing. 

2289.  I  want,  first  of  all,  to  get  at  the  exact  meaning 
of  the  expression  " gamble  in  rain"?— Government 
make  such  a  fetish  of  what  they  caU  the  avoidance  of 
debt. 

2290.  In  fact,  I  suppose,  in  preparing  their  financial 
statement  Government  budget  in  the  expectation 
of  a  normal  year,  having  to  make  their  estimates 
at  a  time  when  the  climatic  conditions  on  which  the 
character  of  the  year  depends  cannot  be  foreseen?— 
What  the  Government  look  to  is,  Square  your  own 
accounts;  thit  is  all  they  look  to,  and  they  do  not 
consider  that  they  are  losjng  the  produce. 

2291.  Is  this  your  criticism — that  they  pay  too 
much  attention  to  balancing  revenue  and  expenditure, 
and  that  they  should  be  comparatively  regardless^of  the 
amount  of  their  revenue,  but  budget  for  large  expen- 
diture, relying  on  borrowing  if  the  revenue  fails  ?— 
What  it  amounts  to  is  this,  they  lose  a  sovereign's 
worth   of  produce   for  every  sovereign  they   do   not 

2292  Is  it  your  criticism  that  they  ought  to  carry 
out  a  steady  programme  of  development  works  irre- 
spective of  budget  receipts?— Yes;  irrespective  of 
the  rainfall,  budget  receipts,  and  anything  else 

2293  But  you  do  not  suggest  that  they  can 
eliminate  the  consideration  of  the  rainfaU  from  their 
estimates  of  revenue,  do  you  ?— That  is  my  contention. 

2294.  You  think  they  can  ?— Yes. 

2295  I  was  using  the  word  "  revenue  "  as  meaning 
the  produce  of  their  taxes  ?— I  will  explam  what  I 
mean  if  I  may,  by  means  of  this  diagram,*  which  is 
illustrated  with  photographs,  and  show  you  how  they 
may  do  it  These  are  photographs  of  a  property  ot 
laine  in  Bengal.  The  surplus  crop  of  the  year  is 
represented  by  this  heap  of  rice;  that  has  to  find  its 
war  to  Europe,  and  those  are  the  bags  going  to 
Europe.     On  the  rice  reaching  Europe,  it  is  turned 
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into  gold  coin,  the  gold  coin  passes  in  turn  through  the 
council  chamber  into  the  Treasury  balances ;  the  latter 
are  already  chock  full,  so  it  passes  on,  and  it 
eventually  creates  a  water  tank  for  an  irrigation  canal. 
That  is  what  happens  when  Government  gets  the 
gold.  When  Government  does  not  get  the  sovereigns 
by  means  of  the  council  chamber,  the  gold  escapes 
the  Government  comes  round  this  other  way,  and 
lands  for  circulation  in  India,  or  goes  into  the 
hoards  of  the  people — it  does  not  matter  which  ;  it 
becomes  dead  there,  as  you  can  see.  When  a  bad  year 
comes  round,  the  export  trade  is  wiped  out,  and  there 
is  no  gold  flowing  towards  Europe  at  all.  To  keep 
this  irrigation  work  going  the  Government  comes  into 
the  market  and  borrows  European  capital,  which 
flows  from  the  Treasury  and  so  keeps  the  irrigation 
canals  going.  In  that  way  the  iirigation  canals  and 
the  railway  programme  are  going  on  all  the  time, 
whether  the  rainfall  is  good  or  bad.  In  the  following 
year  the  export  trade  begins  again,  but  instead  of  the 
sovereigns  then  flowing  intKD  the  Government  chest, 
they  flow  towards  Eui-ope  and  repay  the  European 
capitalist ;  he  is  paid  ofE.  By  one  of  these  two  means 
the  irrigation  canal  or  the  railway  is  kept  going  all 
the  time,  and  therefore  you  can  keep  your  programme 
going,  whether  there  is  a  rainfall  or  not. 

2296.  {Sir  Ernest  Cable.)  Yoii  mean  that  you  would 
make  up  a  deficit  by  borrowing  ?  —  Yes,  and  the 
borrowing  is  paid  for  by  the  next  good  year.  In  that 
way  India  gets  the  canals  for  nothing. 

2297.  (Chairman.)  I  think  I  understand  your 
meaning  to  be  that  the  development  programme  of 
India  ought  to  be  secured  by  borrowing  freely  when- 
ever necessity  arises,  and  ought  not  to  be  in  any  way 
checked  by  a  deficiency  of  revenue  in  a  particular 
yeai-  ? — Exactly ;  and  your  borrowing  can  be  paid  off 
next  year  from  your  surplus. 

2298.  What  therefore  you  mean  by  that  gamble  in 
rain  is  that  at  present  if  the  rains  are  good  the 
revenues  increase  and  there  is  a  surplus  ? — Yes. 

2299.  And  also  there  is  a  considerable  development 
of  work  ? — Yes. 

2300.  But  if  the  rains  fail  then  there  there  is  no 
surplus,  there  may  even  be  a  deficit,  and  the  work 
stops  ? — Yes,  and  India  suffers  from  restricted  develop- 
ment. All  that  can  be  avoided  by  this  system  which 
I  have  explained. 

2301.  Now  will  you  explain  to  me  this  sentence  in 
that  same  paragraph  10  of  Appendix  XVI. .  "  Some 
"  years  ago  Government,  with  a  strong  hand,  suppressed 
"  rain  gambling  in  Calcutta ".P — Sir  Ernest  Cable 
knows  what  I  mean, 

2302.  But  I  do  not,  so  perhaps  you  ynR  explain  it 
to  me .'' — Certainly.  In  the  hot  weather  we  get 
showers  perhaps  every  three  or  four  weeks,  and 
as  the  rains  approach,  the  probability  is  that  those 
showers  wiU  become  more  frequent.  There  was  a 
gamble  whether  the  rain  would  fall  on  a  particular  day 
or  not.  There  was  a  little  tank  with  a  spout  fixed  up 
on  the  top  of  a  house  iu  the  Burra  Bazaar  of  Calcutta, 
which  is  the  big  native  market  place,  and  if  the  rain 
fell  sufficiently  for  this  spout  to  run,  it  was  considered 
to  have  rained,  and  the  man  lost  or  won  his 'bet 
accordingly.  This  gambling  became  such  an  evil  in 
Calcutta  that  the  Government  stepped  in  and  killed  it. 

2303.  That  was  pure  bettiug  as  to  whether  it  would 
raiu  on  a  particular  day  or  not  ? — Exactly. 

2304.  Do  you  think  that  that  has  any  parallel  to 
the  financial  procedure  of  the  Government? — ^I  am 
usiag  Sir  Guy  Fleetwood  Wilson's  own  phrase  ;  he  calls 
it  a  gamble  in  rain,  and  I  want  to  kill  that. 

2305.  In  order  to  kiU  it  it  seems  to  me  that  you 
gave  it  a  bad  name  and  thought  that  would  hang  it  ? 
— I  hope  it  will. 

2306.  With  regard  to  the  Paper  Currency  Reserve, 
is  it  your  view  that  the  invested  portion  of  the  reserve 
is  very  small  in  propoi-tion  to  the  total  circulation,  and 
that  the  amount  in  gold  is  too  large  ? — The  amount  of 
gold  is  far  too  large.  Supposing  they  keep  in  hand  a 
sufficient  supply  of  silver  to  pay  ofE  to-morrow  every 
10-rupee  note  out  at  present,  they  would  stiU  have  12 
millions  sterling  in  their  pockets  lying  idle,  which 
could  be  freed  to-morrow  fpr  development  purposes, 
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aaid  yet  still,  as  I  say,  leave  enough  silver  for  every 
10-rupee  note  that  is  out. 

2307.  In  making  that  calculation  I  understand  you 
hold  that  the  gold  should  not  be  taken  at  its  gold  value 
as  at  present,  but  at  its  rupee  value  ? — Yes,  because 
the  Indian  people  cannot  claim  gold.  Silver  is  the 
legal  tender  of  the  country,  and  all  they  can  claim  is 
silver ;  and  therefore  all  that  gold  is  simply  lying  dead 
ajid  useless. 

2308.  Tou  would  treat  that  gold  as  the  equivalent 
of  the  number  of  iiapees  which  could  be  coined  with 
the  silver  which  it  could  purchase  'i — Exactly.  With 
that  12  millions  of  gold  you  can  coin  about  20  crores 
of  rupees. 

2309.  I  gather  you  hold  the  view  that  with  the  gold 
so  set  free  you  should  proceed  with  the  development 
of  railways  or  with  other  capital  expenditure  ? — Tes, 
and  for  this  reason :  If  you  spend  those  12  millions 
sterling  in  locomotives  or  railway  wagons  or  anything 
else  you  like  in  England  here,  in  that  case  you  return 
that  gold  to  Europe,  you  immediately  relieve  the  money 
markets  of  the  world,  and  in  addition  to  that  you 
increase  employment  in  Europe  here.  If  you  order 
12  millions'  worth  of  roUlng-stock  you  can  see  what  a 
tremendous  boom  in  trade  that  would  create. 

2310.  Tou  said  the  first  effect  would  be  to  relieve 
the  money  markets  of  the  world  ? — Yes ;  it  will  place 
12  million  sovereigns  in  the  Bank  of  England  to  begin 
with. 

2311.  I  take  it,  therefore,  you  would  regard  the 
(Sondition  of  the  London  money  market  as  of  the  first 
iraportance  to  India  ? — It  is  immaterial  whether  it  is 
in  England  or  in  India,  so  long  as  the  Empire  has  got 
the  gold.  The  Empire  still  keeps  this  gold  and  does 
ilot  part  with  it ;  the  gold  comes  to  England  and 
remaius  in  the  Bank  of  England.  At  the  same  time 
you  create  employment  by  ordering  12  millions'  worth 
of  railway  material  in  England.  You  can  see  what 
a  tremendous  relief  that  would  be  to  imemployment. 

2312.  I  want  to  get  your  view  exactly,  if  I  can: 
One  of  the  criticisms  directed  against  the  Secretary  of 
State  has  been  that  he'  has  thought  too  much  of  the 
London  market;  I  gather  from  what  you  have  said 
to  me  just  now  that  you  think  the  condition  of  the 
London  money  market  is  of  great  impoi-tance  to  India, 
and  that  anything  which  relieves  Stringency  here 
directly  serves  Indian  interests ;  am  I  right  ? — ^Yes, 
that  is  so,  in  this  way — that  the  money  set  free 
develops  India.  It  helps  bothvit'helps  India  and  it 
helps  you. 

■  2313.  I  think  you  hold  that  the  Government  of 
India  ought  to  encourage  the  use  of  a  paper  currency 
by  the  people  of  India  as  far  as  possible? — Yes,  it 
ought  to  encourage  the  use  of  a  paper  currency ;  but 
theni-  it  is  not  purely  a  paper  currency ;  you  have  got 
the  silver  reserve  against  it,  and  so  it  is  backed  np  by 
silver  to  the  extent  required. 

2314.  For  metal  currency  purposes  ?  —  It  is 
practieaUy  a  silver  currency,  because'  the  paper  is 
backed  by  the  silver. 

-  2316.  But  for  actual  use  in  circulation,  would  you 
encourage  the  use  of  a  paper  currency  P — Whatever 
the  p'eople  want,  let  them  have  it.  If  they- want  paper^ 
give  ■  them  paper ;  they  can  cash  that  into  silver 
whenever  they  want  to  do  so. 

J  -2316.  Does  that  apply  equally 'to  gold  ?  If  they 
want  gold  would  you  say,  give  them  gold? — No;  do 
nbt  give  them  gold.  Tor  every  sovereign  of  gold  yoii 
gi*e  to  the  people,  India  loses  a  sovereign's  worth  of 
produce,  and  you  get  nothing  in  exchange. 

2317.  That  is  the  key  to  ybur  memorandum  ? — 
Exactly:  ■ 

2318.  In  your  opinion,  gold  in  India  lies  idle, 
whether  in  currency  or  in  hoards  P — In  any  case  India 
loses  one  sovereign's  worth  of  produce,  and  that  is 
not  the  end  of  it.  If  you  .invest  that  sovereign  in 
in-igation  works,  say,  at  an  ordinary  5  per  cent,  return 
— as  a  matter  of  fact,  irrigation  works  give  a  10  per 
cent,  return,  and  railways  give  4  per  cent,  or  5  per 
cent. — but  taking  an  average  of  5  per  cent.,  that 
means  that  that  sovereign  in  14  years  has  doubled  and 
become  two  sovereigns,  because  money  doubles  in 
14  years  at  6  per  cent.    But  that  is  the  smallest  part 


of  the  loss.  If  that  sovereign  is  sunk  in  inigation 
works,  it  creates  100  per  cent,  for  India  in  food — I 
have  got  the  Government  figiu-es  here  to  show  that 
every  £  spent  on  irrigation  creates  a  £'s  worth  of  food. 
So  in  the  14  years  you  gain  14  sovereigns  in  food,  plus 
the  2Z.  in  the  way  of  capital ;  therefore,  for  every 
sovereign  lost  to  India,  that  is,  which  has  been  put 
into  circulation  or  put  into  hoards,  India  loses  16 
golden  sovereigns.  That  seems  a  bold  statement  to 
make. 

2319.  If  I  understand  you  rightly,  what  you  say 
comes  to  this,  that  if  India  takes  payment  in  gold  she 
takes  payment  in  something  which  is  only  of  use  for 
the  purpose  of  exchange  P — Exactly  so. 

2320.  Which,  if  not  so  used,  is  wasted?— That 
is  so. 

2321.  But  if  India  takes  payment  in  goods,  in 
railways,  or  in  irrigation  works,  it  then  gets  an  actively 
productive  force  ? — That  is  my  meaning  exactly. . 

2322.  It  not  only  gets  the  value  of  the  gold  which 

it  might  have  had ? — ^But  it   gets  16  sovereigns 

over  and  above  in  14  years. 

2323.  Through  the  development  which  haS  taken 
place  .P — Exactly.  In  14  years  that  sovereign:  gains  16 
sovei'eigns,  so  for  every  sovereign  India  loses  she  loses 
161.  of  produce. 

2324.  Lord  Faber  suggests  that  the  payment  of 
labour  has  got  to  come  out  of  those  sovereigns  ?■ — That 
does  not  matter,     The  people  are  fed  all  these  years. 

2325.  [Lord  Faber.)  By  the  Government  ?— Perhaps 
you  have  read  Ruskin's  "  Unto  This  Last."  He  makes 
the  statement  there  that  the  whole  of  wealth  is  life. 
That  is  an  economic  fact.  Credit  is  no  use  until  you 
turn  it  into  cash ;  cash  is  no  use  until  you  turn  it  into 
food ;  and  food  is  no  use  until  you  turn  it  into'  flesh 
and  'blood. 

2326.  (Chairman.)  The  general  effect  of  this  evidence 
is  that  in  your  opinion  it  is  of  the  highest  importance 
that  the  Government  should  use  all  the  funds  it  can 
for  the  purposes  of  development  .P— Just  so.  But  it 
does  not  require  to  use  all  that  it  has  got,  or  anythii^ 
like  it.  It  has  got  60  millions  of  gold  in  its  pocket 
now,  and  does  not  require  to  use  a  fourth  of  that. 

2327.  I  think  you  admit,  however,  that  there  must 
be  a  silver  reserve  for  the  paper  currency? — Exactly, 
and  I  am  not  touching  that;  it  has  got  that  in  either 
case.  :. 

2328.  And  you  admit  also  that  Government  must 
have -a  gold  reserve  for  the-  exchange  ? — It  must  have 
the  Gold  Standard  Reserve. 

2329.  At  what  figure  do  you  think  the  Paper 
OuiTency  Reserve  ought  to  stand  ? — You  need  not  take 
a  single  sovereign  or  piece  of  silver  out  of  your  currency 
reserve.  Tou  can  do  what  I  say  without  touching 
your  reserves  in  any  way  under  this  system  which  I 
have  explained  to  you.  .  ,      ■        -  : 

2330.  I  understood  from  your  memorandum  that 
you  propose  to  take  money  out  of  the  Paper  Gun-ency 
Reserve  P— But  the  Treasury  fills  up  again  in  the  nesit 
good  year.  The  money  flows  into  the  Treasury  then,  but 
in  the  bad  year  the  flow  into  the  Treasury  stops  and  you 
di-aw  from  the  London  money  mai-ket.  Then  the  good 
year  comes  along  again  and  you  repay  the  London 
money  market,  in  that  way  paying  off  your  debt:  In 
the  meantime  you  have  got  yoxir  railway  for  netting. 

2331.  I  cannot  follow  the  process  by  which  anybody 
gets  a  railway  for  nothing  ?— You  do  get  it  I  assure 
you,  and  you  get  not  only  one  but  you  get  as  many  as 
you  want.  You  have  12  millions  in  hand  now,  have 
you  not  P       '  ' 

2332.  Wliat  reserve  are  you  talking  of  ?— The 
surplus  currency  resei-ve.  You  have  got  12  millions  in 
hand  there  now,  have  you  not  ? 

2333.  {Sir  Ernest  Cable.)  Do  you-mean  in  addition  to 
what  18  required  to  cash  every  rupee  note?— Yes ;  is 
that  so  or  not  so  P 

2334.  {Chairman.)  That  is  what  we  are  wondering 
about  ?— Perhaps  some  of  the  official  gentlemen  will 
confirm  my  figure. 

'2335.  How  do  you  get  at  that  figure  ? — That  is  the" 
difference  between  the  actual  value  and  the  paper  value. 
In  the  Government  accounts  the  sovereign  is  valued  at 
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15  rupees,  whereas  with  the  sovereign  you  can  buy 
22  rupees. 

2336.  Then  the  12  millions  of  which  you  are 
talking  is  the  difEerenoe  between  the  gold  written  at 
15  rupees  to  the  sovereign,  and  the  gold  written  at, 
say,  22  rupees  to  the  sovereign  ? — Exactly. 

2337.  (Mr.  Keynes.)  Tou  are  not  proposing  both 
to  turn  the  gold  into  silver  and  also  to  invest  it,  are 
you  P — Tes. 

,     2398.  Tou  really  are  proposing  to  do  both  ? — Tes,  I 
am  going  to  do  both.    I  am  getting  double  power. 

2339.  With  the  same  gold  ?— With  the  same  gold. 

2340.  But  after  ypu  have  invested  the  gold  you 
no  longer  possess  it  ?^-I  .  have  shewn  you  how  it 
comes  back  again.  Tou  keep  your  Treasury  intact; 
I  woulf^  like, the  gentlemen  all  round  the  table  to 
understand  this  before  going  any  farther.  {Referring 
to  diagrarn.)*  These,  are  photographs  of  my  place  at 
Siinderbund. 

,2341.  Is  this ,  to  explain  how  you  bring  in  the 
reserves  ? — This  is  to  explain  hpw  you  never  tap  your 
reserves  at  all.  This  photograph  shows  actual  India  at 
wprk,  and  that  shows  India's  surplus  stock ;  you  see  it 
piled,  up  in  that  little  heap. 

234:2'.  (Sir  Ernest  Cable.)  That  is  the  profit?— Tes. 
Here  is  my  Indian  merchant  coming  round  to  buy  it. 
They  clean,  it,  you  see,  Ijef ore  they  take  it  away.  There 
is  a  man  theye  with  ^  fan  in  his  hand.;  that  is  how  they 
clean  it. 

2348.  (Mr.  Keynes.)  What  is  the  "next  step  ?— They 
bag  it,  arid  I  have  shown  here  the  bag  going  to  Europe, 
and  there  t^e  European  market.  Then  gold  comes 
back  in  payment  for  the  produce.  The  gold  coins 
pass  through  the  Council  Chamber  and  right  through 
the  Treasury,  reserves,,  which  are' chock-a-block  now, 
and  then  go  to  create  an  irrigation  tank,  or  a  canal, 
or  a  railway. 

2344.'  That  is  to  say,  these  sovereigns  are  spent? 
—Tes. 

2345.  So  now  the  Government  has  no  sovereigns 
at  all  ? — It  has  got  the  same  stock  it  had  before. 

2346.  But  it  has  spent  them  ? — No,  they  are  there. 
This  is  the  reserve  as  it  stands  now. 

(Sir 'Ernest  Cable.)  But  that  is  not  the  old  gold. 

2347.  (Mr.  Keynes.)  And  the  new  gold  that  has 
come  has  now  been  spent  ? — The  produce  is  turned 
into  gold  iUjEurope ;  the  reserve  as,. it  is  now  is  chock 
full  of  gold;  the  sovereign  therefore  passes  through, 
leaving  that  gold  as  it  is,  and  .is  turned  into  an 
irrigation  canal. 

2348.  It  has  passed  into  the  irrigation  canal  ?-^ 
The  gold  has. 

.v2849.  By  being  spent  ? — Tee. 

2350.  So  the.G-0verament  hasso  longer  thegold? 
— It  has  the  gold  ;  and  I  want  to  show  you  how  it  gets 
it  back  again. 

2351.  By  a  further  stage  does  it  get  it  back  again  ? 
— The  next  year  is  a  bad  yea.r,  and  the  export  trade  is 
stopped.  In  that  year  the  Q-ovemment  borrows  in 
Europe  and  the  gold  "comes  back  from  Europe.  It 
passes  through  the  reserve  and  stiU  leaves  that  intact ; 
then  it  comes  out  and  keeps  the  irrigation  works 
going  and  also  yoiir' railway. 

2362.  {Sir  James  Begbie.}  In  a  b!i.d  year  does  the 
Government  borrow  in  London,  or  where  ?— They  do 
not  borrow,  but  I  say  they  ought  to  borrow. 

2353.  {Sir  Ernest  Cable.)  This  diagram  of  yours 
iUustrates  the  ideal,  does  it?-^his  is  what  might 
be.  What  actually  happens  when  Government  stands 
out  in  the  ma.rket!  and  does  not  borrow,  is  that  the. 
gold  escapes  them.  If  the  Government  raise  the 
exchange  to  Is.  Hd.  the  banks  will  not  buy  the  gold. 

2354.  {Mr.  Keynes.)  They  build  the  irrigation  canal 
out  of  the  money  they  eventually  borrow  in  London?— 
Tes,  and  I  show  "you  how  they  repay  it.  The  next 
year  the  gold  comes  back,  escapes  the  Government, 
and,  landing  in  India,  passes  into  the  currency,  or  into- 
hoards,  it  does  not  matter  which  ;  but  it  does  nothing 
thatapapernotewpuldnotdo.  - 

2355.  Whan  the  Governjnent  spends  the  gold  whici 


*  JJot  primed. 


it  has  got  in  its  reserves,  that  also  flows  into  the  same 
source,  does  it  ?— No. 

2356.  Where  does  it  go  then  ? — In  labour. 

2357.  Into  the  pockets  of  the  persons  who  make 
the  tank  ? — ^Tes  ;  it  has  created  a  tank. 

2358.  Just  as  it  goes  into  the  pockets  of  certain 
other  persons  in  other  circumstances  ? — Tes.  When  the 
export  trade  stops  there  is  no  gold  going  round  at  all, 
but  the  export  trade  begins  again  when  the  good  year 
comes  and  the  gold  flow  begins  again  with  it.  If  the 
gold  escapes  the  Government  it  lands  in  India,  and 
in  the  bad  year  the  Government  draws  from  Europe., 
but  not  in  the  next  good  year,  which  fills  up  the 
European  chest  again,  and  as  it  pays  ofE  Europe  kieepi? 
your  tanks  going. 

'  2359.  {Sir  Ernest  Cable.)  This  is  new  to  me  at  the 
moment ;  I  must  say  I  cannot  resist  the  feeling  that 
you  are  using  the  money  twice  over  ? — And  you  ar^ 
using  it  twice  over ;  that  is  what  I  want  to  do. 

2360.  Can  we  all  go  on  using  money  twice  over  ?— 
It  is  this  way. :  Tou  have  12  millions  in  hand  now ; 
say  you  build  a  railway  with  it,  and  when  yOu  build 
your  railway  suppose  you  sell  it ;  with  the  gold  you 
get  you  build  another  railway  and  sell  it ;  when  jou 
sell  that  railway  the  gold  comes  back,  and  when  it 
does  come  back  you  build  another  railway  and  sell 
that ;  and  so  on  indefinitely. 

2361.  {Mr.  Keynes.)  To  whom  do  you  sell  the  rail- 
way ? — To  anybody  who  wants  to  buy  it. 

2362.  What  do  they  give  ybu  in  return  ?  I  can 
understand  the  process  by  which  ybu  build  a  railway 
with,  gold  and  then  seU  that  railway  for  gold  ? — Tou 
get  the  gold,  the  price  of  the  railway. 

2363.  Is  it  simply  a  system  by  which  the  Govern- 
ment builds  railways  and  then  sells  them  to  private 
persons  ? — Tes  ;  in  that  way  that  12  millions  will 
make  railways  indefinitely. 

2364.  Only  so  long  as  the  private  persons  can  be 
fouad  to  buy  the  railways  ? — Exactly ;  but  if  private 
persons  do  not  want  them  India  keeps  them  herself. 

2365.  In  that  case  she  can  only  build  one  ? — No  ; 
she  goes  on  indefinitely. 

2366.  But  unless  private  persons  buy  that  railway 
she  has  no  money  to  build  a  second  railway  ?^-^  I 
cannot  follow. 

2367.  {Chairman.)  Willyou  look  at  paragraph  6  of 
Appendix  XYI.,  page  518?  Tou  say  there,  under  the 
head  of  Treasury  Balances,  "  The  Treasury  balances 
"  remaining  in  India  should  be  freely  lent  out  in  India 
"  to  first-class  banks  ? — Tes,  that  is  so. 

2368.  Tour  opinion  is  that  the  Treasury  balances 
are  kept  at  a  higher  figure  than  is  required  by  the 
needs  of  the  Indian  Government  ? — I  understand  that 
that  is  BO.  I  understand  very  often  that  large  sums 
ai-e  in  hand,  but  they  will  not  lend  them  out  "unless 
they  get  the  full  bank  rate ;  for  instance,  if  the  bank 
rate  at  Calcutta  is  7  per  cent.,  the  Government  will  not 
lend  to  the  banks  unless  it  gets  7  per  cent. 

2369.  I  think  that  in  paragraph  7  of  supplementEiry 
note  A  to  Appendix  XVI.  (page  529)  you  suggest, 
assuming  the  bank  rate  in  India  to  be  7  per  cent,  or 
8  per  cent.,  that  the  Government  should  lend  thesp 
balances  at  1  per  cent,  below  the  Enghsh  bank  rate  ? 
—Tes.  ■ 

2370.  Would  that  not  be  conferring  a  very  signal 
favour  on  a  very  small  class  of  the  community?—^!  do 
not  think  so,  because  this  is  money  that  would  be  lent' 
to  the  trades,  and  the  whole  country  would  benefit. 

2371.  But  they  will  not  have  sufficient  money  to 
lend  to  every  possible  borrower  ? — It  depends  on  the 
amount  of  the  reserve. 

2372.  Can  you  conceive  of  any  reserve  that  would 
enable  them  to  lend  to  every  possible  borrower? — I 
understand  that  the  reserves  are  generally  big  enough 
to  lend  to  the  banks. 

2373.  Then  the  banks  to  whom  it  was  lent  would 
be  receiving  very  favourable  treatment  ? — They  would 
borrow  at  4  per  cent,  and  re-lend  at  5  pep  cent.,  which 
would  mean  1  per  cent. 

2374.  They  would  re-lend  to  certain  people  at  5  per 
cent.  ?  -They  would  re-lend  to  the  trade — to  whoever 
wanted  it.  .In  that  way  trade  benefits  and  theeourttry 
develops.  -       .-  . 
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2375.  What  I  put  to  you  is  that  they  would  not 
have  enough  to  lend  at  that  special  rate  to  all  tlie 
people  who  came  to  them  ? — Of  course,  if  they  have 
not  got  the  money  they  cannot  lend  it ;  but  they  can 
have  the  money,  as  I  explained,  by  this  system  of  mine. 

2376.  In  that  case  they  would  have  to  pick  out 
certain  clients  who  should  have  money  at  5  per  cent., 
while  to  other  clients  offering  the  same  security  they 
would  be  charging  7  per  cent,  or  8  per  cent. ;  is  that 
not  so  ?  Perhaps  I  do  not  make  myself  quite  clear  ? — 
I  do  not  quite  follow. 

2377  The  assumption  is  that  the  Indian  rate  is 
7  per  cent,  or  8  per  cent.,  that  the  Government  then 
lends,  we  will  say,  a  milKon  of  money  to  certain  banks 
at  4  per  cent,  on  the  condition  that  those  banks  shall 
lend  it  out  again  at  not  more  than  5  per  cent.  ? — Yes. 

2378.  To  the  extent  of  that  million,  the  banks  will 
lend  on  good  security  at  5  per  cent.  ? — ^Tes. 

2379.  But  the  moment  that  million  is  exhausted 
they  will  have  to  charge  7  per  cent,  or  8  per  cent,  on 
the  same  security  ? — Not  necessarily,  if  they  have  got 
59  millions  more. 

2380.  The  moment  the  money  placed  at  their 
disposal  is  exhausted,  they  will  have  to  charge  the 
higher  rate  to  any  other  client  ?  —  No ;  give  them 
another  million,  as  trade  requires.  The  Government 
have  69  millions  now  in  their  pocket ;  give  trade 
another  million  on  short  notice. 

2381.  Is  it  youi-  view  that  the  resources  of  the 
treasuries  are  inexhaustible .'' — Yes,  inexhaustible. 

2382.  What  do  you  mean  when  you  say  in  para- 
graph 6  of  Appendix  XYI.  (pp.  518-9),  "Personally  I 
"  should  like  to  see  more  taken  from  the  people  in  the 
"  same  way,  for,  if  the  Government  does  not  take  it, 
"  the  people's  creditors  will."  Do  the  words  "in  the 
same  way  "  refer  to  taxation  ? — Yes.  The  Government 
and  the  people  are  one,  and  whatever  the  Government 
take  they  give  back  in  another  form.  If  they  take  it 
in  the  form  of  a  railway,  they  give  it  back  in  military 
services,  or  in  sanitation,  or  in  medical  services,  or  in 
anything  of  that  sort ;  it  always  goes  back  again. 

2383.  You  think,  in  fact,  the  Indian  Government 
will  spend  the  people's  money  more  wisely  than  they 
will  spend  it  themselves  ? — Undoubtedly  so. 

2384.  In  paragraph  7,  headed  "  The  Gold  Standard 
and  Paper  Currency  Reserves,"  you  say  that  the  Gold 
Standard  Reserve  ought  to  be  held  in  London  ? — That 
is  my  view. 

2385.  Because  it  is  in  London  that  it  will  be 
wanted  ?  — ^Yes. 

2386.  You  see  "no  objection  to  investing  the 
"  greater  portion  of  the  Gold  Standard  Reserve  in 
"  easily  realisable  gold  securities,  not  putting  too 
"  much  into  one  basket"? — That  is  so;  but  I  go 
beyond  that,  and  I  say  you  can  invest  the  whole,  if  you 
want  to  do  it.  You  do  not  want  to  do  it  in  fact,  but  if 
you  do  want  to  do  it,  you  can  invest  every  sovereign 
and  you  can  keep  the  sovereign  in  your  pocket.  That 
seems  rather  curious. 

2387.  That  is  a  point  I  wanted  to  put  to  you.  In 
your  opinion  it  is  not  necessary  to  keep  any  part  of 
the  gold  reserve  in  bullion,  is  it  ? — It  is  coming  in  all 
the  time.  You  pay  it  out  at  one  end  of  the  chest,  and 
it  is  coming  in  at  the  other  end. 

2388.  But  you  do  think  it  necessary  to  keep  a 
sufficient  amount  of  Paper  Currency  Reserve  in  bullion 
so  as  to  be  able  to  redeem  the  notes  which  might  be 
presented  ? — Yes  ;  and  that  you  have  now. 

2389.  Together,  I  think  you  say,  "  with  a  safe 
margin  for  emergencies  "  ? — Yes. 

2390.  You  go  on  to  say  "  using  it  to  supplement 
the  Treasury  balances  as  required  by  trade  " ;  is  "  it  " 
the  margin  which  you  keep  for  emergencies  ? — It  is 
that,  or  as  much  more  as  you  hke  ;  it  is  really  as  much 
as  trade  requires.  You  have  59  millions  in  your 
pockets  now,  and  you  can  give  trade  one,  two,  or  three 
millions. 

2391.  Would  you  mind  looking  at  paragraph  8  of 
Appendix  XYI.  (page  519)  ?  There  you  say,  "  With 
"  regard  to  the  currency  reserves,  as  much  silver  coin 
"  as  is  likely  to  be  required  to  encash  currency  notes 
"  presented  to  Government  for  payment,  should  be  kept 
"  in  India,  with  a  safe  margin  for  emergencies,  using  it 


"  to  supplement  the  Treasury  balances."  What  is  "  it " 
there ;  is  it  the  whole  of  the  money  so  kept,  or  is  it 
only  the  margin  which  you  reserve  for  emergencies  ?— 
You  can  use  both,  say,  the  whole ;  as  a  matter  of  fact, 
it  goes  out  at  one  end  and  comes  in  at  the  other 
end. 

2392.  And  in  paragi-aph  16  on  page  521  you  suggest 
that  some  form  of  Goverament  bond  might  be  created, 
to  be  kept  in  the  Paper  Currency  Reserve  as  part  of  its 
investments,  I  imderstand  ? — Yes. 

2393.  To  represent  the  money  spent  out  of  reserve 
on  capital  expenditure  ? — Yes. 

2394.  Do  you  think  that  in  case  of  a  sudden  demand 
for  rupees  there  would  be  time  and  opportunity  to 
convert  such  bonds  into  metal  ? — Yes.  As  I  have  been 
trying  to  explain,  the  chest  never  need  be  emptied  by  a 
single  sovereign ;  by  the  Government  surpluses,  or  by 
borrowing  you  can  keep  the  Treasury  always  full. 
What  you  bon-ow  from  the  public  this  year  you  repay 
next  year  out  of  your  surpluses. 

2395.  But  suppose  they  had  not  a  surplus  next 
year  ? — Then  just  wait  till  the  year  after. 

2396.  They  would  borrow  again  ? — Yes. 

2397.  In  fact,  their  expenditure  ought  not  to  be 
conditioned  by  their  income.' — No.  A  surplus  is 
bound  to  come  sooner  or  later,  otherwise  India  would 
have  burst  years  ago. 

2398    You  would  borrow  boldly  P — ^Borrow  boldly. 

2399.  To  whatever  extent  might  be  required  P — I 
would  borrow  boldly  at  one  end  of  the  Treasury,  and 
as  your  good  years  come  round  you  repay  what  you 
have  borrowed. 

2400.  In  fact,  as  I  understand,  you*  would  start 
with  the  consideration  of  what  it  was  desirable  to  do 
if  you  had  limitless  money  P — Yes. 

2401.  And  then  you  would  do  it  P — Yes,  go  through 
with  it,  thick  and  thin.  You  can  do  that  and  still 
keep  your  reserve  Treasuries,  both  your  Gold  Standard 
Reserve  and  your  Paper  Currency  Reserve,  chock 
full.     Is  that  BO,  or  is  it  not  so  ? 

2402.  I  think  I  am  here  to  examine  you,  not  to  be 
examined  P — I  mean  to  say  that,  if  I  am  wrong,  I 
want  to  know  where  the  fallacy  is. 

2403.  I  understand  your  view  is  that  gold  in  circu- 
lation— I  am  not  now  speaking  of  gold  that  is  hoarded 
— is  wasteful  P — It  is  all  the  same  whether  it  is  hoarded 
or  whether  it  is  used  as  currency. 

2404.  Is  it  as  wasteful  in  circulation  as  if  it  was 
hoarded  P — It  is,  in.  this  respect.  For  fertilising 
purposes,  gold  of  course  is  useful,  but  paper,  or  the 
silver  currency  which  India  has,  fulfils  exactly  the 
same  purpose.  The  Government  coUects  this  sovereign 
through  Council  bills  here  in  London  and  pays  out 
15  rupees  at  the  other  end ;  those  15  rupees  will  fulfil 
exactly  the  same  purpose  as  if  the  gold  coin  were  kept 
in  circulation  for  fertilising  purposes. 

2405.  Therefore,  the  paper  or  the  silver  has  all  the 
advantages  of  gold  in  India,  but  gold  has  advantages 
for  use  outside  India;  is  that  your  view? — Just  so, 
you  use  the  sovereign  here  to  develop  India. 

2406.  I  would  like  to  ask  you  incidentally  whether 
you  have  formed  any  opinion  of  the  extent  to  which 
the  gold  which  has  gone  into  circulation  in  India,  has 
been  hoarded,  or  is  being  hoarded  P — ^I  saw  some 
figures  the  other  day  to  the  effect  that  in  the  last 
10  years  the  Government  had  paid  out  from  the 
Treasuries  47  million  sovereigns. 

2407.  What  I  wanted  to  get  at  was  whether  your 
experience  led  you  to  form  any  view  as  to  the  propor- 
tion of  that  sum  which  remained  in  cii-culation  P — In 
India  I  never  see  a  single  sovereign.  I  can  get  them 
at  the  bank  if  I  want  to,  and  I  change  my  spare  rupees 
into  gold  to  come  home  with — I  can  always  change 
them  at  the  bank — but  you  never  see  gold  in  circulation 
in  India,  at  least  I  never  see  it. 

2408.  {Sir  Ernest  GaUe.)  In  Bombay  and  the 
Punjab  sovereigns  circulate? — Yes,  they  circulate  in 
the  Punjab,  but  I  am  speaking  of  Bengal. 

2409.  (Chairman.)  Should  I  correctly  represent  the 
idea  which  you  have  been  trying  to  convey  to  the 
Commission  if  I  said  that  you  regarded  gold  in  India 
only  as  a  cheque  which  could  be  (irawn  upon  Europe  ^ 
—Exactly.  '^   ' 
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2410.  And  which  would  be  iiseless  until  it  was 
drawn  and  honoured? — Exactly;  tmtil  it  is  drawn 
India  never  receives  the  equivalent  in  produce.  Since 
1835  India  has  imported  about  300  million  sovereigns 
which  are  still  lying  unoashed. 

2411.  I  think  your  view  is  that  the  Secretary  of 
State  ought  to  sell  his  Council  bills,  not  only  freely  as 
he  does,  but  at  such  rates  as  would  prevent  gold  ever 
going  to  India  ? — He  should  sell  at  Is.  4a!.  to  the 
rupee ;  that  will  secure  him  every  sovereign. 

2412.  Tour  view  being  that  he  should  intercept  all 
gold  that  might  be  drawn  to  India  ? — Tes. 

2413.  He  should  frame  his  rates  so  as  to  prevent 
gold  being  shipped  ? — Exactly. 

2414.  I  think  you  said  to  me  just  now  that  you  saw 
no  necessity  for  keeping  any  bullion  in  the  Gold 
Standard  Reserve ;  if  I  am  wrong,  please  say  so  ? — 
My  view  is  that,  when  you  are  drawing  out  from  your 
Gold  Standard  Reserve,  it  is  coming  in  at  the  other 
end,  so  that  your  Gold  Standard  Reserve  remains 
untouched. 

2415.  What  is  the  object  of  the  Gold  Standard 
Reserve,  in  your  view? — To  ensure  the  value  of  the 
rupee. 

2416.  To  maintain  the  par  of  exchange  ? — Tes. 

2417.  Do  you  not  think  for  that  purpose  it  is 
necessary  to  have  an  immediately  available  sum  in 
reserve  in  gold  ? — Tes,  and  you  have  60  millions  in 
reserve  now. 

2418.  Not  in  the  Gold  Standard  Reserve?— But 
you  have  altogether. 

2419.  Tou  are  taking  the  Paper  Currency  and  the 
Gold  Standard  Reserves  together  ? — Tes.  Tou  have 
20  millions  in  the  Gold  Standard  Reserve,  I  think. 

2420.  The  Paper  Currency  Reserve  has  a  different 
purpose  to  serve  ? — Exactly,  but  that  does  not  matter. 
It  is  a  matter  of  accounting,  really. 

2421.  Are  you  not  setting  up  a  reserve  to  redeem 
your  notes,  and  then  counting  that  reserve  as  available 
to  maintain  exchange  ?  If  it  is  wanted  for  the  one 
purpose  it  will  not  be  available  for  the  other,  will  it  ? 
—Tes. 

2422.  Can  it  at  the  same  time  be  available  for 
both  ? — Tes,  by  borrowing.  Tou  draw  from  one  end 
of  the  chest,  and  borrow  and  fill  up  the  chest  at  the 
other  end. 

2423.  At  the  moment  when  you  would  naturally 
caU  upon  the  Gold  Standai-d  Reserve  to  maintain  the 
exchange,  what  do  you  think  the  effect  of  large  bor- 
rowing would  be  ? — Tou  need  not  make  your  boiTow- 
ings  large ;  you  can  borrow  every  day,  if  you  like. 

2424.  Suppose  you  borrow  every  day,  what  do  you 
thi'Tik  the  effect  on  the  exchanges  will  be?— Do  you 
mean  the  effect  on  the  Indian  exchanges  ? 

2425.  Tes.  Suppose  the  exchange  is  falling,  and 
at  that  moment  the  Indian  Government  is  borrowing 
freely  and  has  no  gold  reserve  ?— The  exchange  cannot 
fall  below  Is.  M. 

2426.  Why  ? — Because  the  Government  has  got  the 
gold  to  ensure  that. 

2427.  I  thought  you  said  the  Government  need  not 
have  any  gold,  but  tbat  it  could  borrow  instead  ?— It 
borrows,  but  then  it  fiUs  up  the  borrowing  In  the  good 
years. 

2428  If  the  Gold  Standard  Reserve  were  used  as 
you  would  wish,  it  would  be  largely  utiHsed  for  repro- 
ductive works  in  India  ? — Tes. 

2429  If  a  crisis  came,  and  it  was  needed  for  the 
maintenance  of  exchange,  am  I  right  in  supposing 
that  you  assume  that  it  would  be  possible  for  the 
Government  immediately  to  boiTow  on  the  reproductive 
works  so  created?— Tes.  Tou  have  12  miUion  sove- 
reigns in  hand  just  now,  which  is  more  than  India 
wants  for  reproductive  purposes ;  you  have  that  m  the 
difference  in  the  exchange  alone,  and  India  does  not 
want  it  at  the  present  moment.  In  addition  to  that, 
you  have  got  48  mUlions  in  hand  available  to  mamtam 
exchange. 

2430  The  12  millions  are  the  difference  between 
the  gold  value  of  the  Currency  Reserve  a^d  the  rupee 
value  "—Tes,  and  India  does  not  want  aU  of  that  just 


2431.  Therefore  your  first  proposal  will  be  to 
diminish  the  Currency  Reserve  by  lending  12  millions  ? 
— I  mean  to  say,  lend  as  much  as  is  required.  We  do 
not  want  12  millions ;  two  or  three  millions  will  be 
enough  just  now. 

2432.  By  whatever  amount  you  do  require  for  yoiu" 
immediate  development  programme  then  ? — Tes. 

2433.  Suppose  that  were  done  and  we  had  ex- 
hausted that  reserve  in  the  course  of  time,  then  we 
should  come  to  the  Gold  Standard  Reserve  ? — Tes. 

2434.  I  understood  from  Appendix  XVI.  that 
you  thought  a  large  portion  of  that  also  might  be 
spent  on  reproductive  works  ? — Tes. 

2435.  Is  that  because  you  think  it  can  never  be 
wanted  for  the  maintenance  of  exchange  ;  or  is  it 
because  you  think  that  even  in  that  form  it  will  be 
available  for  the  maintenance  of  exchange  if  wanted  ? 
— Tes,  because  I  should  pay  it  out  at  one  end  of  the 
box,  and  it  comes  into  the  other  by  borrowing,  so  the 
box  is  always  chock  full. 

2436.  Is  your  argument  based  upon  this,  that  the 
power  of  India  to  borrow  for  reproductive  purposes  is 
unlimited  ? — It  is  unlimited  so  long  as  she  increases 
her  productive  works.  The  more  she  increases  her 
productive  works,  the  greater  her  credit  is,  and  the 
more  she  can  borrow  as  wanted. 

2437.  But  the  power  to  borrow  is  irrespective  of 
the  condition  of  trade  at  the  moment,  or  of  the  state 
of  the  London  money  market  at  the  moment  ? — She 
would  only  borrow  when  her  trade  was  bad  and  when 
she  had  no  surplus  in  her  pocket  from  a  good  year. 

2438.  {Mr.  Keynes.)  Do  I  understand  that  you  want 
to  spend  money  out  of  the  Gold  Standard  Reserve  for 
building  railways  ? — That  is  possible.  I  do  not  want 
to  do  so. 

2439.  Tou  want  to  spend  out  of  it  for  reproductive 
purposes,  and  then  you  would  replenish  it  by 
borrowing  ? — Tea. 

2440.  Why  should  you  not  borrow  right  off  and 
leave  the  Gold  Standard  Reserve  alone  ? — We  do  not 
want  to  borrow.  We  have  got  12  millions  of  gold  in 
our  pockets  now,  and  all  we  want  is  three  or  four 
millions  of  that,  so  why  should  we  borrow  ? 

2441.  (Chairman.)  Now  may  I  return  to  another 
subject,  the  question  of  the  gold  currency  ?  In  para- 
graph 22  of  Appendix  XVI.  (page  523),  after  quoting 
the  opinion  of  the  Fowler  Committee  in  the  preceding 
paragraph,  you  say  events  have  falsified  tha  view 
that  the  hoarding  of  gold  would  not  be  materially 
increased ;  do  I  gather  that  your  opiaion  that  the 
hoarding  of  gold  has  been  materially  increased  is 
based  on  your  personal  experience  in  Bengal  ? — No  ;  I 
am  basing  it  on  the  Government  figures. 

2442.  Those  figures  show  the  amount  of  gold 
which  has  gone  into  circulation,  but  are  there  any 
figures  which  show  the  amount  of  gold  which  remains 
in  circulation  ? — There  is  nothing  to  show  that — ■ 
absolutely  nothing.  I  understand  that  the  Govern- 
ment figures  show  that  India  has  imported  more  gold 
and  less  silver  than  before. 

2443.  Tou  are  not,  I  think,  favourable  to  the 
establishment  of  a  mint  in  India  ? — As  I  say,  I  am 
totally  against  gold  coinage  for  India  anywhere,  either 
here  or  anywhere  else,  and  therefore  I  could  not  favour 
a  mint. 

2444.  That,  I  think,  is  a  little  more  than  you  have 
said  hitherto.  I  understand  youi-  view  that  a  gold 
coinage  is  a  wasteful  use  of  gold  is  not  confined  to 
such  conditions  as  now  remain  in  India,  but  is  general  ? 
— It  is  general,  because  every  sovereign  in  circulation 
means  that  India  has  pai-ted  with  some  of  her  produce 
and  has  got  nothing  back. 

2445.  With  regard  to  the  loaning  of  money  to  the 
banks,  the  Government,  I  think,  already  have  consider- 
able balances  with  the  Presidency  banks  ? — I  suppose 
they  have ;  I  do  not  know  what  they  have,  really. 

2446.  Do  you  fix  any  limits  in  your  mind  as  to  the 
amount  which  they  should  lend  to  the  banks  under 
such  circumstances  as  you  have  foreshadowed  ? — With 
the  enormous  gold  reserve  they  have,  they  might  as 
well  give  to  trad^e  all  it  wants.  Even  then  there  would, 
be  plenty  left. 
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2447.  Would  you  ask  for  any  security  from  the 
banks  ? — Not  from  banks  like  the  Presidency  banks. 
If  necessary  they  might  be  asked  to  secure  it,  but  I 
do  not  think  it  is  wanted.  Prom  the  exchange  banks 
like  the  Chartered,  the  Hong  Kong,  or  the  National 
Bank  of  India^  or  from  the  Presidency  Bank  of  Bengal, 
you  would  not  want  much  security ;  but  let  them  give 
security,  certainly. 

2448.  Some  criticism  has  been  raised  on  the  action 
of  the  Secretary  of  State  in  London  in  lendmg  money 
without  security  to  the  first-class  banks  here ;  but  you 
do  not  think  there  is  any  force  in  that,  apparently  ? — 
If  it  is  at  short  call,  you  can  get  it  back  whenever  you 
want  it.  I  do  not  tHnk  there  is  much  in  that.  If  yoii 
want  security,  take  it,  certainly. 

2449.  Suppose  the  Government,  for  purposes  of 
trade,  had  lent  large  sums  to  the  Presidency  banks, 
then  suppose  they  wanted  the  money  back ;  do  you 
think  that  the  last  state  of  the  Indian  market  might 
not  be  worse  than  the  first  ?  Trade  would  have  been 
helped  and  encouraged  by  the  large  sums  lent  by  the 
Government,  but  by  the  Government  suddenly  coming 
in  and  recalling  all  those  sums,  might  that  not  produce 
a  very  serious  financial  crisis  ? — I  do  not  see  why 
Government  should  come  in  when  they  have  got  50 
millions  of  gold  behind  them.  There  is  no  occasion 
for  them  to  come  in.  . 

2450.  Then  really  you  do  not  see  any  reason  wby 
these  balances  should  only  be  lent  on  short  loans  ? — 
Lend  them  on  short  loans  and  call  them  in  when  they 
are  wanted.   ' 

2451.  There  is  no  object  in  lending  it  as  call  money, 
unless  you  pan  call  it  in  ? — Certainly  not.  but  there  is 
no  reason  why  you  should  call  it  in  with  .50  millions  of 
gold  at  your  back. 

;  2452.  Do  you.  think  it  would  be  unsafe  to  lend  it 
otherwise  than  as  call  money,  or  for  short  periods  ? — 
As  a  matter  of  business,  one  likes  to  have  money  on 
call  if  it  should  be  wanted,  but  I  cannot  imagine  how 
it  should  be  wanted  with  50  millions  behind  you. 

2453.  It  is  an  excess  of  precaution,  and  is  not  really 
required  for  safety  ?— Certainly. 

'  2454.  I  was  going  to  ask  you  why  you  prefer 
that  loans  should  be  made  from  the  balances,  rather 
than  from  the  Paper  Currency  Reserve  ?— i-That  is 
imnmterial. 

2455.  I  think  what  you  said  to-day  was  that  you 
would  lend  from  either  or  both  ?^It  is  a  matter  for 
the  Government  of  India,  really.  My  idea  was  that 
the  Treasury  would  be  the  department  in.  touch  with 
the  public,  and  you  should  just  have  one  department 
in  touch  with  the  public,  with  the  reserves  placed  at 
the  disposal  of  the  Treasury  if  they  wanted  so  much. 

2456.  The  object  of  all  this  is  to  keep  the  available 
loanable  capital  in  India ;  is  that  so  ? — Tes. 

2457.  Has  it  occurred  to  you  that  something  of  the 
same  kind,  might  be  done  by  the  extension  of  the 
powers  of  the  Presidency  banks ;  if,  for  instance,  they 
were  given  power  to  borrow  temporarily  in  London 
when  there  was  a  keen  demand  fpr  money  in  India  ? — 
I  do  not  see  why  they  should  come  to  -London  to 
borrow  if  the  Government  has  so  much  gold  behind 
them. 

2458.  Tou  say  the  Indian  Government  is  closer  at 
hand  and  ouglit  to  do  the  business  ? — Undoubtedly. 

2459.  Now  I  turn  to  the  question  of  the  ritate 
bank.  Are  you  in  favour  of  the  creation  of  an  Indian 
State  bank? — Not  necessarily.  I  do  not  see  that  a 
State  bank  is  necessary.  What  I  want  to  do  is  to 
finance  the  internal  trade;  whether  that  is  done  by  a 
State  bank  or  by  the  Presidency  banks  does  not  matter. 
If  it  can  be  done  by  the  Presidency  banks,  and  T  think 
it  can  be,  let  it  be  done  by  them.  Apart  from  that, 
I  do  not  see  why  a  State  bank  is  wanted. 

2460.  In  paragraph  84  of  Appendix  XVI.  (page  526) 
you  deal  with  the  financial  organisation  of  the  India 
Office.  Tou  say  there  very  clearly  that  "  there  is 
"  absolutely  no  reason  for  thinking  that  the  Finance 
"  Committee  of  the  India  Office  have  ever  deliberately 
"  made  the  interest  of  India  subservient  to  the  interests 
"  of  the  London  banks  and  financial  houses,"  but  you 
think  it  would  look  better,  "  in  the  fierce  light  which 
"  beats  upon  the  throne,  if  London  bankers  did  not 


"  have  the  ruling  voice  in  the   management  of  India's 
"  finances  and  cash  balances  "  ? — Yes. 

2461.  Then  you  make  a  suggestion  as  to  the 
composition  of  the  committee,  which  should  include 
one  London  banker,  I  think  ?— Tes,  in  order  to  get  the 
benefit  of  his  experience — that  is  all. 

2462.  Tou  are  of  opinion  that  the  Secretary  of 
State  must  have  expert  advice  on  matters  of  that  kind  ? 
— Undoabtedly. 

2463.  And  that  he  could  not  rely  entirely  upon 
such  advice  as  he  could  expect  to  receive  from  civil 
servants  .P — I  do  not  think  he  ought  to.  It,  is  so  large 
a  subject  that  he  should  get  all  the  experience  he  can 
fi'om  London  bankers  and  Indian  bankers — indeed,  from 
all  round. 

2464.  In  fact,  your  object  in  framing  this  suggestion 
has  been  to  secure  as  representative  a  body  as  you  could 
of  all  interests  concerned .'' — Tes. 

2465.  Without  giving  a  predominant  position  to 
any  of  them.' — Still  retaining  for  the  Indian  repre- 
sentatives the  power  of  lending  balance  in  India.  I 
suggest  there  should  be  one  London  banker  on  the 
committee,  and  all  the  other  men  should  be  interested 
in  India,  not  in  London.  That  would  secure  that 
India's  balances  are  used  for  the  benefit  of  India.  If 
Londonpreponderates  on  the  committee,  it  would  look 
— ^I  do  not  say  it  does — as  if  London  might  get  the 
preference. 

2466.  Tou  haye  seen,  I  think,  a  copy  of  the  letter 
addressed  to  the  Commission  by  the  Bengal  Chamber 
of  Commerce  ? — Tes. 

2467.  Have  you  any  observations  you  desire  to 
make  on  that  letter.' — The  only  observation  I  make  is 
that  I  strjngly  object  to  the  coining  of  a  single 
sovereign,  even  for  sentimental  reasons.  A  senti- 
mental sovereign  means  the  loss  of  a  sovereign's  worth 
of  produce  to  India. 

2468.  {SirTlrhest  Cable.)  The  Chairman  asked  you  a 
question  with  regard  to  Sir  Guy  Fleetwood  Wilson's 
expression  of  a  gamble  in  rain,  and  I  should  like  to 
ask  the  question  in  a  slightly  modified  form,  so  as  to 
get  your  views.  Do  you  not  think  that  the'  very 
uncertainty  of  rain,  which  is  inevitable  however  great 
India's  development  may  be,  makes  it  imperative  "to 
keep  large  liquid  reserves  so  as  to  maintain  exchange, 
instead  of  dissipating  those  reserves  in  the  manner 
you  suggest .'' — I  do  not  dissipate  them  ;  I  show  you 
they  are  kept  intact.  • 

2469.  They  are  first  spent,  of  course? — They  are 
spent,  it  is  true,  but  the  chest  is  always  kept  full. 

2470.  Do  you  consider  that  your  method  is  con- 
sistent with  an  absolutely  stable  and  good  currency  ? — 
Tou  keep  the  cm-rency  reserves  intact,  either  in  gol^ 
or  in  silver,  and  therefore  you  do  not  interfere  with 
their  stability  in  any  way. 

2471.  In  the  crisis  of  1907-8  the  Government  paid 
out  17  millions  and  practically  exhausted  their  stock 
of  ^old,  I  think  ?— Tes. 

2472.  Do  you  think  it  is  wise  and  prudent  to  invest 
those  resources  ?  Tou  have  been  suggesting  investing 
those  resom-ces  in  railways,  I  gather  ? — Exactly.  Tou 
can  do  that,  and  yet  you  can  keep  your  box  intact. 
That  is  what  I  am  afraid  the  Commission  have  not 
quite  grasped  yet. 

2473.  I  gather,  then,  to  put  your  whole  policy  as 
you  have  developed  it  to-day  in  a  very  general  maimer;, 
that  your  idea  is  to  run  the  whole  country  from  a 
commercial  point  of  view,  using  the  profits  in 
development  and  spending  them  on  capital  account, 
so  to  speak?— Exactly;  and  unless  you  do  thafl" 
India  is  losing  her  produce.  Since  1835  India  has 
parted  with  300  millions  sterling  of  prodnce^-foi- 
nothing.  There  ai-e  300  million  sovereigns  or  goia 
cheques  lying  in  India  to-day  which  have  never  lieeri 
cashed. 

2474.  Those  are  profits,  of  course,  connected  with 
taxation  ?— No,  those  sovereigns  are  the  profits  On  the 
balance  of  trade;  those  are  the  net  imports  of  gold 
into  India. 

2475.  Tou  do  not  suggest  that  your  polity  iiivolves 
a  fixed  taxation,  which'  might  or  might  not  be  exces- 
sive,  do  you?— It   wiU  relieve    taxation    because    it 
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develops   the  country*.      It  increases  the  produce   of 
the  country,  and  therefore  it  relieves  taxation. 

'  2476.  With  regard  to  your  remarks  on  Gresham's 
law,  I  would  like  to  clear  this  up.  You  say  in  para- 
graph- 22  of  Appendix  XYI.  (page  523)  that  gold  will 
be  driven  but  of  sight,  but  how  do  ydu  reconcile  that 
with  the  fact  that  some  gold  is  still  in  circulation, 
that  the  amount  is  increasing  yearly,  and  also  that  the 
Grovernment  have  large  gold  balances  which  the  people 
can .  have  if  they  want  P^What  has  gone  past  the 
Government  Treasury  is  out  of  sight. 

2477.  "What  has  gone  into  the  country,  do  you 
mean? — What  has  gone  into  the  country  is  out  of 
sight,  but  the  Government  can  bring  those  sovereigns 
in  sight  by  playing  on  this  exchange.  If  the  Govern- 
ment sells  its  Council  bills  at  Is.  4d.  it  will  secure 
every  sovereign. 

2478.  Do  you  think  that  Gresham's  law  is  in  active 
operation  now  ia  India  internally  ?-^lt  seems  to  be. 

2479.  Surely  every  sovereign  would  have  dis- 
appeared long  ago  if  it  was  in  full  operation  ? — Every 
sovereign  has  practically  disappeared;!  mean  to  say, 
it  is  lost  to  India.  There  are  300  million  sovereigns 
practically  out  of  sight  how. 

2480.  You  have  handed  ns  in  a  very  interesting 
memorandum  from  Wi.  Fremantle'on  agricultural  banks 
(supplementary  note  B  to  Appendix  XVI.,  pp.  530^6). 
He  takes  a. very  sanguine  view  that  there  is  plenty 
of  capital  for "  develiipirig  agricultui'e  in  India ;  you 
dp  not  agree  with  that,  I  gather  ?-^What  I  say  is 
that  you  want  to  orgailise  that' capital.'  That  is  why 
I'  wa'nt  bankiiig  organisation  for  the  agricultural 
pOptilatiOn  in' ordfer  to  organise  that  capital. 

2481.  What  he  said  was  that  it  was  available  from 
the  agriculturists,  and  I  gather  that  he  did  not  look 
tS'the  banks  in  any  way  for  help,  if  I'  read  his  memo- 
randum correctly  ?— ^A  lot  of  those  little  capitalists 
are  agriculturists,  as  a  matter  of  fact.  On  my  own 
property  in  Sunderbund  there  is  a  moneylender  who 
was  an  agriculturist.  He  was  the  riian  who  ran  the 
place. 

2482.  I" 'Suppose  you  would  call  hiin  a  banker  for 
the  purpose  of  this  inquiry? — He  is  a  banker. 

2483.  You  suggest  that  a  cettral  bank  or  a  State 
bank  should  devote  some  part  of  its  funds  towards 
financing  agricultui-e  ? — Yfes,  just  to  give  the  thing  a 
start.  If  it  is  started,  then  funds,  I  Understand,  wUl 
not  be  required  from  the  Gov^itiment.'  When  Lord 
GUrzOn  passidd  the  Co-operative  Credit  t^odieties .  Act 
in  India  Sir  Denzil  Ibbetsoh,  who  was  the  man  in 
charge,  said  that  for  every  rapee  put  in  by' the  people 
the  "Government  woidd  put  in  one  rupee.*  The  Gbtem- 
riient  has  never  been  called  upon  for  that  rupee.  It 
merely' wants  a  bit  of  a,  start  from  the  Govei-nment, 
but  once  the  thing  is  started  and  the  people  see  how 
the  thing  is  worMng  they  will  put  the  moiley  in  and 
the 'Government  will  not  require  to  put  in  a  halfpenny. 
A  litfte  aisfeistahce  is  wanted  at  the  start.  ' 

-'2484.  I 'am  inclined'  to  agi-ee  there,  and  that 
perhaps  it  would  be  more'the  province  of  Govemmeht 
t6'"Ti^rjt'  agri6ulture  than  a  State  bank? — All  I  want 
Government  to,  do  is  to  provide  more  of  those 
organisers  of  co-operative  credit.  There- is  only  one 
man  in  Bengal,  Mr.  Gpurlay,  to  preach  this  co-opera- 
ti^fe^ospelfo'a'B'b'ufSOor-eO'millioiis  ofpebple. 

2485.  I  "am  ailraid  this  is  rather  outside  our  terms 
of  rtfetence.'-  I  was  only  going  to  make  one  suggestion 
v^th  regard  to  getting  money  and  facilities  fdr  agri- 
coltiiral  purposes.  Have  you  considered  the  question 
of  the  savings  banks,  which  have  agents  in  every  little 
village,  because  every  post  ofllce  has  a  savings  bant  ? 
Oould'not'the'  Savings  bank  deposits -be  "utilised- in 
that  way? — ^I  think,  as  a  matter  of  fact,'  under' the 
Act 'the  gdeieties  have  the  power  to  put  their  pioney 

in  there.  '  „      .  ., 

•^ '  2486.  {Mr.  Keynes.)  I  understand  you  are  of  opmion 
that  the  Government  ought  to  discourage  the  circula- 
tion of  gold  by  all  reasonable  means  ? — Yes. 

2487. 'And  you'  ba,se  that  view  mainly'  on  the 
circumstance  that  "the  use  of  a  cheaper  medium  of 
exchange  sets  free  resources  fpr  other  pui?poses  ?— Yes. 

2488.  Gould  you  say  at  all  how  widely  those  -views 
are  shared  by  other"  business  men  ia  Calcutta  ? — I  do 


not  think  business  men  have  realised  what  it  means. 
Business  men  have  not  realised  that  all  those 
300  million  sovereigns  lying  in  India  are  uncashed 
cheques. 

2489.  You  think  this  -view  of  yours  is  not  widely 
shared  by  other  business  men,  then  ? — It  will  be  when 
they  realise  what  it  means,  but  they  have  not  realised 
it  yet. 

2490.  At  present  it  is  not  widely  shared  ? — Because 
they  do  not  understand  it.  If  those  300  million 
sovereigns  which  are  lying  in  India  to-day  were  bodily 
lifted  by  the  Government  and  brought  to  Europe,  they 
would  buy  300  millions'  worth  of  European  goods  to 
which  India  is  entitled.  That  sum  has  never  been 
cashed  yet,  therefore  India  has  lost  300  millions 
sterling  worth  of  produce  since  1836,  and  has  got 
nothing  iu  exchange. 

2491.  (Chairman.)  Does  the  same  apply  to  the  gold 
in  my  purse  ? — No. 

2492.  Why  not? — Because  this  is  the  balance  of 
trade  due  to  India  which  has  been  received  in  g.old. 
Europe  has  paid  for  it  by  a  gold  cheque.  ' 

2493.  {Mr'.  Keynes.)  In  paragraph  6  of  Appendix 
XVir  (page  518)  you  suggest  that  the  Treasury  baJJainoes 
should  be  lent  to  first-class  banks ;  from  an  answer 
which  you  have  given  to-day  I  imderstand  you  to 
include  in  the  term  "  fii'st-olass  "  Presidency  banks  and 
exchange  banks  ? — Yes. 

'  '  2494.  Any  others  ? — I  should  not  like  to  recommend 
aiiy  others;  There  are  one  or  two  banks  such  as  the 
Allahabad  Bank.  « 

2495.  {Sir  Ernest  Gable.)  And  the  AlKanoe  banks  ? 
— Yes ;  they  are  local  banks,  and  they  are  perfectly 
sound.  '  '  ' 

2496.  {Mr.  Keynes.)  Would  you  include  them  under 
the  term  "  first-class '"  ? — -Certainly. 

2497.  If  it  was  thought  right  to  ask  security  from 
these  banks,  could  they  give  good  security  in  large 
quantity,  do  you  think  ?— If  they  could  not  give  it, 
do  not  give  them  the  money. 

2498.  I  am  not  asking  you  that  question.  If  it 
was  thought  right  to  ask  for  security,  could  they 
give  it  ? — I  daresay  they  could  raise  it,  as  they  are 
very  strong  financially. 

2499.  "What  sort  of  security  do  you  think  the 
Government  could  accept  ? — They  could  accept  secu- 
rities like  Calcutta  Port  Bonds,  the  Bombay  Port 
Trust,  or  Government  paper,  or  things  Of  that  kind. 

2500.  If  the  banks  were  asked  for  paper  of  that  kind, 
what  sqrt  of  amount  do  you  think  the  Government 
could  lend  against  the  security  P  Could  the  banks  of 
India  provide  fi-ve  milhons  worth  of  that  kind  of 
security  ? — They  can  pro-vide  20  millions,  and  stUl 
hkve  40  millions  in  their  pocket. 

2501.  My  question  is :  If  the  Government  were  to 
offer  to  lend  five  millions  of  Treasury  balances  against 
such  sort  of ,  security  as  you  have  named,  namely; 
Port  Trust  loans,  and  so  on,  would  the  banks  pro-vide 
security  up  to  that  amount  of  five  millions  ?-^I  do  not 
know  ;  but  whatever  they  want  to  borrow,  if  they  are 
not  .able  to  give  security  for  it,  then  do  not  let  themi 
have  it. 

2502.  You  do  not  think  that  they  could  give  very 
much  security  ? — I  do  not  say  that.  I  do  hot  know 
what  their  resources  are,  and  therefore  I  shotild  not 
like  to  say  that. 

2503.  "Tou  have  no.  clear  opinion  on  the  point, 
and  feel  doubtful  ? — I  have  not  their  accounts  before 
me,  and  I  cannot  say.  until  I  see  their  accounts. 

2504.  {Sir  Shapurji.Broacha.)  What  do  you  mean 
by  saying  that  there  are  60  millions  in  hand  at  the 
present  moment  ?  There  are  27  millions  in  the  cur- 
rency, I85  millions  in  the  Gold  Standard  Reserve,  and 
two  millipns  in  paper,  that  makes  47J  millions  ;  how 
do  yo-u  get  the  difference  between  47^  millions  and  60 
millions  ?-p-The  whole  reserve,  I  suppose,  is  turned 
into  gold  now. 

2505.  It  only  makes  47^  milUons  at  present? — Of 
gold,  or  gold  securities  ?   , 

2506.  Taking  gold  aild  gold  securities  ? — In  addi- 
tion to  that,  you  have  got  "your  silver. 

2507.  You  say  that  you  can  convert  the  27  millions 
of  gold  in  currency  into  40  crores  of  rupees,  and  have  a 
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balance  of  12  miUions  which  could  he  employed  in  the 
Public  Works  Department  ? — ^As  far  as  may  he  neces- 
sary, but  the  Department  would  not  want  it  all,  as  a 
matter  of  fact ;  they  would  only  want  a  share  of  it. 

2508.  Ton  would  destroy  the  whole  fabric  of  the 
gold  standard,  because  there  are  only  18  ^  millions  of 
securities  ? — As  I  have  been  trying  to  explain,  as  you 
pay  it  out  it  comes  in  again. 

2509.  If  you  bon-ow  in  a  year  of  famiae,  you  do 
not  get  anything  at  all.  In  a  partial  famine  in  one 
year  the  Government  had  to  give  out  154  millions  of 
gold ;  supposing  it  had  been  not  a  partial  famine  but 
an  extraordinary  famine,  there  would  have  been 
nothing  left  ? — But  you  can  go  on  borrowing  in  the 
good  years,  and  you  need  not  wait  till  the  famine  years 
come  round.  Ton  shotild  begin  making  those  irriga- 
tion canals  in  the  good  years. 

2510.  A  15  millions  loan,  even  in  the  London 
market,  would  be  a  very  big  thing  ? — We  do  not  want 
15  millions.  I  understand  that  two  millions,  or  three 
millions,  would  be  enough  for  the  railways. 

2511.  I  am  not  talking  of  the  railways.  I  am 
talking  of  people  wanting  to  remit  money  from  the 
other  side  here ;  that  would  have  to  be  done  from  the 
Gold  Standard  Reserve,  and  that  would  not  be  suffi- 
cient to  cash  all  the  demands,  if  you  carried  out  your 
scheme  ? — I  have  been  trying  to  explain  how  it  can  be 
made  sufficient.  You  can  go  on  borrowing  every  day 
if  you  like,  in  the  market.  Do  not  wait  till  the  bad 
year  comes  round,  because  if  you  do  that  you  may  be 
landed.  , 

2512.  Do  you  mean  go  on  borrowing  and  keep  it  in 
the  reserve  at  interest  ? — Borrow  as  you  did  for  your 
canals  in  India,  and  go  on  borrowing.  If  you  have  a 
surplus  in  hand,  of  course  you  will  not  want  to  borrow, 
but  there  should  be  a  continuous  chain  going  round. 

2513.  Whatever  they  have  bon-owed  they  have 
already  spent,  and  there  is  nothing  left  of  that ;  say 
that  they  have  bon-owed  and  spent  about  10  millions 
or  more,  do  you  mean  that  they  should  borrow 
another  12  millions  in  the  same  year,  if  it  is  a  good 
year,  and  put  it  aside  ? — Whatever  you  put  out  at  one 
end  of  the  box  comes  in  at  the  other,  day  by  day. 
This  year,  for  instance,  the  Government  has  a  surplus 
of  seven  millions  sterling,  and  they  do  not  require  to 
borrow  a  halfpenny.  Tou  get  that  seven  milhons  in 
your  surplus,  and  you  put  it  into  your  canal. 

2514.  Say  that  the  Government  loses  six  millions 
or  seven  millions  in  revenue,  and  they  have  to  pay  in 
assisting  the  ryot  besides ;  and  say  that  India  exports 
30  miUions  or  40  millions  less  of  produce  than  in 
good  years ;  then  there  are  tremendous  losses  in  other 
ways  for  which  the  Government  have  to  provide  by 
borrowing.  In  a  famine  year,  when  we  require  the 
assistance  of  the  Gold  Standard  Reserve,  India  loses  in 
the  shape  of  lessened  export  trade  about  30  millions  or 
40  millions  because  she  has  not  produced  enough  to 
export,  and  the  Government  have  to  assist  the  ryots 
to  get  their  food ;  then  the  railways  earn  very  little, 
and  the  Government  in  that  year,  besides  having  to 
provide  for  the  par  of  exchange,  are  therefore  at  a 
heavy  loss.  That  cripples  them  for  borrowing  for 
other  purposes  than  to  meet  the  immediate  necessity, 
so  you  cannot  bring  your  theory  into  play  in  that 
year  ? — I  do  not  quite  understand  why.  I  would  like 
to  finish  this  particulai-  question  you  have  raised,  as  I 
am  afraid  I  have  rather  failed  to  make  myself  clear. 
Supposing  this  is  the  Treasury,  and  money  is  being 
paid  out  in  making  an  irrigation  canal 

2515.  Tou  must  remember  that  the  27  millions  is 
already  exhausted  and  there  is  nothing  left  ? — But  it 
is  in  the  box  just  now.  Tou  pay  out  this  money,  and 
you  dig  a  canal  as  you  pay  it  out.  It  is  a  good  year 
just  now,  and,  therefore,  money  comes  in  at  the  other 
end  as  it  goes  out  at  this  end. 

2516.  I  do  not  imderstand  it.  Tou  say  these  are 
very  good  years,  and  you  have  used  up  the  27  miUions 
of  gold  by  turning  it  into  rupees  and  spending  the 
balance  on  public  works.  But  when  we  have  done 
that,  and  when  we  have  enriched  ourselves  with  great 
public  works,  famine  comes  in  and  the  reserves  are 
already  without  that  27  millions  sterling  ? — No,  excuse 


me ;  we  start  now  to-day,  when  we  have  27  millionB 
in  our  pocket.  r,.     ci_ 

2517.  {Chairman.)  I  think  the  point  Sir  Shapurji 
is  trying  to  put  is  that  when  a  bad  year  comes,  instead 
of  having  27  millions  in  your  pocket  you  will  have  the 
27  millions  in  the  canal ;  the  canal  may  be  a  most 
valuable  work,  but  it  does  not  give  you  money  for  the 
immediate  emergency  ?—Tes,  it  does,  and  I  just  want 
to  explain  why.  The  box  is  full  just  now ;  you  start 
digging  this  canal;  it  is  a  good  year  and  you  have 
plenty  of  money  in  your  pocket ;  that  sovereign  goes 
into  the  canal,  but  you  have  a  good  year  and  then 
this  sovereign  comes  into  the  box. 

2518.  {Mr.  Keynes.)  Where  from?— From  the 
siu-plus — ^the  seven  miUions  of  taxation. 

2519.  That  mounts  up  to  the  27  millions,  does  it  F — 
This  year  the  Government  has  a  surplus  of  seven 
miUions,  so  you  have  got  that  seven  millions  to  start 
with.  Tou  pay  out  one  sovereign  from  this  seven 
miUions,  and  you  put  one  sovereign  in  in  respect  of  it. 
Now,  is  the  reserve  intact  or  not  ? 

2520.  {Chairman.)  As  long  as  you  only  draw  out 
the  same  as  you  are  putting  in  it  remains  intact  ? — Now 
we  are  commg  to  it.  That  sovereign  has  gone,  but 
another  one  is  in  the  box.  The  next  year  is  a  bad 
year,  and  you  go  to  the  money  market  and  draw  from 
that.  Tou  give  the  money  market  your  paper,  or 
whatever  it  is,  and  then  another  sovereign  goes  in ;  so 
you  have  had  two  sovereigns  taken  out  and  two 
sovereigns  put  in. 

2521.  {Lord  Faher.)  Say  that  you  have  two  bad 
years,  the  money  market  then  will  button  up  its 
pocket  and  will  not  lend  yon  anything  ? — Every 
country  in  the  world  is  borrowing  on  the  London 
market,  so  why  cannot  India  ? 

2522.  {Chairman.)  The  assumption  on  which  your 
argument  rests  is  that,  no  matter  how  prolonged  the 
bad  times,  India  can  always  borrow  as  much  money  as 
she  wants  ? — Exactly,  and  she  had  done  it  up  to  the 
present  day.  If  she  had  not  been  able  to  do  it  up  to 
to-day  she  would  have  been  bankrupt. 

2523.  Does  not  that  carry  you  to  this,  that  there  is 
no  necessity  for  a  reserve  at  all  ?  Why  pass  the 
sovereign  into  the  reserve  ?  Why  make  a  pretence  of 
keeping  it  in  a  box  when,  in  fact,  in  the  bad  time  you 
are  going  to  rely  upon  boiTOwing  to  meet  your  needs  ? 
Why  should  you  pass  it  through  the  reserve  at  aU  ? 
Why  should  it  not  remain  in  the  Treasury  and  go 
direct  from  the  Treasury  to  the  canal  ? — ^In  that  case. 
Government  is  not  building  the  canal,  and  that  is  what 
I  want  to  point  out. 

2524.  Is  there,  in  your  view,  any  necessity  for  a 
reserve  at  all  except  that  reserve  provided  by  the 
Government's  power  to  borrow? — ^Power  to  borrow, 
combined  with  the  surpluses ;  that  is  all  the  Govern- 
ment wants. 

2525.  (Sir  Ernest  Cable.)  Using  the  surplus  in  a 
good  year,  and  borrowing  in  a  bad  year  ? — Tes.  Does 
the  Commission  vmderstand  that  the  reserves  remain 
intact  ?     Might  I  finish  my  illustration  ? 

(Chairman.)  I  think  I  imderstand  your  illustra- 
tion, because  you  have  given  it  us  once  or  twice. 
If  I  rightly  understand  your  illustration,  the  reserve 
becomes  valueless. 

2526-7.  (Sir  Ernest  Cable.)  And  there  is  no  need  for 
the  reserve  ? — There  is  no  need  to  increase  it  more 
than  is  necessary.  Tou  should  keep  sufficient  in  hand 
always  to  ensure  cashing  your  cniTency  notes,  but 
beyond  that  you  can  go  on  indefinitely  building 
railways. 

2528.  (Chairman.)  That  only  means  that  you  ai-e 
to  have  credit  at  your  bankers  equal  to  the  amount  of 
the  cheques  you  draw  ?— Tes,  and  your  credit  is 
improving  all  the  time,  because  you  are  increasing 
your  iiTigation  canals.  In  that  way  you  improve  your 
credit  and  you  can  bon-ow  cheaper  in  the  London 
market  than  any  nation  in  the  world. 

2529.  (Sir  Shapurji  Broacha.)  Do  you  mean  that 

the  Secretaiy  of  State  must  sell  under  the  gold  par? 

He  must  buy  all  the  sovereigns  at  15  rupees  to  the  £. 

2530.  Supposing  the  Secretary  of  State  has  20 
millions  of  surplus,  as  it  is  called,  though  it  is  really  a 
part  of  the  Indian  revenue  and  is  not  a  surplus,  and  he 
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has  to  send  that  m»ney  back  to  India  for  the  Govern- 
ment to  expend  ? — It  is  coming  back  again,  as  I  am 
trying  to  explain.  The  chest  always  remains  the  same 
as  it  is  now. 

2531.  I  am  not  talking  of  the  chest  now. 
Whatever  the  Secretary  of  State  holds  he  holds  from 
the  revenue  of  India;  he  might  be  able  to  keep 
10  milUons  here  for  one  year,  but  what  about  the 
second  year  ?  Shotdd  he  accumulate  all  the  revenues 
of  India  here,  or  should  he  send  it  back  in  some  shape 
to  spend  it  there  P— He  can  both  save  it  and  spend  it. 

2532.  There  are  those  who  like  to  have  gold  and 
who  do  not  calculate  the  exchange  rate  when  they  ai-e 
importing  gold  into  India  ;  last  year  they  imported 
12  millions  of  bar  gold  when  it  was  not  a  question  of 
the  exchange  rate.  There  are  those  who  would  give 
almost  anything  over  or  under  par  to  get  gold  there  ? — 
If  the  Government  ofEer  Is.  4d.,  they  will  keep  every 
sovereign  here,  if  they  wish  it. 

2533.  They  take  gold  there  in  bars,  and  the 
12  millions  I  have  mentioned  were  taken  there  quite 
iadependent  of  the  Government,  and  quite  independent 
of  the  exchange  rate ;  how  can  you  prevent  that  .•' — You 
cannot  prevent  it ;  but  in  that  case  you  pay  22  rupees 
for  your  sovereign  iastead  of  15. 

2534.  No,  I  pay  15  in  India.  How  can  you  prevent 
me  taking  gold  out,  independent  of  the  exchange  rate  ? 
— What  happens  is  that  India  has  lost  her  produce  and 
she  cannot  get  any  gold.  The  gold,  to  begin  with,  is 
in  the  hands  of  the  exchange  banks ;  the  balance  of 
trade  is  not  in  the  hands  of  private  individuals  because 
the  exchange  banks  collect  that  gold  here. 

2535.  The  export  will  be  financed  in  the  way  the 
people  want ;  they  send  exports  here,  and  they  ask  for 
gold,  and  they  will  get  it  without  the  aid  or  interference 
of  the  Secretary  of  State  ? — The  whole  balance  of  the 
export  trade  is  financed  by  the  exchange  banks. 

2536.  That  is  quite  true,  and  the  exchange  banks 
help  them  to  bring  in  gold  Isars  ? — We  can  stop  it  by 
asking  less  than  Is.  4|-d. 

2537.  In  India  the  export  trade  is  financed  in  two 
other  ways,  first,  by  sending  out  gold  as  merchandise, 
and  secondly,  by  sending  out  silver  as  merchandise,  and 
dispensing  the  rupees  there  to  pay  for  the  export  from 
that  side  ? — When  a  man  exports  goods  from  India, 
what  does  he  do  ?  How  does  he  get  his  money  back — 
from  the  exchange  banks,  is  it  not  ? 

2538.  Perhaps  ;  but  the  exchange  banks  do  not 
take  all  his  sovereigns  ? — I  want  to  show  how  the 
circle  goes  round.  The  total  export  trade  of  India, 
I  understand,  is  financed  by  the  exchange  banks. 
Goods  are  sent  out  of  this  country,  the  banks  pay 
the  exporters  here,  they  get  a  draft,  say,  from  the 
Secretary  of  State,  and  they  recover  the  money  there. 
That  money  has  got  to  come  back  to  England,  and  it 
comes  back  in  this  way  :  They  pay  the  exporter  there 
the  sovereign  they  collect  on  the  other  side,  and  that 
sovereign  comes  back  to  England.  In  that  way  the 
exchange  banks  collect  the  whole  gold  balance  of 
trade,  but  if  the  whole  gold  balance  of  trade  is 
financed  by  the  exchange  banks,  they  want  to  get 
this  gold  balance  back  to  India  so  as  to  send  home 
more  produce.  They  have  two  ways  of  getting  it 
back.  They  can  buy  Council  biUs  of  the  Secretary 
of  State,  and  if  he  asks  too  much  for  them— if  he 
asks  Is.  4i(^  or  Is.  4-^d.— the  banks  will  say,  no,  it 
wiU  not  pay  us  ;  we  shall  ship  the  gold  out  by  steamer. 
If  he  asks  Is.  4id.  for  his  drafts,  the  banks  will  say, 
no,  if  I  send  my  gold  out  to  India  I  can  get  all  the 
rupees  1  want  at  the  rate  of  15  to  the  sovereign ; 
therefore  why  should  I  pay  you  Is.  4id. .'  If  the 
Secretary  of  State  refuses  to  give  his  rupees  for 
1*  4(J.,  that  gold  passes  the  Government  and  finds  its 
way  out  to  India,  as  Sir  Shapui-ji  suggests,  and  then 
that  amount  of  produce  is  lost  to  India.  But  it  does 
not  Day  the  exchange  banks  to  ship  gold  out  to  India 
if  they  can  get  a  rupee  for  Is.  4d.,  because  by  buymg 
from  the  Government  Council  bUls  and  telegraphic 
transfers  they  can  get  the  money  at  once  on  the  other 
side,  whereas  if  they  buy  gold  here  and  ship  it  out 
they  lose  three  weeks'  interest.  In  that  way  the 
Government  can  force  the  exchange  banks  to  part 
with  that  gold  by  working  the  exchange,  and  when 


they  get  the  whole  of  the  export  trade  into  their 
hands  in  that  way  they  simply  prevent  India  losing 
her  balance  of  trade,  as  she  otherwise  does. 

2539.  Are  rupees  hoarded  now  ? — I  cannot  say. 

2540.  Ton  are  certain  that  gold  is  hoarded? — 1 
am  undoubtedly  certain  of  it. 

2541.  Do  you  know  that  since  1900  about  150 
crores  of  rupees  have  been  coined  ^ — Tes. 

2542.  That  there  are  only  about  17  crores  visible 
and  the  other  has  gone  into  circulation ;  it  must  hare 
done,  because  it  could  not  have  been  hoarded  ? — There 
must  have  been  a  certain  amount  of  sovereigns  hoarded 
since  1835,  because  300  million  sovereigns  have  gone 
into  India  and  have  never  come  out  of  India.  I  am 
in  India  every  year,  and  I  never  see  a  sovereign^ 
Where  are  those  300  million  sovereigns  ? 

2543.  If  they  use  in  circulation  about  135  crores 
of  silver  coin  then  they  are  not  much  good  for 
hoarding ;  the  people  would  rather  hoard  the  gold 
itself,  would  they  not  ? — Exactly. 

2544.  Taking  the  figures  given  in  one  year  for  the 
railways,  for  savings  banks,  and  the  Post  OflB.ce,  I 
find  there  was  a  circulation  of  about  three  crores  of 
sovereigns ;  that  shows  that  there  is  a  circulation  of 
gold  ? — Has  that  gold  come  back  to  the  treasuries 
again? 

2545.  You  say  that  that  circulation  ought  not  to 
be  very  much  encouraged  ? — I  say  for  every  sovereign 
in  circulation  India  has  sent  away  a  sovereign's  worth 
of  produce  and  has  got  nothing  back.  That  is  what 
it  means,  and  there  is  no  getting  away  from  it.  If 
those  300  millions  of  sovereigns  were  brought  to 
Em-ope  to-day  they  would  purchase  300  million 
sovereigns-worth  of  goods ;  that  has  not  been  done, 
and,  therefore,  India  has  lost  those  goods.  There  is 
no  getting  away  from  that. 

2546.  (Sir  James  Begbie.)  You  think  Council  bills 
and  transfers  should  be  sold  freely  for  the  convenience 
of  trade  ? — Yes. 

2547.  You  may  remember  that  Council  bills  were 
started  for  the  purpose  of  remitting  home  the  home 
charges  ? — Yes. 

2548.  Do  you  approve  of  the  sales  of  Council  bUls 
in  excess  of  the  amount  required  to  pay  the  home 
charges  in  order  to  meet  the  convenience  of  trade  ? — 
Yes,  I  want  to  send  every  sovereign  both  for  the  home 
charges  and  above  the  home  charges,  because  I  believe 
that  for  every  sovereign  not  so  secured,  India  loses  a 
sovereign's  worth  of  produce. 

2549.  Do  you  understand  that  the  money  from 
which  the  home  charges  are  paid  is^  money  raised  by 
taxation  in  India  ? — By  revenue  and  taxation. 

2550.  Are  you  in  favour  of  Council  bills  being  sold 
against  the  Treasuries  in  India  in  excess  of  the  amount 
that  is  wanted  to  meet  the  home  charges  ? — Yes,  I 
would  sell  everything  the  banks  like  to  take. 

2551.  Even  if  the  taxpayer  has  to  find  the  money  ? 
— ^I  do  not  quite  follow. 

2552.  How  far  would  you  go  with  your  drawings 
against  revenue  ? — To  the  extent  of  the  entire  balance 
of  trade.  If  the  Government  does  not  secure  that 
sovereign,  the  taxpayer  loses  it.  That  is  what  I 
maintain. 

2553.  One  other  question  about  a  matter  which  has 
been  mentioned  already,  namely,  the  hoarding  of  gold. 
You  have  alluded  to  an  immense  quantity  of  gold  that 
is  hoarded;  is  it  not  the  case  that  banting  deposits 
have  greatly  increased,  also  investments  in  securities 
of  the  Government  and  of  municipal  authorities  and 
private  concerns  ? — ^Yes. 

2554.  So  there  are  cases  where  hoarding  is  not 
taking  place  ? — -Undoubtedly. 

2555.  (Chairman.)  There  is  one  recommendation  or 
suggestion  in  your  memorandum  which  I  think  none 
of  us  has  asked  you  about,  and  perhaps  I  ought  to  ask 
a  question  on  it.  It  is  in  paragraph  5  of  supplementary 
note  A  to  Appendix  XVI.  (page  529).  You  suggest 
there  that  the  Government  and  the  Secretary  of  State 
should  find  the  average  sUver  purchases  for  a  period  of 
years,  good  and  bad,  and  every  year  coin  the  average  or 
a  little  more.  That  you  recommend  in  order  to  "  MU 
"  the  gamble  connected  with  the  existing  spasmodic 
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"  method  of  purchase,  and  protect  Government  from 
"  being  cornered  "  ? — ^Tes. 

2556.  Has  your  attention  been  di-awn  to  the  very 
large  variations  between  one  year  and  another  in  the 
demand  for  rupees  ? — Tes.  I  understand  that  for  the 
last  four  or  five  years  the  Government  have  not  had  to 
coin  any  silver  until  lately. 

2557.  We  have  it  in  evidence — ^I  have  not  got  the 
question  before  me,  but  I  think  my  memory  is  right — 
that  in  one  year  the  people  of  6idia  took  out  eight 
minions  sterling  in  additional  rupees,  and  the  next 
yeai'  they  returned  12  millions  into  the  Treasui-y  owing 
to  the  had  trade,  or,  as  the  witness  put  it  to  us,  there 
was  a  difference  between  plus  8  and  minus  12 ;  liow 
would  you  strike  an  average  with  such  big  fluctuations 
as  that  ? — We  know  that  the  sUver  purchases  for 
10  years  have  been  60  miUions  ;  taking  good  and  bad 
years  that  60  millions  has  been  sufficient  to  meet  the 
demand  against  cuiTency  notes  presented  to  the 
Government. 

.   2558.  But  the  demand  has  not  been  at  all  regular 
during  those  60  years  ?— No,  it  has  not. 

2559.  Now  that  we  know  what  the  total  demand 
was,  if  we  divide  it  by  the  numher  of  years,  and  the 
Government  purchase  that  amount  each  year,  might 
they  not  be  left  short  in  one  of  the  husy  years  ? — They 
will  have  less  to  purchase  in  that  case  than  they  have 


now.  Suppose  they  buy,  say,  six  miUiona  every  year 
annually  for,  say,  eight  years  :  that  is  48  millions  they 
have  in  hand,  so  that  if  a  tremendous  demand  springs 
up,  they  have  less  to  buy  in  the  silver  market  than 
they  otherwise  would  have. 

2560.  If  in  the  early  years  it  has  averaged  more, 
thpn  they  have  so  much  money  lying  idle  ?.— That  is  so, 
but  in  that  case  they  lend  it  as  required,  and  utilise 
it  iu  that  way  for  financiag  trade. 

2561.  That  is  to  say,  they  coin  the  rupees  at  once, 
whether  wanted  or  not  ? — As  required. 

1  should  like  to  make  clearer  to  the  Commission 
how  I  prove  that  the  one  sovereign  produces  16  ia 
14  years.  I  have  here  a  lecture  delivered  before  the 
Society  of  Arts  by  Sir  John  Benton,  K.O.I.E.,  on 
Irrigation  Works  in  India.  He  gave  figures  showing 
the  capital  outlay,  and  he  says  if  we  spend  20Z.  on 
canals,  he  would  lend  24Z.  every  year  on  food  crops. 
If  Government  secure  this  sovereign,  this  gold  balance 
of  trade,  that  means  that  by  creating  a  canal,  in 
14  yeai's  it  gets  back  14  millions  sterling  worth  of 
produce,  because  for  every  sovereign  it  gets  back 
14  golden  sovereigns  pins  the  two  sovereigns  repre- 
senting the  capital  cost  and  interest ;  so  that  for  that 
one  sovereign  spent  you  get  back  16  sovereigns  in 
14  years,  and  therefore,  ;for  every  sovereign  which 
escapes  the  Government,  that  is  lost. 


The  witness  withdrew. 


At  the  India  Office,  Whitehall,  S.W. 
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Mr.  J.  A.  TooMET  and  Mr.  T.  Feasbe  called  and  examined. 


2562.  (Giiairmam,.)  I  think,  Mr.  Toomey,  you  come 
here  to-day  with  Mi:  Eraser  as  representing  the 
exchange  banks  doing  business  iu  India  ? — (Mr.  Toomey.) 
That  is  so. 

2563.  Will  you  tell  me  the  names  of  the  banks 
which  you  represent?; — The  Chartered  Bank  of  India, 
the  Hong  Kong  and  Shanghai  Bank,  the  Mercantile 
Bank  of  India,  the  Eastern  Bank,  and  the  National 
Bank  of  India.  (Mr.  Fraser.)  The  foreign  banks  also, 
the  Deutsche- Asiatische,  the  Russo-Asiatic,  the  Yoko-- 
hama  Specie  Bank,  the  Comptoir  National;  in  fact 
the  only  hank  that  did  not  intimate  that  they  wished 
ui  to  represent  them  is  the  Delhi  and  London  Bank. 

2564.  Do  you  represent  the  International  Banking 
Corporation  ? — Tes. 

2565.  I  undei-stand  from  the  memorandum  (see 
Appendix  XV'n.,page  536)  yon  have  been  good  enough 
to  send  us  that  you  have  no  criticisms  to  offer  ■bs  to 
the  location  and  management  of  the  balances  of  the 
Government  of  India  ? — (Mr.  Toomey.)  No. 

2566.  And  none  as  to'  the  sale  of  Council  biUs  and 
transfers? — What  we  say  on  that  point  is  that  we 
would  deprecate  any  change  being  made  in  the  sale  of 
Council  bills.  The  present  system  is  admirably  adapted 
to  the  requirements  of  trade,  the  amount  put  up  weekly 
for  tender  .being  well  regulated  by  probable  require- 
ments, while  additional  amounts  can  be  obtained  at  a 


small  premium.  We  consider  that  the  sale  of  Council 
bills  is  well  handled,  the  system  adopted  being  the 
outcome  of  many  years'  experience. 

2567.  In  your  memorandum  yon  advocate  the 
lendiug  out-  of  the  surplus  balances  of  India  during  the 
busy  season,  I  see  ? — Yes,  we  do. 

25,68.  And,  to  that  extent,  you  criticise  the  present 
use  of  the  balances!' — There  ip  an  agitation  that  the 
Government  of  India  should  lend  these  surplus  balances, 
and  we  see  no  reason  why  the  balances  shotdd  not  be 
so  lent,  say,  to  the  Presidency  banks,  at  a  somewhat 
lower  rate  than  the  bank  rate  for  the  time  being.  At 
the  same  time  we  do  not  think  there  would  be  a  very 
large  amount  of  money  required  in  that  way. 

2569.  You  do  not  suggest,  I  presume,  that  the 
balances  of  the  Government  of  India  should  be  increased 
for  that  purpose  ? — No,  certainly  not. 

2570.  Only  that  when  there  is  a  sorplus  balance  it 
should  be  used  in  that  way  ? — Yes,  if  there  are  surplus 
balances. 

2571.  Do  you  think  that  the  balances  kept  at  the 
Treasuries  in  India  have  been  higher  than  they  need  to 
be  ? — ^No,  I  think  not. 

2572.  Up  to  the  present,  then,  these  surpluses  of 
which  you  speak  covdd  hardly  have  existed  ?  Perhaps 
I  did  not  ma^e  myself  quite  clear ;  I  meant,  were  the 
balances  higher  than  it  was  necessary  for  the  Gioverfi- 
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irient  to  ifeep  in  the  treasuries  to  meet  the  calls  which 
might  come  upon  them,  and  woiild  there  have'  been  in 
recent  times  any  capital  Vhich  they  could  safely  loan 
out  ? — Tes,  I  thint  they  could  have  lent  out  money 
in  India  to  the  market. 

2573.  On  short  loans  ?-^That  is  so,  for  twQ  or 
three  months,  against  Government  paper,  port  trust 
bonds,  and  securities  of  that  type.  As  I  say,  I  do  not 
think  that  these  loans  will  be  required  to  any  large 
extent.  ' 

2574.  Would  you  suggest  Government  lending  for 
as  long  as  three  months  r — Three  months  would  cany 
them  over  the  busy  season. 

2575.  TOu  are  awai-e,  of  course,  that  that  is  longer 
than  it  has  been  their  practice  to  lend  on  the  London 
money  market  ? — Tes  ;  they  lend  here  for  four  or  five 
weeks. '  '  .  ■ 

2676.  That  is  in  order  that  they  may  be  certain 
of  getting  it  at  any-  moment  of  pressure  here  ? — ^I 
think  in  the  case  of  India  the  money  might  be  lent 
for  two  or  three  months. 

2577.  Suppose  that  that  practice  were  adopted,  and 
suppose"  that  they  had  lent  out  considerable  sums  in 
India,  do  you  think  any  difficulty  would  be  caused 
when,  on  any  occasion,  they  were  unable  to  lend? — 
No,  because  the  >market  has  been  getting  on  well 
enough  without  these  Government  loans.  ' 

2578.  Toil  do  not  think  there  is  any  danger  of  tVie 
market  coming  to  rely  upon  this  power  to  get  loans 
from  Government,  and.  then  being  caught  short  some- 
times when  the  Government  cannot  lend  ? — I  think 
not,  if  the  Government  were  to  announce  their  inability 
to  make  these  advances  some  little  time  before. 

2579.  I  think  you  said  just  now  that  these  loans 
should  be  made  slightly  below  the  bank  rate  P — Tes ; 
somewhat  below. 

"2580.  Would  you  attach  any  conditions  to  them 
if  so  made,  that  is  to  say,  any  conditions  as  to  the 
rates  at  which  the  money  should  be  lent  again  by  the 
banks? — No.  I  take  it  money  would  be  lent  to  the 
Presidency  banks  at  something  like  1  per  cent,  under 
the  bank  rate ;  and  that  would  leave  the  Presidency 
banks  free,  to  lend  money  at  the  bank  rate-  to  their 
customers. 

2581.  Would  not  the  customers  who  thus  indirectly 
get  the  Government  money  be  financed  on  more 
favourable  terms  than  those  who  had  to  rely  upon 
the  ordinary  resources  of  the  bank  ? — I  think  not, 
because  as  a  general  rule  people  can  now  bori'ow  on 
those  securities  at  the  bank  rate. 

'  2582.  From  what  you  have  said  as  regards  the  sale 
of  Council  bills  and  transfers,  1  gather  that  you  do 
not  think  the  Secretary  of  State  is  injudiciously 
keeping  gold  out  of  India  ? — No  ;  I  think  quite  enough 
gold  goes  to  India. 

2583.  Do  you  think  that  he  sends  any  more  than 
ought  to  go  ? — No,  I  think  not.  It  is  only  the  surplus 
after  the  sale  of  Council  bills  that  goes  to  India  in  the 
way  of  gold. 

2584.  Now  going  to  the  Gold  Standaa-d  Reserve, 
have  you  any  qriticisms  to  make  upon  that.P — Tes. 
We  consider  that  the  whole  amount  should  be  kept  in 
this  country  in  gold  and  gold  securities,  and  that  the 
latter,  as  far  as  may  be  practicable,  should  consist  of 
short-term  maturities.  We  fjirther  consider  that  a 
much  larger  proportion  of  the  reserve  should  be  re- 
tained in  actual  gold  than  has  been  the  custom  in  the 
past.  All  profits  on  the  coinage  of  rupees  should  be 
credited  to  the  reserve,  as  we  are  strongly,  of  opinion 
that  the  time  has. not  yet  an-ived  when  it  is  safe  to 
place  a  limit  on  the  amount  of  the  reserve.  We  do 
not  approve  of  any  portion  of  the  reserye  being  held 
in  silver. 

2685  Do  you  suggest  any  figure  for  the  amount  of 
gold  that  should  actually  be  held?— No,  but  we  think 
that  it  ought  to  be  a  good  deal  larger  than  at  present. 

2686.  I  understand  you  to  say  you  hold  nothing 
here  except  either  actual  gold  coin  and  buUion  or  short- 
dated  securities?— We  say  that  a  larger  proportion 
than  a*' present  should  be  held  in  actual  gold,  and  the 
'restr  as-far  as  possible,  in  the  shape  of  short-term 
securities. 


2587.  It  has  been  suggested  to  us  that  the  crisis-  of 
1907-^8  afforded  the  best  test  available,  or  a  very  good 
test,  for  judging  of  the  amount  of  gold  which  is  actually 
needed ;  do  you  share  that  view  ? — Tes,  it  did ;  but,  of 
course  it  was  only  a  .partial  famine  or  breakdown.  It 
was  a  small  breakdown.' 

2588.  There  was  a  very  severe  financial  crisis  in 
America  and  elsewhe:^e  ? — Tes. 

2589.  But  there  was  only  a  small  famine  in  India  ?-^- 
Tes. 

2590.  Tou  would  think,  therefore,  that  it  was  not 
safe  to  take  that  as  a  measure  of  the  liabilities  that 
might  come  upon  you  ? — No,  nothing  like  it.  With  a 
severe  famine  a  much  larger  amount  of  gold  would  be 
taken  out. 

2591.  I  think  it  has  been  stated  that  the  object 
was  to  get  five  millions  of  the  reserve  in  gold ;  you 
would  think  that  quite  an  insufficient  sum,  I  gather? — 
Tes. 

2592.  But  you  would  not  like  to  name  any  figure  ? — 
I  do  not  thuik  we  need  place  a  limit  just  now. 

2593.  Would  you  wish,  whatever  your  figure  was, 
that  it  should  bear  some  sort  of  proportion  to  the 
trade  of  India,  and  rise  as  the  total  trade  of  Indi^. 
rises  ? — I  say  it  ought  to  be  proportioned  to  the  tptal 
amount  of  the  reserve ;  that  is,  that  it  should  bear  a 
proportion  to  the  amount  of  the  reserve. 

2594.  Should  both  the  reserve  as  a  whole  and  the 
gold  portion  of  it  bear  some  proportion  to  the  trade  of 
India  ?  Suppose  we  were  able  to  fix  on  a  figure  whiqh 
we  thought  safe  under  the  present  circumstances;  would 
you  say  that  as  the  trade  of  India  expands  ii  would  be 
necessary  that  that  figure  should  I'ise  in  proportion  ?-^ 
Tes,  it  should  be  enlarged.  .  . 

2595.  Tou  object  to  holding  any  portion  of  the 
gold  reserve  in  silver  ? — Tes. 

2596.  -And  I  think  you  said  you  object '  to  the 
holding  of  any  portion  of  the  gold  reserve  in  India  ?— r- 
Tes,  it  should  be  held  in  London. 

•    2597.  It  is  in  the  Indian  branch  that  the  silver  is 
held  at  the  present  time  ? — Tes. 

2598.  Will  you  tell  me  why  you  object  to  holding 
any  portion  of  it  in  India,  and  why  you  object  to 
haviag  any  portion  of  it  in  silver  ? — We  think  it  best 
to  hold  the  reserve  in  London,  because  this  would  be 
the  market  where  the  na.oney  would  be  actually 
i-equired  in  an  emergency.  ,   ,     '  : 

2599.  Tour  objection  to  holding  any  part  of  it  io. 
sUver  is  due  to  what  cause  ? — ^It  is  a  Gold  Standard 
Heserve,  and  we  say  it  ought  to  be  in  gold. 
(Mr.  Fraser.)  We  consider  that,  silver  could  not  .under 
any  possible  circumstances  support  a  gold  standard  in 
a  crisis. 

2600.  Have  you  any  criticisms  to  offer  as  regards 
the  Paper  Currency  Reserve? — (Mr.  Toomey.)  We 
hold  that  a  proportion  should  be  kept  in  this  country 
in  gold,  and  so;  could  be  riiade  immediately  available 
for  purchases  ,of  silver,  or  released  in  case  of  need 
against  the  deposit  of  rupees  in  India,  When  gold-  is 
available  in  India,  the  ctu-rency  note  department 
should,  in  normal  times,  be  prepared  to  pay  out  readily 
sovereigns-  against  notes  or  rupees. 

2601.  That  has  been  the  case,  has  it  not  ? — Tes.. 

2602.  Have  you  anything  to  say  as  to  the  proposal 
which  has  been  made  for  the  opening  of  a  gold  mint  in 
India  ? — We  say  that  ia  our  opinion  existing  conditions 
in  India  do  not  call  for  the  establishment  of  a  mint  for 
the  free  coinage  of  gold,  seeiag  that  the  country 
obtains  all  the  sovereigns  it  requires  free  of  minting 
chairges.  If,  however,  it  should  at  any  future  date  be 
deemed  advisable  to  open  such  a  mint;  we  advocate 
the  coinage  thereat  of  the  sovereign.  Our  bra;t»(j4i 
managers  have  written  something  on  this  point,  and  I 
do  not  know  whether  I  should  -tell  you  what  they  say. 

2603.  We  should  be  very  glad  to  hear  it? — The 
Calcutta  manager  of  the  National  Bank  of  India  says 
that  a  gold  coinage  is  not  really  wanted  in  India,  but 
"  if  gold  is  to  be  coined  here  then  it  must  be  the 
"  sovereign j  with  which  people  are  already  more  or 
"  less  familiar  ;  any  other'  coin  would,  I  think,  merely 
■'  be  looked  upon  as  a  curiosity.  Government's  well- 
"  backed  note  issue  is,  I  think;  the  thing  to  cultivate 

•'.'■as   much   as  pdsbife&4i  being -the.  most;  fieonomical 
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"  form  of  currency."  The  Bombay  manager  says, 
"  Personally,  I  do  not  think  that  a  gold  coinage  will 
"  benefit  India,  and  the  clamour  for  it  is  confined  to 
"  Bombay  and  Karachi.  The  present  currency  system 
"  is  woi-king  well,  and  I  do  not  think  that  people 
"  generally  want  it  changed."  The  manager  at 
Karachi  writes,  "  We  see  no  necessity  for  an  open 
"  mint  in  Bombay  for  the  coinage  of  sovereigns.  A 
"  gold  market  in  India  for  the  coinage  of  sovereigns 
"  would  make  a  firmer  discount  rate  at  home,  which 
"  would  not  be  to  India's  advantage.  Sovereigns  had 
"  not  been  tried  in  India  when  the  Towler  Committee 
"  sat  and  recommended  a  mint  in  India  for  the 
"  coinage  of  gold." 

2604.  Do  you  yourself  share  the  view,  which  I 
think  one  of  the  managers  you  quoted  expressed,  that 
the  best  currency  is  a  well-backed  paper  note  issue  ? — 
Tes,  because  it  is  a  much  more  economical  form  of 
currency. 

2605.  Do  you  yourself  think  that  sovereigns  could 
be  freely  obtained  now  in  India  when  wanted  ? — Tes, 
they  can.  That  is  proved  by  the  large  amovmt  held 
by  the  Government  of  India.  The  people  of  the 
country  know  pretty  well  that  they  can  get  sovereigns 
if  they  require  them,  but  they  do  not  require  them. 

2606.  They  can  get  them  at  a  few  points  only,  I 
suppose  .'' — I  thiiJs:  that  is  so. 

2607.  Does  the  fact  that  these  people  do  not  take 
these  sovereigns,  although  they  could  get  them  in  the 
Government  Treasuries,  suggest  to  you  that  the 
sovereign  is  an  inconvenient  coin  for  them  F — No,  it  is 
not  at  all  inconvenient.  It  seems  to  me  that  the  people 
have  enough  sovereigns  in  the  country  already  for 
their  present  requirements. 

2608.  I  put  the  question  to  you,  because  it  has  been 
represented  to  us  that  India  is  a  country  where 
most  of  the  transactions  are  very  small,  and  that  the 
sovereign  is  too  big  a  unit  for  their  gold  coin? — I 
think  not.  Sovereigns  are  taken  pretty  freely  in 
certain  up-country  districts.  The  trouble  which  the 
National  Bank  of  India  sometimes  has  is  not  being 
able  to  get  rupees  for  sovereigns.  If  I  may  follow 
that  out  for  a  moment,  at  Delhi  the  manager  wrote  the 
other  day  saying  that  he  could  have  done  some  sterling 
business  only  his  cash  balance  consisted  mostly  of 
sovereigns,  and  his  customers  who  proposed  this 
sterling  business  wanted  payment  in  rupees,  not 
sovereigns.  Our  manager  asked  the  Comptroller- 
General  for  silver  in  exchange  for  those  sovereigns, 
but  he  was  not  able  to  get  it. 

2609.  Why  was  that  ? — I  suppose  the  Comptroller- 
General  had  not  got  a  sufficient  supply  of  silver. 

2610.  But  no  reason  was  given  or  at  least 
communicated  to  you  ? — That  is  so.  {Mr.  Fraser.)  I 
might  remark  that  we  have  had  a  similar  experience  at 
Delhi  and  Amritsar. 

2611.  Is  it  a,  frequent  experience  at  those  two 
places  ? — Our  transactions  at  those  points  are  not  very 
large,  but  we  have  had  that  experience  that  we  have 
had  sovereigns  for  which  it  has  been  difficult  to  obtain 
rupees. 

2612.  At  those  two  points  only? — Those  are  the 
only  two  points  up-country  in  which  we  are  represented. 
(Mr.  Toomey.)  It  would  apply  to  up-country  stations 
more  or  less.  It  does  not  apply  to  the  Presidency 
towns. 

2613.  Some  time  ago  the  Indian  Government  was 
pressing  on  the  Secretary  of  State  the  establishment 
of  a  m^int,  but  abandoned  the  proposal  on  finding  that 
the  Indian  mines  had  made  contracts  for  the  sale  of  their 
gold  to  Europe ;  do  you  know  whether  that  state  of 
things  still  prevails  ? — ^I  have  no  information  on  that 
point.  I  cannot  tell  whether  with  an  open  mint  the 
local  production  would  go  to  the  Bombay  mint  or  not. 

2614.  I  think  in  the  last  financial  statement  of 
Sir  Guy  Fleetwood  Wilson,  he  stated  as  one  of  the 
arguments  for  the  opening  of  a  gold  mint  that  there 
w&s  a  great  deal  of  gold  bullion  in  India  which  people 
might  at  a  given  time  want  to  coin ;  and  he  suggested 
that  it  was  not  economical  and  it  was  not  right  that 
they  should  have  to  send  that  bullion  all  the  way  from 
India  to  England  to  get  it  coined,  and  then  re-import 
it.     What  do  you  say  to  that? — Ji  you  have  an  open 


mint  in  Bombay  I  do  not  see   any  likelihood  of  that 
gold  bullion  being  sent  in  to  the  mint. 

2615.  You  do  not  think  it  would  come  out  of  the 
hoards  ?— No.  India  is  steadily  taking  gold  in  the 
form  of  bars,  and  that  is  likely  to  continue.  The 
people  would  not  part  with  their  gold  except  under 
the  direst  necessity. 

2616.  Do  you  think  they  are  now  hoarding  gold  in 
large  amounts  ? — They  always  have  done  so,  and  the 
hoarding  is  probably  on  the  increase,  owing  to  the 
people  being  more  prosperoiis. 

2617.  Would  it  be  the  case  that  the  making  of  the 
rupee  a  token  as  a  consequence  of  closing  the  mints, 
causes  the  people  to  hoard  gold  now,  where  previously 
they  might  have  hoarded  silver  ? — All  I  can  say  is  that 
they  are  taking  gold  more  freely  than  they  did 
before ;  but  still  the  rupee  is  the  coin  of  the  countiy. 

2618.  The  result  in  any  case  is  that  a  great  deal  of 
gold  has  gone  into  India  and  remains  there  either  in 
the  form  of  bullion  or  of  sovereigns  ? — Practically  it 
always  remains  there. 

2619.  Is  that  gold  of  much  use  in  maintaining 
exchange  in  a  crisis,  in  your  opinion? — Not  the  gold 
held  in  hoards. 

2620.  Does  the  gold  that  has  gone  into  circulation 
come  out  for  the  purpose  of  maintaining  exchange,  or 
does  it  maintain  exchange  in  a  ciisis  ? — I  think  in  a 
crisis  the  people  would  retiiin  their  gold  and  probably 
scramble  for  more. 

2621.  I  will  turn  now,  if  I  may,  to  the  question  of 
the  enlargement  of  the  powers  of  the  Presidency 
banks;  I  think  you  object  to  that  proposal? — Yes. 
The  question  of  the  enlargement  of  the  powers 
of  the  Presidency  banks  so  as  to  permit  them 
to  deal  in  sterling  exchange,  is  one  which  has  been 
brought  forward  fi'om  time  to  time  during  the  last 
50  years  and  has  been  steadily  vetoed  by  the  Gfovem- 
ment  of  India  and  successive  Secretaries  of  State. 
The  last  time  that  this  question  was  raised  was  in 
1904,  when  it  was  pi-oposed  (1)  that  the  Presidency 
banks  should  be  allowed,  when  the  bank  i-ate  in  India 
is  6  per  cent,  or  higher,  to  borrow  in  London  for  the 
purpose  of  remitting  funds  to  India ;  and  (2)  that  the 
banks  should  be  permitted  to  deal  in  foreign  bUls  so 
far  as  is  necessary  to  enable  them  to  remit  the  money 
borrowed  to  or  from  India.  The  Government  of  India, 
with  the  approval  of  the  Secretary  of  State,  declined 
to  grant  the  powers  sought  by  the  Presidency  banks, 
and  the  reasons  for  this  decision  were  fully  explained 
by  the  then  Finance  Minister,  in  his  speech  reported 
in  the  "  Gazette  of  India "  of  16th  February  1907,  of 
which  we  have  sent  you  a  copy.*  The  exchange  banks 
at  that  time  felt  it  incumbent  on  them  to  oppose 
strongly  the  proposals  of  the  Presidency  banks,  and  we 
should  do  so  again  on  the  same  grounds,  namely,  that 
while  we  do  not  deprecate  ordmary  competition  by 
competitors  on  the  same  level  as  ourselves,  we  strongly 
object  to  State-aided  competition.  The  Presidency 
banks  enjoy  the  prestige  of  being  the  Government 
bankers  with  immense  sums  of  public  money  free  of 
charge,  whilst  we  ai-e  handicapped  by  having  to  pay 
interest  on  the  whole  of  our  deposits.  The  exchange 
banks  have  financed  the  external  trade  of  India  for 
over  50  years  without  any  charge  of  inefficiency  or 
imreasonable  charges,  and  with  the  large  resources  at 
their  command  they  are  fully  competent  to  deal  with 
all  the  exchange  business  of  the  country.  We  maintain 
that  the  legitimate  function  of  the  Presidency  banks 
is  to  finance  the  internal  trade  of  the  countiy, 
for  which  they  enjoy  special  privileges  in  having  large 
amounts  of  money  without  charge.  If,  however,  these 
banks  require  further  funds  for  their  business  it  is 
open  to  them  to  raise  additional  capital  in  the  same 
way  as  many  of  the  exchange  banks  have  done.  It  is 
contended  in  some  quarters  that  the  Government  of 
India  should  lend  some  of  its  surplus  balajices  for  the 
benefit  of  trade  during  the  busy  seasons,  and  we  see 
no  reason  why  this  should  not  be  done  in  the  same 
way  as  the  Secretary  of  State  lends  money  in  this 
city  on  first-class  securities.  Our  view  is  that  the 
money  should   be  lent  to  the  Presidency   banks   for 
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short  periods  on  (government  paper,  Port  Trust  bonds, 
and  the  like,  the  money  being  lent  at  somewhat  less 
than  the  ruling  bank  rate.  We  attach  the  same 
objections  as  those  we  have  just  enumerated  to  the 
establishment  of  a  State  bank.  Banking  in  India  is 
already  well  represented  in  all  its  branches  by  the 
Presidency  banks,  exchange  banks,  and  the  numerous 
local  banks.  No  State  bank  would,  in  our  opinion, 
cater  for  the  requirements  of  the  many  millions  of 
cultivators  who  are  at  present  dependent  for  finance 
on  moneylenders.  Their  needs  could  best  be  supplied 
by  encouraging  and  developing  the  system  of  co-opera- 
tive credit  which  under  -flie  sympathetic  support  of 
the  Government  has  made  great  progress  during  the 
last  few  years.  The  Presidency  banks  fulfil  the 
functions  of  a  State  bank  in  their  respective  spheres  ; 
they  have  their  capital  and  resources  available  for  the 
benefit  of  their  own  particular  province,  and  to  absorb 
these  into  a  centi-al  institution  would,  in  our  view, 
militate  against  efficiency.  The  Presidency  banks  as 
they  exist  are  in  reality  three  "  State  banks,"  and 
with  their  head  offices  in  Calcutta,  Bombay,  and 
Madras  are  better  equipped  for  studying  the  wants 
of  their  respective  provinces  than  one  centi'al  bank 
could  possibly  be  ;  and  we  are  unable  to  see  how  such 
a  bank  could  foster  the  development  of  trade  as  well 
as  it  is  being'  done  by  the  existing  machinery. 
Further,  a  State  bank  with  the  conti'ol  of  Government 
money,  the  paper  currency,  and  access  to  the  London 
market,  would  virtually  mean  the  establishment,  so 
far  as  exchange  is  concerned,  of  a  banking  monopoly, 
which  we  feel  is  neither  desirable  nor  advisable  in  the 
best  interests  of  India  and  its  trade.  We  consider  that 
the  existing  currency  department,  with  the  assistance 
of  htindreds  of  Government  treasiiries  and  sub- 
treasuries  penetrating  into  remote  districts  to  which 
it  would  not  pay  a  bank  to  go,  is  much  better  fitted 
to  manage  and  develop  the  paper  currency  than  a 
State  bank  would  be.  The  remarkable  growth  of  the 
currency  note  issue,  particularly  in  recent  years, 
testifies  in  some  measure  to  the  efficiency  of  the 
existing  system,  and  it  is  scarcely  likely  that  a  State 
bank  could  foster  the  extension  of  the  note  issue  so 
well  as  these  Government  treasuries.  I  should  like  to 
add  this  note :  To  my  mind  the  mere  amalgamation  of 
the  Presidency  banks  with  a  central  authority  would 
present  insuperable  difficulties.  No  doubt  the  idea  in 
such  a  scheme  would  be  the  retention  of  the  present 
boards,  but  these  would  only  have  the  shadow  not 
the  substance  of  power,  and  the  central  authority 
could  not  accurately  gauge  and  satisfy  the  require- 
ments of  trade  in  all  quarters  nearly  so  well  as 
under  the  existing  system,  and  I  apprehend  that 
unfavourable  comparisons  and  complaints  would  follow 
as  to  certain  interests  being  favoured  at  the  expense 
of  others.  When  the  idea  of  a  State  bank  was 
mooted  in  1899  the  secretary  and  treasurer  of  one 
of  the  Presidency  banks  wrote  to  Government  as 
follows  :  "  My  directors  regret  that  they  are  unable 
"  to  concur  in  the  opinion  expressed  by  His  Excellency 
"  the  Viceroy  that  a  consolidation  and  a  concentration 
"  of  banking  facilities  are  required  in  the  interests  of 
"  the  business  accommodation  and  credit  of  the 
"  country.  So  far  as  they  are  aware,  there  is  no 
"  demand  in  India  on  the  part  of  the  mercantile  and 
"  trading  community  for  such  concentration.  If  the 
"  banking  facilities  in  the  coimtry  were  found  to  be 
"  inadequate,  an  increase  in  banking  capital  would  be 
"  necessary  and  would  speedily  be  called  for,  but  a 
"  mere  amalgamation  of  the  existing  banks  would  not 
"  provide  an  increase  of  capital  or  of  banking  facilities. 
"  It  would  rather  tend  to  cm-tail  credit  in  many  cases." 
The  Bengal  Government  wrote  to  the  Government  of 
India  in  March  1900  as  follows  :  "  In  the  first  place,  it 
"  is  doubtful  whether  India  is  not  too  large  for  a 
"  sino-le  central  State  bank;  the  directors,  if  drawir 
"  from  or  located  in  the  three  Presidency  towns,  would 
"  be  too  far  apart  from  each  other.  Secondly,  the 
"  interests  of  the  various  Presidencies  are  not  always 
"  identical,  and  are  sometimes  at  variance  with  each 
"  other.  Thirdly,  it  is  against  the  public  interest  to 
"  create  and  foster  a  huge  monopoly.  A  single  bank 
"  with  large  resources  and  commanding  the  Govern- 
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"  ment  deposits  would  have  great  power  over  the  other 
"  banks.  Fourthly,  banks  deal  chiefly  in  credit,  and 
"  credit  is  always  a  matter  of  local  knowledge  and 
"  experience."  The  Government  of  India  wrote  to 
the  Secretary  of  State  in  June  1901,  in  reply  to  certain 
inquiries  :  "  (Question  V.)  Is  it  likely  that  the  possible 
"  conflict  of  interests  between  a  bank  of  this  desciip- 
"  tion  and  other  existing  institutions  might  tend  to 
"  discourage  private  enterprise,  and  to  prevent  the 
"  development  of  the  facilities  which  the  public  now 
"  enjoys  P  "  The  answer  was  :  "  We  think  it  is  evident 
■'  that  if  a  central  bank  were  obliged  to  hold  more 
"  capital  than  it  could  profitably  employ  throughout 
"  the  year  in  ordinary  biisiaess,  such  a  bank  would  be 
'■  obliged  to  enter  into  prejudicial  competition  with 
"  private  banks ;  and  further,  the  existence  of  such 
"  surplus  capital  in  India  might  check  the  outwai'd 
"  flow  of  capital  from  private  sources  when  occasion 
"  presented  itseK  for  its  profitable  employment."  If 
these  were  the  views  12  or  14  years  ago,  they  have 
stronger  force  in  the  present  day  when  the  demands  of 
trade  and  the  volume  of  business  are  so  much  larger. 
When,  however,  it  is  suggested  to  establish  a  State 
bank,  not  only  absorbing  the  three  Presidency  banks, 
but  also  to  hand  over  to  it  the  management  of  the 
currency  of  the  country,  the  scheme  becomes  one  of 
too  vast  a  character,  in  my  opinion,  to  be  in  any  way 
practicable.  The  management  of  the  cuiTency  in  such 
a  country  as  India  is  very  properly  in  the  hands  of  a 
large  Government  department  having  the  control  of 
hundreds  of  treasuries  and  sub-treasuries  sca.ttered 
throughout  the  Empire.  It  has  taken  many  years  to 
build  up  this  department  into  its  present  state,  and  to 
expect  a  newly-made  bank  to  take  over  the  work  where 
the  Government  leaves  off  would  only  invite  difficulty 
and  ti'ouble.  No  State  bank,  however  ably  managed  and 
however  anxious  its  officials  might  be  to  meet  require- 
ments could,  in  addition  to  its  primary  work  of  attending 
to  the  wants  of  trade  throughout  the  Empire,  perform 
such  a  work  satisfactorily,  and  there  might  be  a 
state  of  chaos,  resulting  possibly  in  a  run  on  banks 
in  the  not  improbable  event  of  a  supply  of  currency 
running  short  in  various  quarters.  In  this  respect 
1  refer  not  so  much  to  Presidency  towns  as  to  places 
in  the  interior.  When  it  is  also  suggested  that  a  State 
bank  should,  on  the  top  of  all  these  responsibilities, 
open  an  office  in  London  and  transact  exchange  business 
with  India,  the  proposal  is  vaster  than  the  ordinary 
banking  mind  can  conceive  as  being  in  any  way  feasible. 
The  trouble  would  be  to  find  the  genius  who  could 
carry  the  scheme  into  effect.  The  Presidency  banks 
have  enough  to  do  already  in  attending  to  the  wants 
of  their  respective  spheres.  The  exchange  banks  have 
been  financing  the  foreign  trade  of  the  country,  in  some 
cases  for  50  years  and  more,  and  no  complaints  ai-e 
heard  as  to  any  inefficiency  or  shortcomings  on  their 
part.  They  fill  a  most  important  place  in  the  conduct 
of  India's  trade,  and  their  record  entitles  them  to  every 
consideration  on  the  part  of  the  Government  when 
dealing  with  any  contemplated  changes.  The  exchange 
banks  do  not  fear  competition  by  competitors  on  their 
own  level,  but  it  is  easy  to  see  that  they  could  not 
compete  successf  uUy  against  a  State  bank  with  immense 
sums  of  public  money  at.  its  disposal  free  of  charge. 
Such  an  institution  would  have  a  most  unfair  advantage 
over  the  existing  banks.  It  would  create  a  monopoly 
in  exchange  banking,  and  by  its  being  able  to  work  on 
terms  which  the  present  banks  could  not  touch,  have 
the  power  to  cripple  them  without  having  the  power  to 
take  their  place.  It  would  be  a  distinct  disadvantage 
to  merchants  in  all  parts  of.  India  that  such  a  monopoly 
should  be  created,  and  that  any  weakening  of  the 
exchange  banks  should  result.  {Mr.  Fraser.)  Might  I 
remark  that  that  is  a  personal  note  by  Mr.  Toomey 
which  I  have  read  and  endorse. 

2622.  With  which  you  agree  P — Tes,  with  which  I 
agree. 

2623.  Tour  primary  objection  to  the  extension  of 
the  powers  either  of  the  Presidency  banks  amalgamated 
or  of  a  new  State  bank  is  that  it  subsidises  competition  P 
—{Mr.  Toomey.)  That  is  so ;  and  we  consider  it  woidd 
be  unworkable. 
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2624.  Tou  tlimk  fxirtlier  that  it  would  be  imwork- 
able  ? — The  country  is  geographically  too  large. 

2625.  I  xmderstaiid  that  observation,  firom  the  point 
of  view  of  meeting  the  wants  of  clients  and  of  meeting 
all  the  local  conditions  in  so  vast  an  area  ? — ^Tou  must 
have  an  intimate  knowledge  of  your  customers  and  of 
trade  generally. 

2626.  That  apples  to  banking  facilities  for  internal 
use  ? — If  a  State  bank  were  to  open  in  London  it  would 
necessitate  intimate  knowledge  of  the  London  market 
too. 

2627.  In  other  respects,  would  the  work  which  the 
State  bank  would  have  to  do  be  vaster  than  that  which 
has  now  to  be  done  by  the  Government  of  India  and 
the  Secretary  of  State  ? — -Do  you  refer  to  the  sale  of 
Council  bills  and  the  rest  of  it  ? 

2628.  At  the  present  time  the  Government  of  India 
have  to  make  up  their  minds  what  currency  the  country 
requires  ? — All  that  is  a  very  small  matter  compared 
with  the  work  which  a  State  bank  would  have  to  do. 

2629.  The  management  of  the  currency  would  not 
in  itself  become  heavier  because  it  was  transf  ered  to  a 
State  bank,  would  it  ? — No,  it  would  be  the  same, 
unless,  of  course,  there  was  an  extension  of  the 
currency  note  issue. 

2630.  I  am  rather  interested  to  find  a  gentleman 
coming  from  the  business  world  who  really  feels  that 
Government  can  do  some  things  better  than  a  great 
business  concern  ? — We  say  that  the  currency  depart- 
ment is  exceedingly  well  managed,  that  it  has  taken 
a  long  time  to  work  it  up  to  its  present  position,  and 
that  no  bank  could  work  it  as  well.  It  would  take  a 
bank  many  years  to  get  into  the  present  position  that 
the  Government  are  in  as  regai-ds  that. 

2631.  I  think,  from  what  Mr.  Fraser  said  just  now, 
that  every  now  and  then  the  currency  department 
fails  either  to  provide  sufficient  currency  or  to  provide 
it  in  the  place  where  it  is  wanted  .'' — {Mr.  Fraser.)  Yes. 
(Mr.  Toomey.)  To  some  extent,  but  we  are  not  making 
any  grievance  of  that  just  now. 

2632.  At  the  present  time  who  really  manages 
Indian  exchange  ? — The  exchange  banks. 

2633.  Not  the  Secretary  of  State?— No,  he  only 
supplies  our  requirements  for  outward  remittances. 

2634.  But  he  fixes  the  rate  of  course  ? — Tou  can- 
not say  that  he  fixes  the  rates  for  Council  bills.  He 
accepts  the  market  rate  between  Is.  3|f  d.  and  Is.  4^d. 

2635.  Do  you  say  his  influence  is  confined  to 
keeping  it  within  those  limits  ? — Tes. 

2636.  (Mr.  Keynes.)  He  varies  the  amount  of  bills 
he  offers ;  has  that  no  influence  on  the  rate  ? — Do  you 
mean  the  weekly  amount  ? 

2637.  Tes  ? — Just  now  he  is  offering  20  lakhs  a 
week. 

2638.  {Sir  Robert  Chalmers.)  Suppose  he  offers 
100  ? — Just  now  there  would  be  no  takers. 

2639.  {Chairman.)  But  would  that  not  affect  the 
rates  ? — Of  course  he  cannot  sell  below  1«.  3|-|(i. 

2640.  {Mr.  Keynes.)  At  the  present  moment  ex- 
change is  very  low,  but  suppose  early  in  the  year  when 
it  was  Is.  4i(i.  he  had  put  up  from  100  lakhs  to  150 
lakhs,  would  not  that  have  affected  the  rate  at  that 
time  ? — The  rate  certainly  would  have  been  affected 
temporarily,  unless  there  was  a  great  extension  of 
exports  just  at  that  particular  time. 

2641.  So  that  the  rate  partly  depends  upon  the 
policy  he  is  pursuing  with  regard  to  the  amount  he 
offers  week  by  week  ? — Tes ;  but  he  as  a  rule  offers  the 
amount  which  the  market  is  likely  to  take. 

2642.  Subject  to  what  the  Secretary  of  State  thinks 
the  suitable  rate  for  the  time  of  the  year  ? — He  sells 
them  at  the  market  rate. 

2643.  {Chairman.)  Does  not  the  demand  at  any 
given  time  depend  in  part  on  what  the  rate  is  .►'  If  the 
rate  is  low  the  demand  would  be  greater  than  if  the 
rate  is  high,  would  it  not  ? — No,  that  is  not  so.  At 
this  time  of  the  year  export  business  is  dull,  and 
consequently  exchange  falls.  For  instance,  last 
Wednesday  there  were  only  20  lakhs  put  up,  the 
market  did  not  want  much,  the  rate  was  Is.  3ff(Z.,  and 
there  were  very  few  takers,  because  India  is  well 
supplied  with  <.;ash  at  the  moment  and  there  is  no 
demand. 


2644.  {Lord  Faler.)  And  India  is  not  exporting  at 
the  moment  ?— Exports  are  not  very  active  just  now. 
We  always  see  the  highest  rates  of  exchange  m  the 
busy  season,  naturally,  that  is,  from  January  to  Apiil. 

2645.  {Mr.  Keynes.)  If  the  Secretary  of  State  had 
issued  no  bills  last  week  and  no  bills  this  week,  and  said 
he  was  not  going  to  sell  bills  for  the  next  two  months 
below  Is.  4d.,  would  that  affect  exchai^e  ?— It  might 
or  it  might  not.  It  depends  on  the  demand  for 
remittance  from  India. 

2646.  It  might  possibly  affect  exchange  though  ."— 
Possibly,  but  India  could  reaUy  get  along  without 
Council  bills  for  a  month  or  two,  could  she  not? 
{Mr.  Fraser.)  I  think  so.  I  think  if  the  Secretary  of 
State  were  to  fix  the  rate  at  Is.  4-d.  just  now,  and  say 
he  would  not  sell  below  Is.  4d.,  the  people  who  wanted 
to  remit  money  to  India  would  simply  wait  till  the  last 
moment,  and  if  they  covdd  not  get  anything  better 
than  Is.  id.  they  would  take  his  Is.  4d.,  but  they  would 
not  go  to  him  except  as  a  last  resort.  {Mr.  Toomey.) 
He  could  not  very  well  establish  Is.  4d.  as  the 
minimum. 

2647.  If  he  were  to  announce  that  policy,  would 
the  rate  which  the  exchange  banks  charge  to  their 
customers  be  altered  ? — {Mr.  Fraser.)  We  would  sell 
in  India  below  Is.  id.  as  long  as  we  could,  and  when 
we  found  we  could  not  sell  any  more  then  we  would 
come  for  his  Is.  id.  {Mr.  Toomey.)  It  does  not  follow 
that  because  the  Secretary  of  State  would  not  sell 
below  Is.  id.  exchange  would  be  maintained  at  Is.  id. 
for  a  month  or  two. 

2648.  {Chairman.)  I  want  to  draw  your  attention, 
with  reference  to  something  you  have  said,  to  an 
expression  of  the  views  of  the  Government  o£  India. 
I  have  before  me  a  letter  from  the  Government  of 
India  to  the  Secretary  of  State,  No.  56,  dated  22nd 
February  1900.*  He  was  then  being  sent  by  the 
Government  of  India  a  memorial  from  the  exchange 
banks  on  this  very  question,  and  in  that  memorial,  as 
quoted  in  paragraph  3  of  the  lett«r,  it  is  stated  by  the 
exchange  banks  very  much  what  you  have  said  to-day, 
that  "  for  the  last  40  years  they  have  '  practically 
"  '  financed  the  whole  export  and  import  trad«  of  the 
"  •  country,'  while  the  Presidency  banks  have  devoted 
"  themselves  entirely  to  financing  the  internal  com- 
"  merce."  I  desire  to  call  your  attention  to  the 
comments  on  that  of  the  Grovemment  of  India.  They 
say,  •'  We  cannot  for  a  moment  admit  the  correctness 
"  of  this  assertion.  Though  the  Presidency  banks 
"  have  hitherto  been  prohibited  from  engaging  in 
"  exchange  operations  their  resources  (and  through 
"  them  the  resources  of  the  Government  also)  have 
"  been  freely  placed  at  the  disposal  of  all  sections  of 
"  the  commercial  community,  including  the  exchange 
"  banks  themselves  who  now  imply  that  they  have 
"  financed  the  whole  foreign  trade  with  their  own 
"  capital  exclusively."  Then  they  proceed  to  say, 
"  On  this  point  we  may  let  the  memorialists  speak  for 
"  themselves.  In  December  last  the  associated 
"  exchange  banks  deputed  two  representatives  (who 
"  are  among  the  signatories  of  this  memorial)  to  meet 
"  our  honourable  colleague  in  charge  of  the  Finance 
"  Department  and  to  urge  upon  the  Government  that 
"  any  loans  made  by  the  Government  should  be  made 
"  equally  to  the  exchange  and  to  the  Presidency  banks. 
"  When  it  was  intimated  that  the  Government  would 
"  be  unlikely  to  depart  from  their  past  practice  of 
"  giving  all  loans  thi-ough  the  Presidency  banks,  the 
"  deputation  asked  that  the  Presidency  banks  should 
"  not  be  permitted  to  pass  on  the  Government  money 
"  except  to  the  exchange  banks,  or  at  any  rate  that 
"  the  exchange  banks  should  have  the  first  call  on  it 
"  to  the  exclusion  of  local  banks  and  merchants, 
"  European  and  native.  A  few  weeks  later  the 
"  Government  were  suddenly  and  urgently  pressed 
"  by  the  managers  of  two  of  the  exchange  banks  to 
"  advance  Rs.  30  lakhs  to  the  Bank  of  Bombay"— this 
was  written  in  1900.  "  It  was  represented  that  unless 
"  the  money  was  forthcoming,  there  was  danger  of  a 
"  serious  commercial  crisis,  and  of  an  important 
'■  failure.      The   exchange    banks,   it    was   explained, 

*  See  Appendix  XV.,  page  407. 
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"  would  not  provioe  money  for  their  customers,  though 
"  money  could  be  obtained  in  a  few  hours  under  Act 
"  II.  of  1898,  because  they  objected  to  buying  tele- 
"  graphic  transfers  at  the  rate  at  which  your  Lordship 
"  was  then  selUhg.  Sooner  than  have  recourse  to  this 
"  means  of  obtaining  funds  they  frankly  preferred  to 
"  let  the  crisis  come.  Happily  the  crisis  was  averted, 
"  mainly,  'we  believe,  by  the  action  of  one  of  the 
"  Presidency  banks."  Tou  observe  that  in  that  para- 
graph the  Government  of  India  challenges  ah  initio  your 
claim  that  the  exchange  banks  have  successfully  and 
completely  financed  the  external  trade  of  India  ? — No 
other  body  of  people  have  financed  the  foreign  trade 
of  India.     Might  I  look  at  the  first  point  ? 

2649.  Certainly  (handing  letter  to  Mr.  Toomey)? — 
(After  reading.)  Neither  my  friend  nor  I  knew  any- 
thing at  all  about  this.  The  paragraph  says,  "  the 
"  associated  exchange  banks  deputed  two  representa- 
"  tives  (who  ai-e  among  the  signatories  of  thia 
"  memorial)  to  meet  our  honourable  colleague  in 
"  chaa-ge  of  the  Finance  Department,  and  to  urge  upon 
"  the  Government  that  any  loans  made  by  the  Govern- 
"  ment  should  be  made  equally  to  the  exchange  and 
"  to  the  Presidency  banks."  We  knew  nothing  about 
that  in  London  and  we  should  not  uphold  it. 

2650.  Sir  Shapurji  suggests  to  me  that  the  London 
offices  did  repudiate  that?— I  knew  nothing  about  it. 
(Mr.  Fraser.)  I  was  on  leave  at  the  time,  and  I  knew 
nothing  about  it. 

2651.  (Mr.  Gladstone.)  Tou  were  in  India  in  1900, 
were  you  not  ? — Not  at  that  time ;  I  did  not  go  out 
till  May  1900.  (Mr.  Toomey.)  I  was  not  in  India  then. 
We  certainly  knew  nothing  about  it,  and  we  certainly 
would  not  endorse  it. 

2652.  (Chairman,)  Now  look  at  the  last  sentence 
of  the  paragraph,  "  The  exchange  banks,  it  was 
"  explained,  would  not  provide  rdoney  for  their 
"  customers,  though  money  could  be  obtained  in  a  few 
"  hours  under  Act  II.  of  1898,  because  they  objected 
"  to  buying  telegraiphic  transfers  at  the  rate  at  which 
"  your  Lordship  was  then  selling"? — Before  that  it 
says,  "  When  it  was  intimated  thkt  the  Government 
"  would  be  unlikely  to  depart  from  their  past  practice 
"  of  giving  loans  through  the  Presidency  banks,  the 
"  deputation  asked  that  the  Presidency  banks  should 
"  not  be  permitted  to  pass  on  the  Government  money 
"  except  to  the  exchaiige  banks,  or  at  any  rate  that 
"  the  exchange  banks  should  have  the  first  call  on  it." 
We  know  nothing  about  that,  and  we  do  not  endorse  it. 

2653.  Will  you  just  look  again  at  the  last  sentence  ? 
— I  cannot  imagine  what  the  deputation  consisted  of. 
Certainly,  the  whole  thing  would  have  been  repudiated 
by  the  London  offices  of  the  banks  :  do  you  not  think 
so?     (Mr.  Fraser.)  Yes. 

2654.  I  pass  away  from  that.  Are  the  exchange 
banks  widely  represented  throughout  India? — (Mr. 
Toomey.)  They  are  fairly  well  represented.  We  have 
a  good  many  branches  up-country. 

2665.  In  those  branches  you  are  competing  with 
the  Presidency  banks,  are  you  not  ? — We  have  some 
branches  where  the  Presidency  banks  are  not  repre- 
sented. 

2656.  But  in  many  cases  you  would  be  in  compe- 
tition with  the  Presidency  banks? — To  some  extent. 
(Mr.  Fraser.)  As  far  as  the  Chartered  Bank  is 
concerned,  we  are  only  represented  in  two  up-country 
branches.  Our  main  object  in  going  to  Delhi  and 
Amzitsar,  the  only  two  points  at  which  we  are 
represented,  was  to  foster  our  Manchester  connection, 
which  is  part  of  our  exchange  business,  and  our  sales 
of  bar  gold,  which  also  we  consider  part  of  our 
exchange  business.  Both  Delhi  and  Amritsai-  are 
good  markets  for  gold.  (Mr.  Toomey.)  That  is 
practicaUy  what  we  are  there  for  too— financmg 
Manchester  business  chiefly. 

2657.  Then  you  do  not  consider  that  you  seriously 
compete  with  the  Presidency  banks  for  the  internal 
business  ?— No.  (Mr.  Fraser.)  As  far  as  the  Chartered 
Bank  is  concerned,  we  do  not  compete. 

2658.  I  was  asking  you  to  speak  generally  it  you 
could  ^—(Mr.  Toomey.)  Neither  of  us  compete. 

2659.  (Sir  James  Beghie.)  When  you  say  the  present 
system  of  selling  Council  drafts  is  admirably  adapted 


to  the  requirements  of  trade,  you  refer,  I  presume,  to 
foreign  trade  ? — Tes,  to  Indian  foreign  trade. 

2660.  Would  you  agree  that  the  export  trade  forms 
part  of  the  internal  trade  before  the  merchandise  which 
is  exported  passes  into  the  hands  of  the  exporters  ? — ^It 
is  internal  trade  until  it  becomes  export  trade. 

2661.  And  the  other  way  about  in  the  case  of 
imports — the  merchandise  imported  becomes  part  of 
the  internal  trade  after  it  is  taken  over  from  the 
importers  ?— It  becomes  internal  trade  then. 

2662.  So  that  the  internal  trade  includes  the  foreign 
trade  ? — They  are  interwoven. 

2663.  Is  it  not  included  ? — They  are  interwoven 
with  one  another. 

2664.  You  expressed  satisfaction  generally  with  the 
system  of  Council  bills  sales,  I  think  ? — Quite  so. 

2665.  But  that  was  from  the  point  of  view  of 
buyers  of  bills  ? — We  always  have  to  pay  full  rates  for 
them. 

2666.  When  you  expressed  thia  satisfaction  it  was 
not  from  the  Government  point  of  view,  but  it  was 
from  the  point  of  view  of  trade  and  your  own  trade  ? 
— We  do  not  see  any  system  that  could  be  worked 
better.  We  say  that  the  system  is  admirably  adapted 
to  the  requirements  of  trade,  that  the  sales  of  bills  are 
well  handled  and  in  fact  that  they  could  not  be  better 
sold.  We  always  have  to  pay  the  full  price  for  Council 
bills.  They  are  put  up  for  competition  every  week  and 
naturally  they  fetch  the  highest  prices. 

2667.  It'  does  not  matter  to  the  buyers  of  bills 
whether  the  sales  of  bills  are  made  against  the  Treasury 
balances  in  India,  or  against  the  Gold  Standard 
Reserve,  or  against  silver  purchases,  does  it  ? — It  does 
not  matter  really  to  us  what  accounts  are  debited 
with  the  amounts  of  these  Council  bills. 

2668.  You  hold,  I  understand,  that  a  proportion  of 
the  gold  belonging  to  the  Paper  Currency  Reserve 
should  be  kept  in  England  ? — Yes. 

2669.  Have  you  formed  any  opinion  as  to  the  extent 
of  the  proportion  that  should  be  held  here  ? — No,  we 
would  not  like  to  place  any  limit  on  it. 

2670.  Do  you  consider  that  there  is  any  danger  of 
the  withdrawal  of  a  portion  of  the  reserves  to  England 
affecting  the  credit  of  the  note  issue  in  India  ? — Do  you 
mean  a  f ui-ther  withdrawal  from  India  ? 

2671.  No;  any  withdrawal  of  the  gold  reserves  from 
the  paper  currency  department  ? — No  ;  we  think  that 
a  certain  amount  should  be  held  here,  and  then,  in  the 
event  of  an  adverse  season,  the  money  here  would  be 
available  to  meet  the  drafts  issued  by  the  Government 
of  India. 

2672.  The  reserve  is  intended  for  the  redemption  of 
the  note  issue,  is  it  not  ? — In  an  adverse  season  the 
notes  would  be  paid  in  to  the  Government  of  India, 
and  they  would  pay  out  gold  here  against  the  n6tes 
tendered  in  India. 

2673.  What  I  wanted  to  know  was  whether  yo>i 
think  there  is  any  danger  of  the  credit  of  the  note  issue 
being  affected  by  the  fact  that  a  part  of  the  reserves 
was  held  here  ? — I  do  not  think  so.  (Mr.  Fraser.)  It 
might  be  so  if  the  amount  held  here  was  excessive. 
Care  would  have  to  be  taken  to  see  that  the  amount 
of  gold  held  here  was  never  unduly  out  of  proportion 
to  the  total  note  circulation. 

2674.  But  you  would  not  say  what  proportion  ? 

I  would  hardly  care  to  say  at  present.     1  should  think 

think  the  amount  held  at  present  is  not  too  much it 

is  something  like  nine  crores,  I  think. 

2675.  Then  you  say  that  when  gold  is  available  in 
India  the  currency  note  department  should  in  normal 
times  be  prepared  to  pay  out  sovereigns  readily  against 
notes? — (Mr.  Toomey.)  Yes,  but  there  should  not  be 
any  obligation. 

2676.  I  am  not  quite  Sm*e  what  you   wish   us   to 

understand  by  the  expression  "  in  normal  times  "  ? 

I  think  if  the  Government  can  afford  to  give  us 
sovereigns  against  notes  they  should  do  so,  but  should 
not  accept  any  obligation  to  give  sovereigns  in 
exchange  for  silver  or  notes.  In  adverse  times,  of 
course,  the  gold  would  be  required  for  the  support  of 
exchange,  and  the  Government  might  then  see  the 
necessity  of  withdrawing  the  issue  of  gold  to  the 
people  in  the  country. 
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■2t77.  Take  the  present  time  for  example;  would 
you.  say  that  gold  should  be  issued  at  the  present 
time  with  exchange  below  par  ? — Tes,  I  see  no  reason 
why  gold  should  not  be  given  in  exchange  for  notes 
or  rupees.  The  Government  are  well  able  to  do  so, 
having  a  very  large  amount  of  gold  at  their  disposal. 

2fi7!>.  With  regiu-d  to  the  remarks  you  made  about 
the  Pi-esidency  banks,  you  told  us  that  the  Govei-nment 
of  India  with  the  approval  of  the  Secretary  of  State 
declined  to  grant  the  power  sought  by  the  Presidency 
banks.  I  do  not  know  whether  that  puts  the  correct 
interpretation  on  the  fact.  Is  it  not  the  case  that  the 
Government  of  India  proposed  that  the  power  sought 
by  the  Presidency  banks  should  be  given  and  the 
Secretary  of  State  vetoed  it  ? — I  accept  that. 

2679.  With  regard  to  what  you  say  about  a  State 
banJk,  it  is  a  little  difficult  to  discuss  the  matter, 
because  we  have  got  before  us  no  definite  proposals 
for  a  State  bank  if  there  is  to  be  one ;  but  is  it 
necessary  to  assume  that  it  would  be  a  banking 
monopoly  ? — I  do  not  see  that  it  could  be  otherwise. 
The  State  bank  would  have  the  advantage  of  all  the 
Government  money  at  their  disposal ;  they  would  pay 
nothing  for  that  money,  and  so  we  wovild  be  very 
considerably  handicapped. 

2680.  Ton  say  it  would  virtually  mean  the  estab- 
lishment so  far  as  the  exchange  banks  are  concerned  of 
a  banking  monopoly  ? — That  is,  if  they  got  exchange 
business,  they  would  drive  us  off  the  field  entirely. 

2681.  If  they  did  exchange  bank  business  freely 
without  any  restriction  ? — Or  at  all. 

2682.  Supposing  the  State  bank  was  authorised  to 
remit  the  amount  required  to  meet  the  home  charges 
only? — Do  you  mean  that  instead  of  selling  Council 
bills  here  they  should  buy  bills  in  India  ? 

,2683.  Yes  ?— What  biUs  would  they  buy  ? 

2684.  Bills  on  London  ?— What  bills  ? 

2685.  Merchants'  bills,  I  suppose? — Then  they 
would  drive  us  ofE  the  field. 

2686.  Would  they,  if  they  were  restricted  in 
amount  ? — If  they  bought  any  sterling  bills  at  all  they 
would  be  able  to  quote  lower  rates  than  we  could. 

2687.  But  only  to  that  extent  ? — It  would  ruin  the 
exchange  business  so  far  as  we  are  concerned. 

2688.  Tou  say  you  think  a  State  bank  would  not 
foster  the  extension  of  the  note  issue  so  well  as  the 
Government  treasuries  ;  is  it  not  the  case  that  banks 
are  usually  understood  to  be  able  to  foster  a  note  issue 
better  than  any  Government  department  ? — I  should 
not  think  that  would  be  the  case  in  India.  I  do  not 
think  the  State  bank  could  handle  the  note  issue 
at  all. 

2689.  If  you  gave  a  State  bank  an  interest  in  the 
extension  of  the  note  issue,  would  they  not  be  likely 
to  foster  it  then  ? — I  do  not  think  they  would  be 
capable  of  managing  the  paper  currency  department. 
It  would  take  the  State  bank  years  and  years  to  get 
into  the  position  that  the  currency  department  are  in 
now.  As  I  have  said,  there  would  probably  be  a  break- 
down in  the  currency  arrangements  which  might  be 
very  serious  indeed. 

2690.  (Sir  Shapurji  Broacha.)  You  have  both  been 
managers  for  a  very  long  time  in  India,  I  think  ? — I 
have  been  a  bank  manager  for  over  30  years. 

2691.  And  so  has  Mr.  Eraser  ?—(Jirr.  Fraser.)  17 
years. 

2692.  You  have  passed  most  of  your  time  in  India 
in  one  Presidency  or  the  other? — (Mr.  Toomey.)  I  have, 
(ilfc.  Fraser.)  I  have  been  in  Bombay  and  Calcutta. 

2693.  And  you  are  in  daily  connection  now  with 
India  through  your  branches  ? — [Mr.  Toomey.)  Yes. 
We  are  constantly  getting  telegrams  home  and  sending 
them  out. 

2694.  I  suppose  you  get  three  or  fom-  telegi-ams  a 
day  and  very  long  ones  too,  of  the  state  of  the  market 
and  so  on? — Yes.  We  are  thoroughly  acquainted 
with  every  move  in  India  in  exchanges. 

2695.  So  that,  so  far  as  practice  and  length  of 
experience  are  concerned,  you  can  give  an  opinion  on 
Indian  finance  which  will  be  as  good  as,  if  not  better 
than,  most  people's  ? — I  suppose  our  opinion  js  as  good 
as  the  opinion  of  other  people. 


2696.  And,  of  course,  the  opinion  you  give  will  be 
with  a  view  to  enhance  the  prosperity  of  India  ? — We 
are  desirous  that  the  prosperity  of  India  should  inci-ease.- 
(Mr.  Fraser.)  What  we  feel  is  that  our  interests  are 
intimately  bound  up  with  the  prosperity  of  India.  If 
India  is  prosperous,  the  banks  are  prosperous,  naturally. 

2697.  I  think  you  export  a  good  deal  of  gold  as 
merchandise? — (Mr.  Toomey.)  Yes,  we  are  regular 
shippers  of  bar  gold  to  India. 

2698.  Amounting,  would  you  say,  to  half-a-million 
or  three-quarters  of  a  million  a  month — I  am  speaking 
of  the  whole  of  the  exchange  banks  among  them- 
selves ? — I  will  give  you  the  figui-es.  Last  year,  1912, 
the  shipment  of  bar  gold  and  other  uncoined  gold 
amounted  to  9,466. COOL,  in  1911  it  amounted  to 
8,943,000Z.,  and  in  1910  the  figui-e  was  9,360,OOOZ. 

2699.  Supposing  there  were  a  mint,  that  gold  would 
not  go  into  the  mint,  would  it .'' — No. 

2700.  Do  you  know  of  any  gold  exported  from  a 
foreign  countiy  which  would  go  into  the  mint  ? — No. 

2701.  You  would  not  send  gold  on  your  own  account 
to  be  minted  there ." — No. 

2702.  The  sovereign  would  be  the  cheapest  foi'm  of 
gold  you  could  send  ? — Yes. 

2703.  Therefore,  I  suppose,  you  would  say  that  it 
would  be  a  wiiste  of  money  to  open  a  mint  for  gold  in 
Bombay  ? — Yes,  we  say  that  India  can  get  sovereigns 
now  cheaper  than  if  she  had  a  mint.  She  gets  the 
sovereigns  laid  down  in  India  free  of  cost ;  that  is  to 
say,  she  only  pays  l.s.  4d.  for  them,  whereas  we,  the 
banks  and  other  people,  pay  the  freight  and  charges. 

2704.  Bar  gold  goes  to  India  at  about  14  per  cent, 
above  the  sovereign,  taking  the  sovereign  at  15  rupees, 
because  it  has  to  pay  the  bank's  profit  and  the  other 
charges  for  exchange  purposes  ? — Yes. 

2705.  Again,  that  gold  is  divided  into  several 
chops,  and  some  bank's  chops  fetch  a  higher  price,  as 
much  as  a  sixteenth  higher  than  others  ? — Slightly 
higher  at  any  rate. 

2706.  Is  it  your  experience  that  India  has  sold 
gold  and  exported  gold  sometimes  in  famine  years  ? — 
It  has  done  that,  but  very  seldom.  (Mr.  Fraser.)  In 
Bombay,  as  I  think  you  know.  Sir  Shapurji,  as  well  as 
I  do,  in  the  famine  of  1894  and  1895  when  exchange 
fell  very  low,  India  sold  rather  a  large  amount  of  gold 
which  came  out  of  hoards.  Whether  that  was  due  to 
famine  conditions  or  to  the  very  low  value  of  the 
rupee  I  have  never  quite  made  up  my  mind,  but  the 
exchange  banks  did  at  that  time  export  large  quan- 
tities of  gold  from  India. 

2707.  To  England  ?— Yes. 

2708.  That  came  out  through  the  necessities  of  the 
people,  and  partly  perhaps  because  gold  had  gone  up 
to  something  lik^l2  or  15  per  cent,  con-esponding  to 
the  fall  of  silver?— That  is  so;  it  was  probably  a 
combination  of  those  two  causes. 

2709.  Would  you  say,  therefore,  that  famine  times 
are  the  only  times  when  Indian  gold  would  go  into  the 
mint?— (Jfr.  Toomey.)  Yes,  that  is  the  only  time. 
{Mr.  Fraser.)  Under  existing  conditions  any  shi-offi  in 
Bombay,  who  holds  a  lot  of  gold  ornaments  which 
he  may  have  collected  in  various  up-country  centres, 
can  take  those  ornaments  to  the  mint  and  they  will 
melt  them  and  give  him  the  gold  in  the  shape  of  a 
gold  bar.  which  he  can  take  away  and  immediately  sell 
to  any  exchange  bank.  Therefore,  the  mint  to  that 
extent  is  open  to  gold  at  the  present  moment. 

2710.  When  the  Secretary  of  "State  sells  at  Is.  3-||d. 

that  IS  not  breaking  the   par   of   exchange,  is  it? 

(Mr.  Toomey.)  No,  that  is  keeping  the  par. 

2711.  Supposing  there  were  30  millions  in  the  Gold 
Standard  Resei-ve,  how  much  of  that  would  you  like 
to  keep  in  liquid  gold  ?— We  would  not  like  to  name 
a  figure.  There  ought  to  be  a  fair  proportion  of  that 
m  liquid  gold. 

2712  What  would  you  call  a  fair  proportion- 
two  thirds  ?— If  you  must  have  a  figure,  I  should  say 
certainly  10  millions.  (Mr.  Fraser.)  I  prefer  15 
millions  myself. 

2713.  In  the  crisis  of  1907-8,  when  I  called  on  you 
to  ask  your  views,  do  you  remember  that  at  that 
time  you  asked  me  to  bring  to  the  notice  of  the 
Secretary  of  State  that  he  should  guarantee  exchange 
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at  Is.  id.,  as,  uud^r  pressure,  you  were  then  bringing 
all  available  funds  from  India  to  here  ? — It  is  hardly 
correct  to  say  we  were  bringing  all  available  funds. 
What  happened  was  that  merchants  used  to  remit 
and  we  could  not  get  exports  to  balance,  therefore 
not  being  philanthropists  we  had  to  fall  back  upon 
somebody. 

2714.  The  point  is  that  you  would  not  have  got  so 
much  funds  as  you  actually  got  if  you  had  not  that 
guarantee  ? — We  would  not  have  been  asked  for  that 
same  amount. 

2715.  Tour  idea  was,  let  us  get  the  funds  over  here, 
and  we  can  meet  the  loss  of  ^-th  afterwards — I  take  it 
that  that  is  what  was  in  your  mind  at  that  time  ?— 
{Mr.  Toomey.)  There  was  a  certain  hesitation  on  the 
part  of  the  Government  in  giving  us  drafts  on  London 
and  that  forced  exchange  below  Is.  3|f  d. 

2716.  That  brought  about  the  panicky  feeling. 
Why  should  you  not  have,  for  instance,  all  the  Gold 
Standard  Reserve  in  liquid  gold  ? — It  would  be  too 
expensive. 

2717.  Do  you  calculate  always  the  expense  of  a, 
thing  when  there  is  a  necessity  for  it  ? — I  think  we 
must  always  calculate  the  expense. 

2718.  Will  not  30  millions  or  40  millions  of  liquid 
gold  give  an  actual  security  when  short-dated  securities 
would  not  P — We  say  it  would  be  a  waste  of  interest. 

2719.  Is  that  your  only  argument  ? — ^It  would  be  an 
absolute  waste  of  interest. 

2720.  Are  you  not  wasting  much  more  money  in 
other  directions  which  you  could  do  without  if  you  got 
this  absolute  security  ? — ^It  would  be  throwing  money 
away  to  keep  it  all  in  gold. 

2721.  If  we  had  the  same  Army  and  Navy  that  we 
had  before  the  Boer  War,  or  at  the  time  of  the  Boer 
War,  we  might  have  paid  off  the  National  Debt  by 
now  ? — We  might  not  be  here  at  all. 

2722.  But  the  nation  did  not  consider  interest  in 
that  matter ;  it  wanted  absolute  security  ? — It  would 
be  an  absolute  waste  of  good  money  to  keep  all  that 
in  liquid  gold. 

2723.  Do  you  think  in  a  time  when  war,  panic  and 
crisis  all  come  jointly,  the  20  millions  of  short-dated 
securities  which  you  hold  -should  give  much  confidence  ? 
Would  there  not  be  the  fear  that  they  might  be 
cashed,  and  that  instead  of  giving  cash  to  the  market 
you  would  take  away  some  cash  from  the  market  ? — 
We  can  hardly  prepare  for  every  eventuality  that  may 
possibly  occur. 

2724.  Supposing  the  taxpayers  do  not  want 
interest,  what  would  you  say  to  that  ?  Would  it  be 
philanthropy,  or  that  they  had  no  sense,  or  what  i* — I 
do  not  think  India  should  throw  away  that  money. 

2725.  I  will  put  it  in  another  way  :  we  know  that 
there  is  very  little  gold  against  the  vast  commerce  of 
this  country — -in  fact,  the  two  are  not  commensurate  ? 
— That  is  so ;  the  fact  is  there  is  not  enough  gold  to 
go  round. 

2726.  Other  countries  are  losing  interest— France, 
Russia,  and  the  United  States  are  losing  interest. 
Have  they  less  sense  than  our  bankers  and  our  Govern- 
ment about  the  security  or  the  safety  that  gold  gives  ? 
— No.  No  doubt  they  have  got  immense  hoards  of  gold, 
but  it  is  doubtful  whether  it  is  necessary  for  India  to 
keep  all  her  gold  actually  liquid. 

2727.  Do  you  admit  that  India  has  more  power  to 
absorb  gold  than  most  commercial  countries  ? — ^Her 
capacity  for  absorbing  gold  is  very  remarkable. 

2728.  Is  not  India's  interest  combined  with  the 
interest  of  this  country  ? — Certainly. 

2729.  Supposing  India  is  allowed  to  collect  gold  in 
the  Gold  Standard  Reserve,  would  there  not  be  a 
further  security  to  the  Empire  in  a  time  of  crisis  ? — I 
am  not  disputing  the  fact  that  it  would  be  better  to 
have  the  whole  of  the  Gold  Standard  Reserve  in  actual 
gold,  but  at  the  same  time  I  do  not  advocate  that 
because,  as  I  say,  there  would  be  a  loss  of  interest. 

2730.  That  is  the  only  way  you  take  it  ."—That  is 

the  only  way  I  take  it.  , ,  ,     i.  , ,      o    tj.  ■ 

2731.  Of  course  liquid  gold  erould  be  better  if — ^it  is 

naturally  better. 

2732.  The  Bank  of  Germany  has  been  taking  away 
all  the  gold  that  comes  from  South  Africa,  and  they 
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have  taken  away  about  three  mUlions  in  the  last  four 
weeks ;  why  should  not  India,  if  she  is  willing  to  pay 
for  it  and  do  without  this  interest  for  her  own  safety  ? 
— ^If  she  wants  to  do  it,  let  her  do  it ;  I  do  not  want  to 
interfere  with  her. 

2733.  Do  you  not  think  that  about  two  millions 
more  in  cash  in  the  Bank  of  England  now  would  give 
a  little  fillip  to  the  rates  of  interest  in  the  market  ? — Do 
you  mean  two  millions  of  money  belonging  to  India  ? 

2734.  No ;  but  suppose  the  Bank  of  England  had 
two  or  three  millions  more  gold  from  South  Africa  ? 
— ^Certainly  that  would  be  a  relief  and  an  assistance  to 
this  market. 

2735.  Money  is  getting  dearer  every  day,  and  there 
is  a  great  cry  for  it,  is  there  not  ?  Are  you  not  afraid 
of  that  P — It  is  much  better  to  have  stronger  banking 
reserves  in  London,  I  admit. 

2736.  If  England  were  engaged  in  a  war,  would  it 
be  a  greater  help  to  you  if  the  Government  of  India 
had  20.  millions  in  securities  than  if  the  Government  of 
India  had  20  millions  in  liquid  gold  ?  Would  you  not 
rather  start  with  the  liquid  gold,  so  that  the  Secretary 
of  State  would  be  free  from  the  necessity  of  Jetting  the 
exchange  go  as  it  liked  ? — I  can  only  say  it  would  be  a 
vory  fine  thing  if  India  could  keep  all  that  Gold 
Standard  Reserve  in  gold. 

2737.  Would  it  not  be  better  than  securities  P — 
(Mr.  Fraser.)  One  might  almost  say  that  to  some  extent 
you  would  be  penalising  India  for  the  benefit  of  the 
Empire.     Of  course,  if  India  wishes  that,  let  her  do  it. 

2738.  India  has  petitioned  ;  India  has  said  to  the 
Secretary  of  State  in  Council  by  those  through  whom 
she  can  speak  that  the  people  of  India  want  gold  ? — 
(Mr.  Toomey.)  That  they  want  the  whole  of  the  Gold 
Standard  Reserve  to  be  in  actual  gold  ?  That  is  not 
the  widespread  voice  of  India,  surely  ? 

2739.  Do  you  not  know  that  the  Indian  Government 
asked  for  a  very  large  sum  in  liquid  gold  after  theu- 
experience  of  the  crisis  ? — All  the  same,  I  do  not  think 
there  is  any  widespread  wish  to  keep  the  whole  of  the 
Gold  Standard  Reserve  in  actual  gold.  If  there  is  that 
desire  we  should  raise  no  objection  to  it,  if  India  can 
afEord  to  throw  away  the  interest. 

2740.  There  was  about  20  millions  that  the 
Secretary  of  State  lent  in  this  country,  you  said  just 
now  ;  could  he  have  lent  that  money  in  India  ? — Nothing 
like  it. 

2741.  Then  of  course  if  it  had  been  sent  to  India  it 
would  have  been  lying  waste  there,  and  it  would  have 
created  an  actual  monetary  difficulty  in  the  market 
here,  because  the  withdrawing  of  20  millions  is  not  a 
small  afEair  ? — What  would  they  have  done  with  the 
20  millions  in  India  ? 

2742.  Nothing,  I  suppose  ? — ^Except  look  it  up. 

2743.  It  would  have  been  locked  up  and  wasted 
for  the  time  being ;  whereas  it  would  not  only  have 
earned  interest  over  here,  but  it  would  have  kept  the 
money  market  here  comparatively  easy  P — Yes. 

2744.  Is  it  not  the  case  that  all  the  world  likes  to 
keep  this  market  as  easy  as  they  possibly  can  afford  to 
do,  because  their  interests  are  very  much  dependent 
on  the  bank  rate  of  interest  and  the  London  money 
market  rate  of  interest  P — Yes,  I  follow  that. 

2745.  Suppose  the  London  money  market  is  easy, 
is  it  not  the  fact  that  there  would  be  more  buyers  of 
produce  in  other  countries  owing  to  the  cheapness  of 
money,  and  would  not  India  be  benefited  to  that 
extent  P — Indian  trade  will  not  increase  merely  because 
the  Bank  of  England  rate  is  rather  lower. 

2746.  If  the  money  market  is  cheap,  and  if  the 
bank  rate  is  lower,  is  it  not  the  case  that  there  are 
more  buyers  of  luxuries  and  more  buyers  of  produce 
from  India  than  when  the  bank  rate,  say,  is  7  per  cent., 
when  there  is  a  difficulty  to  discount  your  bills,  and 
when  there  would  be  a  direct  loss  to  India  because  she 
could  not  sell  her  produce  at  better  rates  P — With  a 
high  Bank  of  England  rate  the  merchant  in  India  has 
to  make  various  calculations  as  to  the  rate  at  which 
bills  can  be  discounted,  and  so  forth,  which  may  reduce 
the  price  slightly  of  local  produce ;  but  beyond  that 
there  would  be  no  contraction  of  trade. 

2747.  Would  there  not  follow  a  contraction  of 
trade  if  the  money  is  kept  here  and  if  the  money  here 
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is  dear  ?  Tou  would  not  be  very  prodigal  of  sending 
money  to  India  then,  and  that  would  create  an  export 
difficulty  to  a  certain  extent,  would  it  not  ? — The  trade 
of  India,  whatever  it  is,  must  go  on  whether  the  Bank 
rate  is  low  or  whether  the  Bank  rate  is  high. 

2748.  That  is  right ;  I  agree  that  it  must  go  on. 
But  take  wheat,  for  instance ;  if  it  is  only  worth  four 
rupees,  do  you  think  the  same  export  would  continue 
as  when  wheat  was  worth  five  rupees ;  do  you  think  it 
would  be  bought  to  the  same  extent  when  it  can  only 
be  financed  with  very  great  difficulty  as  it  would  when 
it  could  be  easily  financed  ? — I  cannot  conceive  of  any 
great  difference. 

2749.  It  is  no  benefit,  is  it,  to  make  an  artificial 
stringency  here  by  taking  away  money  to  India  which 
is  of  no  use  there  ? — Certainly  it  is '  no  use  taking 
money  away  from  us  and  putting  it  down  at  Bombay 
where  it  is  not  wanted.  The  lower  the  bank  rate  here 
the  better  it  is  for  the  Indian  merchant,  because  then 
he  is  able  to  sell  his  bills  at  a  better  rate  than  he 
would  otherwise. 

2750.  Tou  said  just  iiow  that  the  export  and 
import  trade  is  interwoven,  therefore  you  know  how 
the  Grovernment  of  India  can  give  facilities  by  lending 
money  during  the  export  season  as  they  do  here  ? — 
Yes.  There  is  no  reason  why  the  Government 
should  not  lend  its  surplus  balances  in  India. 

2751.  In  a  time  when  there  is  more  money  here  and 
less  in  India,  and  therefore  in  a  time  when  the  Govern- 
ment of  India  could  not  lend'for  the  benefit  of  India, 
do  you  think  the  Secretary  of  State  might  transfer 
some  funds  there  ? — There  is  no  reason  why  he  should 
not,  if  the  Government  happens  to  be  hard  up  in 
India.  At  the  same  time  there  is  a  very  limited  field 
for  lending  money  in  India.  (Mr.  Fraser.)  Outside  the 
Presidency  banks  there  could  be  no  large  borrowers 
with  the  security  that  woiild  be  required  by  the  Govern- 
ment of  India. 

2752.  "Would  the  proper  course  be  to  lend  through 
the  Presidency  banks  ?  —  We  would  concur  in  that 
view. 

2753.  At  a  lower  rate  of  interest  ? — They  must 
make  a  profit  for  the  risk. 

2754.  That  interest  should  be  automatically  lower 
than  the  bank  rate  as  long  as  the  money  is  used  through 
the  Presidency  banks  ? — {Mr.  Toomey.)  Quite  so. 

2755.  Does  it  make  any  difference  to  India  if  we 
keep  a  portion  of  the  gold  here  and  a  portion  of  the 
gold  there  ? — No,  I  think  not. 

2756.  There  is  sufficient  there  in  case  of  necessity  ? 
— Quite  so. 

2757.  Would  you  say  that  the  safest  place  for  the 
Gold  Standard  Reserve  is  England  ? — Tes. 

2758.  Because  you  could  make  no  use  of  it  in  India 
except  for  the  purposes  of  exchange  at  certain  times  ? 
—Quite  so.  It  should  be  kept  where  it  is  likely  to  be 
wanted,  which  is  London. 

2759.  Are  you  in  favour  of  the  Secretary  of  State 
guaranteeing  the  exchange  at  Is.  4d.  and  not  allowing 
it  to  go  below  the  parity  of  Is.  3||d.  ? — If  you  mean 
that  the  Secretary  of  State  should  intimate  that  he  will 
protect  exchange  under  all  circumstances,  yes. 

2760.  Do  you  think  there  is  a  redundancy  of  silver 
currency  in  India  now  ? — I  do  not  think  so.  As  I  have 
pointed  out,  sometimes  there  is  a  scarcity  of  rupees. 
I  have  some  tables  here  which  may  be  of  interest  to 
the  Commission.  We  instructed  our  branches  some 
time  ago  to  get  an  exact  account  of  their  receipts  and 
disbursements  of  currency  notes,  silver,  and  gold,  and 
I  have  the  information  summarised  here.  The  manager 
of  our  Calcutta  branch  reports  that  his  receipts  in- 
cluded 90  per  cent,  of  currency  notes,  9J  per  cent,  of 
rupees,  and  only  i  per  cent,  of  gold.  Those  are  his 
receipts  for  four  weeks. 

2761.  {Sii-  James  Begbie.)  What  were  the  dates  of 
those?— 10th  May,  17th  May,  24th  May,  and  31st 
May  ;  they  were  four  weekly  statements. 

2762.  This  year  l*- Tes. 

2763.  Is  this  a  branch  of  your  National  Bank  ? 
■  -Tes. 
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Bombay  reported*  : — 

Currency  notes 

Rupees     - 

Gold 
Madras  : — 

Currency  notes 

Rupees     - 

Gold 
Karachi : — 

Currency  notes 

Rupees 

Gold 
Delhi  :— 

CmTcncy  notes 

Rupees 

Gold 
Lahore  : — 

Currency  notes 

Rupees 

Gold 
Cawnpore  : — 

Currency  notes 

Rupees 

Gold 
Amritsar : — 

Currency  notes  61f         „ 

Rupees  -        -     201        „ 

Gold  17^ 

The  next  branch  on  my  list  is  Cochin,  and  it  is  a 
remarkable  fact  that  in  Cochin  gold  is  very  freely 
taken : — 

Currency  notes  were  only  -       4  per  cent. 

Rupees    -  13         „ 

Gold  ...  83        „ 

Then  at  Tuticorin,  which  is  quite  near  to  Cochin, 
you  have  this  extraordinary  difference,  that  the  notes 
represent  734  per  cent.,  the  rupees  254  per  cent.,  and 
the  gold  1  per  cent. 

2764.  (Sir  Shapurji  Broaeha.)  They  are  almost 
neighbours  in  regard  to  their  geographical  position, 
are  they  not  ? — Tes. 

2765.  (Ghairm%n.)  Can  you  give  any  explanation 
of  the  wide  discrepancy  between  those  two  neigh- 
bouring places  ? — It  is  impossible  to  say. 

2766.  There  is  nothing  in  the  nature  of  the  trade 
that  would  explain  it  p — No ;  I  think  it  is  more  in  the 
nature  of  the  native.  I  have  the  receipts  for  three 
other  branches  here ;  they  are — 

Chittagong : — 

Currency  notes  -       6^  per  cent. 

Rupees  .     93| 

Gold         -        -  .  A      „ 

Rangoon : — 

Currency  notes  -  91J-        „ 

Rupees  .  -  8-°- 

Gold  .        A3 

Mandalay : — 

CuiTcncy  notes  -  46f        „ 

Rupees  .  53^ 

Gold  -  .     nil 

One  thing  that  comes  out  rather  strongly  in  this 
table  is  the  small  amount  of  gold  wanted  in  the 
Presidency  towns  and  tha  large  percentage  wanted  at 
up-country  places. 

2767.  (Mr.  Keynes.)  Are  those  actual  amounts  or 
only  percentages  ?— They  are  percentages  that  I  have 
been  giving  you. 

2768.  (Mr.  Gladstone.)  Could  you  give  the  average 
percentage  of  the  whole? — The  average  of  the  per- 
centages of  the  whole  of  the  13  branches  I  have  given 
you  is,  currency  notes  62  per  cent.,  rupees  24  per  cent., 
and  gold  14  pei-  cent. 

2769.  (Sir  Robert  Chalmers.)  We  should  like  to  get 
the  figures  in  their  proper  perspective.  As  they  stand 
now,  one  branch  may  be  speaking  of  a  million  pounds 
and  another  of  a  hundred  thousand  pounds.  If  you 
would  imagine  that  the  actual  figures  from  each  branch 
were  separate  items  in  one  central  account,  and  if  you 
would  kindly  add  up  aU  the  gold  amounts  in  one  total, 
all  the  rupees  in  another,  and  all  the  notes  in  a  third, 
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and  ascertain  the  .percentages  of  those  three  totals,  ^ 
we  should  be  able  then  to  get  percentages  which  would 
be  adjusted  and  properly  weighted  ? — I  will  do  that* 

2770.  (Sir  Shapwrji  Broaeha.)  Now  in  regard  to  a 
State  bank,  the  Presidencies  are  very  jealous  of  the 
credit  of  their  merchants,  and  the  people  in  Calcutta 
might  not  do  justice  to  the  requirements  of  the  Bombay 
people,  but  imless  they  had  the  power  of  committing 
Bombay  there  could  be  no  central  government  ? — -That 
is  so. 

2771.  The  percentages  you  have  given  us  show  that 
although  gold  is  free  now,  it  is  not  used  much  in 
comparison  with  rupees  ? — That  is  so  in  the  Presidency 
towns  and  large  places. 

2772.  As  you  know,  all  the  trade  in  India  is  done 
in  cash,  and  I  think  they  are  short  of  rupee  coinage, 
although  they  prefer  rupees  ? — Very  often  they  are 
short  of  rupees. 

2773.  At  present,  I  think  there  is  only  half  a  rupee 
per  head  in  the  Cun-ency  Department  P — That  may 
be  so. 

2774.  That  is  very  little  for  the  people  of  India. 
Do  you  know  that  in  France,  even  in  the  Currency 
Department,  there  is  something  like  nine  rupees  a 
head  in  silver,  let  alone  gold,  and  that  in  Germany  it 
is  something  like  three  rupees  a  head ;  so  that  half  a 
rupee  per  head  in  the  Cun-ency  Department  in  India 
is  very  little  ? — Of  course,  India  is  a  very  much  poorer 
country,  or  rather  the  bulk  of  the  population  are  very 
poor. 

2775.  The  poorer  the  country  the  fewer  instru- 
ments of  credit  they  have,  and  therefore  they  require 
more  c^sh  to  circulate  among  them,  as  all  their 
transactions  are  much  more  on  a  cash  basis  .>' — Yes, 
that  is  so. 

2776.  (Mr.  Ketjnes.)  From  the  figures  you  have 
read  to  us  I  got  the  general  impression  that  where 
notes  were  not  much  used  both  nipees  and  gold  were 
used  more  than  elsewhei-e  ;  do  you  think  that 
sovereigns  in  the  Punjab  mainly  compete  with 
rupees  as  a  form  of  cun-ency  or  with  notes  ? — With 
rupees.     (Mr.  Fraser.)  I  agree  with  that. 

2777.  In  those  figm-es  you  gave  us  it  was  the  case, 
was  it  not,  that  where  the  gold  was  used  in  a  high 
percentage,  the  notes  were  used  in  a  low  percentage  ? 
— (Mr.  Toomey.)  In  some  places  where  there  is  a 
currency  office,  notes  are  freely  taken  ;  they  are  not  so 
freely  taken  where  there  is  no  currency  office. 

2778.  "Would  you  say  that  they  use  gold  in  the 
Punjab  a  good  deal  because  they  have  not  got  into  the 
habit  of  using  notes,  or  is  it  for  a  different  reason  ? — 
In  some  places  they  have  never  used  notes  to  any 
extent,  and  they  are  taking  sovereigns  now  in  place 
of  rupees. 

2779.  In  other  parts  of  the  country,  as  they  give 
up  rupees,  they  take  notes  instead  of  rupees  ? — Yes ; 
there  has  been  a  great  expansion  of  the  note  issue,  and 
one  reason  for  that  expansion  is  the  making  of  the 
10-rupee  note  universal. 

2780.  Would  you  prefer  that  the  rupees  should  be 
replaced  by  notes  as  they  have  been  in  Bengal,  or 
by  sovereigns  as  they  are  being  in  the  Punjab? — 
(Mr.  Fraser.)  I  should  not  say  that  notes  have  replaced 
rupees  in  Bengal.  The  whole  of  the  vast  jute  trade 
in  Bengal  is  practically  financed  in  rupees,  and  there 
is  very  little  object  in  sending  notes  to  Bengal  because 
they  do  not  want  them.  Then  the  rice  crop  in 
Burma  is  almost  entirely  financed  by  hard  cash. 

2781.  I  was  not  speaking  of  that,  but  I  noticed 
that  in  the  figures  Mr.  Toomey  gave,  Calcutta  had  a 
vei-y  high  percentage  of  notes  ?  —  That  refers  to 
Calcutta  as  a  town,  and  not  to  the  district. 

2782.  Is  that  a  more  desirable  tendency  than  the 
tendency  in  the  Punjab,  or  a  less  desirable  one?— I 
should  prefer  to  see  people  taking  notes  to  gold  or 
silver ;  do  you  not  agi-ee  ?  (Mr.  Toomey.)  Yes. 

2783.  Sir  Shapurji  asked  you  how  much  liquid  gold 
you  thought  there  ought  to  be  in  the  Gold  Standard 
Reserve,  and  you,  Mr.  Toomey,  I  think,  gave  10  miUions 
as  the  sort  of  figure  you  had  in  your  mmd,  and 
Mr.  Fraser  thought  about  15  millions  ?— That  is  so. 
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2784.  Are  those  figures  contingent  in  any  way  on 
the  amount  earmarked  in  the  Paper  CuiTcncy  Chest  ? 
— That  figui-e  was  given  on  the  present  figures  of  the 
Gold  Standard  Reserve. 

2785.  Was  it  on  the  assumption  that  there  were 
about  six  millions  in  the  Paper  Currency  Chest  ? — Are 
you  talking  about  the  Paper  Cun-ency  Reserve  along 
with  the  Gold  Standard  Reserve  just  now  ? 

2786.  I  am  asking  you  whether  you  made  any 
assumption  as  to  the  amount  held  in  London  in  the 
Paper  Currency  Chest  when  you  gave  10  miUions  as 
the  right  figure  for  the  Gold  Standard  Reserve  ? — No. 
We  took  the  Gold  Standard  Reserve  as  a  separate 
thing,  and  said  that  there  ought  to  be  10  millions  out 
of  the  present  holding  in  the  Gold  Standard  Reserve. 

2787.  You  think  that  figure  is  entirely  independent 
of  the  amount  of  gold  held  elsewhere  ? — Yes ;  we  do 
not  take  other  figures  into  account. 

2788.  Even  if  the  Secretary  of  State  held  10  millions 
in  liquid  gold  in  the  Paper  Cui-rency  Chest,  would  you 
still  think  that  he  ought  to  hold  10  millions  in  the 
Gold  Standard  Resei-ve? — What  we  say  is  that  the 
Gold  Standard  Reserve  amoimts  to  about  22  millions 
stei-ling,  and  out  of  that  there  ought  to  be  at  least 
10  millions  sterling  held  in  actual  gold  ;  Mr.  Fraser 
says  15  millions. 

2789.  Bat  why  ? — Because  we  want  to  see  the 
Gold  Standard  Reserve  absolutely  strong. 

2790.  I  suppose  your  object  would  be  in  order  that 
the  Secretary  of  State  should  have  liquid  resources 
that  he  could  put  his  hand  on ;  or  would  you  have  any 
other  reason  ?  If  he  has  other  liquid  resoux-oes,  would 
not  the  amount  wanted  in  this  particular  reserve  be  less  ? 
— (Mr.  Fraser.)  The  point  in  connection  with  the  gold 
in  the  Paper  Currency  Resei-ve  is  this — that  it  is  not 
earmarked,  and  that  it  would  have  a  tendency,  as  it 
lias  at  the  present  moment,  to  dribble  quietly  away. 

2791.  I  am  speaking  of  the  gold  in  the  Paper 
Currency  Chest  in  London  ? — If  you  lay  down  a  i-ule 
that  you  are  going  to  have  a  certain  amount  of  gold 
in  the  Paper  0\u-reucy  Chest  in  London,  you  could,  of 
course,  take  that  into  consideration  in  gauging  the 
amount  you  would  have  in  youi-  Gold  Standard 
Reserve,  and  to  that  extent  you  could  bring  the  two 
together. 

2792.  When  you  gave  15  millions  as  the  right 
figure  for  the  Gold  Standai-d  Reserve,  were  you 
assuming  that  about  the  present  amount,  namely, 
six  millions,  would  be  held  in  London  in  the  Paper 
Currency  Chest  ? — Yes. 

2793.  If  that  was  inci-eased,  then  you  would  not 
want  so  much  in  the  Gold  Standard  Reserve  ? — 
(Mr.  Toomey.)  The  amount  in  the  Paper  Cun-ency 
Reserve  in  London  is  a  fluctuating  quantity.  (Mr. 
Fraser.)  It  is  merely  the  first  line  of  defence  in  the 
matter  of  exchange  as  it  stands  at  present,  but  it  is 
only  the  first  line  of  defence  really  as  long  as  it  remains 
in  London,  because  whenever  it  is  in  India  it  has  a 
tendency  to  dribble  away,  and  it  is  usually  not  there 
when  it  is  wanted. 

2794.  If  the  policy  was  followed  of  having  a  good 
deal  of  gold  ia  that  reserve  in  London,  would  that 
influence  your  opinion  of  the  amount  that  ought  to  be 
held  in  liquid  f oi-m  or  in  the  most  liquid  form  in  the 
Gold  Standard  Reserve  ? — To  some  extent,  yes.  You 
can  never  have  a  large  amount  here  because,  as  Sir 
James  Begbie  brought  out,  if  you  have  an  excess 
amount  of  gold  here  against  your  note  issue  in  India, 
then  you  run  the  danger  that  you  cannot  redeem  your 
notes,  because  you  have  your  reserve  in  London,  while 
your  liability  is  in  India.  Therefore,  the  amount  at 
which  you  can  place  youi-  gold  in  London  against  yom- 
notes  must  always  be  limited  in  my  opinion. 

2795.  But  it  might  be  somewhat  larger  than  it  is 
now  ? — It  might  be,  but  that  is  a  point  which  would 
have  to  be  gone  into  very  carefully,  and  I  should  think 
the  Government  of  India's  Currency  Note  Department 
would  be  very  well  able  to  form  an  accurate  opinion  as 
to  how  much  could  be  done  with  safety. 

2796.  If  it  were  foimd  to  be  safe  to  have  a  cer- 
tain amount  of  gold  in  London,  would  you  say  then 
that  that  amount  ought  to  be  taken  into  account  in 
fixing    the    amoimt  of    gold  in  the   Gold   Standard 
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Resei-ve  ? — You  should  certainly  make  allowances  for 
it.  As  soon  as  it  began  to  disappear,  then  it  would 
be  about  time  to  begin  selling  your  securities,  I  should 
think. 

2797.  In  the  coui-se  of  youi-  evidence  you  have 
suggested  that  the  Government  of  India  should  lend 
money  in  India  to  the  Presidency  banks? — (Mr.  Toomey.) 
Yes. 

2798.  In  1900,  when  thei-e  was  a  suggestion  of  that, 
the  exchange  banks  put  in  a  claim  to  have  a  certain 
share  of  that  money  ? — They  did. 

2799.  But  you  do  not  endorse  that  ? — [Mr.  Fraser.) 
We  do  not  endorse  it.  (Mr.  Toomey.)  We  say  the 
money  should  be  lent  to  the  Presidency  banks  only. 
If  we  want  money  we  should  apply  to  the  Presidency 
banks,  and  they  could  make  then- 1  per  cent,  or  whatever 
it  was  out  of  it.  (Mr.  Fntse)-.)  We  have  no  grievance 
against  the  Presidency  banks  as  lendei-s ;  we  have 
always  found  them  reasonable.  I  speak  from  my  own 
experience.     {Mr.  Toomey.)  I  say  the  same  thing. 

2800.  I  only  wanted  to  get  that  point  plain,  that 
you  did  mean  us  to  infer  from  your  answer  that  the 
exchange  banks  were  making  no  claim  to  have  money 
lent  to  them  in  India  dii-ect  y — No,  they  make  no  such 
claim.  (Mr.  Fraser.)  I  might  say  that  the  manager  of 
one  of  the  foreign  banks  in  London,  in  wi-iting  a 
pei-sonal  note  to  myself  on  our  evidence  as  detailed  in 
oui-  memoi-andum,  said  that  he  thought  the  Secretaiy 
of  State's  approved  list  might  be  enlarged  so  as  to 
bi-ing  some  of  the  foreign  banks  into  it,  provided  the 
foreign  banks  could  put  down  the  security  asked  for. 
I  merely  thought  it  right  to  mention  that. 

2801.  That  was  refeiiing  to  the  approved  list  for 
loans  in  London  ? — For  loans  in  London  only. 

2802.  (Lm-d  Faber.)  You  have  told  us,  I  think,  that 
it  is  not  always  easy  to  change  gold  into  rupees  ? — 
(Mr.  Toomey.)  I  gave  you  one  instance  of  that  at  Delhi. 

2803.  Can  you  always  do  the  converse — change 
rupees  into  gold  ? — -There  is  no  obligation  on  the  part 
of  the  Government  of  India  to  give  gold  out  in  exchange 
for  rupees.  At  present  the  people  of  the  country  can 
tender  rupees  and  get  gold,  but  I  do  not  think  it  would 
be  advisable  for  the  Government  of  Tudia^  to  enter  into 
any  obligation  of  that  character ;  you  would  get  on  to 
a  gold  currency  at  once. 

2804.  With  regard  to  exchange,  am  I  right  in 
thinking  that  if  the  balance  of  trade  is  in  favoui-  of 
India  then  England  must  pay  that  balance  by  buying 
Government  bills  or  by  exporting  gold  ? — Practically. 

2805.  Is  the  balance  of  trade  generally  in  favoui- 
of  India  as  against  the  world  ? — Yes. 

2806.  India  has  a  credit  account  ? — It  is  generally 
in  favour  of  India,  except  at  such  times  as  when  we 
have  a  famine. 

2807.  Like  England  India  is  a  creditor  country  and 
not  a  debtor  country  ? — It  is  a  creditor  country. 

2808.  You  will  agree  with  me,  I  think,  under  those 
cii-cumstances  in  thinking  that  India  will  not  want  as 
much  gold,  being  a  creditor  country,  as  it  would  if  it 
were  a  debtor  country,  because  the  ultimate  balance 
of  foreign  trade  has  to  be  settled  in  gold  ? — That  is  so. 
If  India  was  not  so  successful  she  would  take  less  in 
the  form  of  remittances. 

2809.  (Mr.  Keynes.)  I  come  now  to  the  question  of 
the  proposal  for  a  State  bank.  You  stated  in  youi- 
evidence  that  the  establishment  of  such  a  bank  would 
result  in  a  banking  monopoly ;  do  you  mean  by  that 
that  the  exchange  banks  would  he  almost  di-iven  out  of 
existence  ? — They  would. 

2810.  Would  your  objections  be  met  to  any 
appreciable  extent  if  the  State  bank  were  precluded 
from  accepting  deposits  in  London — outside  India  ? — 
(Mr.  Fraser.)  That  would  not  help.  (Mr.  Toomey.) 
No,  that  would  not  help  the  situation  at  all. 
(Mr.  Fraser.)  I  do  not  think  the  central  bank  would 
ever  come  here  for  deposits.  Om-  deposits  in  London 
are  not  such  an  all  important  item  in  our  business,  and 
I  do  not  think  they  would  come  here  and  compete. 

2811.  Am  I  to  understand  then  that  the  exchange 
banks  do  not  regard  it  as  an  impoi-tant  part  of  their 
business  to  attract  funds  in  London  and  use  them  in 
India   for  financing   trade? — (Mr.   Toomey.)  We  take 


''deposits  in  London,  and  we  certainly  look  upon  that 
as  an  impoi-tant  factor  in  our  business. 

2812  That  part  of  youi-  business  would  be  lett 
untouched  ?— Yes,  but  it  is  not  such  a  very  lai-ge  item 
(Mr  Fraser.)  The  question,  of  course,  is  a  central 
bank  with  power  to  boiTOW  in  London.  The  assump- 
tion is  that  they  would  either  ofEer  the  same  rate  as 
we  do  or  a  better  rate,  and  the  chances  are  that  they 
would  ofEer  a  better  rate  than  the  exchange  banks 
in  aU  probabiUty,  having  regard  to  the  fact  that 
they  have  the  backing  of  the  Government. 

2813.  If  the  State  bank  were  precluded  fi-om 
attracting  deposits  outside  India  would  that  remove 
your  objection?— (-Ifr.  Toomey.)  No,  not  at  aU.  (Mr. 
Fraser.)  Certainly  not. 

2814.  Your  reason  for  this  answer  is  that  that  part 
of  your  business,  namely,  attracting  funds  in  London 
for  financing  Indian  trade,  is  not  an  important  part  of 
your  business ;  is  that  it  ? — (Mr.  Toomey.)  We  say  that 
if  the  State  bank  had  a  London  office  and  did  exchange 
business  we  would  be  driven  ofE  the  field. 

2815.  I  understand  you  to  say  that,  and  I  am 
trying  to  get  at  your  reasons  for  saying  it.  I  have 
pointed  out  one  part  of  your  business  which  would  be 
unafEected,  and  I  understand  your  answer  to  be  that 
that  is  not  an  important  part  ? — The  London  deposits 
are  not  so  very  important. 

2816.  (Chairman.)  In  speaking  of  London  deposits, 
do  you  mean  English  money  or  United  Kingdom 
money  ? — Yes. 

2817.  (Mr.  Keynes.)  You  would,  therefore,  lay  no 
stress  upon  the  claim  which  has  sometimes  been  made 
by  the  exchange  banks  that  they  play  a  most  important 
part  in  finajicing  Indian  trade  by  attracting  funds  in 
London  for  that  purpose  ? — We  do  not  make  a  point  of 
that. 

2818.  Suppose  that  the  State  bank  were  limited  in 
its  dealings  .in  exchange  to  remitting  about  the  amount 
the  Secretai-y  of  State  requii-ed,  say,  25  millions  a  year, 
would  that  modify  your  objections  ? — ^It  would  not 
modify  our  objections  in  the  slightest  degree.  If  they 
were  allowed  to  operate  in  exchange  at  all,  the  results 
to  the  exchange  banks'  business  would  be  very  serious. 

2819.  If  they  remitted  merely  the  balance  of  trade, 
that  would  only  be  a  fraction  of  the  total  trade — shall 
we  say  one-fifth  ? — If  they  were  quoting  rates  of 
exchange,  they  would  be  able  to  quote  much  better 
rates  than  exchange  banks  could. 

2820.  Why  should  they  wish  to  do  so?  They 
would  probably  wish  to  remit  money  to  England  at  as 
favourable  a  i-ate  to  themselves  as  they  could  ? — If 
they  were  to  enter  the  exchange  market  it  would  be 
practically  all  up  with  our  business. 

2821.  I  do  not  understand  why  you  assume  that 
they  would  force  the  rate  of  exchange  down  ? — They 
would  have  to  quote  better  rates  than  the  exchange 
banks,  and  we  would  have  to  sit  out. 

2822.  Would  they  affect  you  more  than  the 
establishment  of  a  new  exchange  bank,  which  attracted, 
say,  one-fifth  of  the  business  ? — We  do  not  object  to 
other  banks  starting,  if  they  have  got  to  start  on  the 
same  footing  as  ourselves. 

2823.  Would  you  be  wiped  out  by  a  bank  which 
was  restricted  to  doing  no  more  than  one-fifth  of  the 
business  ." — One-fifth  of  what  business  ? 

2824.  One-fifth  of  the  remittance  business  ? — If  a 
new  bank  were  to  start  in  the  same  way  as  we  have 
had  to  start,  they  could  only  quote  about  the  same 
i-ates  as  we  do,  and  they  could  not  cut  under  our  rates ; 
but  a  State  bank  could  do  business  with  no  profit  at  all. 
(Mr.  Fraser.)  We  have  a  very  good  Ulustration  of  that 
in  the  Reichsbank  in  Gei-many.  When  the  Eeichsbank 
wants  to  influence  exchange  it  is  not  a  matter  of  profit 
or  loss  ;  they  operate,  and  the  other  banks  stand  still 
and  look  on. 

2825.  That  is,  when  they  vrish  to  attract  gold.?— It 
would  be  the  same  thing  with  a  State  bank  in  India. 
When  the  Secretary  of  State  wanted  remittances  from 
the  Government  of  India,  the  State  Bank  would  go  on 
remitting  to  him,  and  we  should  not  be  able  to  enter 
the  market  and  buy  because  it  would  not  be  a  question 
of  profit  with  the  State  bank. 
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2826.  At  present  the  Secretary  of  State  stands  out 
for  as  good  a  rate  as  he  can  get,  does  he  not  ? — -We  do 
not  admit  that.     He  takes  the  market  rate. 

2827.  He  does  not  undercut  the  market  rate ;  he 
does  not  ruin  the  market  ? — Certainly  not. 

2828.  Why  should  a  State  bank  act  very  differently, 
and  have  a  very  different  effect  on  the  market,  from 
the  Secretary  of  State,  supposing  it  were  remitting  to 
the  same  amount  ? — The  central  bank  would  have  to 
operate  in  India,  and  they  would  have  to  undercut  and 
reduce  rates  until,  we  argue,  there  would  he  no  profit 
left  in  exchange  and  we  would  have  to  go  out,  because 
there  would  be  nothing  left  for  us.  Tou  can  only  work 
an  exchange  business  to  make  a  small  profit — ^the 
profit  is  small,  and  it  is  the  turnover  that  makes  the 
money.  If  that  profit  disappears,  and  you  have  not 
got  anything  to  work  for,  you  would  naturally  go. 

2829.  The  State  bank  would  have  to  offer  a  rate 
which  would  enable  it  to  get  25  millions'  worth  of  bilh 
in  the  course  of  the  year  ? — Yes. 

2830.  For  getting  those  bills  it  would  want  as  high 
a  rate  as  it  could  get  ?^Mr.  Toomey.)  They  would  not 
bother  about  any  particular  profit.  {Mr.  Fraser.)  They 
are  working  with  funds  that  cost  them  nothing  to  start 
with. 

2831.  Tour  view  is  that  the  State  bank  would  not 
work  for  a  profit  and  so  would  ruin  your  business  ? — 
Would  ruin  our  business  by  undercutting. 

2832.  I  think  I  understand  youi*  opinion  now.  The 
arguments  against  the  State  bank  given  in  your 
memorandum  do  not  touch,  I  think,  all  the  points 
which  might  be  raised  in  favour  of  a  State  bank  by 
an  advocate  of  such  an  institution,  and  I  want  to  put 
to  you  one  or  two  of  the  other  arguments  which  might 
be  used  in  favour  of  a  State  bank,  and  ask  you  what 
your  feeling  would  be  in  regard  to  those  arguments. 
The  first  point  is  iu  regard  to  G-ovemment  balances. 
This  year,  during  the  earlier  part  of  the  year,  the 
Government  had  in  its  reserve  treasuries  something 
like  seven  millions  apart  from  large  sums  in  other 
treasuries ;  it  has  been  held  that  while  it  might  lend  a 
small  part  of  that  to  the  Presidency  banks  it  could  not 
lend  to  private  institutions  any  very  large  part  of  the 
seven  millions  F — {Mr.  Toomey.)  They  would  not  be 
called  upon  to  lend  any  very  large  sums  ;  the  securities 
do  not  exist. 

2833.  The  point  is  that  they  could  only  lend  to 
private  institutions  on  security  .'* — Quite  so. 

2834.  The  private  institutions  could  not  offer  much 
security  of  a  suitable  amount,  and  therefore  there  is  a 
strict  limit  to  the  amount  that  they  could  lend  to  the 
private  institutions  r* — Tes. 

2835.  If  there  were  a  State  bank  those  difficulties 
would  be  somewhat  removed,  and  instead  of  having 
the  independent  Treasury  system,  they  could  then 
pass  not  the  whole  but  a  very  much  larger  part 
of  then-  balances  into  the  hands  of  the  bank  ?  — 
{Mr.  Fraser.)  To  be  lent  on  what  —  on  general 
business  ? 

2836.  To  be  lent  on  general  business? — Without 
restriction  ? 

2837.  I  do  not  say  without  restriction  ? — I  should 
be  sorry  to  think  that  the  G-ovemment  of  India's 
balances  would  be  lent  out  without  very  drastic 
restriction. 

2838.  I  am  putting  this  point,  that  in  nearly  all 
the  countries  of  the  world  the  Government  has  a 
banker  ? — That  .is  so. 

2839.  That  is  to  say,  there  is  a  State  banker  with 
which  it  leaves  nearly  all  its  money ;  in  India  that  is 
not  possible  because  there  is  no  State  bank  ?— We  of 
course  argue  that  geographically  the  country  is  not 
suited  to  a  State  bank,  and  it  never  can  have  one. 

2840.  {Sir  Robert  Chalmers.)  In  the  Presidency 
banks  may  it  not  be  said  to  have  State  banks  already  ? 

{Mr.  Toomey.)  We  say  that  India  has  got  practically 

three  State  banks  already. 

2841.  {Mr.  Keynes.)  But  being  private  institutions, 
they  cannot  receive  moi-e  than  a  small  amount  of 
Government  money.  Do  you  think  it  would  be  pro 
tanto  an  advantage  in  a  State  bank  that  more  Govern- 
ment money  could  be  placed  with  it  ?— Do  you  mean 
it  would  be  a  greater  advantage  if  the  Government 


placed    larger    sums    with    the    existing    Presidency 
banks  ? 

2842.  It  would  be  an  advantage  if  they  could;  but 
they  cannot,  because  these  Presidency  banks  are 
private  institutions  ? — {Mr.  Fraser.)  We  suggest  that 
one  way  of  getting  over  the  difficulty  is  to  lend  the 
Government  funds  beyond  the  agreed-upon  amounts 
to  the  Presidency  banks  against  seciu-ity. 

2843.  But,  on  the  other  hand,  I  gather  from  you 
that  the  amount  of  such  security  forthcoming  is 
small? — The  Presidency  banks  can  always  put  down, 
I  should  think,  as  much  as  they  want  in  that  respect. 

2844.  Do  you  think,  therefore,  that  large  sums 
could  be  lent  against  security  to  the  Presidency 
banks  ? — I  should  think  the  position  of  the  Presidency 
banks  is  such  that  they  could  always  borrow  on 
security  all  they  could  reasonably  require. 

2845.  Five  millions  ? — I  should  not  like  to  say 
what  the  actual  figure  was ;  but  I  should  not  think 
India  is  ever  likely  to  want  five  millions.  We  do  not 
admit  that  there  is  a  need  for  further  banking  facilities 
in  India.  As  a  matter  of  fact,  for  a  large  portion  of  the 
year  we  cannot  use  our  money  there ;  at  the  present 
moment  the  Bank  of  Bengal  rate  is  4  per  cent,  and 
we  cannot  get  2  per  cent,  in  Calcutta  for  call  money, 
or  even  IJ  per  cent,  there. 

2846.  Do  you  think  it  would  be  an  advantage  if  in 
the  busy  season  more  money  was  available  in  India  ? — ■ 
I  think  it  would  be,  but  then  it  would  not  be  such  a 
very  large  amount  that  would  be  required.  I  should 
think  that  two  or  three  crores  more  on  the  Indian 
money  market  would  mean  the  difference  between 
poverty  and  the  other  thing.  The  very  suggestion 
that  you  were  going  to  lend  two  or  three  crores  would 
bring  out  the  Shroff's  money  and  other  money,  and 
that  would  relieve  the  stringency. 

2847.  Do  you  think  that  if  two  or  three  ci'ores  of 
rupees  were  lent  the  high  bank  rate  in  the  busy  season 
would  disappear  ? — I  should  think  so.  {Mr.  Toomey.) 
Two  or  three  crores  will  go  a  long  way  towards  making 
the  market  easy. 

2848.  Tom-  estimate  seems  optimistic  ?  —  {Mr. 
Fraser.)  We  speak  from  practical  experience.  We 
cannot  employ  our  money  now  in  India  at  a  profit ;  it 
is  simply  lying  idle.  Tou  will  understand  that,  when 
you  consider  that  the  mills  in  Bombay  can  get  money 
all  the  year  round,  and  have  got  it,  for  4^  per  cent,  per 
annum. 

2849.  Would  they  not  be  prepared  to  do  that  here 
for  the  whole  year  round  ?  —  No ;  the  Manchester 
mills  cannot  get  it  on  the  same  security. 

2850.  I  was  not,  however,  speaking  of  all  the  year ; 
I  was  speaking  of  three  months,  the  busy  season  ? — 
Money  at  that  time  runs  up  and  a  very  large  number 
of  merchants  make  special  terms,  so  the  rate  is  not 
regulated  by  the  bank  rate. 

2851.  Am  I  to  understand  that  a  sum  of  two  millions 
sterling  lent  during  the  busy  season  would  be  sufficient 
to  prevent  the  Indian  bank  rate  from  rising  to  any 
high  level? — It  is  difficult  to  state  definitely  that  it 
would,  but  I  should  think,  judging  by  the  experience 
of  the  past,  that  two  to  three  crores  of  rupees  would 
make  a  great  deal  of  difference.  The  past  season  has 
been  an  exceptional  one,  and  there  has  been  a  lock-up 
of  money  in  Bombay  in  opium,  and  a  very  large  lock-up. 
{Mr.  Toomey.)  And  in  cotton  too.  {Mr.  Fraser.)  And 
in  cotton,  because  cotton  did  not  go  forwai-d  owing 
to  difficulties  on  the  Continent.  These  two  factors 
have  very  largely  contributed  to  the  present  position. 
There  is  also  a  considerable  amount  locked  up  at 
the  moment  in  yarn.  Therefore,  although  there 
has  been  rather  a  high  rate  this  year,  which  was  more 
stringent  in  Bombay  than  in  Calcutta,  there  is  no 
reason  to  suppose  that  is  going  to  occur  next  season. 
The  tendency  before  that  was  for  money  in  India  to 
come  down  steadily  in  value,  and  I  think  Su-  Shapurji 
will  confirm  my  view  that  money  will  tend  to  become 
cheaper  year  by  year  in  India. 

2852.  {Chairman.)  But  it  runs  up  to  7  per  cent,  or 
8  per  cent,  in  the  busy  season  ? — {Mr.  Toomey.)  It  has 
not  been  above  8  per  cent,  for  the  last  five  years. 

2853.  When  you  say  three  crores  would  make  a 
considerable  difference — I  do  not  want  to  make  you 
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speak  with  more  confidence  than  you  feel — do  you 
mean  it  would  prohably  keep  the  rate  from  going  above 
6  per  cent.  ? — {Mr.  Fraser.)  I  should  hardly  like 
to  say  that,  but  I  think  it  would  mean  all  the 
difference  between  stringency  and  the  other  thing.  I 
think  a  6  per  cent,  rate  in  India  is  not  at  all  burden- 
some to  anybody. 

2854.  {Mr.  Keynes.)  Do  I  gather  you  would  feel 
there  would  be  no  advantage  in  a  State  bank  if  it  had 
the  effect  of  lowering  the  rate  of  interest  in  India 
below  6  per  cent,  in  the  busy  season  ? — {Mr.  Toomey.) 
I  think  there  are  very  few  complaints  in  India  as 
to  a  bank  rate  of  7  or  8  per  cent.  At  that  time  the 
merchants  are  all  making  money  and  they  do  not 
complain  of  these  rates. 

2855.  Would  you  say  a  7  or  8  per  cent,  bank  rate 
would  help  you  ? — It  does  not  hurt  anybody. 

2856.  It  does  not  hurt  anybody  ? — Not  for  the  two 
or  three  months.  {Mr.  Fraser.)  If  you  make  money 
very  cheap  the  native  hangs  on  to  his  produce  and 
speculates  on  his  produce,  and  I  do  not  think  the 
merchant  or  exporter  would  thank  you  very  much  for 
that. 

2857.  The  arguments  which  I  suggest  to  prove  that 
the  existence  of  a  State  bank  might  have  the  effect 
of  lowering  the  bank  rate  do  not  impress  you  very 
much  because  you  do  not  regard  it  as  an  object  to 
reduce  the  bank  rate  ? — {Mr.  Toomey.)  We  do  not  like 
to  see  money  too  tight,  of  course,  but  we  do  not  look 
upon  a  bank  rate  of  7  per  cent,  as  out  of  the  way 
in  the  busy  season.  {Mr.  Fraser.)  One  would  not 
object  if  the  bank  i-ate  never  went  over  6. 

2858.  I  go  now  to  a  point  connected  with  this,  but 
rather  different.  In  the  past  there  have  often  been 
banking  crises  in  India,  but  not  within  thfr  last  ten 
years,  I  think  ? —  {Mr.  Toomey.)  Was  there  any 
banking  crisis  ten  years  ago  ? 

2859.  There  has  not  been  a  crisis  for  at  least  ten 
years  or  more  ? — Not  for  a  good  many  years. 

2860.  Within  the  last  ten  years  there  has  been  an 
es-traordinary  growth  of  deposit  banking  in  India  ? — 
Tes,  and  the  resources  of  the  exchange  banks  have 
steadily  grown. 

2861.  The  figures  published  in  the  official  statistics 
are  that  the  Indian  deposits  of  the  exchange  banks  in 
1901  were  7,900,0001.  and  in  1910  16,200.000Z.  ?— There 
Las  been  a  steady  growth  of  deposits. 

2862.  Their  cash  resources  in  that  same  period 
increasedfrom  2,200,000Z.  to  2,900,000Z.  ?— Those  figures 
do  not  explain  everything. 

2863.  I  should  be  much  obliged  if  you  would 
amplify  them  ? — We  always  have  a  lot  of  money  on 
the  way  out  in  the  shape  of  Council  bills.  {Mr.  Fraser.) 
And  sovere^ns  too.  {Mr.  Toomey.)  Sovereigns  from 
Australia,  London,  and  so  forth.  (Mr.  Fraser.)  I 
might  say  that  in  the  figures  we  recently  gave  to  the 
Government  of  India,  speaking  for  the  bank  I  represent, 
we  did  not  include  three-quarters  of  a  million 
sovereigns  arriving  within  a  week  of  the  figures  being 
published,  which  we,  to  a  certain  extent,  of  course, 
regard  as  cash.  These  are  largely  imported  against 
our  purchases  of  exchange,  and  we  probably,  in 
anticipalisn,  have  used  up  some  of  our  local  cash 
resources  to  meet  our  exchange  commitments,  and 
then  the  sovereigns  come  in  and  fill  up  the  cash. 

2864.  Do  you  mean  that  on  the  particular  day  on 
which  you  made  up  your  books  you  had  less  resources 
in  India  than  you  have  usually  ? — {Mr.  Toomey.)  No. 
(Mr.  Fraser.)  At  that  particular  moment  we  might 
have  almost  included  these  sovereigns  as  cash. 

2865.  I  can  understand  that  you  have  money 
coming  in,  but  I  suppose  you  also  have  money  going 
out  in  the  immediate  future  ?  If  your  books  were 
made  up  a  fortnight  later,  would  they  have  shown  a 
better  result  ? — Not  having  the  facts  before  me,  I 
should  not  like  to  make  a  definite  statement. 

{Mr.  G-Ila-n.^  Are  these  figures  you  are  quoting. 
Ml .  Keynes,  the  figures  of  a  particular  day  or  averages  ? 

2866.  {Mr.  Keynes.)  They  are  figures  I  have  taken 
from  the  statistics  of  British  India,  and  no  statement 
is  made  .as  to  the  date  ? — I  believe  the  dates  giyen  we 

-31  st  December  in  .each  year. 


2867.  I  do  not  want  to  press  this  point ;  all  I  want 
to  caU  attention  to  is  that  the  Indian  deposits  have 
very   greatly  increased  ?—{Mr.   Toomey.)      Tes,    they 

2868.  There  is  an  important  class  of  joint  stock 
banks  that  have  grown  up  in  India,  and  their  deposits 
have  increased  even  more  than  those  of  the  exchange 
banks  ?—{Mr.  Fraser.)  They  have  increased  enormously. 

2869.  Those  banks  keep  very  small  cash  reserves 
against  their  deposits  ?— (Jlfr.  Toomey.)  Very. 

2870.  So  that  apart  from  the  Presidency  banks  the 
deposits  in  India  are  perhaps  three  times  what  they 
were  ten  years  ago  ?— That  may  be.  I  accept  those 
figures.  ■ 

2871.  With  no  corresponding  increase  of  cash? 
—{Mr.  Fraser.)  I  should  not  like  to  make  a  definite 
statement  on  that  point,  not  having  any  figures  before 
me.  I  admit  the  enormous  growrth  of  these  Swadeshi 
banks,  as  we  call  them,  and  the  enormous  growth  in 
their  deposits.  It  has  been  openly  stated  in  some 
quarters,  but  I  have  not  verified  the  facts,  that  their 
cash  balances  are  not  adequate. 

2872.  What  is  the  i-elation  of  these  banks  to  the 
Presidency  banks ;  do  they  have  sums  on  deposit  with 
the  Presidency  banks  to  any  important  extent  ? — {Mr. 
Toomey.)  I  should  thirk  not.  {Mr.  Fraser.)  I  should 
think  not  too. 

2873.  Do  they  include  in  their  cash  sums  left  with 
the  Presidency  banks,  or  is  it  all  free  cash  ? — I  should 
think  the  cash  at  the  Presidency  banks  is  taken  as 
cash. 

2874.  Is  that  an  important  part  ? — I  could  not  say. 

2875.  In  the  case  of  the  exchange  banks  do  they 
keep  any  appreciable  sum  with  the  Presidency  banks  ? 
—Tes. 

2876.  Do  they  include  that  in  their  cash  ? — Tes. 

2877.  The  position  is,  therefore,  that  to  a  quite 
important  extent  the  Presidency  banks  act  as  bankers' 
banks .' — That  is  so. 

2878.  And  there  is  not  much  free  banking  money 
in  India  outside  the  Presidency  banks  ? — Not  in  the 
busy  season. 

2879.  I  want  to  put  to  you  whether  you  think  that 
the  Presidency  banks,  taking  account  of  this  great 
growth  of  deposit  banking,  are  really  in  a  strong 
enough  position  to  act  as  bankers'  banks  ? — Assuming 
they  get  the  facilities  from  the  Government  that  have 
been  suggested,  1  think  so. 

2880.  But  under  existing  conditions  ? — ^If  you  can 
imagine  a  banking  crisis  when  everyone  was  pulling 
on  the  Presidency  banks,  I  should  say  they  probably 
would  not  be  able  to  meet  the  requirements  of 
everybody. 

2881.  How  do  you  feel  in  regard  to  these  figures ; 
in  1910  the  total  deposits,  excluding  public  deposits,  in 
India  were  about  55  millions  ?  —  What  does  that 
include  ? 

2882.  That  includes  the  exchange  banks,  the  pri- 
vate deposits  with  the  Presidency  banks,  and  those 
Indian  joint  stock  banks  which  have  more  than  five 
lakhs  of  paid-up  capital  and  reserve ;  the  deposits 
were  about  55  millions,  and  the  cash  in  the  Presidency 
banks  was  7J  millions? — {Mr.  Toomsy.)  That  is  quite 
an  ordinary  average  working  balance. 

2883.  Supposing  there  were  to  be  a  hanking  crisis 
in  India  everybody  would  go  to  the  Presidency  banks 
for  money  ? — {Mr.  Fraser.)  The  exchange  banks  would 
probably  call  upon  London,  I  should  think,  and  take 
Council  telegraphic  transfers. 

2884.  I  wanted  to  get  out  that  point :  The 
exchange  banks  would  rather  rely  in  the  next  banking 
crisis  on  being  able  to  remit  large  sums  from  London  ? 
— I   do   not   say   we   would  rely  upon   it,  but  if  the 

necessity  were  forced  upon  us {Mr.  Toomey.)  We 

should  have  to  ship  sovereigns  or  take  Councils. 

2885.  Suppose  you  had  to  ship  sovereigns  and  to 
do  this  to  a  large  amount,  because  your  total  deposits 
in  India  must  be  now  something  like  20  millions,  do 
you  think  you  would  find  it  easy  to  rediscount  your 
bills  and  to  i-aise  money  in  London? — (Mr.  Fraser.) 
We  could  always  discount  at  a  rate. 

2886.  If  you  wanted  to  take  the  money  out  in 
actual  gold,  not  at  an  ordinary  time  but  at  a  moment 
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of  crisis,  do  you  think  it  would  be  easy  for  you  to  do 
that  ?  —  {Mr.  Toomey.)  I  see  no  difficulty  about  it. 
(Mr.  _  Fraser.)  You  must  also  assume  that  in  those 
conditions  the  Secretary  of  State  has  no  balances  on 
the  other  side,  and  will  not  sell  Council  bills. 

2887.  I  am  taking  this  altematiye  first,  that  you 
had  t6  send  out  sovereigns ;  do  you  think  the  exchange 
bankers  would  have  no  difficulty  in  raising  in  actual 
gold  a  very  large  sum  in  sovereigns  in  London  at  a 
time  of  crisis  ? — I  should  think  not.  If  you  assume 
they  could  not  do  it,  then  of  com-se  you  stop  the 
export  of  gold.  If  you  are  assuming  that  we  cannot 
get  sovereigns,  you  mean  that  we  are  no  longer  a 
free  market  for  gold. 

2888.  I  assume  they  could  get  gold  if  they  had 
free  resources,  and  you  think  there  would  no  difficulty 
in  their  obtaining  free  resources  ? — "We  are  all  con- 
stituents of  the  Bank  of  England,  we  know  the 
bills  the  Bank  of  England  takes,  and  the  Bank  of 
England  always  discounts  bills  for  its  customers.    There 

^  is  no  reason  to  suppose  they  would  not  stand  by  us 
if  we  wanted  accommodation. 

2889.  The  other  alternative  would  be  that  you 
should  buy  large  sums  in  telegraphic  transfers  from 
the  Secretary  of  State?  —  That  is  what  we  should 
naturally  do  assuming  he  had  money  on  the  other  side, 
which  he  probably  would  have,  because  if  he  could  not 
draw  on  his  Treasury  balances  he  would  probably  draw 
on  his  Currency  balances  in  an  emergency. 

2890.  Then  you  are  rather  relying  upon  him  to  use 
his  Currency  balances  to  relieve  India's  banking  in  a 
crisis  ?  —  We  are  not  relying  on  that,  but  we  are 
assuming  that  in  these  conditions  he  would  have  those 
means  of  meeting  those  drafts. 

2891.  Would  you  feel  in  a  stronger  position  if  the 
whole  business  were  more  centralised — if  the  Secretary 
of  State's  balances  and  the  bankers'  balances,  instead  of 
being  kept  in  various  places  and  by  various  authorities, 
were  all  kept  in  a  State  bank  which  would  be  under 
a  certain  responsibility  to  look  after  a  situation  of  this 
kind? — (Mr.  Toomey.)  1  do  not  think  a  State  bank 
would  look  after  the  situation  any  better  than  we 
can  under  existing  circumstances.  (Mr.  Fraser.)  I 
should  think  the  Presidency  banks  worked  in  con- 
junction with  the  Government  would  be  quite  as 
powerful  and  as  good  an  influence  as  any  State  bank. 

2892.  Do  you  assume  that  they  would  have  to 
work  in  conjunction  with  the  Government? — They 
always  have,  and  they  always  would,  I  think,  in  the 
event  of  a  crisis,  work  in  conjunction  with  the  Govern- 
ment. Assuming  such  a  crisis  as  you  are  picturing, 
which  has  never  exactly  come  about,  but  assuming 
such  a  one  ever  did — we  have  not  seen  it,  but  of  course 
we  admit  it  might  come — the  danger  is  that  India  is 
going  rather  fast  in  the  matter  of  banking,  and  new 
banks  are  springing  up  every  day.  I  have  only  taken 
out  14  of  wha,t  you  might  call  the  leading  Swadeshi 
banks — the  figures  are  not  all  for  the  same  date — and 
they  show  a  capital  of  2  crores  41  lakhs  paid  up,  and 
deposits  of  24  crores. 

2893.  The  main  point  I  am  putting  to  you  is  this 
— that  when  the  last  banking  crisis  came  in  India, 
deposit  banking  was  in  its  infancy  there  ?—(Mr.  Toomey.) 
There  were  very  few  local  banks  then.  (Mr.  Fraser.) 
That  is  so — veiy  few. 

2894.  There  has  been  an  enormous  innrease  in 
their  number,  particularly  in  the  last  10  years?— 
(Mr.  Toomey.)  Tes. 

2895.  More  particularly  in  the  last  five  years ;  and 
the  increase  is  still  going  on  ?—(Mr.  Fraser.)  Tes. 

2896.  So  you  have  no  experience  as  to  what  would 
happen  if  there  was  a  banking  crisis  in  a  country 
where  large  deposits  are  now  being  made  and  which 
has  not  forgotten  the  habit  of  hoarding?— I  should 
think  that  if  a  banking  crisis  such  as  that  developed 
there  would  be  a  very  serious  run  on  some  of  the 
banks.  The  chances  are  probably  that  the  old- 
established  banks  -which  have  stood  the  storm  and 
have  got  a  reputation  would  not  be  run  upon.  I 
cannot  say  that  I  remember  a  run  upon  our  own 
institution. 


2897.  Ton  have  a  rapid  growth  of  deposit  banking, 
and  a  good  deal  of  it  in  banks  which  have  never  stood 
a  severe  strain  ? — That  is  admitted,  I  think. 

2898.  And  which  have  also  no  veiy  high  proportion 
of  cash  reserves  ? — I  should  think  that  some  of  what 
you  might  caU  the  local  banks  do  keep  adequate 
reserves,  but  there  are  probably  many  of  them  that  do 
not.  I  would  not  like  to  speak  about  that  with 
absolute  certainty.  Such  banks  as  the  Alliance  Bank 
of  Simla,  for  example,  and  the  Allahabad  Bank  have 
always  stood  very  well,  and  been  conducted,  I  think, 
on  prudent  lines ;  but  there  are  others  poss'bly  that 
have  not  been. 

2899.  Further,  there  is  no  central  banking  reserve 
of  any  sort,  such  as  the  State  banks  of  Europe  have  ? 
— That  is  so,  unless  you  accept  the  Presidency  banks 
as  occupying  that  position. 

2900.  And  also  there  is  no  sort  of  mechanism 
whatever  for  any  sort  of  emergency  currency  or  for 
any  expansion  of  the  note  issue  ? — (Mr.  Toomey.)  Only 
the  Gold  Note  Act. 

2901.  It  can  only  be  expanded  against  rupees  or 
notes  ? — (Mr.  Fraser.)  Against  rupees  or  the  deposit 
of  gold.  We  can  put  down  gold  here  and  get  notes 
issued  in  India,  or  rupees. 

2902.  All  the  Government  can  do  is  to  exchange 
one  form  of  currency  for  another :  they  cannot  increase 
the  amount  of  currency  ? — Except  by  fresh  coinage. 

2903.  So  that  all  the  usual  precautions  which  are 
taken  by  European  countries  that  have  deposit  banking 
against  a  crisis  are  incompletely  existent  in  India  ? — 
Tou  mean  in  regard  to  such  precautions  as  expanding 
the  currency  in  the  event  of  a  crisis  ? 

2904.  And  having  a  central  reserve  ? — As  regards 
expanding  the  cuiTenoy  in  India,  the  people  want  cash, 
not  notes. 

2906.  I  am  not  saying  that  ought  not  to  be  given, 
but  I  mean  that  as  that  possibility  does  not  at  present 
exist,  it  is  all  the  more  important  that  the  other  sorts  of 
precautions  should  be  taken  ? — The  other  precaution 
being  to  centralise  your  reserves  ? 

2906.  Tes,  and  having  some  important  authority 
which  looks  at  the  situation  as  a  whole  ? — We  would 
leave  that  to  the  Presidency  banks  working  in 
conjunction  with  the  Government. 

2907.  Tou  do  not  think  that  a  State  institution, 
which  was  in  the  habit  of  working  in  conjunction  with 
the  Government,  and  did  not  have  to  fit  up  some  patch- 
work arrangenient  in  a  moment  of  crisis,  would  be  in  a 
better  position  to  deal  with  a  situation  of  that  sort 
than  a  State  bank? — Has  your  State  bank  solely  to 
deal  with  the  crisis  when  it  arises,  or  is  it  to  have  other 
functions  ? 

2908.  It  would  have  other  functions,  but  it  would 
be  pi-actically  in  touch  with  the  Government  ? — If  we 
had  a  State  bank  which  we  could  fall  back  upon  in  the 
event  of  a  crisis,  of  course  we  shovdd  rather  welcome 
it.  But  if  we  are  to  have  a  State  bank  which  is  going 
to  take  over  the  paper  currency  and  to  have  a  monopoly 
of  Council  bills  and  of  all  other  Government  business 
free  of  charge  we  should  naturally  oppose  it. 

2909.  Might  I  put  it  like  this,  that  while  you  feel 
a  State-aided  body  with  vast  powers  of  that  sort  might 
be  open  to  certain  objections,  still  it  is  true  that  the 
banking  position  in  India  would  be  strengthened  by 
such  an  institution  at  a  time  of  crisis  ? — Granted  that 
the  bank  exists  for  that  purpose  and  that  purpose  only, 
of  course  it  would  relieve  the  strain. 

2910.  Allowing  that  for  other  purposes  the  bank 
were  detrimental,  if  that  were  amongst  its  purposes 
would  it  be  a  good  thing  ? — That  is  assuming  an 
impracticable  position. 

2911.  I  am  not  saying  there  are  not  any  disad- 
vantages ? — After  aU,  if  you  did  have  a  central  institu- 
tion, we  all  learn  by  experience,  and  you  do  not  want 
banks  to  fall  back  too  much  upon  aiiy  central  institu- 
tion. Each  bank,  properly  speaking,  should  so  conduct 
its  business  that  so  far  as  it  possibly  can  be  it  is 
independent  of  these  outside  aids. 

2912.  But  you  would  not  maintain  that  that  was 
the  case  in  India  at  present,  would  you  ?  As  I  under- 
stand, the  banks  keep  a  great  part  of  their  free  money 
with  the  Presidency  banks  and  keep  no  reserves  of 
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their  own  to  any  large  amount  ? — I  should  not  like  to 
say  what  a  number  of  those  up-country  banks  do, 
because  they  are  established  at  many  points  where  the 
Presidency  banks  do  not  exist,  so  probably  they  do 
keep  considerable  balances.  It  is  difficult  to  speak 
without  actual  knowledge,  and  I  can  only  say  that  in 
the  Presidency  towns  I  think  these  banks  keep  their 
cash  with  the  Presidency  banks. 

2913.  I  should  like  to  know,  if  you  can  tell  us,  a  little 
more  about  the  reLations  of  the  exchange  banks  at 
present  with  the  Presidency  banks.  I  understand  that 
you  keep  balances  with  them  much  in  the  way  in  which 
English  joint  stock  banks  keep  balances  with  the  Bank 
of  Englajid  ;  is  that  so  P — Much  the  same. 

2914.  Do  you  also  borrow  from  them  to  any 
important  extent  ? — In  bygone  days  we  did.  (Mr. 
Toomey.)  But  not  now.  (Mr.  Fraser.)  Not  much, 
anyhow. 

2915.  Not  now? — Very  little.  (Mr.  Toomey.)  Oc- 
casionally, possibly.  (Mr.  Fraser.)  I  think  in  recent 
years  the  exchange  banks  have  not  been  big  borrowers 
from  the  Presidency  banks. 

2916.  Apart  from  the  question  of  competition  in 
exchange,  would  your  relations  with  a  State  bank  be 
very  different  from  your  present  relations  with  the  Presi- 
dency banks  ? — Our  present  relations  with  the  Presi- 
dency banks  are  most  friendly.  I  should  think  with  a 
State  bank  they  would  probably  be  the  reverse. 

2917.  Is  that  a  sentiment  of  yours,  or  have  you 
definite  arguments  with  which  to  support  it  P — I  do  not 
see  how  it  could  be  very  well  otherwise,  when  we  feel 
that  the  advent  of  a  bank  with  all  the  privileges  that 
have  been  suggested  would  naturally  mean  almost  our 
extinction. 

2918.  I  put  aside  for  the  moment  the  question  of 
competition  in  exchange ;  apart  from  that,  why  should 
your  relation  to  a  State  bank  be  unfriendly  ? — Ton  are 
leaving  out  the  question  of  exchange  entirely  ? 

2919.  Tes  ? — Then  they  are  there  simply  to  benefit 
us,  and  exist  to  help  us  when  we  are  in  trouble. 

2920.  They  are  there  to  consolidate  the  existing 
system  ?  —  Then  we  could  hardly  regard  them  as 
enemies.  Under  those  conditions  we  would  not,  I 
should  think,  feel  they  were  enemies  exactly. 

2921.  So  that  the  central  point  of  your  opposition 
to  the  proposal  for  a  State  bank  arises  out  of  the 
possibility  that  they  might  deal  in  exchange  P — That 
is  one  reason.  Another  reason  is  that  we  do  not  think 
the  country  on  the  whole  would  in  any  way  benefit  by 
a  State  bank.  We  cannot  see  that  India  as  a  country 
is  suited  for  it.  We  have  already  given  our  reasons. 
(Mr.  Toomey.)  We  look  upon  a  State  bank  in  India  as 
quite  impracticable.  (Mr.  Fraser.)  We  consider  the 
existing  machinery  as  it  exists  in  the  Presidency  banks 
is  ample  for  the  country's  needs. 

2922.  Do  you  think  that  for  the  Government  to  have 
a  banker  and  for  there  to  be  a  central  institution  is  no 
advantage  whatever,  quite  apart  from  other  disad- 
vantages ? — (Mr.  Toomey.)  1  do  not  see  how  it  would 
benefit  trade. 

2923.  Assuming  a  lower  bank  rate,  is  not  that  a 
benefit  to  trade? — I  do  not  think  people  in  India  are 
looking  out  for  lower  bank  rates.  (Mr.  Fraser.)  Tou 
can  have  such  a  thing  as  too  low  a  bank  rate,  especially 
in  India.  When  yon  have  a  very  low  bank  rate  it 
always'  encourages  speculation,  and  it  would  very 
probably  bring  about  a  state  of  affairs  which  you 
would  rather  wish  to  avoid. 

2924.  I  wUl  not  ask  you  any  further  questions 
with  regard  to  the  State  bank,  but  there  is  one  further 
question  I  should  like  to  put,  which  is  somewhat  con- 
nected with  this.  In  a  country  like  India,  where 
there  are  certain  dangers  in  banking  owiag  to  the 
habits  of  the  people,  the  possibility  of  speculation 
and  so  forth,  it  is  often  important  to  have  as  much 
publicity  as  possible  in  the  various  banks.  Would  the 
exchange  banks  feel  any  objection  to  publishing 
accounts  in  which  their  Indian  deposits  were  distin- 
guished from  their  outside-Indian  deposits,  and  in 
which  their  Indian  cash  was  distinguished  from  their 
outside-Indian  cash,  provided  all  the  banks  had  to  do 
it  ? — (Mr.  _  Toomey.)  We  should  have  to  consult  the 
pther  Indian  exchange  banks  before  we  could  very  well 


answer  that  question.     (Mr.  Fraser.)  Naturally,  no  one 
bank  would  care  to  do  it  unless  there  was  unanimity. 

2925.  I  can  quite  understand  that ;  but  if  all  the 
banks  did  it,  would  your  opinion  be  favourable? 
—  (Mr.  Toomey.)  We  should  have  no  objection. 
(Mr.  Fraser.)  The   bank  I   represent   certainly  would 

not  object.  .    .  ,      , 

2926.  You  would  agree  with  me  that  it  is  important, 
having  regard  to  the  whole  banking  position  in  India, 
that  there  should  be  accurate  knowledge  as  to  what 
the  deposits  in  India  are  ?—(Mr.  Toomey.)  We  would 
have  no  objection  to  show  them  in  a  balance  sheet  if 
it  were  the  general  practice. 

2927.  I  understand  that  you  cannot  pledge  other 
banks,  but  so  far  as  you  are  concerned  yourselves,  you 
do  not  see  any  objection  to  it  ? — (Mr.  Fraser.)  Not  if 
the  custom  were  general.  (Mr.  Toomey.)  If  other 
banks  do  it,  we  should  raise  no  objection  whatever. 

2928.  There  is  one  other  small  point.  Mr.  Eraser's 
bank,  I  think,  distinguishes  between  fixed  deposits 
and  deposits  on  current  account  ? — (Mr.  Fraser.)  Tes, 
we  do.  ' 

2929.  Not  all  banks  follow  that  practice  ;  would 
there  be  any  objection,  do  you  think,  to  that  practice 
being  generally  adopted? — (Mr.  Toomey.)  I  see  none 
from  my  point  of  view. 

2930.  Tour  bank  does  not  actually  do  it? — No. 
(Mr.  Fraser.)  The  Hong  Kong  and  Shanghai  Bank 
does  it  too.  (Mr.  Toomey.)  We  have  no  objection  to 
doing  so. 

2931.  Tou  do  not  see  any  objection  therefore  against 
the  banks  having  to  show  both  how  much  they  have  in 
India  on  fixed  deposit  and  how  much  on  current 
account? — I  do  not  see  any  objection  to  it  myself. 
(Mr.  Fraser.)  If  it  is  general ;  but  you  would  not  apply 
it  to  the  exchange  banks  alone  ? 

2932.  No  ? — ^It  would  be  applicable  to  the  exchange 
banks,  to  the  local  banks,  and  in  fact  every  bank 
would  be  put  on  the  same  footing  ? 

2933.  Tes  ?  —  I  see  no  objection  under  those 
conditions. 

2934.  Would  you  have  any  objection  to  the  publi- 
cation of  balance  sheets  from  time  to  time  which  were 
average  balance  sheets,  that  is  to  say,  which  avoided 
all  possibility  of  window-dressing  P — We  could  not  do 
it  with  the  exchange  banks.  Our  business  is  so 
involved  that  we  could  not  possibly  give  you  a  weekly 
or  a  fortnightly  balance,  or  a  monthly  balance.  It 
takes  us  probably  a  couple  of  weeks  at  the  end  of 
each  half-year,  or  more  than  that,  to  prepare  our 
balance  sheets.  It  is  a  complicated  business.  Then 
our  branches  are  scattered  all  over  the  East,  and  so  we 
could  not  possibly  give,  as  the  Presidency  banks  do, 
the  weekly  balances. 

2935.  My  suggestion  was  meant  to  refer  not  to 
your  whole  business,  but  only  to  the  Indian  part  of  it. 
Would  it  be  possible  to  publish  average  balance  sheets  P 
I  do  not  mean  that  you  should  publish  them  weekly, 
but  that  your  six-monthly  balance  sheets  should  be 
average  balance  sheets  for  the  six  months  and  not 
balance  sheets  for  a  particular  day  ? — I  should  think 
that  could  be  done.  There  is  always  a  danger  of  too 
much  legislation  in  banking,  which  we  all  deprecate. 
One  does  not  want  to  be  too  much  under  the 
Government. 

2936.  I  should  like  to  raise  once  again  a  point  Sir 
Shapurji  put  to  you.  He  asked  you  whether  you  would 
welcome  a  guarantee  by  the  Secretary  of  State  that  he 
would  support  exchange  and  you,  Mr.  Toomey,  said 
"  Tes,"  but  you  said  it,  if  I  may  say  so,  without  any 
enthusiasm ;  am  I  right  in  thinking  that  yon  do  not 
attach  any  great  importance  to  it?— (Mr.  Toomey.) 
He  is  practically  bound  to  support  exchange  within  the 
limits  of  the  gold  points— Is.  3||d.  and  1«.  4id. 

2937.  Then  you  do  not  feel  it  would  be  a  very 
significant  thing  for  him  to  make  an  explicit  declara- 
tion ? — I  do  not  think  it  would  make  very  much  difference 
to  the  world  at  large. 

2938.  Tou  regard  him  as  being  already  bound  ? 

Tes,  practically  bound. 

2939.  So  that  a  formal  statement  by  him  would  not 
influence  you  vei-y  much? — No.  (Mr.  Fraser.)  It 
certainly  would  not  do  aSiy  harm,  but  I  do  not  see  how 
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the  Govemment  of  India  can  possibly  let  the  exchange 
fall  without  ruining  the  country  and  everybody  in  it. 

2940.  {Sir  Robert  Chalmers.)  Is  there  any  instance 
of  any  Government  making  a  declaration  of  that  kind  ? 
— ^I  do  not  think  there  is  any  on  record.  The  Govern- 
ment acted  very  weakly  in  our  opinion  in  1907-8,  when 
they  very  nearly  ruined  the  country  by  not  promptly 
using  theii'  reserves.  It  was  the  result  of  a  meeting  of 
the  exchange  banks,  I  think,  in  London  with  the  Indian 
Council  that  brought  about  the  immediate  use  of  the 
reserve. 

2941.  (Mr.  Keynes.)  Tou  think  there  is  no  risk  of 
a  repetition  of  that,  and  that  that  risk  would  be  avoided 
by  a  definite  declaration  ? — {Mr.  Toomey.)  1  think  the 
Government  of  India  now  know  exactly  where  they  are, 
and,  in  the  event  of  exchange  falling,  they  would 
pi'omptly  give  out  gold  or  a  draft  on  London,  because 
they  know  what  they  had  to  do  in  1907-8. 

2942.  From  the  Secretary  of  State's  point  of  view 
yoii  regard  him  as  so  much  bound  already  that  he 
would  not  be  adding  to  his  obligations  by  making  an 
explicit  statement  ? — No. 

2943.  {Mr.  Gladstone.)  I  think  you  said  money 
should  be  lent  in  India  to  the  Presidency  banks,  in 
which  case  the  amount  of  gilt-edged  securities  available 
is  limited  ? — {Mr.  Fraser.)   Yes. 

2944.  Would  not  the  exchange  banks  be  willing  to 
increase  their  holdings  of  gilt-edgfid  securities,  and  so 
increase  the  total  the  Government  might  lend  to  relieve 
any  exceptional  stringency  of  the  money  market  ? — 
(Mr.  Toomey.)  Of  course  that  could  be  done,  but  we 
rather  feel  that  the  Presidency  banks,  as  a  sort  of 
bankers'  banks,  in  a  sense,  would  be  better  qualified  to 
deal  with  that.  Then  of  course  if  the  Government 
deals  on  a  basis  of  an  approved  list  such  as  you  have 
in  London,  you  at  once  bring  into  existence  the 
necessity  for  employing  brokers,  and  I  do  not  think 
the  Government  offices  in  India  are  equipped  for  that 
sort  of  thing,  whei-eas  if  they  deal  direct  with  the 
Presidency  banks  they  know  exactly  where  they  stand 
and  the  terms  on  which  the  money  is  lent.  Otherwise, 
you  might  have  to  bring  in  exactly  the  same  machinery 
as  is  necessary  in  London  for  the  India  Council. 

2945.  Hardly,  because  I  am  only  proposing  to 
approach  the  exchange  banks,  and  they  are  so  limited 
in  number  that  it  would  only  mean  four  or  five  ? — The 
amount  that  the  banks  would  gain  in  the  matter  of 
interest  would  be,  in  my  opinion,  so  small  that  I  think, 
broadly  speaking,  we  would  prefer  to  leave  things  as 
they  are  at  present. 

2946.  You  have  expressed  the  opinion,  I  think,  that 
an  advance  of  three  crores  might  be  enough  to  diminish 
any  sudden  stringency ;  but  that  might  not  be  enough 
— ^it  might  require  five  crores  ? — It  might ;  that  was 
only  a  figui-e. 

2947.  If  the  exchange  banks  between  them  hold 
securities  to  that  extent,  it  would  make  the  relieving 
of  the  market  pretty  certain? — Tes;  assuming  the 
exchange  banks  have  these  securities,  and  can  always 
take  them  to  the  Presidency  banks  and  get  the 
accommodation  they  want,  which  they  could  if  tue 
Government  feed  the  Presidency  banks. 

2948.  As  to  the  question  of  hoarding,  I  think 
Mr.  Toomey  said  the  hoarding  is  on  the  increase, 
owing  to  the  greater  prosperity  of  the  country;  is 
there  not  nowadays  more  disposition  to  invest  in  high- 
class  securities  at  interest,  and  will  not  that  diminish 
the  custom  of  hoarding  ?— (-Mr.  Fraser.)  I  think  the 
people  of  India  are  undoubtedly  slowly  and  gradually 
investing  more  in  securities  than  they  used  to  do,  as 
you  can  see  from  the  mere  fact  that  securities  in 
Bombay,  taking  Government  paper  or  Port  trust  bonds, 
all  stand  several  points  higher  in  India  than  they  stand  in 
London,  which  shows  that  there  is  a  market,  a  large 
portion  of  which  is  undoubtedly  native. 

2949.  "Would  you  think  that  investments  of  this 
nature  are  likely  to  go  on?— I  think  myself  that  these 
investments  ai-e  as  a  rule  made  by  people  who  are  well 
educated  and  can  form  a  judgment  of  their  own, 
whereas  the  hoarding  that  goes  on  in  India  m  my 
opinion  is  largely  done  by  the  masses,  what  you  might 
call  the  agricultural  portion  of  the  people.  It  is  done 
in  small  bits,  but  it  is  the  aggregate  that  tots  up  when 


you  deal  with  a  vast  population.  If  you  can  by  any 
means  educate  them  up  to  the  point  at  which  they  will 
see  the  folly  of  this,  then  I  think  the  trouble  will 
disappear  to  a  large  extent. 

2950.  {Chairman.)  Do  these  small  people  hoard 
gold  ? — Probably  they  start  with  a  rupee,  and  the 
chances  are  when  they  have  got  15  rupees  they 
exchange  them  for  a  sovereign,  very  frequently. 
{Mr.  Toomey.)  Now  the  workers  in  the  jute  mills  and 
other  similar  occupations  will  have  their  little  bits  of 
ornaments  in  gold^  whereas  formerly  they  had  their 
ornaments  in  silver.  {Mr.  Fraser.)  I. may  mention  that 
one  of  our  agents  recently  told  me  that  in  the  Amritsar 
Pair  some  of  the  well-to-do  agriculturists  who  were 
present  at  the  fair  had  strings  of  sovereigns  round 
their  necks,  and  that  that  was  quite  a  common  thing 
to  see,  whereas  in  bygone  days  they  were  content  with 
strings  of  rupees. 

2951.  Nowadays  they  would  be  penalised  if  they 
hoarded  any  rupees,  would  they  not  ? — If  they  realised 
the  difference,  which  I  suppose  most  of  them  do,  but  I 
fancy  some  of  the  very  poorer  type  really  do  not  quite 
understand  it. 

2952.  {Mr.  Gladstone.)  Would  you  favour  a  larger 
proportion  of  the  Government  railway  loan|  being 
issued  in  India,  owing  to  this  increase  in  the  demand 
for  investments  ? — Speaking  personally,  I  should  say 
yes.  I  think  if  the  Govemment  did  more  in  the  way 
of  encouraging  private  enterprise  to  buUd  railways  in 
India  than  they  have  in  the  past,  they  could  get  more 
money,  especially  if  they  went  in  for  a  system  of  a 
guaranteed  minimum  and  a  share  of  the  profits  beyond 
a  certain  amount  being  given  partly  to  the  Government 
and  partly  to  the  railways ;  in  other  words,  more 
encouragement  should  be  given  to  private  enterprise. 

2953.  They  have  given  more  encouragement  of 
late  years,  but  owing  to  the  rates  of  interest  those 
inducements  are  hardly  stifflcient  now  ? — I  think  a 
good  deal  more  might  be  done  in  India  than  is  done 
now. 

2954.  Do  you  think  a  4  per  cent,  guaranteed 
railway  bond  would  go  down  weU  in  India  .P — That 
might  seriously  enter  into  competition  with  the  3J  per 
cent,  rupee  paper  if  it  has  got  the  direct  guarantee  of 
the  Govei-nment  of  India.  It  is  on  record,  I  believe, 
that  the  exchange  banks,  in  conjunction  with  some  of 
the  Presidency  Banks,  offered  an  Indian  railway  com- 
pany last  year  three  crores  of  rupees  for  railway  pui-poses 
on  very  reasonable  terms — much  better  terms  than 
have  since  been  accepted  by  another  company — but 
that  offer  was  not  accepted. 

2955.  One  question  as  to  the  up-country  treasmies. 
Have  you  considered  whether  the  very  large  number 
that  have  been  established  are  necessary  ? — Personally, 
I  cannot  speak  on  that  point,  as  I  have  had  no  up- 
oountry  experience.  {Mr.  Toomey.)  I  have  not  had  any 
either. 

2956.  {Sir  Ernest  Cable.)  I  think"  you  told  the 
Chairman  this  morning  about  the  Gold  Standard 
Reserve,  that  you  would  prefer  not  to  mention  any 
limit  ? — Yes. 

2957.  You  cannot  assist  the  Commission,  I  suppose, 
by  suggesting  a  logical  principle  on  which  we  could 
arrive  at  some  figui-e  ? — I  do  not  think  the  time  has 
aiTived  yet.  I  think  the  fund  should  be  a  good  deal 
larger  than  it  is  at  present  before  you  fix  the  amount 
to  be  held  in  liquid  gold. 

2958.  I  should  like  to  get  an  answer  to  this 
question  from  you,  because  it  has  been  mentioned  in 
the  Press  and  elsewhere,  I  believe.  It  is  said  that  the 
Secretary  of  State  need  never  seU  his  bUls  below 
Is.  4d.,  that  he  has  only  got  to  sit  tight  and  he  will 
obtain  Is.  4d.  whenever  he  likes;  what  is  your  view 
about  that? — I  think  that  would  not  be  desirable  at 
all.  If  he  held  out  for  Is.  4d.,  in  the  slack  time  of  the 
year  he  might  have  to  wait  for  a  considerable  time, 
whereas  under  the  present  system  he  reduces  the 
amount  when  exchange  is  dull,  and  he  can  always  feel 
the  market.  {Mr.  Fraser.)  He  judges  the  market  right 
through.  {Mr.  Toomey.)  He  reduces  the  weekly 
amount  right  through  imtil  he  can  find  a  market.  By 
keeping  the  amount  at  20  lakhs  and  so  on,  he  can 
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feel  the  pulse  and  eventually  sell  more  as  exchange 
goes  up. 

2959.  You  had  a  discussion  with  Su-  Shapurji  a 
little  while  ago  about  the  London  and  Indian  money 
markets  ;  do  you  suggest  that  the  Indian  money  market 
is  at  all  dependent  upon  the  London  money  market  ? 
— In  wliat  way  do  you  mean  F 

2960.  Do  the  rates  of  discount  vary  one  with  the 
other  ? — No,  not  exactly. 

2961.  They  are  independent  ?  —  They  are  inde- 
pendent of  each  other.  (Mr.  Fraser.)  They  are  inti- 
mately bound  up  as  far  as  buying  rates  are  concerned. 
{Mr.  Toomey.)  But  not  as  regards  money.  It  does  not 
foUow  because  the  Bank  of  England  rate  may  be  high 
that  the  Indian  I'ate  will  be  high. 

2962.  (Mr.  Gladstone.)  There  would  be  a  greater 
di£Eerence  between  a  demand  rate,  of  course,  than 
between  a  four  months'  or  six  months'  rate  ? — Tes. 

2963.  (Sir  Ernest  Cable.)  Tou  said  this  morning 
that  it  would  be  a  desirable  thing  to  increase  the 
elasticity  of  the  note  cmTcncy  in  India ;  do  you  think 
that  it  is  a  desirable  thing  to  get  out  as  many  notes 
as  possible  ? — The  idea  would  be  to  encourage  the 
note  issue.  (Mr.  Fraser.)  Do  you  mean  to  increase 
the  circulation  and  to  get  the  people  to  take  notes 
where  they  now  take  gold  or  silver  ? 

2964.  Tes  ? — We  think  that  everything  that  can 
possibly  be  done  to  popularise  the  note  issue  is  a 
step  in  the  right  direction,  because  the  moment  the 
people  accept  notes  as  currency,  as  they  do  in  all 
highly  civilised  and  developed  countries,  then  their 
troubles  disappear,  and  you  get  the  condition  of  a 
note  cii'oulation  and  a  note  currency  well  backed. 

2965.  Do  you  think  that  the  Government  is  as 
efficient  iu  that  respect  as  a  central  bank  would  be  ? — 
(Mr.  Toomey.)  More  efficient. 

2966. ,  Why  would  you  suggest  that  ?  Why  is  it 
more  efficient  ?  —  They  are  doing  everything  they 
possibly  can  to  extend  the  note  issue,  and  they  have 
had  a  vast  experience  ia  running  the  department. 
What  has  added  largely  to  the  increase  in  the  note 
issue  of  recent  years  has  been  the  universalising  of  the 
sinaller  notes. 

2967.  Would  you  say  that  the  cun-ency  note  in 
India  is  over-protected  ?  —  No,  I  would  not.  (Mr. 
Fraser.)  Do  you  mean  that  there  is  too  much  cash 
and  too  little  investment  ? 

2968.  Tes  ?  —  No.  I  think  that  the  position  is 
carefully  reviewed  fi-om  time  to  time  by  the  Govern- 
ment of  India.  They  always  consult,  I  think,  the 
various  authorities,  the  Chambers  of  Commerce,  and 
the  Presidency  banks,  before  they  increase  the  amount 
of  the  investments,  and  I  think  the  amount  at  present 
is  reasonable  ;  it  is  14  crores. 

2969.  I  was  going  to  suggest  that  a  central  bank 
might  develop  the  use  of  currency  notes  perhaps  by 
z'e-discounting  hundis,  that  is,  native  bills,  which  the 
Government  cannot  do .' — (Mr.  Toomey.)  It  would  be 
rather  a  risky  thing  to  do  for  a  State  bank  to  discount 
himdis.  (Mr.  Fraser.)  It  is  a  highly  specialised 
business. 

2970.  Tou  said  this  morning,  in  respect  of  yom- 
up-country  branches,  you  do  not  come  into  com- 
petition with  the  Presidency  banks  ?—(Mr.  Toomey.) 
Not  to  any  extent. 

2971.  Would  you  say — it  is  a  point  which  is  bound 
to  arise — the  same  with  regard  to  your  operations  in 
the  Presidency  towns  ? — We  may  do  the  same  class 
of  business  as  the  Presidency  banks,  but  there  is  room 
for  all  in  these  Presidency  (owns. 

2972.  I  know  that  argument,  and,  of  course,  that 
would  be  the  argument  that  would  be  used  against  you 
with  regard  to  the  exchange  market  probably.  That 
is  just  the  point  I  wanted  to  know,  whether  you  are 
competing  or  not  ? — We  have  a  local  business  as  well 
as  our  exchange  business  ;  we  have  to  run  one  with 
the  other. 

2973.  Tou  cannot  suggest  any  means  by  which 
those  hoards  of  gold  and  silver,  which  Mr.  Fraser  has 
just  been  talking  about,  in  the  ryot  class  should  be 
brought  out  ? — No,  there  is  no  way  we  can  suggest. 

2974.  No  sort  of  inducement  would  appeal  to  the 
agriculturist,   I   suppose? — ^No.      (Mr.  Fraser.)      We 


have  touched  very  briefly  on  the  question  of  co-operative 
credit,  on  which  neither  of  us,  I  think,  can  speak  with 
veiy  much  authority,  except  that  the  system,  as  we 
know  it  theoretically,  rather  appeals  to  us.  I  think  m 
course  of  time,  if  the  Government  of  India  pushed 
that,  they  might  by  that  means  get  the  native  to  bring 
out  his  money.  It  seems  to  be  the  only  thing  so  far 
that  has  had  any  reaUy  beneficial  results. 

2975.  Knowing  the  native  as  we  do,  it  is  quite 
possible  that,  having  a  hoard  in  his  village,  he  may 
stiU  be  borrowing  at  40  per  cent,  or  50  per  cent,  from 
his  bunnia  ?— (Jlfr.  Toomey.)  He  can  afford  to  kieep 
these  hoards,  and  wiU  not  part  with  them. 

2976.  (Sir  Robert  Clmlmers.)  If  I  remember  rightly, 
you  said,  as  one  would  expect,  that  the  interests  of  the 
exchange  banks  were  bound  up  with  the  general: 
interests  of  India  ? — Quite  so. 

2977.  And  that  the  prosperity  of  India  meant 
■generally  the  prosperity  of  the  exchange  banks  ? — ^Tes, 
it  means  prosperity  to  us. 

2978.  Tou  are  looking  at  this  question  generally, 
therefore,  on  the  basis  of  the  prosperity  of  India  ?^ 
Quite  so. 

2979.  I  think  a  criticism  has  been  advanced  in  some 
quarters  as  to  the  action  of  the  Secretary  of  State  in 
keeping  his  Gold  Standard  Keserve  in  this  country ;  it 
has  been  urged,  I  think,  that  the  Reserve  is  kept  in  this 
country  in  the  interests  not  of  India  but  of  the 
London  money  market  ? — I  have  seen  that  advanced. 

2980.  What  do  you  say  on  that  ? — ^I  say  that 
London  is  the  only  market  where  the  Gold  Standard 
Reserve  should  be  kept. 

2981.  In  the  interests  of ? — In  the  interests  of 

India. 

2982.  Because ? — Because  if  it  ever  has  to  be 

drawn  upon  the  money  will  be  required  here. 

2983.  It  is  here  where  it  is  wanted  ? — Tes,  and  it 
could  be  of  no  use  in  India. 

2984.  It  is  kept  here,  therefore,  in  the  interests  of 
India  ? — Tes. 

2985.  Do  you  attach  any  importance  to  the  criticism 
that  the  money  is  kept  here  in  the  interests  of  the 
London  money  market  ? — No  ;  I  think  that  is  entirely 
wrong. 

2986.  Coming  now  to  a  detail,  Sir  Shapurji  rather 
pressed  you  as  to  having  100  per  cent,  of  the  Gold 
Standai-d  Reserve  in  gold;  as  tankers  yon  are  not 
without  experience  as  to  what  you  would  do  with 
money ;  it  is  not  your  practice  to  keep  100  per  cent,  in 
gold,  is  it  ? — No. 

2987.  What  do  you  do  in  practice  ?  Do  yon  not 
have  in  your  fi-ont  fine,  cash,  then  money  at  call,  then 
short-dated  securities,  and  then  investments  ? — ^Tes. 

2988.  Do  you  think  that  would  be  the  sort  of  line 
on  which  your  experience  would  suggest  that  the 
Government  of  India  should  deal  with  it  ? — Quite  so. 

2989.  It  is  a  mere  question  of  expediency  and  of 
feeling  the  pulse  of  trade  as  to  the  proportion  you 
would  keep  in  gold  ? — Quite  so. 

2990.  Tou  would  not  dream  of  keeping  100  per 
cent,  in  gold? — I  would  not  dream  of  keeping  it 
all  in  gold  ;  I  think  that  would  be  too  wasteful  and 
extravagant. 

2991.  (Mr.  Gillan.)  1  am  not  quite  clear  on  this 
question  of  making  loans  in  India  what  your  attitude 
is.  Tou  have  said  in  your  memorandum  (page  537  para- 
graph 12)  that  you  would  favom-  Government  lending 
money  out  of  the  balances  in  India,  but  at  the  same 
time  I  think  you  said,  in  answer  to  the  Chairman, 
that  the  amounts  which  have  been  given  were  enough 
in  recent  years,  and  that  one  does  not  hear  much 
complaint  of  a  7  per  cent,  or  8  per  cent,  i-ate  ?— Tes. 
We  know  there  has  been  a  certain  amount  of  agitation 
in  India  as  to  the  Secretary  of  State  lending  money 
here,  and  not  lending  it  in  India,  and  though  we  see 
no  reason  why  the  Indian  Government  should  not 
lend  its  surplus  balances  for  the  benefit  of  trade, 
we  do  not  think  any  very  large  amount  of  money 
would  be  required.  We  suggest  that  the  money  should 
only  be  lent  to  the  Presidency  banks,  and  that  any 
people  wanting  money  on  Government  paper.  Port 
trust  bonds,  and  the  like,  should  then  go  to  the 
Presidency  banks. 
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2992.  What  I  was  not  clear  about  was  the  import- 
ance you  attach  to  this  measure?— I  do  not  attach 
very  much  importance  to  it. 

2993.  About  those  very  interesting  cun-ency  figures* 
which  you  gave  us,  you  got  an  average,  as  1  understand, 
which  is  to  be  weighted,  but  at  present  it  looks  some- 
thing like  62  per  cent,  in  notes,  24  per  cent,  in  silver, 
and  14  per  cent,  in  gold  ? — That  is  so. 

2994.  One  should  not  be  misled  by  percentages 
which  are  taken  only  from  headquarter  centres  ?  — • 
But  these  are  large  branches  and  small  branches  mixed 
up  together. 

2995.  Tou  would  not  ^ay  that,  as  a  matter  of  fact, 
taking  the  total  circulation  of  currency  in  India, 
anything  like  two-thirds  of  it  was  in  notes,  would  you  ? 
— No,  I  should  not. 

2996.  Mr.  Eraser,  for  instance,  said  the  whole  of 
the  jute  trade  is  financed  with  actual  rupees,  and 
practically  the  whole  of  the  rice  trade  in  Burma  is 
financed  with  actual  rupees  ?  —  Mostly  in  rupees. 
{Mr.  Fraser.)  That  is  so  far  as  the  actual  buying  in 
the  districts  is  concerned. 

2997.  That  is  what  I  meant.  Tou  do  not  mean  to 
imply  that  these  statistics  which  you  have  got  from 
your  centres-  in  any  way  reflect  the  composition  of 
the  total  currency  of  Lidia  ?  —  (Mr.  Toomey.)  No. 
{Mr.  Fraser.)  They  are  certainly  not  meant  to  do  so. 

2998.  About  what  you  said  with  reference  to  the 
gold  mint,  there  is  only  one  point  I  wish  to  put  to 
you :  Whaf  one  is  trying  to  get  is  currency,  is  it  not, 
and  that  in  the  main  is  silver  ciu-rency,  namely,  rupees  ?' 
— {Mr.  Toomey^)  Tes;  the  main  currency  of  India  is 
silver. 

2999.  If  you  have  got  a  time  of  bad  harvests  and 
so  on,  the  currency  for  the  time  being  is  redunda,nt  ? — 
Tes. 

3000.  But  suppose  you  have  a  prosperous  season 
and  there  is  a  great  demand  for  currency,  then  your 
exchange  banks  are  bringing  money  into  India  from 
wherever  you  can  get  it,  by  Councils,  or  sovereigns 
from  Australia?— In  a  prosperous  time,  yes. 

3001.  From  wherever  it  happens  that  that  method 
of  bringing  money  is  cheaj)est  ? — Tes. 

3002.  Might  it  not  happen  that  the  cheapest 
method  of  getting  gold  in  order  to  get  rupees  was 
coining  the  bullion  in  India  itself  ? — No.  We  could 
not  get  at  that ;  that  would  be  no  use  to  us.  We 
should  have  to  remit  out. 

3003.  If  you  had   a  mint  in  Bombay ?— We 

have  a  mint  in  Bombay. 

3004.  If  you  take  gold  to  the  mint  and  get  it 
coined  into  sovereigns,  you  could  then  take  those  gold 
coins  to  the  Currency  Office  and  get  rupees? — 
{Mr.  Fraser.)  I  do  not  foUow  that.  Are  you  assuming 
that  we  would  import  gold  bullion,  or  that  we  would 
get  the  gold  bullion  that  is  hoarded  by  the  people  ? 
Do  you  assume  that  the  banks  would  import  gold 
bullion  and  tender  it  to  the  mint  ? 

3005.  Possibly  ?  —  {Mr.  Toomey.)  And  are  you 
speaking  of  an  adverse  season  ? 

3006.  No,  I  am  speaking  of  a  good  season?— 
{Mr.  Fraser.)  Why  should  we  take  gold  bullion  to  the 
mint  ?  If  we  did  so,  there  would  be  a  great  delay.  If 
you  take  gold  bullion  to  the  mint  here,  you  may  have 
to  wait  a  week,  a  fortnight,  or  a  month,  it  might  be 
six  months  possibly. 

3007.  Then  that  might  not  on  occasion  be  the 
cheaper  method  ?— I  should  think  as  a  rule  it  would 
not  be  the  cheaper  method ;  I  should  think  as  a  rule  it 
would  not  pay. 

3008.  But  it  might  occasionally  ?— It  would  be  very 
exceptional ;  for  instance,  if  by  any  chance,  owing  to 
the  rates  being  favoui-able  in  Africa  and  various  other 
conditions  being  favourable,  you  might  possibly  be  able 
to  divert  South  African  mining  gold  to  Bombay. 
Many  yeaa-s  ago  when  I  was  in  Calcutta,  I  diverted  a 
large  lot  of  gold  from  Japan  to  Bombay,  because  m 
those  days  the  Government  took  gold  yen,  but  they 
have  since  found  that  it  did  not  pay  them,  and  they 
will    only   take    sovereigns   and  half-sovereigns  now. 

*  See  question  2763,  &c.  mpra,  and  Appendix  XVIII., 
pp.  541-2. 


(Mr.  Toomey.)  In  the  ordinary  way  the  only  gold 
which  the  Indian  mint  could  look  forward  to  getting 
is  the  local  gold  produced  in  the  country. 

3009.  At  the  mines  ?— Tes. 

3010.  What  about  the  other  bullion  that  is  in  the 
country,  could  you  not  get  some  of  that? — No,  the 
people  would  retain  then*  gold,  and  they  would  not  send 
it  to  the  mint.  They  can  afford  to  keep  their  little 
bits  of  gold. 

3011.  Is  there  not  a  lot  always  passing  through  the 
hands  of  these  dealers  in  bullion  and  so  on  ? — -No.  We 
sell  a  large  amount  of  bar  gold  in  the  course  of  the 
year,  as  we  ship  it  every  week.  These  bars  are  hoarded, 
and  they  would  remain  hoarded.  The  people  would 
not  take  those  bars  to  the  mint.  There  would  be 
nothing  to  be  gained  by  it.  They  buy  this  bar  gold, 
they  do  not  want  sovereigns,  and  they  retain  the  bar 
gold. 

3012.  What  are  aU  these  dealers  in  bullion  doing 
with  it  ? — They  will  cut  a  1 0-oz.  bar  into  half  a  dozen 
pieces,  and  they  will  sell  that  gold  to  the  small  people 
in  these  little  pieces.  Those  pieces  are  made  into 
ornaments.  That  gold  would  not  go  to  the  Indian 
mint. 

3013.  Then  it  is  not  your  opinion  that  in  a  favourable 
season  there  would  be  any  amount  of  gold  coming  out 
that  would  be  available  for  coinage  in  India  ? — No. 
{Mr.  Fraser.)  Our  experience  is  the  reverse  —  that 
in  a  favourable  season  gold  disappears,  because  the 
people  are  prosperous  and  are  able  to  hoard  more. 

3014.  {Sir  Boberi  Chalmers.)  Pamine  might  bring 
it. out  ? — It  might ;  it  has  in  the  past. 

3015.  {Mr.  Gillan.)  About  the  reserve ;  you  say  in 
your  memorandum  that  you  are  not  in  favour  of  the 
retention  of  the  silver  branch ;  I  just  want  to  put  in 
two  reasons  that  were  given  us  by  Mr.  Abrahams  for 
the  retention  of  that  branch.  He  said  for  one  thing  it 
operates  as  an  extra  reserve  against  the  necessity  of 
coinage  ? — {Mr.  Toomey.)  I  can  understand  that ;  in 
fact,  it  is  an  emergency  reserve. 

3016.  It  is  an  emergency  reserve,  he  said.  Secondly, 
he  said,  it  is  a  useful  method  of  obtaining  transfers 
between  England  and  India  in  the  case  in  which  the 
Treasury  balances  are  insufficient,  because,  he  said,  the 
next  method  of  making  transfers  in  that  case  would 
naturally  be  the  Gun-ency  Reserve  ;  but  that  would 
have  the  effect  of  earmarking  gold  in  England,  and  it 
might  so  happen  that  the  market  conditions  were 
against  that  sort  of  operation.  I  want  to  know  what 
you  think  of  those  two  reasons  ? — One  is  that  it  is 
acting  as  an  emergency  reserve  ? 

3017.  Tes  ? — ^Tou  might  have  a  certain  amount  of 
silver  as  an  emergency  reserve,  but  we  say  it  ought  not. 
to  be  kept  in  the  Gold  Standard  Reserve.  The  Gold 
Standard  Reserve  should  be  in  gold  or  gold  securities. 
If  you  want  a  reserve  keep  it  somewhere,  but  do  not 
keep  it  there.  {Mr.  Fraser.)  It  simply  means  that 
having  these  six  crores  in  the  Gold  Standard  Reserve 
in  coined  rupees,  you  have  so  much  less  in  the  currency 
reserve,  and  we  argue  that  the  proper  place  for  the 
rupee  is  the  Currency  Notes  Department  and  not  the 
Gold  Standard  Reserve. 

3018.  How  could  you,  as  a  matter  of  fact,  decrease 
the  possibility  of  holding  gold  in  the  oiirrency  reserve  ? 
— It  does  not  matter  much  from  that  point  of  view. 
Wlien  you  are  estimating  your  requirements,  I  assume 
the  Government  of  India  takes  into  account  that  they 
have  so  many  rupees  in  this  exti-a  fund.  What  is  the 
object,  then,  of  having  them  in  that  fund  ?^ — They  might 
just  as  well  be  in  the  Paper  CuiTency  Department. 

3019.  Would  not  the  amount  of  gold  in  the  cuiTency 
reserve  be  proportionately  decreased  if  you  had  to  hold 
six  crores  more  of  rupees  in  the  cun-ency  reserve  ? — 
Not  exactly,  but  take  the  two  together.  At  the  present 
moment  there  are  17  crores  in  the  cun-ency  reserve 
and  six  in  the  Gold  Standard  Reserve.  Do  you  want 
the  six  or  do  you  not ;  if  you  do  not  want  them,  then 
17  crores  is  enough. 

3020.  The  arrangement  is  that  we  should  start  the 
busy  season  with  18  crores  in  the  cun-ency  resei-ve 
and  six  crores  exti-a  in  the  Gold  Standard  Reserve  ? — 
Then  start  the  season  with  24  crores,  and  there  is  an 
end  of  it. 
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30-21.  In  the  cun-ency  reserve  ? — Yes. 

3022.  Is  the  amount  of  gold  that  you  can  hold  in 
the  currency  reserve  not  reduced — that  is  what  I  am 
asking  ? — {Mr.  Toorney.)  Ton  would  have  to  reduce  it. 
(Mr.  Fraser.)  If  you  consider  you  require  as  much  as 
24  orores  of  mpees  to  start  the  busy  season  with. 

3023.  Ton  do  not  actually  gain  anything  in  gold, 
taking  the  two  reserves  together,  do  you  ?  — 
(Mr.  Toomey.)  No.  (Mr.  Fraser.)  The  gold  in  the 
Paper  Currency  Besei-ve  is  not  earmarked,  and,  as  I 
have  said  before,  it  has  a  tendency  to  slip  away  when 
it  is  wanted  ;  but  gold  in  the  Gold  Standard  Resei-ve 
cannot  slip  away — ^it  is  there. 

3024.  That  I  quite  understand,  and  I  have  only  one 
more  point  about  that.  The  idea  when  the  arrange- 
ments were  last  made  about  this  Indian  branch  was 
that  we  should  start  the  busy  season  with  this  distri- 
bution of  the  actual  reserve,  and  that  six  crores  of 
rupees  in  the  Gold  Standard  Reserve  during  the  busy 
season  should  be  allowed  to  run  out  and  be  replaced  by 
gold  taken  from  the  currency  reserve,  so  that  nominally 
by  the  end  of  the  busy  season  those  six  crores  might 
be  converted  into  gold  I-' — It  would  be  a  favourable 
opportunity  to  transfer  it  then  to  the  Gold  Standard 
Reserve. 

302-5.  What  I  put  to  you  is  that  the  presence 
of  silver  in  the  Gold  Standard  Resei-ve  under  that 
arrangement  was  confined  to  the  busy  season,  and  the 
probability  is  that  by  the  time  the  slack  season  arrives, 
which  is  the  time  that  you  require  gold,  you  have  the 
gold  there ." — (Mr.  Toomey.)  But  that  six  crores  would 
stand  in  the  Gold  Standard  Reserve  for  years. 

3026.  I  was  speaking  of  an  arrangement  that  was 
made  recently  with  regard  to  this;  I  do  not  know 
whether  that  an-angement  would  in  any  way  modify 
your  objection  to  the  system  ? — (Mr.  Fraser.)  I  think 
not,  because  we  feel  that  the  Gold  Standard  Reserve 
should  be  in  gold,  and  so  held  that  it  cannot  possibly 
disappear  as  it  would  or  might  in  India. 

3027.  About  the  extent  of  the  reserve,  there  is 
only  one  question  I  wish  to  ask.  I  think  you  said, 
Mr.  Toomey,  that  the  famine  in  1907-8  was  a  small 
one  ? — (Mr.  Toomey.)  Yes. 

3028.  On  what  gi-ounds  did  you  say  that  ? — I  should 
say  rather  that  the  requirements  in  connection  with 
exchange  homewards  were  compai-atively  small. 


3029.  How  do  you  judge  of  that  ?— Do  you  not 
speak  of  the  famine  of  1907-8  as  comparatively  smaU  ? 

3030.  I  do  not  think  that  was  the  view  that  was 
taken  by  the  Government  of  India,  and  that  is  why  I 
am  more  particularly  asking  you  about  it.  There  waa 
a  complete  failure  of  the  rains  in  India  and  the  area 
of  the  famine  was  very  extensive ;  I  thmk  it  covered 
the  Punjab,  the  United  Provinces,  and  the  Central 
Provinces  ? — I  made  no  point  of  it. 

3031.  It  is  rather  important,  because  this  period 
has  been  given  to  us  by  Mr.  Abrahams  as  a  cracial 
example  of  what  we  may  require?— Of  what  our 
requii-ements  might  be  in  the  way  of  gold  ':' 

3032.  Yes,  and  that  we  should  be  guided  by  the 
experience  of  that  season? — I  think  the  Indian  Govern- 
ment lost  about  eight  millions  in  that  period  in  the 
way  of  gold. 

3033.  (Sir  James  Begbie.)  Out  of  the  Gold  Standard 
Reserve  ? — (Mr.  Froser.)  They  lost  a  gi-eat  deal  more 
in  the  way  of  actual  gold  in  the  countiy. 

30.U.  (Mr.  Keynes.)  17  or  18  millions  altogether? 
— i.Mr.  Toomey.)  You  cannot  teU  possibly  how  much 
would  be  required  under  similar  circumstances  in  the 
future. 

3035.  (Mr.  Gillan.)  How  far  do  you  say  that  is  a 
good  example  for  our  guidance  ? — ^It  depends  upon  the 
severity  of  the  famine.  One  cannot  tell  what  the 
Indian  Government  would  lose  in  the  way  c*  gold ;  it 
is  impossible  to  tell.  If  there  was  a  famine  in  the 
second  year,  it  might  be  the  Indian  Government  would 
lose  a  veiy  considerable  amount  of  gold,  but  how  much 
no  one  could  tell. 

3036.  (Sir  Shapurji  Broacha.)  You  cannot  buy  gold 
in  India  except  to  export,  can  you  ?  When  we  think 
it  is  cheap  enough  to  buy,  we  buy  it,  but  we  only  buy 
it  to  export,  do  we  ? — We  do  what  we  like  with  it. 

3037.  You  have  very  little  money  to  buy  gold  with 
except  for  export  ? — There  is  no  doubt  if  we  did  buy 
gold  in  India  it  would  be  for  export. 

3038.  And  you  would  not  be  exporting  it  if  you 
sent  it  to  the  mint,  and  if  it  always  went  at  Is.  3||(7.. 
it  certainly  would  not  pay  ? — ^It  certainly  would  not 
pay  to  buy  gold  and  send  to  the  Mint. 


The  witnesses  withdrew. 


Mr.  O.  T.  Baeeow,  O.S.I.,  called  and  examined. 


3039.  (Chairman.)  You  come  before  us  as  a  repre- 
sentative of  the  Government  of  India,  I  think? — 
Yes. 

3040.  Would  you  kindly  tell  me  what  your  position 
is? — I  am  now  retired,  but  I  was  for  some  time 
Aceountant-General  of  Bombay,  I  was  Comptroller- 
General  for  about  four  years,  and  I  acted  for  a  short 
time  as  Secretary  in  the  Finance  Department. 

3041.  In  recent  years,  the  Indian  total  balances 
have  reached  very  high  figures,  I  believe.'' — That 
is  so. 

3042.  What  has  been  the  reason  for  that  ? — It  has 
chiefly  been  due  to  the  excess  of  net  revenue  over 
the  estimates,  but  there  was  also  a  very  large  loan,  I 
believe,  taken  in  1909-10  in  advance  of  requirements — 
that  is  as  I  nndei-stand  things — and  the  effect  on 
the  Indian  estimates  was  rather  intensified  by 
estimating  for  a  high  balance  at  home. 

3043.  To  that  extent  the  high  balance  was 
intentional  ? — It  was  to  the  extent  of  the  home 
balance.  I  take  it  that  the  home  balance  was 
estimated  above  the  normal ;  the  home  balance 
being  about  four  millions,  I  think  they  estimated  for 
over  eight  milhons  in  1911-2  and  over  six  millions 
in  1912-3. 

3044.  For  what  purpose  did  they  do  that? — The 
explanation  is  given  in  the  memorandum  on  Indian 
balances  (Cd.  6619). 

3043.  And  you  do  not  wish  to  add  anything 
to  what  is  there  said  ? — There  are  one  or  two  points 
in  it  which  I  do  not  understand,  but  I  am  really  not 
in  a  position  to  criticise  it. 


3046.  As  regards  the  balances  in  India,  do  you 
think  that  they  might  be  usecf  with  greater  advantage 
to  Indian  trade  ? — ^Do  you  mean  utilising  them  by 
loans  ? 

3047.  Yes  ? — I  do  not  think  it  is  veiy  practicable 
to  use  the  Treasury  balances  in  that  way,  at  least 
it  is  quite  practicable  to  do  it  to  a  small  extent, 
but  to  any  very  large  extent  it  would  be  dangerous. 
You  cannot  always  count  upon  them  for  one  thing, 
and  for  another  thing  you  cannot  always  make  them 
available  soon  enough.  Oui-  balances  are  raised  by 
the  revenue  collection,  and  the  heavy  receipts  begin 
to  come  in  as  an  ordinary  i-ule  in  January.  So  you 
could  not  make  your  balances  always  immediately 
available.  They  are  collected  in  a  large  number  of 
sub-treasuiies  and  places  in  the  outlying  provinces. 
It  would  be  very  difficult,  therefore,  to  make  aU 
the  balances  available  tefore  the  end  of  January 
anyhow.  If  the  trade  demand  was  veiy  heavy  and 
the  bank  rate  rose  veiy  high  in  December  and 
the  early  part  of  January,  as  it  sometimes  does,  you 
would  find  it  difficult  to  meet  any  large  demand 
for  a  loan.  After  that,  in  February  and  Mai-ch  in 
normal  years  you  could  do  so,  but  the  point  is  that 
a  year  might  not  be  normal  and  j-ou  might  find 
yourself  in  difficulties.  I  think  that  is  one  of  the 
main  reasons  against  it,  because  trade  would  be 
depending  upon  an  uncertain  element.  Otherwise 
I  cannot  see  any  objection  to  it,  leaving  out  of 
question,  I  mean  to  say,  such  considerations  as,  for 
instance,  its  possible  effect  on  Council  bUls.  Leaving 
all  that  out  of  consideration,  I  think  you  could  lend 
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a  portion  of  your  ^Treasury  balances,  but  I  do  not 
think  that  it  ought  to  be  done,  because  I  do  not  think 
trade  ought  to  get  to  rely  upon  it. 

"3048.  What  is  the  possible  effect  on  Council  bills 
to  which  you  refer  ? — Some  people  think  it  would  have, 
no  effect  at  all,  and  I  myself  doubt  whether  it  would 
have  any  serious  effect  as  regards  the  amount  of  Coun- 
cil biUs  to  be  brought  out,  but  I  can  see  that  it  might 
as  regards  the  rate  at  which  they  were  sold,  because  it 
is  possible  that  if  you  gave  a  loan  it  might  pay  some- 
body to  take  advances  on  loan  instead  of  bringing  out 
transfers  at  a  time  of  high  rates,  and  thei'efore  you 
might  possibly  get  a  lower  rate  for  your  Council  bills 
later  on. 

3049.  You  might  get  a  lower  demand  ? — Not  a 
lower  net  demand  on  the  whole  year,  but  a  lower 
demand  at  a  time  of  high  rates.  At  present  a  great 
many  remittances  are  made  by  moans  of  telegraphic 
transfers,  and  ordinarily  in  the  busy  season  the  rate  for 
telegraphic  transfers  is  very  high,  I  think  about  Is.  4^(Z. 
If  you  postponed  taking  Council  bills  until  the  demand 
was  less  and  meanwhile  took  an  advance,  I  can  see 
that  it  might  affect  the  rates  at  which  Council  bills 
were  sold. 

3050.  Instead  of  getting  an  average  rate  as  at 
present,  high  at  one  period  of  the  year  and  low  at 
another  period,  you  would  reduce  your  rate,  jon  think, 
to  the  level  of  the  times  of  low  pressure  ? — I  do  not 
go  so  far  as  that,  but  I  think  it  might  have  an  effect  in 
getting  a  less  high  rate.  I  know  it  is  a  difficult  thing  to 
say  exactly  what  effect  it  would  have,  but  I  think  that 
you  might,  by  postponing  the  urgency  of  the  demand, 
interfere  to  some  extent  with  ijjie  rates  you  obtain. 
It  seems  to  me  that  if  you  could  postpone  taking 
Council  bills  at  the  time  of  high  rates  until  the  Secre- 
tary of  State  was  more  or  less  obliged  to  sell,  you 
would  be  able  to  get  them  for  a  lower  iigure.  I  may 
be  wrong  about  that. 

3051.  Do  you  think  that  the  Government  of  India 
could  afford  to  keep  lower  balances  than  they  have 
been  doing  of  late  in  India  ? — No,  I  should  not  think 
so ;  on  the  contrary,  it  has  been  rather  Govemment's 
policy  to  keep  higher  balances  than  heretofore.  We 
found  in  the  old  days  that  we  had  gi-eat  difficulties.. 
We  used  to  try  to  work  to  a  minimum  balance  of 
about  8  orores  or  8J  crores,  and  it  was  found  to  be 
difficult.  We  had  to  be  making  constant  remittances, 
and  altogether  it  was  a  troublesome  business.  It  was 
agreed  to  increase  gradually  that  minimum  balance, 
and  I  think  the  figure  now  is  something  like  11  crores 
— I  am  not  sure  whether  11  crores  or  12  crores  is  our 
minimum  balance  now  at  the  time  of  greatest  pressure 
at  the  end  of  November. 

3052.  On  the  whole  you  definitely  prefer  that  the 
Government  should  not  make  loans  from  its  balances  ? 
—I  should  prefer  that  it  should  not  make  loans  from 
its  Treasury  balances. 

3053.  Would  you  make  loans  from  any  other 
sources  ? — There  are  two  other  sources.  There  is  the 
Gold  Standard  Reserve,  Indian  branch,  and  there  is  the 
Paper  Currency  Resei-ve.  The  Gold  Standard  Reserve, 
Indian  branch,  might  possibly  be  thought  to  offer  a 
source  for  advances  if  your  cm-rency  silver  was  so 
high,  or  the  balance  of  silver  in  currency  was  so  high, 
that  there  was  no  prospect  of  having  to  use  the  silver 
part  of  the  Gold  Standard  Reserve  dui-ing  the  busy 
season.  It  would  be  possible  to  advance  from  the 
Gold  Standard  Reserve,  but  it  would  not  be  advisable 
because  the  very  reason  for  which  the  Gold  Standard 
Reserve  is  kept  in  India  is  to  give  the  Secretary  of 
State  an  alternative  method  of  drawmg  Council  biUs, 
and  if  you  once  reduce  the  silver  in  the  Gold  Standard 
Reserve  you  deprive  him  of  that  advantage. 

3054  Then  you  would  eliminate  the  method  ot 
lending  from  the  Treasury  balances,  and  you  would 
eliminate  the  proposal  to  lend  from  the  Gold  Standard 
Reserve  .'—Yes,  I  would,  entirely. 

3055.  What  do  you  say  about  lending  from  the 
Paper  Currency  Resei-ve  ?— I  think  with  proper  arrange- 
ments that  is  quite  possible.  Of  course  it  is  not 
practicable  at  present;  in  fact  the  law  would  not 
permit  it  as  it  stands  at  present,  and  also  the  way  m 
which  things  are  worked  now  would  make  it  rather 
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difficult.  At  present  our  investment  is  a  fixed  figure 
laid  down  by  the  Act,  and  whenever  we  alter  that  fixed 
figure  we  have  to  alter  the  Act,  and  before  we  do  so 
we  consult  the  business  and  banking  community. 
That  I  hold  to  be  a  fundamental  mistake ;  I  do  not 
think  it  necessary,  and  I  think  we  can  substitute 
another  plan  for  it  which  would  enable  us  to  make 
part  of  the  paper  currency  balances  available  for  the 
use  of  trade. 

3056.  Will  you  develop  what  is  in  your  mind  ? — My 
idea  is  that  we  should  take  power  once  for  all  to  invest 
a  certain  percentage  of  the  circulation.  You  might 
invest,  say,  40  per  cent,  of  the  average  gross  circula- 
tion, or  you  might  take  it  any  way  you  like,  either 
gross  or  net.  Of  course  if  you  calculate  upon  the 
active  circulation,  you  can  afford  to  take  a  higher 
percentage  than  if  you  calculate  upon  the  gross  ;  but 
calculating  it  upon  the  gross  circulation  you  may  take, 
say,  power  to  invest  40  per  cent,  of  the  gross  circu- 
lation, though  you  need  not  work  up  to  that  figure. 
You  could  then  make  provision  in  the  Act  that  part  of 
your  investment  should  take  the  foi-m  of  advances  on 
temporary  security.  You  could  then  keep  sufficient  in 
hand  to  advance.  By  that  method  of  allowing  us  to 
invest  up  to  a  certain  figure,  we  could  always,  even  at 
the  present  moment,  do  it  and  still  leave  room  for  gold 
and  silver.  At  present  the  objection  to  investing  a 
large  percentage  of  the  currency  reserve  is  that  it 
would  not  leave  enough  room  for  gold  and  silver — at 
any  i-ate,  it  would  not  have  done  so  a  few  years  ago. 

3057.  Leave  enough  room  where  ? — ^You  would 
have  to  leave  a  sufficient  amount  of  silver  to  meet  the 
wants  of  trade.  At  present  that  is  actually  fixed  at 
18  crores  at  the  beginning  of  the  busy  season.  Then 
you  want  a  certain  amount  of  gold  for  the  public 
demand  in  India.  We  would  also  like  to  have  a  place 
in  which  we  could  put  gold  in  London  when  we  want 
to  sell  Councils  otherwise  than  from  the  Treasury 
balances.  We  ordinarily  sell  Councils  against  our 
Treasury  balances  until  we  have  reached  the  limit  up 
to  which  we  can  afford  to  pay  in  India.  If  you  want 
to  sell  more,  there  are  only  two  methods  of  doing  it — 
either  by  placing  gold  in  the  currency  reserve  in 
England  or  drawing  against  the  Gold  Standard  Reserve 
branch  in  India,  which  is  a  very  small  thing,  only  six 
crores.  So  you  will  have  to  have  room  in  your  cur- 
rency reserve  for  the  gold  and  silver  that  is  likely  to 
be  there.  If  you  invest,  say,  60  per  cent,  of  the  gross 
circulation,  which  would  be  36  crores,  taking  60  crores 
as  the  present  total  circulation,  you  would  only 
have  24  crores  left,  which  would  not  be  enough.  If 
you  invest  40  per  cent,  of  the  present  circulation  of 
60  crores,  that  would  be  24  crores,  leaving  36  for  gold 
and  silver,  that  is  to  say,  18  for  silver  and  18  for 
gold,  but  12  millions  sterling  is  rather  a  small  amount 
of  gold.  If  Government  has  power  to  vary  its  invest- 
ments within  the  limit  of  40  per  cent..  Govern- 
ment could  cei-tainly  be  trusted  to  see  to  it  that  there 
is  enough  room  left  for  gold,  and,  as  the  circulation 
increased,  there  would  be  more  and  more  room  for 
gold  and  silver.  That  would  be,  roughly,  my  idea. 
Also  it  would  be  open  to  the  Government  to  keep  two 
crores  of  this  amount,  or  whatever  amount  was  con- 
sidered necessary — three,  if  you  like — in  hand,  for 
immediate  advances. 

3058.  When  you  ai-e  speaking  of  investments,  you 
are  speaking,  I  take  it,  both  of  pennanent  investments 
and  of  temporaiy  advances  ? — Quite  so. 

3059.  To  the  extent  to  which  you  could  afford 
permanently  to  invest,  you  would  be  losing  int'erest, 
would  you  not,  by  reserving  a  portion  of  the  money  for 
temporai-y  advances  ? — Yes,  that  is  true. 

3060.  Because  the  temporaiy  advances  would  only 
be  taken  during  a  small  poi-tion  of  the  year.P — That 
is  so. 

3061.  To  whom  would  you  make  these  temporary 
advances  ? — That  I  could  hardly  say.  Of  course  when 
you  are  dealing  with  the  currency  reserve,  one  is  dealing 
with  rather  a  ticklish  thing.  The  whole  purpose  of  the 
reserve  is  to  ensure  the  encashability  of  notes.  I  should 
personally  be  opposed  to  advancing  it  to  anybody 
except  the  Presid^pcy  banks. 
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3062.  What  sort  of  secui-ity  would  you  require  from 
them  ? — I  would  hardly  like  to  say.  I  suppose  that  the 
security  which  we  could  take  from  them  would  be 
principally  Government  Stock.  It  would  have  to  be 
laid  down  what  would  be  accepted. 

3063.  Port  bonds  ? — It  might  be  even  those. 

3064.  {Sir  Bobert  Chalmers.)  Are  they  guaranteed 
by  Government? — Bombay  Port  bonds  are  not,  nor 
are  the  Calcutta  Port  bonds,  but  the  Bombay  Improve- 
ment Trust  bonds  are. 

3065.  A  Port  bond  then  would  be  a  non-Govern- 
ment security  ?  —  Tes.  I  covild  hardly  express  an 
opinion  as  to  what  would  be  exactly  the  safe  thing  to 
take,  but  I  presume  that  those  could  be  taken. 

3066.  (Chairman.)  "Would  you  propose  any  other 
alterations  in  regard  to  the  Paper  OuiTency  Reserve 
besides  this  general  extension  of  the  power  to  invest  of 
which  you  have  spoken  ? — With  regard  to  the  reserve, 
no.  I  think  the  present  aiTangement  by  which  a  small 
portion  in  gold  is  kept  at  home  is  a  good  one.  As 
regards  the  Currency  Act  I  think  perhaps  there  might 
be  further  alterations.  At  present  we  only  pay  notes 
at  certain  centres,  that  is  to  say,  at  the  Currency  offices ; 
it  is  possible  that  you  might  extend  the  number  of 
places  at  which  they  ai-e  encashable,  and  that  might  be 
an  advantage.  Also  you  might  perhaps  increase  the 
value  of  the  notes  you  pay ;  for  instance,  we  used  only 
to  pay  on  lO-nipee  notes,  but  now  we  have  gone  up  to 
50-rupee  and  lOO-rupee  notes,  I  think.  If  you  increase 
the  number  of  places  at  which  you  pay  them,  which  I 
think  would  be  a  benefit — I  think  the  number  might 
be  extended  verj-  gradually — ^that  would  mean  keeping 
a  larger  coin  reserve. 

3067.  If  you  wanted  to  extend  the  number  of  places 
at  which  notes  could  be  encashed,  who  would  act  as  the 
agents  for  the  Government  of  India  in  those  places  ? — 
It  would  be  done  at  certain  main  centres  of  the 
Government  treasuries. 

3068.  You  were  not  contemplating  using  the  banks, 
then  ? — -No,  except  so  far  as  they  are  the  custodians  of 
the  Goveiiiment  treasuries  at  those  places. 

3069.  The  use  of  notes  has  been  very  much  on  the 
increase,  has  it  not  ? — Tes,  very  much,  and  that  has 
pi-incipally  been  the  case  since  we  extended  their  con- 
vertibility. 

3070.  So  that  possibly  if  you  could  still  further 
extend  their  convertibility,  you  might  still  further 
extend  their  use  and  popularity  ? — Tes,  I  think  so. 

3071.  Tou  think  that  is  a  desirable  thing  to  do.'' — 
Undoubtedly. 

3072.  Tou  do  not  belong  to  the  school  which  thinks 
that  it  is  desirable  to  get  as  much  gold  into  circulation 
as  possible  ? — No,  I  do  not ;  I  think  it  is  more  important 
to  circulate  paper. 

3073.  Tou  regard  gold  as  a  wasteful  form  of  circu- 
lation ?-^That  is  so. 

3074.  Do  you  attach  much  importance  to  the 
amount  of  gold  in  circulation  as  an  aid  to  the  Gold 
Standard  Reserve  for  the  maintenance  of  exchange  in 
the  case  of  a  ci-isis  ? — No,  I  do  not,  not  to  the  gold  in 
circulation. 

3075.  Do  you  think  that  the  gold  in  hoards  would 
give  much  support  to  exchange  in  a  crisis  ? — I  should 
not  think  so. 

3076.  As  regards  the  location  of  the  Paper  CmTenoy 
Reserve,  are  you  satisfied  with  its  present  distribution  ? 
—Tes. 

3077.  Are  you  satisfied  with  its  composition  ? — 
Tes ;  except  that  there  is  the  general  question  of  how 
far  you  can  prevent  the  gold  in  the  Paper  Currency 
Reserve  accumulating,  and  whether  its  accumulation 
is  a  bad  thing  or  not.  At  present  we  have  no  means, 
and  I  do  not  think  we  ever  wiU  have  any  means,  of 
stopping  this  accumulation.  Even  if  the  plan,  which 
I  was  outlining,  of  investing  a  percentage  instead  of 
a  fixed  figure,  were  adopted,  that  woidd  not  prevent 
the  accumulation  of  gold.  It  would  stUl  go  on,  and  it 
must  go  on,  apparently.  There  is  a  tendency  in  some 
yeai-s  for  the  gold  that  comes  into  the  country  to 
s+i'.-k  in  the  Paper  Currency  Resei-ve  pnd  not  go  out. 
During  the  last  few  years  a  large  portion  which  has 
come  in  has  stuck  in  the  Paper  Currency  Reserve, 
find,   of    cf.urse,  the   lowness   of   our  investment    i? 


the  reason  why  the  amount  is  bigger  than  it  other- 
wise would  be.  It  is,  I  think,  desirable  to  try  to 
check  the  absorption  of  gold.  I  know  some  people 
think  not,  but  I  am  inclined  to  think  that,  on  the 
whole,  it  is  desirable  to  check  the  excessive  importa- 
tion of  gold  into  India.  Still,  that  accumulation  of 
gold,  if  it  is  an  evil,  seems  to  be  an  evil  which  we 
cannot  prevent,  whatever  we  do  with  the  Paper 
Cun-ency  Reserve,  because  it  is  no  use  coining  silver 
before  it  is  necessary. 

3078.  I  think  a  good  deal  of  silver  is  kept  in  the 
Gold  Standard  Reserve  whilst  gold  is  accumulating  in 
the  Paper  CuiTency  Reserve;  would  it  not  seem  natural 
that  an  exchange  should  be  made,  and  that  the  gold 
should  be  put  into  the  Gold  Standard  Reserve  and  the 
silver  be  received  in  exchange  by  the  Paper  Currency 
Reserve  ?— Tes,  it  would  if  it  were  not  necessary  to 
keep  the  silver  in  the  Gold  Standard  Reserve  for  another 
reason.  The  reason  is  that  we  want  to  have  an  alter- 
native method  for  the  Secretary  of  State  to  draw 
against.  I  do  not  see  how  that  reason  can  be  got 
over  at  present;  eventually,  I  think,  it  can  be  got 
over,  but  not  at  present. 

3079.  I  do  not  quite  follow  that  ? — It  all  depends 
upon  the  policy  we  follow  as  regards  Coimcil  biQs. 
If  we  are  going  to  continue  the  policy,  as  I  imngine 
will  be  done,  of  drawing  Council  bills  beyond  the 
amount  of  our  own  home  charges,  then  as  soon  as  the 
Treasury  balances  in  India  cannot  suffice  to  buy  Couni. 
cU  bUls,  you  must  draw  against  the  Paper  Cuirency 
Reserve — there  is  no  other  way.  It  is  sometimes 
inconvenient  to  do  so,  because  you  do  not  want  to 
take  gold  off  the  Lotidon  market.  "When  that  occurs, 
the  only  means  of  drawing  you  have  got  is  against 
the  Gold  Standard  Reserve,  whereby,  when  you 
receive  the  money  for  Council  bills  here,  you "  can 
immediately  invest  it,  and  so  the  gold  does  not  go 
ofE  the  market. 

3080.  Does  that  not  come  back  to  the  restrictions 
which  are  at  present  placed  upon  the  use  of  the 
Paper  CuiTency  Reserve  ? — Tes.  If  it  was  safe  to  make 
temporary  investments  of  the  Paper  Currency  Reserve 
and  w'e  had  a  percentage,  as  I  have  suggested,  within 

•  which  we  could  work,  I  think  you  might  do  away 
with  the  Indian  branch  of  the  Gold  Standard  Resei^e, 
because  you  coidd  equally  invest  your  Paper  Cun-ency 
Reserve.  My  doubt  is  whether  you  will  find  sufficient 
securities  of  a  suitable  character  in  the  London 
'market — I  do  not  know  about  that.  If  you  do  find 
sufficient  securities  of  a  suitable  character  ia  the 
London  market,  you  could  then  place  your  temporary 
cun-ency  investments.  Of  course  they  are  on  a 
different  footing  to  the  Gold  Standard  Reserve  invest- 
ments. "What  might  be  safe  for  the  Gold  Standard 
Reserve  might,  perhaps,  be  objected  to  fronj  the  point 
of  view  of  the  Paper  Currency  Reserve.  I  do  not 
know ;  it  is  only  my  idea  that  there  might  ■  be  a 
distincticn  made. 

3081.  "What  is  the  distinction  which  you  think 
might  be  di-awn  ?— Only  because  of  the  nature  of  the 
Paper  CuiTency  Reserve  investment.  It  is  time  that 
it  is  a  reserve  against  our  notes,  and  it  is  what  the 
public  look  to  for  the  repayment  of  their  notes ;  we 
are  in  a  fiduciary  position  there.  But  in  the  case  of 
the  Gold  Standard  Reserve  we  really  can  do  what  we 
like  with  it,  it  is  only  a  matter  of  public  opinion,  and 
we  could  invest  it  even  in  rubber  shares  if  we"  liked. 
We  should  not  like  to  do  that  with  the  Paper  Cun-ency 
Reserve.     That  is  my  meaning,  broadly. 

3082.  The  obligation  of  the  Paper  Currency  Re- 
serve is  to  provide  rupees  for  all  notes  that  are  presented 
for  payment  ? — Exactly  so. 

3083.  Must  it  not  hold  rupees  rather  than  gold  ? — 
We  are  not  obliged  to  pay  notes  in  rupees ;  we  can 
pay  them  in  gold  if  we  like,  gold  now  being  legal 
tender.  Of  course,  we  should  not  think  of  taking  such 
a  step,  except  under  some  emergency,  but  there  is 
nothing  to  prevent  our  doing  it. 

3084.  If  the  public  present  those  notes  in  large 
quantities,  exceptional    quantities,  let   us   say,  is  i£e 

demand  likely  to  be   for  gold    or   for  rupees  ? The 

demand  is  likely  to  be  for  rupees. 
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3085.  And  what  you  would  have  in  your  reserve 
to  meet  that  demand  for  rupees  is  gold  ? — Not  quite, 
because  of  course  anything  like  a  demand  of  that  sort, 
when  it  becomes  excessive,  is  foreseen,  and  we  can 
always  convert  our  gold  into  silver  sufficiently  quickly 
for  that.  That  is  why  we  keep  a  certain  balance  of 
silver  to  enable  us  to  do  so. 

3086.  Should  I  be  right  in  saying  that  when  the 
crisis  comes  what  will  be  wanted  is  rupees  and  not 
gold  ?— Tes. 

3087.  And  that  the  gold  is  only  valuable  because  it 
can  command  rupees  ? — Tes. 

3088.  It  does  not  seem  to  you  to  be,  under  those 
circumstances,  desirable  to  have  the  rupees  there 
apparently  ? — Do  you  mean  to  coin  in  advance  of  the 
actual  demand  ? 

3089.  Instead  of  holding  gold  in  the  Paper  Cvirrency 
Reserve,  to  hold  your  reserve  in  rupees  ? — But  gold 
rushes  into  the  reserve.  Do  you  mean  that  we  shoxdd 
not  accumulate,  and  that  as  soon  as  we  have  gold  we 
should  send  it  back  again  and  coin  rupees  ? 

3090.  I  meant  to  suggest  that  you  should  exchange 
the  gold  which  came  into  the  Paper  Currency  Reserve 
for  the  rupees  which  were  in  the  Indian  branch  of  the 
Gold  Standard  Reserve  ? — That  is  after  all  only  a  very 
small  proportion;  that  is  only  6  crores,  and  as  I 
explained  before  we  cannot  do  that  unless  we  have 
some  alternative  method  for  drawing  Council  bills. 

30i91.  Are  you  in  favour  of  the  opening  of  a  mint 
in  India  for>  the  coinage  of  gold? — ^For  the  coinage  of 
sovereigns  or  of  other  gold  ?  There  is  some  distinction 
between  the  two.  For  the  coinage  of  sovereigns  I 
should  think  it  was  quite  unnecessary,  and  I  do  not 
quite  see  how  it  is  going  to  be  done.  The  amount  of 
gold  that  would  come  from  the  Indian  supply  is  so. 
small  that  it  would  not  be  worth  while  doing  it  merely 
for  that  I  think,  and  to  import  gold  to  coin  it  in 
India  seems  to  me  rather  absui'd  if  you  coin  it  into 
sovereigns.  Of  course  any  other  class  of  coin  that 
you  are  going  to  introduce  would  stand  on  a  rather 
different  footing,  because,  although  we  can  get 
sovereigns  enough  when  we  want  them  from  Australia 
or  England,  we  cannot  get  the  other  coins,  and  there- 
fore if  you  are  going  to  have  the  other  coins  I  think 
the  mint  for  coining  them  should  be  in  India.  That 
would  be  the  most  convenient  place  probably. 

3092.  Do  you  see  any  advantage  in  having  a  gold 
rupee  coinage  ? — No.  A  great  many  people  think  that 
the  15-rupee  unit,  the  present  sovereign,  is  too  high  to 
meet  the  general  native  taste,  but  that  is  only  a  con- 
jecture. I  think  myself  that  it  is  mere  conjectui-e  as 
to  how  far  they  would  take  10-rupee  pieces  more  freely 
than  they  do  sovereigns.  Personally  I  should  rather 
doubt  it,  but  it  might  be  tried.  There  are  certain 
objections,  of  course,  to  coiaing  gold  at  all  in  India. 

3093.  Would  there  be  any  advantage  in  trying  it  ? 
—I  should  call  it  rather  a  disadvantage  myself ,  because 
it  seems  to  me  that  it  is  not  necessary  in  a  way  to 
force  a  taste  for  gold  on  the  Indian  public.  I  cannot 
help  thinking  that  if  you  did  do  so  you  would  increase 
the  gold  drain  on  Em-ope,  if  that  is  considered  a  bad 
thing  If  you  introduce  gold  into  the  currency,  I 
think  it  is  clear  that  you  would  require  more  gold 
altogether  in  India. 

3094  Of  the  gold  that  you  might  introduce  into 
the  currency  how  much,  do  you  suppose,  would  remain 
in  currency  and  how  much  would  take  the  form  of 
ornaments  or  go  into  hoards  ?— I  think  it  is  almost 
impossible  to  say;  that  is  merely  con3eoture  agam. 
The  natives  might  like  the  10-rupee  piece  to  use  as 
currency,  and  again  they  might  prefer  it  for  the 
purpose  of- hoards;  no  one  knows  what  they  would 
do.  Some  people  think  that  they  would  prefer  a 
10-rupee  piece  merely  for  hoarding  purposes  rather 
than  the  sovereign,  because  it  would  be  a  lower  unit 
If  they  did  and  if  it  increased  hoardmg  you  would 
again  get  a  further  drain  upon  England.  Whether 
they  did  or  did  not,  if  it  went  mto  the  country  and 
stayed  there,  it  would  mean  a  further  dram  of  gold 
from  England.  It  must  mean  a  further  di-aan,  which- 
ever it  is.  ■  Of  course  it  might  have  no  effect,  as  they 
may  not  exhibit  any  preference  for  a  lO-rupee  piece. 


3095.  I  will  not  pursue  the  effect  on  England,  but 
suppose  it  did  mean  a  further  drain  on  gold  from 
England,  would  you  say  that  that  must  be  the 
governing  consideration  for  India  ? — Yes,  I  think  so. 
My  own  feeling  is  that  anything  which  lessens  the 
world's  supply  is  bad  for  India,  that  is  to  say,  if  you 
encourage  the  gold  to  go  into  hoards. 

3096.  Anything  which  lessens  the  amount  circu- 
lating, you  mean? — Anything  which  lessens  the 
amount  of  gold  available  for  exchange.  I  think  that 
does  affect  Indian  trade  as  it  does  affect  every  class 
of  trade,  and  I  cannot  help  thinking  that  it  affects 
India  as  a  debtor  coimtry  perhaps  more  than  other 
places. 

3097.  Are  you  right  in  describing  India  on  the 
whole  as  a  debtor  country  ? — India  is  a  debtor  country 
in  a  way,  that  is  to  say,  we  have  an  outside  loan  on 
which  we  have  to  pay  interest.  Any  scarcity  of  gold 
seems  to  me  to  affect,  and  must  affect,  us  deleteriously. 
Also  in  the  world's  market  any  want  of  gold  does 
affect  the  demand  for  produce,  and  therefore  must 
badly  affect  India.  So  there  seem  to  be  two  ways  in 
which  it  affects  India  badly. 

3098.  I  turn  for  the  moment  to  the  Gold  Standard 
Reserve ;  do  you  criticise  the  present  location  of  that 
reserve  ? — No,  I  think  it  is  right. 

3099.  You  hold  it  is  right  that  the  major  portion 
should  be  kept  in  London  ? — ^I  think  undoubtedly  so. 

3100.  Will  you  give  me  your  reason  ? — It  is  no  use, 
really,  in  India.  You  want  the  gold  at  home  when  a 
crisis  comes.  If  you  have  it  in  India,  you  would  have 
to  send  it  home. 

3101.  Would  you  retain  a  small  proportion  of  it  in 
India  ? — Not  in  gold. 

3102.  Would  you  in  silver  ? — In  silver,  yes.  Even 
much  of  the  gold  in  the  Paper  Currency  Reserve  I 
would  keep  here.  Because  in  times  of  adverse  trade 
we  use  the  Paper  Currency  Reserve  gold  at  home  as 
well  as  the  Gold  Standard  Reserve  gold,  so  that  the  two 
things  are  rather  interlocked.  I  think  they  are  both 
more  useful  in  England,  and  I  also  think  that  actual 
gold  in  England  would  be  more  useful  than  secuzities. 

3103.  Would  you  think  it  necessary  that  the  whole 
of  the  gold  reserves  should  be  kept  in  actual  gold  ? — 
No,  I  do  not  think  it  is  necessary ;  but  I  think  if  it 
could  have  been  done  without  other  objections  it  would 
be  a  good  thing. 

3104.  On  striking  a  balance  between  advantage 
and  disadvantage,  what  do  you  say? — I  think  the 
present  system  is  best,  but  I  think'  there  was  a  good 
deal  to  be  said  for  what  the  Government  of  India  said 
on  that  point.  They  considered  gold  was  more  useful 
than  securities  in  a  time  of  crisis,  and  so  it  is  because 
gold  then  goes  into  the  market. 

3105.  I  gather  that  you  would  deprecate  holding 
any  part  of  the  gold  reserve  in  long-dated  securities.  ? 
— Yes,  I  would. 

3106.  Or  in  any  securities  with  no  date  of  redemp- 
tion ?^- Yes,  I  would. 

3107.  Would  you  fix  any  proportion  which  ought 
to  be  held  of  actual  gold,  or  any  sum  ? — I  would  not. 
I  think  it  is  a  difficult  thing,  but  I  think  that  the  pre- 
sent arrangement  of  about  5  millions  is  a  very  reason- 
able one. 

3108.  On  the  condition  that  the  rest  is  held  in 
short-dated  securities  ? — I  think  that  is  the  preferable 
plan,  certainly. 

3109.  {Sir  Robert  Chalmers.)  Would  you  wish  to 
qualify  your  remark  about  the  debtor  country  a  little 
further  ?  India  has  debts,  but  on  the  whole  she  is  a 
creditor  country,  is  she  not  ? — Yes,  that  is  so.  I  was 
thinking  more  of  the  fact  that  we  have  an  external 
loan  than  of  anything  else. 

3110.  You  have  got  to  pay  20  millions  in  this 
country;  that  was  in  your  mind? — That  was  in  my 
mind,  and  the  interest  on  the  loan.  Of  course  the 
more  you  appreciate  the  gold,  as  I  suppose  you  would 
call  it,  the  worse  it  is  for  India,  because  then  India  has 
practically  to  pay  more  in  interest  charges  on  her 
debt. 

3111.  On  the  whole,  there  is  a  balance  of  trade  on 
the  average  of  years  in  favour  of  India  ? — Yes. 

3112.  That  is  an  essential  fact ." — ^Yes. 
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3113.  "Without  that  India  would  be  in  a  very  par- 
lous position  ? — Quite  so. 

3114.  You  are  speaking,  therefore,  in  reference  to  a 
part  of  India's  position  and  not  to  the  whole  when  you 
speak  of  her  as  a  debtor  country  ? — Tes,  that  is  so. 

3115.  You  said  it  is  an  elementary  question,  but  I 
should  like  it,  if  you  would,  to  be  amplified  a  little 
further — that  you  thought  the  gold  m  the  Gold 
Standard  Reserve  should  be  kept  in  England  ? — That 
is  so. 

3116.  Would  you  mind  amplifying  your  view  about 
that  somewhat  ? — When  an  adverse  trade  balance 
occurs  people  wish  to  pay  silver  in  India  and  receive 
gold  in  England. 

3117.  Because  the  settlement  is  in  gold  at  home  ? 
—Yes. 

3118.  This  is  the  place  where  they  have  to  make 
their  payments  ? — Yes. 

3119.  And  consequently  you  keep  the  gold  here  ? — 
Yes. 

3120.  Would  you  attach  any  importance  to  the 
view  vrhich  I  believe  is  held  in  some  quarters  that  it 
would  be  a  fortifying  of  the  position  to  keep  the  gold 
in  India  in  whole  or  in  part? — I  cannot  see  how  it 
could  be.  On  the  contrary,  my  own  impression  is  that 
there  is  a  great  deal  to  be  said  for  the  view  that  even 
the  paper  currency  gold  in  India  is  of  no  use  there  at 
all,  and  that  when  a  crisis  occurs  we  should  send  it  all 
home  and  refuse  payment  of  gold  in  India  altogether. 
That  view  has  been  taken,  and  I  do  not  think  it  is 
altogether  wrong ;  but  I  do  not  know  how  far  public 
sentiment  would  stand  iC. 

3121.  Have  you  considered  at  all  the  question 
whether  it  would  be  desirable,  with  a  view  to  people's 
opinions  and  feelings,  to  have  any  statutory  sanction 
governing  the  Gold  Standard  Reserve  ? — No,  I  have  not 
considered  the  point. 

3122.  There  is,  of  coui-se,  with  the  Paper  Currency 
Reserve  a  special  statutory  sanction  ? — ^^Yes. 

3123.  But  you  have  not  considered  the  point,  you 
say  ? — No,  I  do  not  think  I  have. 

3124.  Coming  .now  to  that  suggestion  of  yours 
about  a  certain  amount  of  the  money  in  the  Paper 
Currency  Reserve  being  made  available  for  purposes  of 
advances  to  trade  in  India  at  certain  seasons;  the 
fiduciary  portion  of  the  Paper  Currency  Reserve  is  in 
certain  securities,  is  it  not  ? — Yes. 

3125.  Definite  securities.  Government  of  India 
securities  ? — Yes,  the  Indian  poi"tion. 

3126.  If  you  were  to  take  power,  in  accordance  with 
what  1  understood  to  be  your  scheme,  to  lend,  we  will 
say,  to  the  Presidency  banks  a  portion  of  what  happened 
to  be  in  cash,  but  which  you  regard  as  being  an  invest- 
ment portion,  you  would  require  the  same  type  of 
securities  to  be  deposited  by  the  Presidency  banks, 
I  take  it  ? — Yes,  that  is  so. 

3127.  That  is  to  say,  Government .  securities  ? — 
That  was  my  idea. 

3128.  Let  us  see  what  would  be  the  practical  effect 
of  your  scheme.  You  would  have  power  to  invest  up 
to  a  certain  figure  ? — Yes. 

3129.  But  you  would  not  invest  up  to  the  hilt  ? — 
That  is  so. 

3130.  You  would  keep  a  little  sum  which  you  might 
call  X  for  immediate  use  uninvested  and  remaining  as 
a  surplus,  which  would  be  a  supei-flnous  amount  of 
cash  ? — That  is  so. 

3131.  You  do  that,  keeping  it  in  cash  without 
earning  interest,  for  the  major  portion  of  the  year  with 
a  view  to  financing  trade  through  part  of  the  year  ? — 
Yes,  that  is  true. 

3132.  Therefore,  looked  at  merely  as  an  engine  of 
profit  and  loss  to  the  Paper  Currency  Reserve,  it  would 
mean  this,  would  it  not,  that  you  would  be  earning  no 
interest  for  the  best  part  of  the  year  and  you  would  be 
earning  interest  for  a  portion  only  of  the  year  ? — Yes. 

3133.  So  on  the  whole  you  would  lose  in  interest  ? 
— That  is  true ;  but  if  yon  will  allow  me  to  say  so, 
there  is  no  alternative.  What  I  mean  is  that  you  lose 
now,  and  under  any  system  you  must  lose.  I  am 
trying  to  make  that  loss  as  little  harmful  as  possible 
by  giving  the  trade  the  benefit  of  it.  Whatever  system 
is  adopted  for  the  investment  of  the  cuiTency  reserve, 


I  should  hold  there  must  always  be  a  balance  uninvested 
which  could  not  safely  be  invested.  It  is  so  under  the 
present  system,  and  if  you  fix  a  percentage  it  must  be 
so,  because  you  must  guard  yourself  by  being  a  little 
below  what  would  be  the  safe  percentage;  although 
you  would  be  holding  an  amount  which  you  could 
invest  you  are  doing  so  now,  and  you  will  do  so,  I 
should  think,  under  any  system. 

3134.  But  you  would  be  doing  it  a  little  further  ?— 
You  would  be  doing  it  with  your  eyes  open — I  do  not 
think  it  would  be  more. 

3135.  (Chairman.)  You  would  fix  an  amoimt  which 
it  is  safe  to  invest  .■" — Yes. 

3136.  I  vmderstand  you  to  say,  and  I  quite  agree 
with  you,  that  that  amount  would  have  to  be  fixed  at 
something  within  the  limit  of  safety  ? — Yes,  it  would. 

3137.  You  have  two  alternatives  before  you.  Having 
fixed  that  sum  x  as  being  capable  of  investment  at 
a  particular  period  of  the  year,  you  may  invest  it  for 
three  months  or  you  may  invest  it  for  twelve  ? — Yes. 

3138.  I  understand  your  suggestion  to  be  that  it 
should  be  invested  for  three  months  for  the  benefit  of 
trade  ? — Yes. 

3139.  Instead  of  for  12  months  which  would  be  to 
the  greater  benefit  of  the  fund.P — Yes.  Of  course  it 
depends  on  the  light  in  which  you  look  at  it.  I  look 
upon  it  that  the  percentage  which  we  shall  fix  for  the 
investment  shall  be  high  enough,  but  not  too  high.  If 
you  fix  that  percentage  you  cannot  work  up  to  it  every 
year,  as  it  wotild  not  be  safe.  Say  you  fixed  40  per 
cent,  of  the  average  circulation  of  the  previous  three 
years ;  well,  the  next  year  you  again  change  that  to 
40  per  cent,  of  the  average  circulation  of  the  then 
previous  three  years ;  and  supposing  that  the  circulation 
of  the  last  day  of  the  year  is  a  great  deal  higher  than 
the  average  of  the  previous  three  years,  then  you  will 
really  have  got  more  than  40  per  cent,  of  your 
cii'culation  uninvested. 

3140.  I  think  you  do  not  quite  see  the  point  I  was 
trying  to  put.  Whatever  the  sum  which  you  fix  as  being 
safe  to  invest,  is  it  not  a  necessai-y  part  of  youi-  proposal 
that  a  portion  of  it  should  be  invested  only  during  the 
busy  months  of  the  year  when  ti-ade  requires  assistance  ? 
—Yes. 

3141.  Whereas,  if  it  is  safe  to  invest  it,  you  would 
have  the  opportunity  of  investing  it  for  the  whole 
year  ? — 1  quite  see  the  point ;  but  it  seems  to  me  that 
you  could  invest  tempoiarily  even  beyond  what  it  is 
advisable  to  invest  pennanently. 

3142.  (Sir  Robert  Chalmers.)  The  Paper  CuiTency 
Reserve  is,  as  you  said,  fiduciary  ? — Yes. 

3143.  And  the  interests  of  the  Paper  Currency 
Commissioners,  are  they,  or  Board — of  the  authority 
regulating  that  reserve — is  to  safeguard  their  notes  ? — 
Yes. 

3144.  That  and  that  only  P — That  is  so. 

3145.  So  far  therefore  as  the  object  under  your 
scheme  is  to  lend  money  for  the  financing  of  trade,  it 
is,  would  you  agi-ee,  to  some  extent  a  departure  from 
the  purely  fiduciai-y  position  of  looking  after  the 
interests  of  the  notes  ? — Yes,  th^t  is  so ;  but  of  coui-se 
we  already  use  the  Paper  CuiTency  Reserve  in  other 
ways  than  merely  securing  the  encashment  of  the 
notes,  that  is  to  say,  we  do  use  it  as  a  means  of  helping 
trade  in  half-a-dozen  different  ways.  As  long  as  there 
is  no  interference  with  the  primary  object,  I  do  not  see 
why  we  should  not  do  it.  There  is  no  interference 
with  the  primary  object  of  the  reserve  which  is  the 
repayment  of  notes,  if  we  give,  say,  a  transfer  from 
one  place  to  another  through  the  Paper  CuiTency 
Reserve  as  we  often  do,  that  is,  if  we  give  banks 
and  merchants  the  option  of  paying  a  certain  sum 
into  the  resei-ve  in  one  place  and  taking  it  out  at 
another. 

3146.  That  is  machinery,  is  it  not  ? — It  is  a  part  of 
the  business  with  the  banks.  We  do  not  want  it  done 
for  our  own  pui-poses,  but  we  do  it  to  assist  them.  We 
do  not  particularly  want  the  currency  funds  moved 
from  one  place  to  another  at  the  time  we  allow  it  ■  but 
we  do  allow  it  because  we  can  allow  it  without  incon- 
venience and  for  the  purpose  of  helping  trade.  In  the 
same  way  when  we  sell  Council  bills  against  currency 
reserves  we  are  using  the  currency  reserves  really  as  a 
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means  to  assistf*  trade,  because  it  does  not  interfere 
with  the  safety  of  the  issue,  and  it  has  no  effect  upon 
that  one  way  or  the  other — therefore  we  allow  it. 
Of  course,  if  this  scheme  of  allowing  loans  were  in  any 
way  to  affect  the  safety  of  the  issue,  I  should  say.  Do 
not  do  it ;  but  if  it  does  not  affect  the  safety  of  the 
issue,  1  see  no  harm  in  taking  steps  which  would  make 
this  cuiTency  reserve  useful  instead  of  useless;  that 
does  not  seem  to  me  to  be  objectionable. 

3147.  So  far  as  you  lose  sight  of  its  fiduciary 
interest,  to  that  extent  you  are  deparfing  from  your 
position  as  a  tnistee  having  in  view  purely  the  interests 
of  the  note  issue,  and  you  are  acting  as  a  general 
philanthropist  for  trade  ? — As  far  as  we  lose  interest 
that  does  not  affect  the  Paper  Currency  Reserve,  because 
the  interest  is  not  created  to  the  Paper  Currency 
Resei"ve  but  to  the  Treasni-y. 

3148.  The  Paper  Cun-ency  Reserve  of  India  was 
m.odelled  on  the  issue  department  of  the  Bank  of 
England,  originally,  and  it,  still  retains  a  general 
similarity,  I  believe  ? — Tes. 

3149.  The  Bank  of  England  does  not  advance  money 
from  the  issue  department,  does  it  ? — No. 

3150.  To  that  extent,  therefore,  your  proposal 
would  be  a  departure  from  the  parent  system  ? — It  is, 
undoubtedly. 

3151.  Have  jow  considered  whether  it  would  be 
possible  to  put  the  Gold  Standard  Reserve  under, 
perhaps,  the  same  body  as  the  OuiTency  Commis- 
sioners ? — The  currency  is  not  under  a  Boai-d  of 
Commissioners.  1  do  not  remember  the  wording  of  the 
Paper  Currency  Act ;  there  is  a  Head  Commissioner 
of  Paper  Currency,  but  there  is  no  board,  or  anything 
of  that  soi't. 

3152.  There  is  an  authority  ;  could  that  same 
authority  also  be  in  chai-ge  of  the  Gold  Standard 
Reserve  ?^-The  two  things  are  rather  different,  are  they 
not  ?     I  do  not  exactly  follow  you. 

3153.  They  are  interlocked  to  a  great  extent  in 
inaintaining  the  gold  standard,  are  they  not? — Only 
because  we  make  use  of  the  Paper  Currency  Resei-ve  for 
a  purpose  for  which  it  was  not  created.  The  Paper 
Cun-ency  Reserve  has  got  nothing  to  do  with  main- 
taining the  gold  standard,  but  we  make  use  of  it,  just 
as  I  said  we  might  make  use  of  it  for  trade,  for 
that,  though  it  has  got  nothing  whatever  to  do  with 
that. 

3154.  (Sir  Ernest  Cable.)  With  regard  to  the 
criticisms  which  have  just  been  passed  upon  lending 
money  to  trade  from  the  cun-ency  resei've,  of  course 
the  question  of  interest  largely  enters  into  the  calcula- 
tion; supposing,  for  instance,  you  were  to  lend  for 
six  months  at  7  per  cent,  you  would  suffer  no  loss  of 
interest? — Not  if  you  could  lend  for  six  months  at 
7  per  cent.,  but  I  do  not  suppose  you  could  do  any- 
thing of  the  sort. 

3155.  Still  you  might  lend  at  a  higher  rate  than 
34  per  cent  ? — Undoubtedly. 

3156.  So  the  question  of  interest  might  not  be  such 
a  very  large  item? — It  might  not  be  serious.  That 
would  depend  on  whether  the  trade  took  it.  You  must 
remember  that  in  many  years  they  might  not  touch  it, 
and  you  might  certainly  have  an  infructuous  balance. 
1  think  under  any  system  we  woiUd  always  have  some 
infructuous  balance. 

3157.  Which  you  have  now,  you  say  ? — Which  we 
have  now. 

3158.  I  think  you  drew  a  distinction  just  now,  in 
answering  the  Chairman's  questions,  between  the 
pm-poses  of  the  currency  reserve  and  the  purposes  of 
the  Gold  Standard  Reserve,  which  were  quite  distinct .» — 
Yes.  I  say  yes,  but  we  really  need  not  have  a  Gold 
Standard  Reserve  at  all,  though  we  must  have  a  Paper 
Cun-ency  Reserve.  I  think  the  two  things  ai-e  rather 
different.  I  think  the  Paper  CuiTency  Resei-ve  ought 
to  be  managed  upon  a  stricter  footing. 

3159.  Of  course  the  object  of  the  Paper  Currency 
Reserve  is  to  protect  the  note  issue  ? — Yes. 

3160.  And  the  object  of  the  Gold  Standard  Reserve 
is  to  protect  the  rupees  ? — That  is  so. 

3161.  Would  the  two  together,  speaking  broadly, 
answer  one  and  the  same  purpose,  namely,  to  protect 
the   entire  cuiTency  ? — I  look  upon    them  as  rather 
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different.  For  one  thing,  we  have  a  note  issue  which 
we  promise  to  pay.  You  may  say  we  ha,ve  issued  a 
promise  to  pay  the  rupees,  but  we  have  not  done  so 
definitely — ^we  wiU  do  so,  of  com-se,  but  we  do  not 
pledge  ourselves  that  we  will  pay  the  rupees. 

3162.  I  was  only  leading  up  to  this  question, 
whether  it  would  not  simplify  mattei-s  generally  if  both 
resei-ves  were  thrown  together  ? — It  would,  and  it 
could  be  done,  but  under  present  circumstances  it  is 
impossible  because  our  not«  circulation  is  not  large 
enough.  It  is  quite  tme  that  the  Paper  Currency 
Reserve  and  the  Gold  Standard  Reserve  could  be 
amalgamated  and  the  whole  thing  worked  with  the 
Paper  Currency  Reserve,  but  not  at  present,  because 
our  circulation  is  not  big  enough. 

3163.  Do  you  mean  yom-  note  circulation? — The 
note  circulation  is  not  big  enough  to  enable  us  to  hold 
both  sufficient  securities  and  sufficient  gold.  You  must 
have  sufficient  securities  plus  sufficient  gold  to  main- 
tain your  rupee  standard,  but  we  have  not  got  enough. 
It  is  a  simple  matter  looked  at  in  view  of  the  figures  ; 
and  if  you  take  the  figures  you  will  see  we  have  not 
got  enough.  If  we  had  enough  it  could  be  done,  and 
I  think  some  day  it  will  be  done. 

3164.  It  is  quite  inconceivable,  is  it  not,  that  there 
should  be  a  iim  on  the  treasuries  to  change  notes, 
because  the  bulk  of  the  circulation  is  in  10-rupee  notes 
and  5-rupee  notes,  which  are  scattered  all  over  a  large 
continent  ? — Yes. 

3165.  Therefore  one  cannot  conceive  an  inconvenient 
amount  of  these  notes  being  presented? — I  think  you  can 
conceive  of  an  inconvenient  amount  being  presented. 
I  think  you  will  find  that  in  some  yeai-s  the  circulation 
has  very  largely  fallen  after  times  of  famine.  I  think 
in  1897  and  1898  there  was  a  very  large  fall  in  the 
circulation.  It  only  amounted  to  a  few  crores,  not  to 
50  percent.,  or  anything  of  the  sort;  stiU  it  was  rather 
a  large  fall ;  I  think  it  was  from  about  30  crores  to 
about  23  crores. 

3166.  {Mr.  Gillaii.)  Then  you  might  have  a  political 
crisis  in  which  the  security  of  the  Government  was 
affected  ? — Yes,  you  might.  Palls  in  the  circulation 
have  been,  you  might  call  them,  serious,  but  not,  of 
course,  anything  like  what  would  be  provided  for 
outside  the  investment. 

3167.  {Mr.  Gladstone.)  I  think  you  said  that  the 
Treasury  balances,  which  used  to  amount  to  about 
8  crores,  are  now  11  or  12  crores  ? — Yes,  about  11  ci-ores. 
That  is,  of  course,  at  the  minimum  time  of  the  year. 

3168.  Do  you  think  that  the  very  large  number  of 
treasuries  estabhshed  up-country  are  necessary  now  ? — • 
I  have  never  thought  about  it,  Isut  I  should  think  they 
were  quite  necessary. 

3169.  You  have  the  railway  and  telegraphic  facili- 
ties greatly  increased ;  do  you  think  that  full  advantage 
has  been  taken  of  those  with  a  view  to  economising 
the  balances  and  using  them  to  the  fullest  extent  ? — 
Do  you  mean  by  reducing  the  number  of  treasuries  ? 

3170.  And  the  balances,  by  being  able  to  move  them 
more  rapidly  backwai-ds  and  forwards  to  where  they 
are  required  ? — Even  now  we  do  not  move  the  balances 
except  as  we  require  actual  coin,  and  that  is  a  very 
small  amount.  However  many  railways  you  have  got, 
whatever  the  railway  communication  is,  you  would 
not  do  away  with  the  frequency  of  remittances  merely 
because  you  could  send  it  by  rail  instead  of  by  road, 
nor  would  the  expense  be  much  less. 

3171.  It  would  be  much  more  rapid,  and  much 
more  economical  and  much  safer,  would  it  not? — It 
would  be  much  more  rapid,  certainly,  but  I  am  not 
sure  about  the  other  things,  I  suppose  it  would  be 
more  economical,  but  I  have  not  thought  about  it. 

3172.  And  safer ;  there  would  be  less  risk? — Yes. 
At  the  same  time  you  must  remember  that  the  number 
of  transactions  tends  to  grow  yearly.  What  was 
sufficient  for  our  treasuries  10  or  15  years  ago  is  no 
longer  sufficient,  because  the  number  of  transactions 
is  multiplied  and  the  expenditure  is  greater.  You 
require  larger  balances  for  that  reason,  which  might 
neutralise  the  effect  of  your  increasing  railways,  and 
so  on.  I  do  not  say  that  om-  balances  are  too  low  or 
too  high,  but  at  the  time  when  they  were  raised  from 
about  8^  crores  to  about  11  crores,  it  was  rather  care- 
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fuUy  thought  over  as  to  exactly  what  increase  was 
desirable.  I  cannot  give  you  the  facts  now  because  I 
have  forgotten  them. 

3173.  Was  it  gone  into  with  a  full  knowledge  of  the 
diffei-ent  conditions  that  prevail  now  as  compared  with 
20  or  30  years  ago  ?—rl  think  what  was  taken  into  con- 
sideration was  not  so  much  the  altered  conditions  as 
what  we  found  in  actual  practice  was  the  trouble.  We 
found  it  troublesome  and  expensive  to  be  constantly 
moving,  and  I  do  not  think  we  compared  what  the 
conditions  and  the  means  of  transit  are  now  with  what 
they  were  then.  What  we  principally  took  iato  con- 
sideration— I  think  it  was  about  1905;  or  1906  that  the 
increase  was  made — ^was  the  amount  of  trouble  we  had 
in  moving  funds,  and  the  amount  of  care  and  trouble, 
and  the  number  of  telegrams,  and  so  on,  that  the 
Comptroller-General  and  his  assistants  had  to  deal 
with.  We  foimd  it  was  troublesome  with  such  a  small 
balance  because  funds  were  constantly  wanted  in  a 
place  where  money  was  not  available.  ,We  did  not 
take  the  greater  facilities  of  remittance  into  considera,- 
tion  .as  compared  with  what  they  had  been  20  yeai-s 
ago,  but  what  the  trouble  was  that  we  were  finding  at 
the  time. 

3174.  Do  you  not  think  if  those  facilities  wei-e 
taken  into  account,  a.nd  also  the  extension  of  tele- 
graphs, and  so  on,  that  n:uch  more  frequent  returns 
might  be  made  to  the  central  authority,  and  that  that 
would  lead  to  the  economising  of  its  balances  which 
are  still  dealt  with  in  watertight  compartments  without 
relation  one  to  another,  ajid  in  connection  with  which, 
therefore,  there  may  be  a  considerable  waste  ? — There 
might  be,  but  that  is  not  so.  We  already  consider  that 
we  take  all  the  advantage  that  we  can  of  the  means  of 
ti-ansit  and  communication ;  and  notwithstanding  that, 
we  found  that  it  gave  us  a  great  deal  of  trouble  and 
expense,  and  we  thought  we  would  lessen  that  by 
increasing  the  balance.  We  were  quite  aware  at  the 
time  it  was  done  that  increasing  it  meant  paying 
practically  so  much  interest. 

3175.  Would  it  be  possible  to  have  a  statement  of 
some  of  the  representative  treasuries,  small  and  great, 
showing  the  money  going  in  and  out,  say  for  a  week  or 
a  .  month  ?  I  do  not  know  how  the  other  members  of 
the  Commission  stand,  but  I  have  not  the  slightest 
idea  what  goes  on  at  these  treasuries.  It  is  a  matter 
of  negotiation  now,  is  it  not,  between  the  Govemment 
and  the  Presidency  banks  very  often  as  to  whether  or 
not  the  banks  will  establish  a  branch  and  so  enable  a 
treasury  to  be  abolished  ? — Tes. 

3176.  Do  you  not  think  that  the  banks  would  be 
able  to  work  more  econpmically  than  the  treasuries  by 
combining  banking  with  Treasury  business  p — Wherever 
it  is  possible  for  the  banks  to  open  branches  they 
already  do  "so.  I  do  not  quite  see  how  that  could  be 
done  to  a  greater  extent. 

3177.  My  experience  is  that  the  terms  are  not 
considered  good-  enough  often,  and  that  the  .banks 
refuse  ? — I  do  not  remember  any  case  of  a  bank 
refusing  because  the  terms  were  not  considered  good 
enough.  I  can  remember  cases  of  banks  refusing 
because  there  was  not  enough  business  ;  and  that  is 
the  considei-ation,  I  imagine,  that  piTncipally  operates 
with  the  banks  when  they  are  asked  to  open  a  new 
branch. 

3178.  Of  course,  that .  difficulty  might  be  met  by 
giving  them,  as  I  think  is  often  done,  some  special 
terms  for  that  particular  branch  ? — Tes.  We  have 
given  them  minimum  balances  in  certain  cases. 

3179.  (Mr.   Keynes.)  Sir    Robert    asked    you    one 
.  question  suggesting  that  your  plan  of  temporary  loans 

from  the  paper  currency,  though  it  might  be  useful  to 
trade,  would  be  made  at  the  expense  of  the  interest 
earned.  I  want  to  pureue  that  point  a  little.  I  under- 
stand your  view  is  that  from  time  to  time  you  can 
invest  temporaiily  more  than  you  can  safely  invest 
permanently  P — I  would  hardly  say  that,  but  I  think 
you  can  invest  temporaiily  more  than  you  would  pledge 
ycairself  to  invest  permanently. 

3180.  More  than  it  would  be  wise  to  invest  per- 
manently ? — Not  exactly  more  than  it  would  be  wise 
to  invest  permanently,  because  I  take  the  view  that  the 
percentage  might  be  very  much  larger  than  anything 


I  have  suggested  with  perfect  safety;  but  I  am 
doubtful  whether  we  could  take  the  step  of  actually 
pubhshing  to  the  world  that  we  were  going  to  invest, 
say,  75  per  cent,  of  our  reserve,  and  I  think  Govern- 
ment would  hardly  care  to  face  public  opinion  to  such 
an  extent.  I  personally  think  it  would  be  quite  safe  to 
invest  60  or  70  per  cent,  of  our  reserve,  but  I  do  not 
think  we  should  go  so  far. 

3181.  But  you  think  that  objection  does  not  apply 
to  temporaiy  investment  P — ^I  think  the  objection  does 
not  apply  to  a  temporary  investment.  My  own  view 
is  that  it  does  not  make  any  difference  whether  you 
work  to  a  percentage  ,of  40  per  cent.,  and  allow  the 
Government  to  vary  its  investments  within  that  for 
temporary  purposes,  or  wiether  you  provide  for  the 
fact  of  .temporafy.advances  in  addition  to  that.    ■ 

3182.  If  you  are  investing  temporarily  money 
against  the  ipermanenS  investment  of  which  theite  is  no 
objefetion,  Sn^  Robeirt  Chalmers  was  obviously  right  P — 
Tes.  .'  ■•■■ 

3183.  But  if  you  can  invest  tempoi-arUy  money 
against  the  permanent  investnient  of  whifeh  there  is 
some  objection,  of  whatever  kind,  then  perhaps  there  is 
an  answer  to  his  point.'' — I  do  not  say  that  there  is  quite 
a,  satisfactory  answer,  and  I  do  not  pretend  to'  give 
an  entirely  satisfactory  answer.  What .  Sir  Robert 
Chalmei-s  said — and  my  own  view  is  that  it  is  so, 
but  it  is  my  own  personal  opinion— was  that  we  could 
safely  invest  temporarily,  because  it  is  nlore  easy, 
for  one  thing;  to  withcbaw  a  temporary  investanent 
than  a  permanent  investment,  and  for  another,  you 
want  to  have  some  power  of  varying  your  investment 
within  the  limit  which  I  have  fixed  as  the  minimum. 
One  instance  of  that  is  this:  you  have  an  average 
circulation  for  three  years,  say,  of  62  crores — I  will 
give  you  a  concrete  instance ;  that  is  the  present 
state  of  facts.  That  gives  you  an  investment 
of  24 '80  at  40  per  cent. ;  suppose  at  the  end' : of 
next  year  the  circulation  is  found  to  be  (Ally 
56  crores  owing  to  a  famine  having  occurred,  or 
suppose  it  is  only  48  crores  owing  to  a  famine  having 
occurred,  which  is  a  quite  possible  event,  then  you 
v/ill  have  got  invested  about  50  per  cent,  of  your 
currency  reserve,  which  a  great  many  people  would 
say  is  an  excessive  amount.  Therefore  you  would 
have  to  have  a  proviso  in  yoiu-  Act  that  if  the  invest- 
ment exceeded  a  certain  percentage — and  in  fact 
this  was  part  of  my  proposal — of  the  circulation  on 
the  last  day  of  the  immediate  pi'eeeding  year,  that 
amoimt  of  the  investment  should  be  withdrawn. 

3184.  Tou  could  withdraw  it  then  more  easily 
than  if  it  were  permanent  ? — That  is  so. 

3186.  I  would  like  to  put  to  you  another  reason  in 
favour  of  a  temporary  investment — when  a  good 
season  is  ensui-ed,  reserves  which  were  not  supei-fluous 
so  long  as  the  nature  of  the  season  was  doubtful 
become  temporarily  superfluous  P — Tes. 

3186.  Therefore,  if  the  Govemment  keep  their  funds 
intact  until  a  good  season  is  assured  and  lend  them 
on  terms  which  would  bring  all  that  money  back 
again  by  the  end  of  the  season,  they  could  do  that 
without  running  any  appreciable  risk  of  being  caught 
short  of  reserves;  whereas  they  could  not  have  done  that 
pennanently,  because  a  bad  season  might  have  ovei-taken 
them,  when  they  would  want  the  reserves.  Would 
you  agree  to  that  ?— I  am,  not  quite  sure  that  I  follow 
that. 

3187.  Say,  that  in  November  the  chai-acter  of  the 
season  was  obvious ;  if  you  have  funds  then  in  hand 
to  lend,  well  and  good,  you  can  be  sure  of  the  money 
coming  back;  but  it  would  be  very  rash  to  have 
lent  in  August  before  you .  were  certain  how  the 
season  Would  turn  out  ? — Tes,  that  is  so. 

.3188.  In    those    cij-oumstancas    the     Govemment 
could  lend  with  the  least-  risk  to  itself  ?— Tes,  that 

is  so.  ;  .  . 

3189.  And  at  the  same  time  it  would  be  lendinc 
at  a  moment  when  funds  were  most  useful  to  trade  P— 
Tes,  that  is  so. 

3190.  Would  that  be  in  your  mind  an  additional 
reason  ior  temporary  investments? — Tes,  I  agree 
with  you, 
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31 91 .'  But  thaft  would  not '  apply  at  all  to  peiinanent 
inyestments  ? — That  is  so,  I  agree. 

3192.  Do  your  pi^oposals  for  the  investment  of 
the  Paper  Currency  Funds  apply  to  temporary  invest- 
ment in  London  as  well  as  in  India  ? — It  was  only 
in  India  that  I  was  thinking  of  investment. 

3193.  You  were  not  thinking  of  lending  in  London 
against  Government  securities  P^Well,  yes,  I  was. 

3194.  Both  in  India  and  in  London? — Tes,  both. 
What  I  was  thinking  of  with  reference  to  India  was 
entirely  as  regards  advances.  I  was  thinking  that  we 
might  also  invest  part  of  our  currency  funds  not 
in  permanent  investmeHts  at  all,  for  the  reason  I  have 
just  given  to  you,  the  facility  of  varying  within 
the  limit 

3195.  In  Treasury  hills,  for  example? — Quite  so. 
The  two  things  are  separate  in  my'  mind.-  I  was 
thinking  separately  of  advances  made  to  the  Presidency 
bSaiks  and  of  the  possibility  of  investing  some  of  our 
reserve  here  at  home  in  temporary  securities  instead 
of  permanent. 

3196.  They  were  also  separate  in  my  mind.  Now 
I  want  to  go  to  the  point  of  the  investments  in 
London.  If  that  were  done,  would  there  then  be 
any  reason  against  the  Suggestion  made  by  the 
Chairman  of  abolishing  the  silver  branch  of .  the  Gold 
Standard  Reserve  and  taking  all  that  into  the  Paper 
Currency  and  putting',  gold  into  the  Gold  Stan3ard 
Reserve  ? — I  agree  to  that. 

3197.  Would  there  be  any  objection  to  it? — I 
think  not ;  and  I  anticipated  that  that  w6uld  be 
done  when  we  once  got  a  high  percentage  and  a 
really  high  circulation.  The  only  question  is  whether 
at  present  it  can  he  done.  T  have  not  examined 
into  it.  It  is  a  question  of  figures.  It  depends  on 
how^miich  yOti  can  temporarily  infest,  does  it  hot? 

3198.  Is  it  your  opinion  that  the  silver  branch 
of  the  Gold  Standard  Reserve  only  exists,  because 
the  Secretary  of  State  is  not  free  to  invest  the  Paper 
Currency  Reserves  temporarily  ? — It  comes  to  that. 

3199.  That  is  another  advantage,  therefore,  in 
ha,ving  this,  power  of  temporary  investment? — Un- 
doubtedly.   That  was  one  of  the  advantages  I  thought  of. 

3200.  It  is  simply  because  the  Secretary  of  State 
cannot  invest  the  currency  money  temporarily  that  it 
is  necessary  to  hold  silver  in  India  separate!  from  the 
paper  currency  silver  ? — That  is  so. 

3201.  In  recent  years  by  the  universalisation  of  a 
number  of  notes  the  old  cii'cle  system  has  been,  in 
effect,  largely  abolished  ? — ^Tes. 

3202.  In  your  opinion  is  there  any  reason  why  the 
circle  system  should  not  be  done  aWay  with  altogether 
now  ? — I  do  not  see  why  we  shoiild  do  it  with  reference 
to  the  very  high  notes  like  the  10,000-rupee  notes. 

■  3203.  What  would  be  the  disadvantage  ? — They  are 
not  notes  that-  pass  from  hand  to  hand.  We  have 
done  it  in  the  other  case's  for  the '  convenience  of  the 
public ;  but  if  you  include  10,000-rupee  notes,  that 
would  merely  mean  paying  for  the  traders'  remittances, 
and  in  those  cases  the  traders  should  pay  the  exchange. 
In  Europe  if  you  want  to  send  money  from  one  country 
to  another  you  have  gpt  to  pay  the  difference  of  exchange, 
meaning  the  cost  of  carriage,  as  I  understand  it — I  do 
not  know  that  I  can  explain  the  matter  very  well,  but  it 
should  be  the  same  in  India.  The  Government  ought 
not  to  take  any  risk  of  having  to  pay  the  cost  of  any 
remittance  for  the  sake  of  trade,  and  there  is  no  reason 
why  merchants' should  not  pay  it  themselves.  If  you 
universalise  10,000-rupee  notes  you  are,  with  your  eyes 
open,  saying,  we  will  pay  all  your  remittance  charges 
for  you  if  you  happen  to  use  those  notes.  We  took 
the  risk  in  the  case  of  the  smaller  notes  because  we 
considered  the  advantages  to  the  ordinai-y  holders,  the 
smaU  people,  were  so  great  as  to  overcome  any 
objection  to  Government  having  to  pay  remittance 
charges;  but  it  would  not  be  so  in  the  case  of 
10,000-rupee  notes.  ,,     ,«« 

3204  Do  you  think  that  now  the  100-rupee  note  is 
a  universal  legal  tender  it  is  not  used  for  remittance  ? 
—I  do  not  say  that,  but  I  think  the  advantages  would 
be  greater  than  any  risk  we  might  have  to  pay  for. 
r  am  not  sure  in  actual  practice  whether  we  have  had 
to  pay  anything,  because  I  have  not  been  in  India 


lately.  The  idea  was  that  whatever  risk  was  run,  it 
was  worth  it ;  but  it  would  not  be  worth  it  in  the  case 
of  notes  which  wOuld  be  used  purely  for  remittances 
and  never  in  hand-to-hand  transactions. 

3205.  Toil  would  admit,  I  take  it,  that  the  circle 
systeiHinthe  past  hndoubtedly  hindered  the  popularity 
of  notes  ? — Yes,  it  did. 

3206.  And  the  people  wiU  probably  be  rather  slow 
to  understand  that  that  reason  has  largely  disappeared  ? 
—Yes;-     '■ 

3207.  If  you  entirely  abolished  even  the  name 
"  circles  "it  might  help  to  make  it  clear  to  the  people  ? 
— Yes,  it  might  do  so. 

3208.  I  am  suggesting  that  it  wotdd  not  really 
make  much  practical  difference,  because  if  anybody 
wants  to  use  notes  for  remittance  they  can  already 
use  100-rupee  notes,  and  the  difference  between  using 
ten  100-napee  notes  and  a  1,000-rupee  note  is  not  very 
great,  is  it  ?— I  think  it  is  very  great.  I  am  not  sure 
— 1  think  Sir  James  Begbie  could  teU  you  that  better 
than  I  can — but  I  should  think  that  10,000-rupee  notes 
would  be  used  practically  for  payments  between  bankers, 
and  only  for  that  class  of  payments^  I  should  think  the 
Government  would  certainly  lose  a  good  deal  if  they 
were  univet-salised,  not  only  in  the  cost  of  remittances 
at  present,  but  we  get  a  good  deal  of  premium  from 
allowing  funds  to  be  transferred  and  we  should  lose 
the  whole  of  that.  Tour  idea,  I  take  it,  is  that  simply 
the  name  of  the  thing  would  encourage  the  circulation 
and  therefore  we  ought  to  bear  the  cost  for  that 
reason. 

3209.  The  abolition  of  circles  would  simplify  the 
system,  and  the  cost  would  not  be  very  great  ? — I  agree 
there  is  a  good  deal  to  be  said  for  that  view,  bu% 
I  would  not  do  it. 

3210.  (Mr.  Gillan.)  Do  you  suppose  that  the 
ordinary  person  knows  anything  whatever  about  our 
circle  system  ?  There  is  nothing  on  a  universal  note, 
is  there,  which  shows  that  it  belongs  to  a  particular 
oh-cle  except  the  letter  ? — That  is  so ;  but  he  does 
know  about  the  .circle  system,  because  he  has  grown  up 
in  the  knowledge — everybody  has  nowadays. 

3211.  The  ordinary  person  who  is  dealing  with  small 
notes  ? — Yes,  he  knows  that  he  could  not  formerly 
have  got  a  Bombay  note  cashed  in  Calcutta.  I  think 
the  system  is  generally  known. 

3212.  (Mr.  Keynes.)  If  you  could  say  to  people 
that  notes  were  legal  tender  everywhere,  if  the  state- 
ment could  be  put  into  a  simple  form,  would  that  not  do 
something  to  clear  away  the  sort  of  doubt  that  remains 
as  a  legacy  of  the  old  system  ? — I  rather  doubt  whether 
it  would  have  any  great  effect.  I  do  not  think  the 
wording  of  the  Act  would  reach  the  public.  I  think  it  is 
the  actual  practical  thing  that  they  look  at  most.  They 
know  that  they  can  get  a  Calcutta  100-rupee  note 
changed  in  Bombay  now,  or  they  gradually  acquire  the 
knpwledgQ  that  they  can,  and  I  should  not  think  the 
native  Indian  people  would  think  of  what  the  actual 
wording  of  the  Act  was,  and  that  it  was  only  in  the 
caBe  of  the,  notes  that  they  themselves  used  that  they 
WQuld  learn  that  they  could  do  it,  and  that  they  would 
not  acquire  the,  knowledge  in  the  case  of  the  very  high 
value  notes.  It  does  not  seem  to  me,  therefore,  that 
the  actual  wording  of  the  Act  would  appeal  to  the 
native  mind. 

3218.  At  present  in  the  case  of  anybody  who  was 
brought  upi^in  the  .old  state  of  affairs,  it  is  a,  compli- 
cated business  to  explain  to  him  exactly  what  the 
existing  position  is  ?-i-Yes,  but  do  you  not  .think  it  will 
gradually  die  away  ? 

3214.  Perhaps.  You  express  the  opinion  that  to 
increase  the  circulation  of  the  notes  was  a  very  important 
thing  ?— 7-1  think  it  is  very  important. 

3215.  Does  any  way  occur  to  you  by  which  the 
popularity  of  thei  notes  could  be  further  increased  ? — 
Only  what  I  just  mentioned — ^that  we  should  encash 
them  at  more  places  than  the  currency  offices. 

3216.  Is  that  feasible?— I  think  it  is  feasible.  I 
think  it  might  entail  a  higher  coin  reserve,  that  is  the 
only  thing. 

3217.  Would  it  be  possible  at,  say,  the  post  offices 
always  to  encash  5-rupee  notes  if  convenient  ? — Yes,  I 
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should  think  it  might  be  possible,  but  I  am  not  soi-e, 
and  I  would  i-ather  not  say  exactly. 

3218.  I  am  rather  thinking  of  instructions  to 
Government  officers  to  do  this,  in  order  to  produce  the 
impression  on  the  native  mind  more  than  is  the  case  at 
present  that  the  Government  would  like  to  make  it 
easy  to  cash  notes  ? — I  think  it  might  be  done. 

3219.  At  any  rate,  more  could  be  done  than  is  being 
done  ? — 1  think  something  more  might  be  done,  but 
exactly  what  I  should  hardly  like  to  say  without 
examining  the  thing  closely,  as  I  have  never  thought 
of  it ;  iu  fac-.t,  my  attention  had  never  been  di-awn  to  it 
until  quite  recently,  and  it  was  not  drawn  to  it  while  I 
was  in  India.  We  never  I'aised  the  question  then 
whether  we  should  encash  the  notes  anywhere  except 
at  the  special  towns. 

3220.  (Sir  Ernest  Cable.)  With  regard  to  the 
suggestion  that  the  post  office  should  always  encash 
5-rupee  notes  if  convenient  to  them,  that  would  have  a 
good  effect  so  far  as  it  went,  but  it  would  also  have  a 
harmful  effect  if  one  day  the  post  office  were  unable 
to  cash  them ;  would  that  not  lessen  confidence  in 
the  note  issue  ? — There  would  be  an  objection  to 
uncertainty. 

3221.  And  it  certainly  might  be  criticised? — The 
fact  is  I  have  really  not  considered  these  things ;  I 
have  not  taken  them  into  consideration  at  all.  It 
would  require  a  good  deal  of  consideration  before  we 
could  say  exactly  how  far  we  could  go  in  the  extension 
of  encashibility.  Tou  would  have  to  consider  all  the 
points  we  have  just  been  mentioning,  and  it  is  not  an 
easy  question  consequently  to  answer  off-hand. 

3222.  (Mr.  Keynes.)  In  your  time  the  Government 
did  not  consider  whether  they  were  pushing  the  notes 

.  as  much  as   they  could  ? — No,  they  did  not — at  any 
rate,  not  to  my  knowledge. 

3223.  Mr.  Gladstone  spoke  to  you  about  the  amount 
of  coin  kept  in  the  sub-treasuries,  and  he  asked  you  on 
what  sort  of  principle  you  had  been  acting,  and  you 
answered,"  as  I  understand,  that  the  dominating  con- 
sideration was  that  you  should  avoid  the  constant 
bother  of  the  movement  of  money  and  so  forth, 
because  that  was  expensive  and  troublesome  ? — It  is 
very  expensive  in  such  a  large  country  as  India. 

3224.  But  if  you  are  prepared  to  face  that  trouble 
you  might  be  able  to  have  rather  smaller  balances  at 
the  sub-treasuries  without  risk  ? — That  might  be  so  at 
the  treasuries,  but  you  cannot  have  smaller  balances  at 
the  sub-treasuries,  because  that  is  where  we  collect  our 
revenue,  and  we  do  not  make  payments  from  the  siib- 
treasuries,  or  at  least  very  few. 

3225.  As  long  as  the  alternative  was  to  move  the 
money  into  the  reserve  treasuries  and  there  leave  it 
idle,  the  consideration  of  the  trouble  and  expense 
would  be  paramount,  but  if  the  money  that  you  move 
was  being  used  you  could  set  against  that  trouble  and 
expense  the  interest  earned ;  I  mean  the  amount  which 
the  Government  of  India  could  lend  or  invest  depends  on 
the  amount  in  the  reserve  treasuries,  and  the  amount 
in  the  reserve  treasuries  depends  on  the  amount  in  the 
other  treasuries  being  kept  as  low  as  is  convenient  ? — I 
am  afraid  I  do  not  quite  understand  that.  The 
amount  which  the  Government  can  lend  depends  upon 
the  amount  we  get  at  the  reserve  treasuries.  Are  you 
talking  now  of  loans  from  the  Treasuiy  balances  ." 

3226.  No ;  I  am  speaking  of  loans  from  the  Paper 
CuiTency  Reserve,  your  original  proposal  ? — A  loan 
from  the  Paper  Currency  Reserve  has  no  connection 
whatever  with  the  balance  in  our  Treasury.  The 
balance  in  the  treasury  is  entirely  independent  of  the 
currency. 

3227.  I  thought  you  were  speaking  of  the  paper 
cuiTency  offices  ? — No ;  I  think  Mr.  Gladstone  was 
speaking  of  the  treasuries.  But  I  quite  see  what  is  in 
your  mind.  If  we  did  not  mind  the  trouble  and  ex- 
pense of  remittances,  we  certainly  could  work  with  a 
smaller  balance. 

3228.  Is  the  amount  of  inipees  at  the  cm-rency 
offices  all  over  the  country  kept  down  to  the  lowest 
point  ? — Yes.  We  fix  the  total  amount  of  rupees  in 
our  cuiTency  at  a  certain  maximum  figiu-e  at  the  be- 
ginning of  the  busy  season,  and  work  down  to  the 


lower  figm-e  at  its  end ;  but  that  maximum  is  a  maxi- 
mum with  reference  to  all  the  Paper  CuiTency  Reserve, 
and  not  to  the  reserve  at  one  place. 

3229.  On  what  principle  has  that  maximum  figure 
been  fixed  ?— It  has  been  fixed  upon  the  experience  of 
previous  years  as  to  the  absoi-ption  and  the  return  of 
rupees  from  cii-culation. 

3230.  Has  it  been  overhauled  lately  .P — Yes,  quite 
lately,  I  think  about  1910  or  1912 ;  I  have  forgotten 
which. 

3231.  You  4o  not  think  there  is  any  room  for 
economy  in  that  way  then  ? — In  what  way  ? 

3232.  You  think  there  are  as  few  i-upees  scattered 
about  the  country  in  Government  treasui-ies  as  is 
possible? — Yes,  I  think  so.  I  think  the  amount 
calculated  is  a  very  reasonable  one. 

3233.  {Sir  Shapurji  Broacha.)  When  you  left  India 
you  think  the  Treasury  balances  had  reached. the  safety 
point  of  about  11  or  12  crores  ? — I  think  the  minimum 
was  calculated  at  about  11  crores. 

3234.  Have  you  any  idea  now  what  the  figure 
should  be  for  the  safety  of  the  Government  ? — I  think 
it  should  be  about  the  same.  I  think  we  calculated  a 
faii'ly  liberal  figure  at  the  time.  We  used  to  work 
with  a  lower  Treasiuy  balance ;  it  was  once  about 
85  croresi  at  the  height  of  the  busy  season,  and  we 
raised  it  to  11  crores  so  as  to  give  us  a  liberal  amount. 

3235.  But  that  was  four  years  ago? — ^I  think  it 
was  about  1909  or  1910  we  began  raising  it.  We  did 
not  do  it  all  at  once ;  in  one  yeai-  we  i-aised  it  to  10 
crores,  and  I  think  in  the  following  year  to  11  crores ; 
I  have  forgotten  the  exact  dates. 

3236.  Supposing  we  put  it  at  the  utmost  and  say 
15  crores  ? — We  never  tried  to  work  to  so  high  a  figure 
as  that. 

3237.  If  it  were  25  crores  now,  what  would  be  your 
advice  ? — But  we  had  not  that  amount. 

3238.  If  25  crores  were  in  the  Government  Treasuiy 
Reserves,  and  that  is  the  existing  figure  at  this  date  ? 
— It  should  not  he  25  croi-es,  as  a  matter  of  fa<!t,  unless 
you  entirely  change  the  piinoiple  of  how  much  you 
draw  away  to  England. 

3239.  That  is  the  balance,  not  the  fixed  minimum, 
as  it  exists  now  actually  in  the  Government  treasuries  ? 
— ^Do  you  mean  in  any  particular  month  ? 

3240.  At  the  end  of  last  year,  Mai-ch  ? — You  have 
got  to  recollect  that  the  balance  at  the  end  of  March 
is  fixed  with  reference  to  what  the  balance  will  be  on 
the  30th  November. 

3241.  That  has  been  done  for  some  time  now. 
How  much  do  you  think  would  be  lent  in  time  of 
stress  or  sti-ain  on  the  money  market,  about  five  crores  ? 
— How  much  of  what  ? 

3242.  Of  the  25  crores  balance  lying  in  the  Treasuiy 
idle  ?— We  never  requh-ed  a  higher  balance  than  about 
18  crores  in  India  at  any  time.  A  little  over  18  crores 
is  our  maximum  balance  on  the  31st  Mai-ch,  and  we  do 
not  ordinarily  require  a  higher  balance  than  that  in 
order  to  have  11  crores  on  the  30th  November. 

3243.  Ordinarily  about  12  or  13  crores  will  suffice  ? 
—About  12  or  13  crores  will  suffice  for  these  months, 
November,  December,  and  Januaiy. 

3244.  Supposing  that  in  Januaiy  you  have  20  crores, 
I  think  it  would  be  safely  lent,  what  do  you  say  ? — Yea, 
undoubtedly. 

3245.  Our  fiduciaiy  securities  are  now  14  crores  on 
a  circulation  of  69  ? — Yes. 

3246.  That  is  only  20  per  cent,  of  the  whole  now  ? 
— That  is  about  it. 

3247.  Do  you  not  think,  compared  with  what  it  is 
m  this  country  and  in  other  countries,  that  that  is  a 
veiy  low  percentage  ?— Yes,  I  think  it  is  unnecessarily 
low.  ■' 

3248.  In  fact  Government  cannot  afford,  if  the 
Ti-easmy  balances  are  very  low,  to  give  you  any  loans 
from  the  currency  balance  against  Government  paper  ? 
— They  could  if  it  stayed  as  at  present. 

3249.  There  are  only  about  eight  centres  or  eight 
circles  for  encashing  notes;  is  that  so? — I  do  not 
remember  the  number,  but  it  is  something  like  that. 

3250.  Could  not  the  GoveiTiment,  with  their  present 
machinery,  enlarge  the  number  of  circles  ?— I  am  not 
sure  what  the  advantage  would  be. 
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3251.  (Mr.GiUfm.)  But  it  could  increase  tie  number 
of  offices  at  which  notes  could  be  encashed? — Tes, 
that  is  one  of  my  points. 

3252.  (Sir  Shapm-ji  Broacha.)  In  one  of  the  letters 
that  has  been  put  before  us  it  is  stated  that  the 
Grovemment  have  to  keep  money  in  200  large  places 
and  about  800  small  places,  so  that  when  we  are  talk- 
ing of  a  State  bank  which  could  have  a  number  of 
branches,  may  it  not  be  said  that  the  Government 
have  branches  enough  already  if  they  choose  to 
encourage  the  larger  taking  of  notes  by  the  people  ? 
— ^Tes,  and  I  have  just  said  that  I  think  we  could, 
perhaps,  increase  the  number  of  places  at  which  we 
encash  the  notes.  Of  course,  we  should  not  do  so  at 
every  Treasury. 

3253.  Did  you  also  say  that  money  could  be  lent 
from  the  Gold  Standard  B,eserve  in  time  of  stringency  ? 
— I  said  that  it  could  not. 

3254.  (Sir  James  Begbie.)  I  understood  you  to  say 
that  you  thought  you  could  not  lend  from  the  Treasury 
balances,  becaiise  you  could  not  count  upon  the  Treasury 
balances  ? — That  was  so. 

3255.  Does  that  apply  to  the  revenue  collecting 
months  in  the  early  part  of  the  year  ? — It  might  apply. 
You  never  know  when  a  time  of  strain  might  fall  on 
the  Government.     It  is  quite  possible  that  we  might 

•  be  very  short  of  money,  and  even  have  to  stop  the 
Secretary  of  State's  bills.  We  did  so,  you  will  re- 
member, in  1897.  At  that  time  a  war  occurred,  and 
at  the  same  time  there  was  a  famine  and  the  war 
happened  to  be  in  August,  but  if  that  happened  to  be  in 
January  or  in  February,  I  am  not  at  all  sure,  even 
although  the  revenue  collection  came  in  at  that  time, 
that  we  should  be  in  a  position  to  give  money  to 
the  banks. 

3256.  Taking  the  figures  over  a  number  of  years, 
the  Treasiu-y  balances  are  alwa,ys  high,  are  they  not  ? 
— Generally  ;  I  do  not  say  that  usually  we  could  not 
give  it  to  the  banks. 

3257.  In  the  last  two  or  three  years  there  have  been 
very  large  surpluses ;  do  you  think  those  sui-pluses 
could  have  been  held  in  India  and  lent  out,  or  do  you 
approve  of  their  having  been  brought  home  ? — I 
approve  of  their  having  been  brought  home. 

3258.  Ton  do  not  think  they  would  have  been 
more  useful  if  lent  out  in  India,  so  far  as  the  money 
market  was  concerned  ? — Of  course  you  could  retain  a 
certain  amoiint  of  surplus  for  loaning  in  India,  but 
then  what  are  you  going  to  do  with  it  afterwards  ? 
Supposing  you  lent  the  surplus  and  did  not  draw  it 
away  when  a  favoiu-able  opportunity  occurred,  you 
would  be  left  with  it  on  your  hands  for  the  whole  of 
the  year  except  for  the  first  two  months. 

3259.  What  would  you  gain  by  having  it  sent 
home? — By  having  it  sent  home  it  could  be  spent 
either  in  the  avoidance  of  debt  by  capital  expenditure, 
or  in  the  reduction  of  debt.  It  is  usefvil  at  home ;  it 
is  no  use  in  India. 

3260.  As  a  matter  of  fact  it  was  lent  out  in 
London  ? — Some  of  it  was. 

3261.  And  it  went  to  accumulate  the  cash  balances  ? 
— No;  I  do  not  think  that  is  quite  right.  My  own 
idea  is  that  a  large  portion  of  it  was  drawn  away,  and 
as  soon  as  it  was  possible  to  employ  it,  it  was  employed 
either  for  capital  expenditure  or  for  the  reduction  of 
debt.  Of  course  you  cannot  always  employ  your  funds 
at  the  moment,  because  there  are  certain  conditions 
which  compel  you  to  keep  them  perhaps  temporarily  in 
hand.  The  idea  was  to  utilise  them  as  early  as  possible, 
and  I  fancy  they  were  utilised  as  early  as  possible. 
We  should  have  been  hampered  in  doing  so  if  we  had 
left  them  in  India. 

3262.  I  think  a  good  deal  of  the  balances  in  London 
were  formed  from  the  surpluses  drawn  from  India  ? — 
Nearly  all;  in  fact  all  except  the  few  millions  that 
they  had  at  home. 

3263.  The  balances  rose  to  a  pretty  considerable 
figure  ? — They  rose  to  a  considerable  figure,  but  I  do 
not  know  that  it  could  have  been  foreseen  that  they 
would  rise  to  a  particular  figure.  The  Secretary  of 
State,  I  think  very  wisely,  drew  away  the  balances  as 
he  was  able  to  do  so.     In  the  long  run  he  must  draw 


them  away,  in  order  to  pay  our  home  charges  and  to 
reduce  debt. 

3264.  I  am  talking  about  surpluses  ? — AJid  I  mean 
that  we  must  draw  away  the  whole  of  the  surpluses : 
we  cannot  leave  them  unutilised  in  India,  unless  you 
can  present  some  alternative  scheme,  and  I  do  not  see  any 
alternative  scheme  myself.  To  keep  them  simply  in 
order  to  lend  them  to  the  banks  for  two  months  would 
not  do  away  with  the  great  inconvenience  that  we  should 
experience  if  we,  say,  had  some  temporary  debt,  which 
we  could  reduce  in  the  middle  of  the  year  at  home,  and 
we  are  prevented  from  doing  so  because  we  have  not 
drawn  away  the  funds.  That  perhaps  might  entail  our 
raising  more  permanent  debt  at  home,  which  we  other- 
wise should  have  avoided  if  we  had  drawn  away  the 
funds.  I  think  it  would  be  a  very  serious  step  to  leave 
them  in  India  for  the  purpose  of  lending  to  the  banks. 

3265.  The  surpluses  might  be  used,  might  they  not, 
to  reduce  taxation  ? — That  is  so,  of  course ;  they  can 
be  used  to  reduce  taxation  if  you  think  the  permanence 
of  the  surpluses  is  assm-ed. 

3266.  I  understood  you  to  say  that  you  objected  to 
lending,  or  that  you  did  not  approve  of  lending  in 
India,  because  such  loans  might  opei-ate  against  the 
sale  of  Council  bills,  or  because,  at  any  rnte,  you  would 
not  get  such  a  good  rate  for  the  sale  of  Council  bills  ? — • 
I  did  not  say  that  I  had  a  distinct  opinion  on  the 
point ;  I  said  that  it  had  been  suggested,  and  perhaps 
there  is  some  reason  in  it. 

3267.  After  the  Government  have  remitted  all  that 
they  have  to  remit  in  the  year,  would  you  still  consider 
there  is  any  objection  to  lending  in  India  ?  For 
example,  in  the  last  two  or  three  years  the  Government 
have  remitted  all  that  they  budgetted  for  very  early  in 
the^year,  perhaps  by  December,  and  then  they  proceeded 
to  sell  bills  to  bring  the  whole  of  the  sm-pluses  home ; 
in  a  year  like  that  do  you  not  think  that  they  might 
give  loans  in  India  and  help  the  money  market  in 
India  ? — I  think  so  as  regards  the  portion  which  need 
not  be  remitted  home.  I  think  the  reason,  and  the 
only  reason,  against  it  is  the  idea  that  if  you  do  help 
the  money  market  in  India  with  loans,  it  will  get  into 
the  habit  of  depending  on  the  Government.  I  think 
that  is  the  idea  underlying  the  objection — that  if  you 
help  trade,  say,  in  one  year  like  that  you  have  instanced, 
a  year  in  which  it  would  be  quite  possible  to  do  so,  then 
in  the  next  year  it  might  not  be  possible,  but  trade 
would  have  come,  niter  perhaps  two  or  three  years,  to 
rely  upon  its  being  done,  and  it  would  cause  trouble 
when  it  was  not  done.  I  think  that  is  the  feeling 
underlying  the  reluctance  in  India  to  lend  the  money. 

3268.  With  regard  to  the  loans  from  the  Paper 
Currency  Reserve,  would  you  fix  any  periods  for  those 
loans  ? — I  think  that  would  have  to  be  done. 

3269.  Would  you  fix  any  minimum  rate  at  which 
they  should  be  given  ? — I  cannot  give  an  opinion  upon 
what  the  rate  should  be.  It  should  luidoubtedly  be 
something  below  the  bank  rate  of  the  day,  but  what 
rate  I  cannot  say. 

3270.  But  there  would  be  no  absolute  minimum  in 
the  way  of  rate  ? — I  suppose  Government  would  not 
give  loans  unless  it  was  absolutely  necessary,  that  is  to 
say,  unless  the  bank  rate  showed  it — ^unless  the  bank 
rate  was  at  least  6  per  cent,  to  7  per  cent. 

3271.  I  think  you  said  that  you  consider  gold  in 
circulation  is  of  no  use  to  support  exchange  ?  —  I 
cannot  see  that  it  is. 

3272.  For  the  support  of  exchange  it  is  preferable 
to  have  gold  in  circulation  rather  than  silver,  because 
the  more  gold  you  have  in  circulation  the  less  rupees 
you  have  in  circulation  ? — Tes,  that  is  so. 

3273.  So  that  negatively,  anyhow,  gold  is  preferable 
for  the  purpose  of  supporting  exchange  ? — ^In  that  way, 
it  is. 

3274.  Would  yoii  say  that  the  experience  of  1907-8 
shows  that  there  is  some  danger  of  an  excess  of  rupee 
coinage  ? — I  do  not  know  that  that  is  the  case.  I 
think  the  experience  of  1907-8  is  perhaps  not  the  most 
severe  strain  that  we  may  be  subjected  to.  I  think  it 
would  be  dangerous  to  suppose  it  is  the  greatest  we  will 
ever  be  subjected  to.  Of  course  we  know  that  we  have 
got  that  enormous  rupee  coinage. 
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3275.  And  you  recognise  that  there  is  a  danger 
attached  to  it  ? — There  is,  of  com-se,  a  danger  attached 
to  it. 

3276.  Ton  said  something  ahout  alternative  methods 
of  dm  wing  hills  hy  the  Secretary  of  State ;  is  it  neces- 
sary that  there  should  he  any  alternative  method  of 
drawing  hUls  ?  —  I  do  not  thiak  I  mentioned  that, 
did  I? 

3277.  I  understood  you  to  say  that  in  the  case  of 
the  Gold  Standard  Reserve  in  India,  the  silver  hranch 
was  maintaiaed  so  that  it  might  be  available?  —  I 
simply  mentioned  that  because  of  the  difficulty  of  with- 
di-awing  gold  from  the  London  market.  That  was  my 
meaning  at  the  time. 

3278.  Tou  were  thinking  of  the  London  mai'ket  ? — 
Tes  ;  it  was  the  old  question  of  earmarking  gold  in  the 
Currency  Reserve. 

3279.  Do  you  think  there  is  some  disadvantage  in 
joining  gold  in  small  pieces,  and  do  you  think  it  might 
lead  to  more  gold  being  wanted  for  currency  purposes  ? 
— I  do  not  know  that  it  would.  I  only  said  that  as  far 
as  it  did,  it  would  increase  the  drain  of  gold  and, 
therefore,  might  be  regarded  as  an  evil.  I  do  not  say, 
one  way  or  the  other,  anything  about  its  increasing  the 
circulation  because  I  do  not  know,  and  I  think  that  it 
is  mere  guess-work. 

3280.  Do  you  think  it  would  increase  the  demand 
for  gold  ? — I  think  it  would,  if  it  increased  the  circula- 
tion or  if  the  natives  liked  the  lO-i-upee  piece  better 
than  they  do  the  sovereign,  othei-wise  I  do  not  think  it 
would  have  any  effect. 

3281.  I  cannot  see  how  it  could  increase  the  demand 
for  gold  except  through  the  action  of  the  balance  of 
trade  ? — ^In  this  way — at  present  you  have  got  a  certain 
amount  of  silver,  and  Indian  merchandise  is  exchanged 
for  foreign  merchandise  plus  gold  plus  silver.  Now 
the  silver  is  used  for  three  pm^oses — arts,  hoarding, 
currency.  If  you  replace  any  portion  of  that  silver 
currency  by  gold,  you  wiU  take  more  gold  and  less  silver 
in  payment  for  your  products.  Therefore,  the  use  of  the 
gold  currency  in  India  increases  the  drain  of  gold  from 
Europe,  unless  you  get  the  gold  for  it  out  of  Indian 
hoards,  which  is  unlikely,  though  there  is  no  reason 
why  you  should  not. 

3282.  In  the  case  of  silver  you  have  to  buy  your 
silver,  and  you  have  to  use  gold  to  buy  the  silver  with  ? 
— ^Tour  silver  is  really  a  matter  more  of  what  you 
ijnport  than  of  what  you  export.  I  am  talking  about 
the  net  imports  of  gold  and  silver,  and  you  can  leave 
the  export  of  gold  and  silver  out  of  account.  For  your 
merchandise  you  receive  merchandise,  gold,  and  silver, 
and  part  of  that  silver  you  use  in  coinage.  As  to  the 
parts  which  you  use  in  arts,  and  which  are  hoarded, 
there  is  no  reason  to  think  that  the  circulation  of  gold 
will  alter  those  two  parts.  It  alters  the  amount  of 
silver  in  the  currency  because  then  there  is  more  gold 
used  and  less  silver,  consequently,  if  you  use  more  gold 
and  less  silver,  you  import  more  gold  and  less  silver. 

3283.  Do  you  think  you  do  so  ?— Why  not  ? 

3284.  Do  you  not  think  the  balance  of  trade  is  paid 
in  gold  and  that  it  is  Government  which  converts  the 
gold  into  silver — I  ani  talking  of  the  kind  of  things  that 
are  imported  into  India.  Tou  admit  that  you  import 
merchandise,  gold,  and  silver  into  India  ? — I  say  that 
if  for  any  reason  you  increase  the  use  of  gold  and 
decrease  the  use  of  silver  in  India,  you  wiU  import 
more  actual  gold  and  you  wiU  import  less  actual  silver. 

3285.  Do  you  mean  in  the  currency  ? — In  the 
currency  or  anywhere  else.  If  you  increase  the  hoard- 
ing of  gold  in  comparison  with  silver,  you  wiU  again 
import  more  gold  and  less  silver. 

3286.  I  am  afraid  I  cannot  follow  that  ? — That  is 
my  argument.  I  may  be  wrong,  but  I  think  that  is 
true.  Suppose  you  use  gold  for  a  purpose  you  pre- 
viously used  silver  for.  The  country  naturally  imports 
wh^t  it  wants,  and  it  will  import  more  gold  and  less 
silver, 

3287.  Suppose  the  balance  of  trade  is,  say,  one 
million  sterling ;  at  the  present  time  India  takes,  say, 
half  a  million  in  gold  and  half  a  million  in  silver, 
that  is  for  use  as  currency.  How  do  you  get  that 
silver?  Do  you  get  it  out  of  the  balance  of  trade, 
which   is    half  a    million  gold    and  half    a    million 


which  the  Government  convert  into  silver  ttem- 
selves,  or  do  you  take  the  total  amount  of  the 
balance  of  trade,  one  million,  and  say  the  total  ajnount 
added  to  the  currency  is  one  million  ?  Then  it 
the  habits  of  the  people  change  and  make  them  take 
gold  instead  of  silver,  do  you  say  that  the  Govern- 
ment would  not  still  take  the  one  million  of  gold  just 
as  before?— I  have  not  taken  one  million  of  goM 
--I  have  only  taken  half  a  million  of  gold.  They 
have  purchased  with  their  produce  half  a  million  of 
gold  and  haK  a  million  of  sUver,  and  I  do  not  see 
how  you  can  get  away  from  the  fact  that  they 
actually  send  goods  out  of  the  country  and  that  they 
actually  bring  in  gold  plus  silver,  that  if  they  want 
more  gold  than  silver  they  will  decrease  the  amount  of 
silver  they  will  bring  in  and  increase,  the  amount  of 
gold  they  will  bring  in,  and  that  that  must  increase 
the  drain  of  gold  fi-om  Europe.  That  is  what  I  hold, 
and  I  think  it  would  be  the  same  thing  if  the  10-rupee 
piece  is  simply  passed  through  the  mint  into  hoai-ds. 

3288.  I  am  talking  about  passing  into  currency 
only  ? — I  think  the  same  thing  occurs  in  both  cases, 
myself. 

3289.  With  regard  to  the  Gold  Standard  Reserve, 
I  think  you  said  you  thought  it  ought  to  be  held  at 
home  because  it  was  wanted  at  home  in  a  crisis  ? — 
Tes. 

3290.  As  to  the  liability  to  convert  rupees  into 
gold,  does  not  that  liability  fall  due  in  India  ? — No. 

3291.  The  people  who  want  rupees  send  home  for 
gold  to  get  rupees  ? — Tes,  but  they  do  not  want  to 
receive  the  gold  in  India ;  they  want  to  receive  the 
gold  in  England. 

3292.  I  think  the  liability  is  in  India,  and  you  have 
to  convert  the  rupees  in  India  ? — Will  you  offer  them 
gold  in  India  and  see  what  they  will  say  ?  We  did 
offer  them  gold  in  India ;  they  did  not  send  it  home, 
but  they  asked  us  for  gold  in  England. 

3293.  That  was  because  you  gave  them  the  offer, 
was  it  not ;  if  you  had  not  had  the  gold  in  London, 
what  would  have  happened  ? — Do  you  mean  that  they 
would  have  preferred  to  send  the  gold  home  themselves 
rather  than  have  it  here  ? 

3294.  I  do  not  say  they  would  have  preferred  that, 
but  I  say  the  liability  to  make  the  conversioii  is  in 
India;  what  do  you  say  to  that? — I  do  not  know 
exactly  what  is  meant  by  the  liability. 

3295.  The  liabihty  of  the  Government  ?— Theo- 
retically it  is  so,  but  it  is  not  so  practically,.  Wo^are 
supposed  to  buy  back  the  rupees,  and  we  ai-e  supposed 
to  buy  them  back  in  India. 

3296.  (Mr.  Gillan.)  I  suppose  that  there  ai-e  really 
historical  reasons  for  the  present  system  of  treasuries 
in  India,  that  is  to  say,  they  grew  up  at  the  time  when 
there  was  nobody  else'  to  do  the  business? — That 
is  so. 

3297.  Do  you  think  there  is  a  case  for  reconsider- 
ing it  under  more  modem  conditions,  I  mean  with  the 
extension  of  banking  facilities ;  does  it  seem  very  well 
adapted  to  these  more  modem  conditions  which  we 
have  now  ? — What  do  you  think  is  not  adapted  ?  I  am 
afraid  I  do  not  understand. 

3298.  I  mean  having  an  entirely  different  Govern- 
ment machinery  that  goes  down  from  the  Presidency 
towns  right  through  the  districts,  with  sub-treasuries, 
ninning  alongside  a  fairly  developed  banking  system, 
duplicating  it  more  or  less.  I  am  not  putting  any 
definite  scheme  before  you ;  I  am  merely  asking 
whether  you  consider  that  there  is  a  case  for  recon- 
sidering the  machinery  of  Government  finance  in 
India  ? — I  am  afraid  I  do  not  quite  see  the  point;  It 
is  impossible  to  say,  without  mowing  exactly  what  is 
in  your  mind,  what  machinery  should  be  substituted 
for  it.  ■    ' 

(Mr.  Gillan.)  Some  method  of,  we  will  say,  joining 
it  on  to  the  banking  system  without  the  banks  taking 
it  over  in  some  way. 

3299.  {Chairman.)  Would  you  a^ree  that  wherever 
the  Indian  Government  can  persuade  the  banks  to 
start  a  branch  at  less  than  the  cost  of  the  treasui-y  to 
themselves,  they  would  be  wise  to  pay  whatever  within 

that  figure  is  required  to  induce  the  bank  to  do  so  ? 

I  think  that  might  be  so.     I  think  if  we  could  get  aa 
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extension  of  haniAig  facilities  in  place  of  a  treasury 
it  would  be  a  good  thing.  It  is  tlie  practical  poilit  of 
view  that  I  am  looking,  at.  A  bank  does  not  work '  for 
the  benefit  of  the,  public,  it  works  to  eai-n  dividends, 
and  if  the  place  is  such  ttat  it  cannot  make  it  pay,  then 
they  cannot  go  there.  There  are  hundreds  of  places 
where  they  could  not  make  it  pay. 

3300.  {Mr.  Gillan.)  As  a  matter  of  fact,  can  yqu 
tell  us  on  what  sort  of  tei-ms  the  Presidency  banks  have 
started  neyr  branches  ?— They  have  started  them  very 
reluctantly,  and  once  or  twice  they  dropped  them  after 
they  had  started  them,  because  they  did  not  pay. 

3301.  What  sort  of  terms  had  we  to  give  them  ?— I 
do  not  remember  giving  them  any  special  terms,  except 
allowing  a  minimum  balance  to  rest  with  them. 

3302.  We  guaranteed  a  minimum  balance  ? — Tes. 
8303.  For  a  number  of  years  ?— Tes. 

3304.  That  method  obviously  cannot  be  very  largely 
extended,  can  it  ? — It  could  be  extended. 

3305.  I  mean  without  increasing  your  Govertoment 
balances  as  a  whole.  If  you  earmark  five  lakhs  here  and 
five  lakhs  there,  and  if  you  increase  the  number  of 
branches  substantially,  the  total  would  mean  an  addition 
to  the  minimum  Grovemment  balances? — -Yes,  it 
would.  '  ■ 

3306.  So  that  there  is  not  very  much  to  be  done 
along  those  lines,  is  there  ? — I  am  afraid  I  have  rather 
forgotten.  At  one  time  I  did  know  how  the  matter 
stood,  but  it  is  four  or  five  years  since  the  question  was 
dealt  with. 

3307.  (Chairman.)  Have  you  ever  paid  a  diredt 
subsidy  to  any  branch  ? — I  dp  not  think  so.  I,  do  not 
remember  doing  anything  except  guaranteeing  them  a 
minimum .  balance  ;  that  was  about  the  only  induce- 
ment. 

3308.  Ton  probably  would  be  familiar  with  ■  the 
cases  where  private  individuals,  great  contractors  or 
great  companies,  for  instance,  have  found  it  worth 
while  to  subsidise  a  particular  branch  in  order  that 
they  may  have  banking  facilities,  where  they  are  carrying 
on  their  ■jvprk^  no  banking  facihties  existing  there 
pi-eviously.  Ton  db  not'  think  that  has  ever  been 
considei'ed  ? — -I  do  not  think  we  ever  have  considered 
it.  My  memory  is  rather  bad  as  to  exactly  what 
occurred  when  we  weretirying  to  press  the' extension  6f 
branches,  which  was  about  six  or  seven  years  ago. 

3309!;(MV.  Oillan'.)!  think  th6  only  terms- offered 
were  the  guarantee  ? — ^I  think  that  was  all  we  did. 

3310-  In '  addition  to  those  treasuries  scattered  all 
over  the  country  we  have  got  these  very  large  balances 
at  the  Presidency  towns  ? — Tes. 

3311.  And  as  you  know,  we  have  a  big  business  in 
transfers  between  the  Presidency  towns  and  up- 
country  ? — Tes. 

3312.  I  want  to  ask  you,  as  an  ofS.cial  who  has  dealt 
with  these  things  in  a  practical  ipiray  for  a  long  time, 
whether  you  do  not  consider  that  that  sort  of  business 
would  be  bettfer  run  by  experienced  bank  officials  rather 
than  by  Government  officers  ?— Tes,  I  do  think  so. 

3313.  Now  how  about  the  loans  in  India ;  you  said, 
I  think,  in  answer  to  Sir  James  Begbie,  that  there  was, 
as  a  matter  of  fact,  a  siu-plus  balance  available  over 
and  above  the  minimum  working  balance  in  the  latter 
part  of  the  busy  season,  that  is,  froni  January  to  March 
we  will  say  ? — There  usually  is,  I  think. 

3314.  Tour  chief  objection  to  lending  it  out  is  that 
it  cannot  always  be  depended  on  ?— That  is  so._ 

3315.  That  is  to  say,  there  would  be  years  m  which 
there  might  be  no  surplus  ?— I  agree. 

3316.  At  the  same  time  that  is  a  surplus  which  we 
are  bound  to  have  temporarily  in  India  in  a  good  year? 
Tes. 

33i7.  Because  we  are  aiming  at  finishing  the 
financial  year,  as  you  said,  with  a  balance  of  about 
IScrores?— Thatisso.  ,^  ,  ,,    ^  ..    ,.  vi    t.    v 

3318  Does  that  not  mean  that  that  is  liable  to  be 
drawn  off  by  CouncU  bills  ?— May  I  say  that  finishing 
the  financial  year  with  a  balance  of  18  crores  is  of  no 
importance  except  for  one  pui^ose,  and  that  is,  ^o  as 
to  be  sure  on  the  30th  "November  of  havmg  a  balance 
of  11  crores  •  otherwise  the  18  crores  balance  is  very 
much  higher  than  what  we  can  work  with  on  the 
31st  Mai'ch. 


3319.  That  I  quite  understand,  but  as  a  matter  of 
fact,  in  order  to  ^  sec  are  an  econopiical  balance  at  the 
end  of  November  we  did  always  budget  for  a  closing 
balance  of  somewhere  in  the  neighbourhood  of  18  crores  ? 
— Tes,  always.    • 

3320.  From  January,  onwards  you  have  a  certain 
amount  over  and  above  the  minimum  working  balance  ? 
— Tes,  we  do. 

3321.  It  would  be  a  temporary  advantage  to  the 
Government  to  lend  that  out? — Tes. 

3322.  It  would  be  making  interest  ? — It  would. 

3323.  And  in  the  years  in  which  they  could  so  lend 
money  from  this  Treasury  balance  it  would  be  an 
advantage  to  lend  it,  would  it  not  ? — Tes. 

3324.  Do  you  not  think  those  two  advantages  are 
at  any  rate  to  be  taken  against  a  possible  disadvantage 
in  some  year  in  which  Government  could  not  afford  to 

'do  it? — ^I  think  so.  I  do  not  hold  any  very  strong 
opinion  against  lending  the  Treasury  balances  to  trade. 
I  saly  that  &ere  are  objections  to  it  and  I  mention  the 
objections,  but  I  do  not  personally  hold  a  very  strong 
opinion  at  all  against  doing  it. 

3326.  But  you  recommend  lending  from  the  currency 
reserve  ? — Where  it  can  be  done. 

3326.  Still,  that  does  not  exclude  this  question  of 
lending  temporarily  from  the  Treasury  balance  ? — No, 
it  does  not. 

3327.  The  two  things  are  not  in  conflict  really  ? — 
No,  not  at  all.  I  merely  mentioned  the  currency 
policy  as  one  that  might  be  followed  if  the  Treasury 
policy  were  entirely  rejected. 

3328.  Several  questions  have  been  put  to  you  to-day 
about  the  extension  of  facilities  for  the  encashment  of 
notes,  and  I  think  you  said  in  answer  to  Mr.  Keynes 
that  that  question  has  not  really  been  considered  by 
the  Government  of  India  ? — ^It  was  not  in  my- time. 

3329.  When  the  question  of  the  universalisation  of 
notes  was'  under  'consideration,-  the  main  difficulty 
always  considered  was  the  difficulty  that  might  arise 
from,  the  use  of  notes  in  remittances,  was  it  not  ? — 
Tes,  that  was  the  main  difficulty. 

3330.  Government  was  afraid,  in  fact,  of  being 
flooded  at  some  particular  currency  office  by  an  enormous 
number  of  notes  collected  elsewhere  and  of  not  being 
able  to  cash  them? — Not  only  that,  it  was  afraid  it 
might  be  necessary  to  move  cash  in  order  to  do  th^t-  ,1 

.,3331.  Do  you  happen  to  know  as  a  matter  of 
experience,  since  universalisation  was  canied.  out, 
whether  that  difficulty  has  arisen  or  not? — I  do  not 
know.  Ton  must  remember  that  universalisation  only 
preceded  my  departure  from  India  by  a  very  short 
time,  and  there  really  had  not  been  suJEcient  time  to 
gain  experience  of  it  when  I  left  India.  .  -  " 

3332.  The  reason  I  am  asking  you  about  that  is  this : 
We  were  talking  about  the  extension  of  offices  at  which 
notes  could  be.  encashed;  probably  the  difficulty  that 
was  in  your  mind  is  precisely  this  remittance  difficulty, 
is  it  not  ? — Tes,  it  is. 

3333.  If  the  experience  of  universalisation  of  notes 
had  shown,  or  has  shown,  that  that  difficulty  has  not, 
in  point  of  fact,  arisen,  would  it  affect  your  view  of 
this  question  of  increasing  the  number  of  offices  ? — Not 
quite.  The  two  things  are  on  rather  a  different 
footing.  The  universalisation  of  notes  merely  meant 
that  they  could  be  encashed  at  the  head  currency 
offices.  As  you  know,  we  keep  very  large  amounts 
of  coin  ordinarily  at  the  currency  offices,  but  we  do  not 
do  so  in  the  case  of ,  the  treasuries.  We  have  never 
been  in  the  habit  of  doing  so,  and  to  do  so  we  would 
have  to  increase  the  coin  reserves. 

3334.  The  distances  between  the  different  cuiTcncy 
offices  at  present  are  very  large,  are  they  not? — 
Tes.  = 

3335.  In  order  to  protect  otoselves  against  the 
excessive  use  of  notes  in  remittances  we  arranged  when 
they  were  universahsed  to  give  transfers  ? — ^Tes,  we 
did. 

3336.  At  a  nominal  rate  ? — ^Tes. 

3337.  Do  you  agree  that  that  is  a  safeguard  P 

Tes. 

3338.  And  it  is  a  safeguard  that  would  not  apply 
to  any  great  extent  between  two  adjacent  places  ? — It 
probably  would  not. 
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3339.  Do  you  not  think  the  possibility  of  a 
political  crisis  is  a  possibility  which,  in  the  circum- 
stanoes  of  India,  has  got  to  be  very  seriously 
confiidered  ? — It  has. 

3340.  Would  that  afEect  youi-  view  as  to  the 
extent  to  which  it  is  desirable  to  carry  the  fiduciaiy 
portion  ? — ^Do  you  mean  the  extent  of  the  investment  ? 

3341.  Tes  ? — If  the  reserve  is  safely  invested,  if  the 
investment  is  in  securities  which  are  easily  realisable 
in  England,  for  instance,  would  it  affect  it  seriously  ? 
Are  they  not  nearly  as  good  as  gold  ? 


334-T  Is  not  this  necessity  of  encashment  one 
which  conceivably  might  come  on  Government  veiy 
mpidly  ?  If  at  any  time  the  stability  of  the  Govern- 
ment were  threatened  m  any  way,  might  there  not 
be  an  absolute  rush  to  get  the  Govei-nment  notes 
encashed  .=>— Of  course,  there  might ;  it  is  possible. 

3343.  What  I  want  to  bring  out  is  that  it  is  not 
merely  a  seasonal  need  that  would  have  to  be 
provided  against,  but  also  the  effect  of  some  such 
cu-cumstanceas  I  have  put  to  you  ?— I  quite  understand 
that. 


The  witness  withdrew. 


At  the  India  Office,  Whitehall,  S.W. 


NINTH   DAY. 


Friday,  June  27,  1913. 


Present : 
The  Right  Hon.  AUSTEN  CHAMBERLAIN,  M.P.  (Chairman). 


Lord  Fabee. 

Lord  Kilbeacken,  G.O.B. 

Sir  RoBEET  CHAiMBES,   K.O.B. 

Sir  Eenbst  Cable. 

Su-  Shaptjeji  Buejoeji  Beoacha. 


C.S.L 


Sir  James  Begbie. 
Mr.  Robeet  Woodbiten  Gillan, 
Mr.  Henet  Nevilib  Gladstone. 
Mr.  John  Matnaed  Kbtnbs. 

Mr.  Basil  P.  Blackett  (Secretary). 


Mr   Alfeed  Clayton  Cole  called  and  examined. 


3344.  (Cltairman.)  Tou  were,  till  quite  recently,  the 
Governor  of  the  Bant  of  England  ?— Tes.  I  gave  up 
that  office  in  Apiil  last. 

3345.  I  think  you  appear  here  to-day  as  repre- 
senting the  bank  ? — Tes.  I  should  like  to  say  that  the 
governor  of  the  bank  was  asked  to  nominate  someone 
to  represent  the  bank.  I  wish  the  Commission  clearly 
to  understand  that  the  bank  is  only  too  willing,  indeed 
is  desirous,  to  help  the  Committee  in  any  way  that  it 
can,  but  when  I  was  asked  to  write  what  you  may  call 
a  precis  of  evidence,  we  wrote  back  to  your  secretary 
that  while  the  bank  is  perfectly  willing  to  answer  any 
questions  to  the  best  of  its  ability,  as  we  are  the 
bankers  of  the  TTirlia.Ti  Government  we  do  not  vrish  in 
any  way  whatever  to  appear  here  as  their  critics. 

3346.  I  think  the  Commission  quite  vmderstand  the 
position,  and  we  are  very  much  obliged  to  you  for 
coming  ? — 1  wiU  endeavour  to  answer,  as  far  as  I  can, 
any  questions  that  are  put,  but  if  there  should  be 
questions  to  which  you  should  desire  what  I  wUl 
call  a  considered  answer  from  the  bank,  of  coui-se  I 
must  ask  for  them  to  be  submitted  in  writing,  and  then 
I  will  consult  the  bank.  I  represent  the  bank,  but  it  is 
difficult  always  to  represent  tiie  opinions  of  26  people. 
As  far  as  concerns  those  questions  which  turn  on  the 
points  in  the  paper  that  was  handed  to  me  by  your 
secretaiy,  I  think  I  can  probably  give  you  what  is  the 
opinion  of  the  bank.  Any  other  questions  that  may 
arise,  you  will  quite  understand,  may  require  a  little 
consideration,  and  I  may  ask  you  to  let  me  give  the 
answers  possibly  later  on  on  behalf  of  the  bank. 

3347.  We  quite  understand  that.  The  first  ques- 
tion I  want  to  ask  you  is  a  genei-al  question  which,  I 
think,  lies  at  the  root  of  a  good  many  of  the  subjects 
we  are  inquiring  into.  Can  you  tell  me  in  outline 
what  are  the  relations  between  the  Indian  and  the 
London  money  markets  ? — ^My  reply  to  that  question 
would  be  that  there  are  no  direct  relations  between  the 
London  and  Indian  money  markets.  The  discount  i-ate 
in  London  affects  the  exchange  rates,  and  any  gold 
demand  for  India  hardens  the  discount  rate  in  London, 


that  is  to  say,  there  may  be  a  considerable  indirect 
effect.  If  you  ask,  are  there  direct  relations  between 
the  Indian  and  the  London  money  markets,  personally 
my  answer  would  be  in  the  negative.  That  is  a  question 
which  you  may  better  address  to  the  Anglo-Indian  banks, 
no  doubt  many  of  whom  you  will  have  before  you. 

3348.  Do  you  regard  the  present  system,  by  which 
a  Government  department  through  the  Secretary  of 
State  lends  money  to  the  London  money  market,  as  open 
to  objection  in  principle  ? — ^Tes,  I  do  ;  that  is  to  say,  I 
think  it  is  objectionable  to  have  large  sums  of  money 
raised  in  London  which  are,  so  to  speak,  not  in  any  sense 
required  for  English  trade.  The  loans  in  the  market  of 
the  Indian  Government  are  very  large.  I  had  the  figures 
taken  out  the  other  day  at  the  bank,  and  I  find  that 
the  amount  they  are  lending  now  through  their  broker 
is  approximately  11  millions.  That  is  money  which, 
in  the  London  money  market,  you  can  hardly  describe 
as  good  money,  because  it  is  liable  to  be  withdrawn  for 
reasons  which  have  nothing  to  do  with  what  I  call  the 
London  market.  The  India  Office  lend  the  money  at 
the  best  rate  they  can  get,  quite  independent  of  what  I 
call  the  considerations  affecting  the  London  market 
proper ;  therefore,  that  money  may  be  lent,  and  is  at 
times  lent,  in  a  way  which  is  disadvantageous  cei-tainly 
to  the  Bank  of  England,  which  has  to  look  after  the 
gold  reserve  of  this  country. 

3349.  WUl  you  develop  that  a  little ;  in  what  way 
is  it  disadvantageous  ? — The  India  loans  are  made  by 
the  broker,  and  he  lends,  as  I  said,  at  the  best  i-ate  he 
can  get ;  and  that  rate  at  times  is,  I  should  say,  telow 
what  it  is  desirable  in  the  interests  of  maintaining  the 
discount  rate  in  London  that  it  should  be  lent  at. 
We  had  a  case  quite  recently  in  which  the  India  Office 
was  lending  money  at  i-ates  which  to  us  at  the  bank 
looked  to  be  too  low.  Tou  have,  therefore,  a  big 
lender  lending  money  which  is  at  call,  and  at  times — 
I  do  not  say  it  often  happens,  but  it  does  at  times 
— ^acting  quite  against  the  central  institution  which  is 
responsible  for  the  maintenance  of  rates.  As  you  will 
weU  understand,  if  the  discount  market  get  cheap 
money  they  will  put  down  the  rate  of  bills. 
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3350.  Tour  crJIioism  is  that  it  weakens  the  control 
of  the  Bank  of  England  over  the  money  market  ? — At 
times  it  undoubtedly  does. 

3351.  And  that  that  control  is  the  only  buttress 
for  the  gold  reserve  of  England  P — Quite  correct ; 
therefore  it  may  be,  and  it  does  at  times^ — ^not  often 
though — work  against  what  we  consider  the  interests 
of  this  coTOntry. 

3352.  In  so  working  against  English  interests — 
you  will  understand  what  I  mean  by  that  phrase — do 
you  think  that  it  incidentally  is  disadvantageous  to 
India,  or  is  the  profit  all  on  the  side  of  India  and  the 
loss  all  on  the  side  of  England  P — That  depends  upon 
how  the  money  is  raised.  If  you  raise  the  money  by 
bills  and  the  Indian  Government  has  had  out  some 
five  millions  of  bills,  I  should  think  that  it  was  paying 
a  higher  rate  for  the  discount  of  those  bills  than  it 
was  getting  for  its  money.  If  that  balance  is  accumu- 
lated here  merely  out  of  Council  drawings,  I  am  not 
able  to  say  whether  the  rate  that  they  get  for  their 
money  is  or  is  not  higher  than  what  they  paid  for  it. 
That  is  a  question  which  the  India  Office  can  answer 
and  not  myself. 

3353.  To  the  extent  to  which  the  money  is  raised 
through  the  sale  of  Council  bills  and  telegraphic 
transfers,  is  it  correct  to  describe  it,  as  I  think  you 
did,  as  money  "raised  in  London?  Is  it  not  merely 
the  payment  by  London  of  a  debt  through  the  Secre- 
tary of  State  instead  of  a  payment  by  London  direct 
to  India  ? — Probably  that  is  the  case.  Undoubtedly 
payment  of  the  drafts  has  to  be  made  in  India,  and 
in  that  sense  it,  of  course,  is  money  laised  in  India 
and  not  in  this  country. 

3354.  The  alternative  to  the  sale  of  those  bills  and 
drafts  would  be  the  shipment  of  gold  to  India,  would 
it  not  ? — It  might  be  so.  It  does  not  necessarily 
follow  that  the  gold  would  be  shipped  from  this 
country,  but  that  might  be  the  result. 

3355.  Do  you  mean  that  it  might  be  a  shipraent 
of  Australian  or  Cape  gold? — Yes.  London  is  the 
financial  clearing  house,  and  it  does,  not  neoessai'ily 
follow  that  it  would  have  to  come  from  here.  In  these 
days  of  telegraphic  transfers  there  is  a  good  deal  of 
business  done  from  Australia  to  India,  and  that  takes 
the  place  of  a  shipment  from  here. 

3356.  When  you  get  to  the  bottom  of  it,  though 
it  may  pass  through  intermediate  stages,  is  it  not  in 
truth  and  in   essence   the  payment   of   a   trade   debt 
owing  by  London  io  India? — Owing  by  somebody  to' 
India. 

3357.  Where  the  money  so  raised  is  represented  by 
Indian  Treasury  biUs,  am  I  right  in  thinking  that 
those  woiild  be  raised  in  anticipation  of  the  Secretary 
of  State's  capital  requirements  ? — I  know  nothing  of 
that.  I  cannot  give  you  any  opinion  as  to  what  the 
Secretary  of  State's  requirements  are. 

3358.  Tou  only  know  that  they  are  raised  ? — I  only 
know  that. 

3359.  Were  you  referring  just  now  to  the  loan 
made  in  1908  or  some  more  recent  transaction  ? — I 
was  referring  to  India  bills  which  were  in  the  market 
for  a  considerable  time;  I  ^do  not  know  what  they 
were  raised  for,  but  they  were  raised,  and  I  should 
have  said  they  might  have  been  paid  off  earlier  than 
they  werfe  paid  off.  The  bills  I  refer  to  were  paid  ofE 
about  last  year  or  the  year  before. 

3360.  I  think  those  were  raised  in  the  famine  year 
of  1907-8.  Has  this  system  of  loans  on  the  London 
market  any  effect  upon  the  success  or  otherwise  of 
Indian  loans  raised  in  Bi^land? — The  system  of 
lending  money  in  London  does  not  damage  Indian 
credit.  A  man  who  has  any  funds  and  who  wants  to 
borrow  is  in  a  better  position  than  a  man  who  is 
bound  to  borrow. 

3361.  In  making  these  loans  against  approved 
security,  the  Indian  Government  has  been  accustomed 
to  advance  on  the  face  value  of  its  own  securities,  on 
the  market  value  of  the  best  British  Government 
securities,  and  at  5  per  cent,  below  mai-ket  value  on 
the  next  class  of  securities— all,  of  coui-se,  being  a  very 
high  class  of  secui-ities.  It  has  been  represented  to 
us  that  this  preference  given  to  their  own  securities 
is  on  the  whole  desii-able  as  tending  to  help  them  to 


place  their  loans  at  good  rates ;  do  you  agree  with 
that  view  P — I  agree  with  the  view  that  it  assists  those 
loans,  decidedly.  In  the  market,  so  to  speak,  looked 
at  from  the  Bank  of  England  point  of  view,  it  makes 
those  stocks  i^to  a  kind  of  what  .ire  called  "  floaters." 

3362.  Of  course,  prima  facie  it  strikes  one  as 
curious  that  they  should  take  an  Indian  security  at 
its  face  value  even  though  its  market  value  be  below 
it,  and  that  they  should  take  a  British  Government 
security  only  at  its  market  value.  Would  you  advise 
the  continuance  of  that  practice  for  the  reason  you 
have  just  given  ? — I  was  not  aware  that  it  was  done. 

3363.  These  are  the  details :  "  India  debentures, 
"  India  bonds,  and  guaranteed  debentures  of  the  several 
"  Indian  railway  companies,  are  taken  at  their  par 
"  value.  Treasury  bills.  Exchequer  bills,  Exchequer 
"  bonds,  India  sterling  bills.  Metropolitan  Water 
"  Board  bills,  and  London  County  bills  ai-e  accepted  at 
"  their  market  value,  instead  of  their  nominal  amount ' 
(see  Appendix  XL,  paragraph  5,  page  310) ;  and  then 
India  3J  per  cent..  Metropolitan  Consolidated  Stocks, 
Corporation  of  London  debentures,  and  the  bonds  or 
bills  of  Colonial  governments  and  others  are  accepted 
at  5  per  cent,  below  their  market  value  ? — I  should  say 
that  to  take  a  security  at  par  value  when  it  may  be  10 
per  cent,  below  par  is  bad  finance.  Personally,  this 
is  the  first  time  I  have  ever  known  such  a  thing  was 
done. 

3364.  (Lord  Faher.)  It  is  not  as  much  as  10  per 
cent.,  but  the  principle  is  the  same — more  is  lent  on  it 
than  it  is  worth  ? — That  is  bad  business  then. 

3365.  (Chairman.)  It  was  represented  by  a  witness 
to  whom  we  put  that  question,  that  as  the  Government 
of  India  was  both  a  borrower  and  a  lender,  on  balancing 
its  two  interests,  it  was  worth  while  to  take  this  risk 
as  a  lender  for  the  extra  advantage  which  the  Indian 
Government  got  as  a  borrower ;  do  you  think  that  is 
sound  ? — No,  I  do  not.  I  see  they  have  put  in  Colonial 
Government  securities.  We,  at  the  Bank,  ,have  never 
accepted  Colonial  Government  securities  as  floaters,  and 
I  imagine  that  those  Colonial  Government  securities 
have  only  been  put  in  because  the  India  Office  broker 
finds  a  difficulty  in  obtaining  sufficient  other  securities. 
In  so  far  as  the  Indian  Government  are  taking  those 
Colonial  securities,  they  ai-e  departing  from  the  principle 
that  we  have  always  held  at  the  bank,  that  those 
floaters  should  be  confined  principally,  though  not 
entirely,  to  British  Government  securities.  Therefore, 
in  that  respect  I  should  say  the  India  Office  in  this 
action  are  working  against  the  interests  of  the  British 
Government. 

3366.  Do  you  include  the  large  British  munici- 
palities with  a  population  of  over  500,000,  whose  stock 
is  put  here  in  the  same  class  as  the  stock  of  Colonial 
governments  ? — Do  you  mean  at  the  Bank  of  England  ? 

3367.  Tes  P — We  only  include  municipal  stocks 
when  they  are  domiciled  at  the  Bank  of  England. 

3368.  Has  India,  in  your  opinion,  borrowed  too 
much  of  late  ? — Our  answer  to  that  question  is  this  : 
India  has  probably  not  borrowed  too  much ;  but  the 
fact  that  it  is  known  that  she  will  continue  to  borrow 
annually  does  naturally  tend  to  keep  down  the  quota- 
tions for  her  loans.  I  would  like  Co  add  that  if  India 
at  any  time  requires  money  on  a  large  scale,  she  would 
probably  have  to  issue  a  loan  with  a  fixed  date  for 
i-edemption. 

3369.  Can  you  give  me  some  indication  of  what 
you  mean  by  a  large  scale  ?  I  can  see  that  it  must  be 
an  elastic  figure  ? — ^1  mean  if  she  came  in  and  asked  for 
25  to  30  millions.  The  big  investment  world  now,  which 
includes  the  bankers,  and  so  on,  are  tmdoubtedly  giving 
a  preference  to  loans  with  a  fixed  date  for  redemption. 

3370.  That  would  apply,  therefore,  to  other  borrowers 
as  well  as  to  India  ? — Undoubtedly.  I  would  go  so  far 
as  to  say  that,  if  this  country,  unfortunately,  were  at 
war,  and  we  wanted  a  large  sum  of  money,  I  think  you 
would  have  to  alter  the  system  of  borrowing  by  this 
country. 

3371.  Has  the  credit  of  India  declined  relatively  to 
that  of  other  borrowers  ? — I  think  not,  if  you  compare 
the  quotations  for  her  loans  with  other  ti-ustee  invest- 
ments which  have  no  fixed  date  for  redemption.  All 
the  Colonial  loans  have  a  fixed   date  for  redemption 
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and  from  some  figures  that  I  had  taken  out,  because  I 
thought  you  would  ask  this  question,  it  seemed  to  me 
that  Indian  secuiities  had  gone  down  more  than  Colonial 
securities,  and  I  think  that  is  the  reason  of  it.  If  you 
compare  the  decline  of  Indian  Government  securities 
which  have  no  fixed  date  for  redemption  with  other 
tmstee  securities  of  a  simUai'  class,  that  is  to  say,  where 
there  is  no  fixed  date  for  redemption,  but  which  have 
gone  down,  I  do  not  think  the  resvilt  will  be  found 
adverse  to  India.  But  I  should  think  you  have  ali'eady 
had  that  question  answered. 

3372.  May  I  return  for  a  moment  to  what  you  were 
saying  about  the  Indian  money  loaned  out  on  the 
London  money  market,  and  to  the  inconvenience  of  the 
practice  in  certain  respects  .''  Would  what  you  have 
said  about  this  Indian  money  apply  equally  to  any 
foreign  money  that  happened  to  be  on  the  market, 
Japanese  money  for  instance  ? — To  any  money  which 
is  of  such  an  amount  that  the  withdrawal  of  it  without 
notice  would  be  of  importance  to  the  London  money 
market. 

3373.  Foieign  goTemment  money  on  the  London 
money  market,  if  of  sufficient  amount,  therefore  would 
be  entirely  open  to  the  same  objection  ? — Yes. 

3374.  Have  you  anything  to  say  as  to  the  relations 
which  prevail  between  the  India  Office  and  the  Bank 
of  England  ? — The  relations  between  the  India  Office 
and  the  Bank  of  England  have  always  been  most 
cordial  and  friendly,  and  the  bank  has  always  en- 
deavoured to  assist  the  India  Office  as  far  as  possible. 
Last  year,  however,  as  the  members  of  the  Commission 
are  doubtless  awai-e,  a  difference  arose  between  the 
Bank  of  England  and  the  India  Office  over  the  question 
of  the  purchases  of  silver. 

3375.  Have  you  anything  to  say  about  that  ? — No. 
The  details  of  the  differences  are  public  property. 

3376.  It  has  been  suggested  that  the  Government 
of  India  might  avoid  some  of  the  difficulties  they  have 
experienced  in  the  past  if  they  purchased  silver  fairly 
regularly,  that  is  to  say,  if,  instead  of  waiting  until 
their  demand  is  a  very  large  one,  they  purchased  year 
in  and  year  out  a  certain  more  or  less  average  amount 
of  silver.  Have  you  any  observations  to  make  on  that  ? 
— ^I  think  they  know  perfectly  well  that  they  will 
require  silver,  and  therefore  I  think,  having  regard  to 
what  I  call  the  ordinary  prudence  of  merchants,  they 
should  not  wait  until  they  are  put  into  the  hole. 

3377.  Have  you  looked  at  the  figures  -of  the  circula- 
tion of  silver  coin  in  India  ?  I  ask  because  our 
attention  has  been  drawn  to  ,the  fact  that  they  vary 
very  much  in  particular  yeai's,  and  that  the  amounts 
required  as  between  two  succeeding  years  have  varied 
as  much  as  20  millions  sterling  ? — ^I  have  not.  I  only 
know  roughly  that  there  is  a  demand  for  silver  in 
India  dependent  very  largely  upon  the  monsoon,  and 
of  course  the  Indian  Govei-nment  cannot  control  the 
monsoon. 

3378.  It  has  been  objected  by  some  of  the  witnesses 
to  any  proposals  for  buying  sUver  regularly,  that  the 
result  would  be  that  they  would  be  in  the  slack  years 
altogether  overloaded  with  silver  ? — That  is  a  thing  on 
which  I  have  no  opinion.  That  is  a  matter  which  the 
Indian  people  must  settle.  We  at  the  bank  could  not 
possibly  have  an  opinion  on  that,  because  we  know 
nothing  about  it. 

3379.  To  turn  to  quite  another  subject,  I  think  you 
know  that  there  have  been  suggestions  for  the  creation 
of  a  State  bank  in  India ;  have  you  foi-med  any  general 
view  on  such  a  proposal  ? — ^I  think  the  question  there 
rather  is,  what  do  you  mean  by  a  State  bank  F  Do 
you  mean  a  central  bank  or  do  you  mean  what  I  call 
an  official  State  bank  ? 

3380.  Let  us  take  both  alternatives  in  turn.  Sup- 
pose it  meant  merely  a  central  bank? — On  that  point 
I  should  say  the  opinions  of  the  bank  differ.  I  think, 
as  the  Commission  are  aware,  one  of  our  directors  is  a 
strong  advocate  for  the  founding  of  a  central  bank  in 
India. 

3381.  Is  that  Sir  Edward  Hambro .?— Tes ;  that 
central  bank  to  be  with  or  without  a  branch  in  London. 
The  position  of  other  directors  is  that  while  not 
directly  opposed  to  the  foundation  of  a  central  bank, 
they  are  willing  to  leave  matters  as  they  are,  as  they 


see  no  necessity  for  a  central  bank.  On  that  par- 
ticular point  you  will  not  get  imanimity  of  opinion 
among  26  people. 

3382.  If  it  meant  a  State  bank  in  the  strict  sense 
of  the  term,  what  would  be  youi-  opinion  then!" — A 
State  bank  in  the  strict  sense  of  the  tei-m  would  pro- 
bably be  what  you  have  got  now,  that  is  to  say,  you 
would  have  a  department  of  the  State  in  which  the 
State  would  be  the  shareholder,  and  that  would  run 
the  finances  of  India  much  as  it  does  now.  The  whole 
object  of  a  central  bank  would  be,  to  my  mind,  to  take 
the  practical  financial  control  out  of  the  hands  of  the 
Grovemment  and  make  that  bank  the  Bank  of  India 
instead  of  what  is  the  position  now.  I  think  all  the 
evidence,  so  far  as  I  am  aware,  makes  out  that  the 
Grovemment  are  the  principal  bankers  in  India. 

3383.  I  conceive  that  the  object  of  a  State  bank 
wordd  be  to  discharge  the  Government  from  its  present 
liability  for  managing  exchange  or  the  sale  of  Council 
biUs  and  transfers,  and  for  the  management  of  the 
cmrency  ? — I  can  see  that  a  central  bank  which  is 
going  to  take  the  control  out  of  the  hands  of  the 
Government  might  be  a  very  desirable  thing,  but  at 
the  same  time  I  do  not  quite  understand  how  in  India, 
which  is  a  continent  and  not  a  country  like  this  is  a 
country,  you  are  going  to  have  a  Bank  so  established 
that  it  may  make  a  good  retiim  upon  its  capital.  This 
is  a  question  which  has  been  before  the  Indian  world  ever 
since  the  Eowler  Committee,  and,  as  I  gather,  the 
opinion  over  there  is  that  the  time  is  not  yet  ripe  for 
it ;  but  without  my  knowing  the  view  on  the  other  side, 
I  personally  am  not  prepared  to  give  what  I  call  a 
decided   opinion  upon  it.     To    argue  from   India    to 

.  England  is  arguing  upon  two  things  which  are  not 
quite  alike.  Here  in  England  we  have  got  a  central 
bank  which  performs  functions  which  it  seems  to  me 
could  not  be  performed  by  a  central  bank  domiciled  in 
one  of  the  Presidency  towns,  Calcutta,  Bombay  or 
Madras,  where  it  would  be  the  main  bank.  As  I  say, 
that  is  a  point  upon  which,  as  I  have  no  Indian 
knowledge  whatsoever  and  have  never  been  there,  I  am 
not  prepared  to  formulate  a  very  definite  opinion. 

3384.  On  the  whole  I  gather  you  think  the  cuwency 
business  and  the  exchange  business  is  done  very  well 
by  the  Indian  Government  at  the  present  time? — I 
have  no  criticism  to  make  on  the  subject. 

3385.  Do  you  think  it  would  be  Ukely  to  be  better 
done,  and  to  be  less  open  to  criticism  if  it  were  not  in 
the  hands  of  Government  officials  whose  special 
training  for  the  purpose  must  necessarily  be  somewhat 
Umited,  and  if  it  were  placed  instead  in  the  hands  of 
banking  experts? — If  you  could  get  them,  I  think 
probably  it  would  be  better  run,  but,  as  I  say,  I  have 
no  definite  knowledge.  The  people  who  have  been  out 
in  India  tell  me  there  is  a  practical  difficulty  of  getting 
a  sufficient  permanent  body  of  competent  men  to 
run  a  bant,  entirely  apart  from  what  I  would  call 
Government  interference;  but  upon  that  point,  as  I 
say,  I  have  never  been  to  India,  and  I  cannot  give  you 
a  definite  opinion.  In  theory  I  think  everybody  would 
say  it  is  better  that  the  bankiag  business  should  be 
done  apart  from  the  Government ;  but  when  you  talk 
of  a  bank,  you  have  got  to  get  the  capital  for  it,  you 
have  got  to  get  your  shareholders,  and  you  have  got  to 
get  your  board  of  management,  and  I  am  not»prepared 
to  say,  one  way  or  the  other,  that  that  is  possible  in 
India  at  the  present  moment. " 

3386.  Suppose  such  a  central  bank  were  established 
as  yon  have  been  speaking  of.  How  much  Govern- 
ment control  over  such  a  bank  would  be  necessary  or 
desirable?— I  thiuk  the  answer  should  be,  the  less  the 
better. 

3387.  Is  that  possibly  a  reflection  of  English 
cu-cumstances  on  Indian  conditions  ?— Possibly,  but 
that  would  be  my  answer  to  that  question. 

3388.  As  regards  the  establishment  of  a  gold  mint 
m  India,  have  you  formed  any  views  on  that  subject  .P— 
I  Mn  not  personally  opposed  to  a  mint  coining  gold  in 
India,  but  so  long  as  sovereigns  are  taken  for  the 
currency,  local  minting  seems  unnecessary.  As  regards 
a  mint,  if  India  is  going  to  use  coins  minted  here 
she  ought  to  pay  for  what  I  caU  keeping  them  up 
to  proper  value,  that  is  to  say,  any  loss  on  those  coins 
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should  not  fall  op  ttis  country,  but  should  fall  on  the 
country  Where  the  wear  and  tear  takes  place. 

3389.  Suppose  that  mint  were  established  in  India, 
do  you  think  that  much  gold  would  be  taken  there  to 
be  coined  ? — ^I  imagine  thfey  would  coin  the  gold  they 
produce. 

3390.  Sometimes  the  gold  mines  there  are  under 
contract  to  send  all  their  gold  to  this  country  for  a 
period? — Their  gold,  I  think,  still  comes  to  this 
country,  but  I  imagine  the  ultimate  result  would  be 
that  they  would  coin  their  own  gold. 

3391.  Do  you  think  a  mint  in  Bombay,  for  instance, 
would  attract  South  African  gold  ? — If  India  wanted 
gold  for  its  coinage,  yes.  1  should  say  South  Africa 
is  nearer  to  India  than  it  is  to  London,  slightly. 

3392.  I  gather  from  you  that  your  view  is  that  the 
mint  would  not  have  any  effect  on  the  coinage,  but 
the  coinage  would  have  an  effect  on  the  mint? — 
A  mint,  qua  mint,  cannot  increase  the  circulation  of 
gold  except  very  temporarily.  It  might  very  tem- 
porarily increase  it  in  this  sense,  that  it  might  supply 
a  deficiency  of  coin  if  it  could  turn  out  that  coin  more 
•quickly  than  it  could  get  it,  say,  from  this  country ; 
hut  qua,  mint,  a  mint  cannot  increase  or  decrease'  the 
circulation  of  gold. 

3393.  Supposing  that  Indian  opinion  were  in 
favour  of  the  opening  of  a  mint,  have  you  strong 
views,  either  way,  as  to  whether  they  should  coin 
sovereigns  or  rupees  ? — Personally  I  think  they  had 
far  better  coin  sovereigns. 

3394.  That,  of  course,  would  make  the  establish- 
ment of  a  mint  in  India  a  more  costly  experiment, 
owing  to  the  control  required  by  our  Treasury  ? — That 
I  know  nothing  about. 

3395.  Perhaps  you  would  agree  with  other  witnesses 
who'  have  been  before  us,  thatifter  all,  what  the 
currency  medium  is  to  be  must  depend  upon  the 
demand  of  the  people  of  India;  and  the  Government 
must  supply  whatever  the  people  ask  for? — Tes,  I 
imagine  so. 

3396.  But  in  so  far  as  GrCfvemment  can  influence 
the  circulation  of  one  form  of  currency  rather  than 
another,  do  you  see  any  advantage  in  increasing  the 
amount  of  gold  in  circulation  ? — The  increase  of  gold 
in  circulation  has  this  advantage,  that  in  case  of  the 
balance  of  trade  being  against  India,  if  a  large  amount 
of  gold  is  in  circulation,  that  gold  can  be  exported. 

3397.  Do  you  think  the  gold  that  is  in  circulation 
is  of  much  value  for  the  suppovt  of  exchange  in  a  time 
of  crisis  ?—  I  should  say  so,  undoubtedly. 

3398.  Ton  think  it  comes  out,  do  you? — That  is 
my  impression.  As  I  say,  I  have  no  knowledge  of 
Indian  conditions  over  there,  but  if  you  have  got 
gold  in  the  country,  and  the  people  are  impoverished 
and  that  gold  returns  from  circulation,  then  undoubtedly 
from  the  Indian  point  of  view  of  maintaining  exchange, 
that  gold  is  far  more  useful  than  rupees  which  have 
to  be  melted  and  sold  at  bullion  value. 

3399.  The  point,  of  course,  is  whether,  having  gone 
into  the  pockets  of  the  people  it  will  come  out  at  the 
time  you  want  it? — That  is  a  question  which  you  must 
put  to  an  Indian,  n6t  to  me. 

3400.  We  have  had  it  in  evidence,  I  think,  that  in 
1907-8  about  4^  millions  of  gold  was  issued,  and  that 
of  that  only  a  quarter  of  a  million  was  expw-ted  and 
went  to  the  support  of  exchange  ?— That  would  be 
about  a  sixteenth  of  the  whole.  If  you  had  16  millions 
in  circulation,  then  you  would  have  a  million  on  that 
basis  fdr  «xport. 

(Mr.  Gillan.)  I  think  it  was  a  sixteenth  of  the  issue 
of  that  year,  not  of  the  whole. 

3401.  That  is  raither  a  costly  load  to  carry  for  such 
smair  results,  is  it  not  ?— But  you  have  got  to  have 
something  in  circulation.  You  will  not  get  the  profit 
on  the  silver,  I  admit. 

3402.  A  paper  cun-ency  would  be  much  less  costly 
than  that?— Tes.  ,     ^  ,  n  ^,     ,     :, 

3403.  (Chairman.)  I  come  now  to  the  Grold  Standard. 
Reserve.  I  think  you  know  generally,  in  fact  I  am 
sui-e  you  know,  what  the  position  is.  Do  you  approve 
of  the  way  in  which  it  is  now  held,  or  should,  in  your 
opinion,  more  of  it  be  held  in  India  ?— I  should  say  I 
have  a  very  decided  opinion  upon  that  point,  and  it  is 


this  :  Up  to  last  year  I  believe  no  gold  was  held  in 
India  in  the  Gold  Standard  Reserve,  but  the  Gold 
Standard  Reserve  was  entirely  invested  in  securities. 
Tou  ask  whether  it  should  be  held  in  India  or  in  this 
country ;  so  far  as  any  gold  in  the  Gold  Standard 
Reserve  is  to  be  used  for  maintaining  exchange,  it 
should  be  held  in  this  country  and  not  in  India. 

3404.  Will  you  give  me  your  reason  ? — ^Because  for 
the  purposes  of  exchange,  biUs,  as  they  were  in  1907-8, 
would  have  to  be  drawn  upon  London,  and  if  the  gold 
is  not  here  it  will  have  to  be  sent  from  India  to  meet 
those  drafts.  It  is  far  better  and  simplerto  have  the 
gold  here,  and  not  to  have  to  send  it  at  the  time  when 
you  are  di-awing  drafts. 

3405.  Do  you  object  to  holding  any  portion  of  the 
gold  reserve  in  securities  ? — No,  provided  you  start 
with  holding  gold.  That,  I  believe,  has  been  recogr 
nised  now.  I  understand  that — I  believe  it  was  only 
last  year — the  Indian  Government  have  decided  to  hold 
five  millions  of  'gold  in  the  Gold  Standard  Reserve. 
Last  night — ^I  had  the  figure  taken  out  at  the  bank — 
they  had  1,730,0002.  m  the  Gold  Standard  Reserve; 
therefore  they  have  made  a  beginning.  That  sum,  I 
understand,  they.are  going  to  make,  under  their  present 
airangements,  up  to  five  millions.  The  original  inten- 
tion of  the  Gold  Standard  Reserve,  I  believe,  was  that 
the  whole  of  it  should  be  held  in  gold.  That  I  do  not 
think  is  necessary  when  you  get  beyond  a  certain 
amount.  The  question  is  what  amount  is  desirable — 
whether  the  five  millions,  that  is  the  proposition — is 
sufficient.  Personally,  I  should  say  that  the  five 
millions  would  not  be  sufficient,  and  that  it  ought  to 
be  10  millions,  unless  the  Indian  Government  clearly 
see  their  way  in  an  emergency  to  Use  the  gold  that 
they  hold  in  the  cun-ency  reserve.  They  have  got  in 
their  currency  reserve  to-day  6,100,0002.  here,  and 
provided  they  can  see  their  way  to  make  use  of  that 
gold  there  is  no  object,  and  never  is  any  object  in 
banking  business,  in  sitting  upon  a  mass  of  unnecessary 
gold. 

3406.  When  you  say  that  they  must  see  their  way 
to  make  use  of  that  gold,  do  you  mean  that  in  case  of 
crisis  they  should  ship  it  at  once  from  India  ?— They 
have  got  that  here ;  we  have  got  6,100,000Z.  of  it  in 
the  bank.  What  I  am  looking  at  is  this.  In  1908, 
when  trade  was  adverse  to  India,  the  Indian  Govern- 
ment had  to  sell  out  something  over  seven  millions  of 
their  Gold  Standard  Reserve  securities — you  have 
got  the  figui-e ;  it  was  over  7 5  millions,  I  think — and 
a  similar  contingency  must  be  provided  against  in 
fixing  the  amount  of  gold  they  would  hold  here, 
because  you  will  probably  come  on  it  later.  If  the 
storm  centre  of  financial  difficulty,  which  fortunately 
in  that  year  was  in  New  York,  had  been  in  England, 
the  Indian  Government  might  not  have  been  able  to 
sell  their  sterling  securities  at  all.  Of  course,  they  could 
have  sold  them  at  a  price — I  mean,  a  give-away  price. 
That  holding  merely  of  sterling  securities  is  not  only  a 
danger  to  the  Jndian  cuii-ency  position  but  to  this 
market  also.  Poi-tunately  in  1908  the  stonn  centre 
was  not  in  London  and  the  difficulty  was  got  over, 
but  when  the  Government  is  making  its  regulations 
for  its  currency  they  ought  to  be  made  in  such  a  way, 
to  my  mind,  that  they  provide  for  all  eventualities, 
and  in  that  respect  India  should  bear  its  own  burden 
and  not  throw  that  burden  upon  the  London  mai-ket. 

3407.  Do  I  understand  your  view  to  be  that  in  one 
form  or  another  India  ought  to  have  in  actual  gold 
the  largest  sum  which  you  conceive  she  may  need  in  a 
bad  year? — That  is  practically  so.  I  think  beyond 
that  it  is  quite  reasonable  she  should  invest  her  Gold 
Standard  funds.  They  cost  nothing;  they  are  pure 
profit  out  of  the  silver,  and  they  have  never  cost  India 
a  fi-action.  But  provided  that  what  I  call  a  reasonable 
sum  is  held — and  as  this  Gold  Standard  costs  her 
nothing  it  ought  not  to  be  what  I  call  cut  too  fine — 
provided  she  holds  a  sufficient  sum,  I  think  the  rest 
can  reasonably  be  invested  in  securities.  But  I  tell 
you  from  my  point  of  view,  or  at  least  the  bank's 
point  of  view,  that  gold  should  be  held  in  this  country 
and  not  in  India. 

3408.  Tou,  I  think,  put  the  sum  which  you  consider 
woiild  be  required  for  the  purpose,  or  which  it  would 
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be  reasonable  to  have  for  the  pui-pose,  at  something 
like  10  millions  or  11  millions  P — I  am  looking  at  what 
happened  in  1908,  when  something  between  seven  and 
10  millions  was  required — I  do  not  know  exactly  what 
it  was,  but  it  is  known  to  the  Commission.  India,  to 
my  mind,  ought  to  hold  definitely  in  gold  a  sufficient 
sum  to  meet  such  a  contingency  in  the  future. 

3409.  Do  you  think  that  is  quite  sufficient  ?  Ton 
say  that  at  that  time  New  York  was  the  storm  centre ; 
the  storm  was  vei-y  severe  there,  and  the  crisis  was 
very  widespread.  It  was  coincident  with  a  famine  in 
India,  but  that  was,  1  think,  by  no  means  the  worst 
of  the  famines  that  India  has  experienced.  Suppose 
that  that  financial  disturbance  in  New  York  and  the 
rest  of  the  world  had  coincided  with  a  very  bad  famine 
m  India,  or  with  a  period  of  war  in  India,  would  it  be 
safe  to  take  as  the  measure  of  her  possible  require- 
ments what  she  actually  needed  in  1908  ? — No.  I 
guarded  myself  against  saying  that  that  amount  was 
specific.  I  said  she  had  got  to  provide  for  what  I  call 
any  probable  contingency. 

3410.  As  regards  the  remainder,  have  you  anything 
to  say  as  to  the  class  of  securities  in  which  it  might  be 
invested?  Would  you  confine  it  to  short-dated 
securities,  or  would  you  allow  them  to  take,  as  they 
did  at  one  time,  consols.'' — They  would  prefer  un- 
doubtedly to  take  short-dated  seciu-ities — I  think  I 
mentioned  that  before — because  the  depreciation  on 
those  is  vei-y  small.  Therefore,  from  the  point  of  view 
of  not  having  any  loss  on  securities,  undoubtedly  they 
had  better  take  secuiities  with  a  due  date,  but  I  should 
not  what  I  call  definitely  preclude  them  from  taking 
other  seoui'ities,  such  as  their  own  ;  they  have  got 
their  own  which  have  not  got  a  due  date,  and  I  do  not 
know  that  you  should  rule  them  out. 

3411.  You  put  it  veiy  fairly,  I  think,  that  India 
ought  to  be  prepai-ed  to  save  herself  in  a  time  of  crisis, 
and  not  rest  her  weight  on  us.  If  all  this  gold  is  held 
on  Indian  account  in  England,  is  it  held  in  London  in 
addition  to  the  gold  that  would  othei-wise  be  here  ? — 
Absolutely. 

3412.  And  it  is  not  taken  into  account  in  any  market 
calculations  here  ? — Not  at  all.  It  never  appears  in 
the  Bank  of  England  accounts  as  published,  and  it  is 
quite  incoiTCct  to  say  that  the  market  here  takes  it 
into  any  account  at  all.  In  dealing  with  this  question 
there  is  one  point  I  would  mention ;  it  is  only  a  matter 
of  detail,  but  I  think  as  I  am  talking  about  the  Gold 
Standard  Reserve  I  should  mention  it.  It  is  merely 
a  question  of  the  form  of  accounts,  which  I  i-aised  in 
1909.  In  the  Gold  Standard  Reserve  the  Indian 
Government  put  in  their  statement  "  Cash  placed  by 
•'  the  Secretaiy  of  State  for  India  in  Ooimcil  at  short 
"  notice."  I  have  objected,  and  strongly  objected,  to 
that ;  it  is  a  contradiction  in  terms  to  state  that  you 
have  cash  at  short  notice.  Cash  ought  to  mean  coin, 
bullion,  or  bank  notes.  While  I  have  never  thought 
it  makes  very  much  difference  in  the  accounts,  say, 
of  English  banks.  I  raised  the  objection  because  I 
do  not  think  a  Government  department  ought  to 
use  words  loosely,  and  the  one  thing  about  money 
on  short  notice  is  that  it  is  not  cash.  I  see  they 
go  on  in  the  same  way,  but  I  call  attention  to  it 
because  I  think  it  is  wi-ong,  and  I  do  not  think 
Government  ought  to  use  a  wrong  word  in  that 
sense.  I  have  told  them  it  is  not  cash,  and,  as  a 
fact,  there  have  been  times  when  the  India  Council 
called  for  the  money,  and  they  could  not  get  it ;  there- 
fore it  cannot  be  cash. 

34 13.  One  of  the  witnesses  who  hae  appeared  Ijefore 
UB  seemed  to  think  that  securities,  short-dated  securities 
especially,  were  just  as  good  for  the  purposes  of  this 
reserve  as  gold,  and  he  presented  an  argument  that 
what  was  needed  in  a  time  of  crisis  was  not  actual  gold 
but  what  you  call  bankers'  money,  and  that  these 
securities  fulfilled  that  pui-pose  quite  as  well  as  gold  ; 
i  gather  that  is  not  your  view  ? — Certainly  not — not  in 
a  time  of  crisis. 

3414.  Then-  reaJisabUity  in  a  time  of  crisis  rests  on 
what,  laltimately  ?  Does  it  rest  on  the  gold  resei-ve  of 
this  country  ? — I  shotild  say  it  rested  on  the  power  of 
the  Bank  of  England  to  fidrapce  money  to  buyers  to 
pay  for  the  securities 


3415  Therefore,  in  the  last  resort,  on  the  gold 
reserve  of  the  Bank  of  England  ?— Undoubtedly. 

3416.  Your  argument  I  think  is,  as  I  put  it  just 
now,  that  in  a  time  of  crisis  you  do  not  claim  that 
India  should  support  the  London  market,  but  that  it 
should  not  be  an  additional  drain  upon  it,  and  should 
caiTj  its  own  burden  ?  — It  should  caiiy  its  own 
burden. 

3417.  I  want  to  ask  you  a  couple  of  questions  about 
the  paper  cvurency  system  of  India.  Do  you  think  it 
would  be  an  advantage  if  some  steps  were  taken  to 
give  itgi-eater  elasticity  F— Not  having  any  practical 
knowledge  of  Indian  finance,  that  is  a  difficult  question 
for  me  to  answer.  I  do  not  quite  understand  the 
expression  "to  take  steps  to  give  it  gi-eater  elasticity." 

3418.  The  conditions  under  which  notes  can  be 
issued  are  at  present  vei-y  strictly  limited  ;  would  you 
allow  the  fiduciary  portion  of  the  issue  to  be  extended 
by  the  Government  of  India  under  any  circumstances 
or  conditions? — That  is  a  question  which  it  is  a  little 
difficult  for  me  to  answer  in  this  respect,  that  I  do  not 
know  how  far  or  how  -near  India  is  getting  towards  a 
cheque  system.  As  regards  the  fiduciary  issue, 
provided  you  have  got  the  fiduciary  issue  below  an 
amount  which  can  never  go  back  to  the  Treasmy, 
there  is  no  objection  to  that  fiduciaiy  issue.  The  Act 
of  1844  fixed  the  fiduciary  issue  in  this  counti-y  at 
14  millions.  That  has  nothing  whatever  to  do,  as 
many  people  suppose,  with  the  Govemment  debt,  or 
anything  of  that  sort ;  it  is  simply  an  amount  below 
which  it  was  thought  that  the  issue  would  not  come 
back  to  the  central  institution ;  and  that  has  proved  to 
be  coiTect.  Owing  to  the  cheque  system,  which  of 
course  has  been  an  admirable  thing  for  this  country 
and  a  most  admirable  thing  for  all  finance,  the  note 
issue  of  the  Bank  of  England  to-day  instead  of 
increasing  is  rather  inclined  to  go  back ;  it  has 
pi-actically  remained  stationaiy  for  the  last  four  or  five 
years.  When  you  are  dealing  with  India,  which  is,  in 
a  sense,  from  a  banking  point  of  view,  an  entirely  new 
countiy,  it  must  not  be  lost  sight  of  that  the  intro- 
duction of  a  cheque  system  in  India  would  probably 
materially  reduce  the  note  circulation,  which  has 
undoubtedly  increased  and  is  increasing.  I  toot  out 
the  figures  of  the  note  circulation  the  other  day,  and 
as  far  as  I  could  see,  the  active  note  cii-culation  has 
more  than  doubled  in  the  last  20  years.  Thei-efore 
from  that  point  of  view  you  can  see  that  you  can 
safely  give  the  Govemment  increased  fiduciary  issue 
powers.  But  while  I  say  that,  if  you  are  going  to  have 
a  development  of  banking,  and  if  you  are  going  to  have 
a  cheque  system  introduced  into  India,  you  cannot 
then  count  upon  an  increase  of  the  note  issue  in  the 
future  as  you  have  done  in  the  past.  That,  however, 
is  a  practical  question  on  which  you  must  ask  those 
who  know  India,  not  me.  I  have  been  told — and  I  am 
only  telling  you  what  I  have  been  told — ^that  banking 
and  cheques  are  increasing  in  India.  I  think  it  would 
be  incorrect  to  have  the  fiduciary  issue  in  India  in- 
creased in  a  way  that  might  ultimately  lead  to  possible 
trouble.  Of  course  when  you  are  dealing  with  India, 
if  it  be  found  in  the  futui-e  that  the  fiduciary  system 
should  be  reduced,  well,  you  can  i-educe  it.  At  the 
present  moment  I  believe  the  active  issue  in  India  is 
about  44  crores,  and  the  fiduciary  issue  is  14  crores — 
roughly  a  thii-d.  If  you  are  going  to  get  the  note 
issue  up  to  60  crores,  then  you  can  say  that  that 
fiduciaiy  issue  might  be  increased  to  20  crores, 
provided  it  is  i-ecognised  that  if  the  issue  goes  down, 
steps  should  be  taken  to  carry  out  the  principle  of 
reducing  the  fiduciary  issue  strictly,  because  you  do 
not  want  to  have  the  slightest  doubt  upon  your  note 
issue.  Here  in  this  countiy  if  it  had  not  been  for 
cheques,  probably  the  note  issue  of  this  coimtiy  would 
have  been  as  big  as  it  is  in  France. 

3419.  If  iib  had  that  effect  could  you  maintain  the 
conditions  of  the  Bank  Act?  Suppose  cheques  had 
not  come  in  to  give,  as  it  were,  this  aid  to  yom- 
fiduciary  issue,  would  you  not  have  had  to  increase  the 
fiduciary  issue? — ^I  do  not  think  so.  Why  should 
you  ?  Over  the  coui-se  of,  roughly,  70  years  that  have 
passed  since  1844  this  country  would  have  got  all  the 
gold  it  wanted  for  its  notes,   and  there  would  have 
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been  no  reason  for  increasing  the  fiduciai-y  issue. 
You  could  not  get  a  big  issue  of  notes  against 
gold  in  this  country,  or  any  country,  suddenly,  but 
you  can  do  so  gradually.  Over  the  70  years  you 
would  have  had  gold  accumulating  in  this  country 
— 35  millions  or  40  millions  up  to  120  millions  or 
■  130  millions — just  in  the  same  way  as  they  have  in 
France. 

3420.  {Lord  Faber.)  I  gather  that  the  India  Office 
broker  sometimes  appears  to  lend  money  below  the 
market ;  could  you  say  at  all  why  he  does  that  ? — I  do 
not  think  that  he  lends  it  below  the  market,  but  he 
always  lends  it  below  the  bank  rate.    He   gets,   no 

,  doubt,  the  best  rate  he  can,  but  practically  I  should 
say  he  always,  as  far  as  I  know  from  the  accounts, 
lends  it,  and  therefore  he  has  got  to  take  the  best  rate 
he  can  get. 

3421.  Then  it  is  really  that  the  market  know  that 
he  has  got  to  lend  the  money  out  and  will  take  what 
they  offer  him  ? — That  is  about  it. 

3422.  If  he  held  off  the  market  and  screwed  it  up 
two  or  three  times  and  they  did  not  know  whether  he 
was  going  to  lend  it  or  not,  would  that  not  heljD  him 
in  the  long  run  to  get  a  better  average  ? — It  probably 
would.  If  he  would  not  lend  below  certain  rates  he 
would  lose  temporarily,  biit  in  the  long  run  probably 
he  would  be  recouped. 

3423.  I  think  the  broker  rather  gave  us  to  under- 
stand that  he  had  a  difficulty  in  lending  on  the  special 
security  which  the  Indian  Grovemment  ask  for,  and 
that  it  was  leather  a  tie  that  the  Indian  Govern- 
ment demands  that  sectirity  ? — That  is  merely  because 
the  amount  that  he  has  got  to  lend  being  so  large 
the  security  is  not  there  against  it.  He  would 
have  no  difficulty  whatever  if  instead  of  lending 
11  millions  he  was  lending  five  millions ;  there  would 
be  no  difficulty  about  the  security  then.  It  is  only 
because  he  has  got  such  big  sums  to  lend  tliat  there 
is  a  difficulty. 

S424.  There  is  one  rather  important  question.  If 
India  lends  money  on  deposit  to  the  big  London  banks, 
do  you  think  it  would  be  unreasonable  for  India  to  ask 
for  security  ? — ISo. 

3425.  I  suppose  that  aU  banks,  even  the  best  of 
them,  at  times  do  have  to  come  to  the  Bank  of  England 
to  borrow  money  temporarily,  and  then  the  Bank  of 
England  gets  security  from  them  ? — Yes,  should  a 
bank  borrow. 

3426.  As  regards  a  central  bank  for  India,  I 
gathered  from  what  you  said  that  you  thought  the 
country  was  perhaps  too  vast  for  a  central  bank  to  do 
much  good  ? — I  do  not  say  that.  I  say  it  is  not  a 
question  that  I  can  answer  as  I  have  no  practical 
experience.  What  I  felt  was  that  you  cannot  argue 
from  a  small  country  like  England,  or,  we  will  say, 
a  country  like  France,  and  say  that  what  suits  that 
necessarily  will  suit  India.  I  wiU  not  go  beyond  that, 
because  I  have  not  got  the  knowledge  to  fonn  an 
opinion. 

3427.  (Sir  Robert  Chalmers.)  You  spoke  about  the 
Indian  balances,  or  loans,  as  not  being,  if  I  caught 
your  word  rightly,  good  money.  You  meant,  did  you 
not,  that  it  is  used  for  purposes  which  are  rather 
outside  those  of  the  London  money  market? — It  is 
entii-ely  outside  what  I  call  the  ordinary  English 
trade  requirements.  Indian  money  is  no  different  to 
Japanese  money,  or  any  other  money,  but  it  has  what 
I  call  nothing  to  do  with  British  trade.  It  is  a  thing 
which  is  entirely  outside. 

3428.  Then  you  raised  the  point  that  at  times  it 
tended  to  be  lent  cheap;  and  that,  was  raised  also  by 
Lord  Faber's  question  recently..  Therefore,  you  con- 
cluded that  those  balances  being  in  London  tended  to 
be  detrimental  to  the  Bank  of  England  rather  than 
beneficial  ? — That  they  have  been  loaned  out  in  this 
way  in  London  undoubtedly  is  so,  but  only  at  itimes ; 
in  the  ordinary  course  of  business  they  do  not  make  any 
difference  one  way  or  the  other. 

3429.  You  do  not  agree  then  at  all  with  the 
criticism  which  is  advanced  in  some  quarters  that  the 

-  use  and  location  of  those  balances  in  London  is  a  boon 
to  London  and  a,  boon  in  proportion  to  the  size  of  the 
balances  ? — It  might  be  held  that  it  is  a  boon  to  the 
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trader  by  lowering  the  rates  of  discount,  but  it  is  not  a 
boon  from  the  Bank  of  England's  point  of  view  of 
maintaining  the  gold  reserve  of  the  country. 

3430.  WJiich  would  mean  the  ultimate  financial 
condition  of  the  whole  Empire.' — We,  rightly  or 
wi'ongly,  have  taken  upon  ourselves  the  duty  of  main- 
taining a  gold  reserve  in  this  country,  and  anything 
which  conflicts  with  the  action  which  we  consider 
necessary  at  times — and  it  is  necessary  at  times  to 
stiffen  rates  to  maintain  that  reserve  or  to  increase 
that  reserve — necessaiily  conflicts  with  the  bank.  I 
do  not  mean  to  say  that  it  always  conflicts  with  the 
bank,  but  it  does  at  times. 

3431 .  Take  the  case  of  the  Gold  Standard  Reserve ; 
you  said  that  that  should  be  kept  in  London  ? — ^I  said 
such  portion  of  that  Gold  Standard  Reserve  as  is 
accumulated  for  the  purpose  of  maintaining  the  ex- 
change. I  believe  the  Gold  Standard  Reserve  is  used 
for  other  purposes — at  least,  it  has  been ;  but  that 
is  its  main  object.  In  so  far  as  that  is  accumu- 
lated for  exchange,  that  gold  should  be  held  in  London 
rather  than  in  India,  because  you  would  have  to  send 
it  over  to  London  if  it  is  going  to  be  used,  and  there- 
fore you  may  just  as  well  hold  it  here. 

3432.  Do  you  take  that  view  having  regard  to  the 
interests  of  India,  and  without  any  reference  to  the 
possibilities  of  its  being  of  any  use  to  the  London 
market  ?- — Absolutely. 

3433.  You  are  looking  excliisively  to  India .'' — I  am 
looking  at  it  exclusively  from  the  Indian  point  of 
view. 

3434.  You  went  further,  I  think,  and  said,  as  regards 
that  amount  of  the  Gold  Standard  Reserve  which  is 
held  in  securities,  it  might  be  a  distinct  menace  to  the 
London  money  market  ? — If  those  securities  had  to  be 
realised  in  a  crisis. 

3435.  Whereas  any  gold  here  would  be  earmarked, 
and  would  not  be  a  danger,  because  it  would  be  outside 
the  metallic  reserve  which  is  maintained  by  the  Bank 
of  England  ? — It  would  be  absolutely  outside  that. 

3436.  As  regai-ds  the  coinage  of  gold  in  India,  there 
would  be  no  coinage  in  India  if  there  were  a  coinage 
charge  imposed  in  India,  is  that  not  so? — ^I  do  not 
know. 

3437.  I  am  asking  you  for  your  opinion.  If  you  can 
get  gold  minted  free  in  London,  would  you  get  it  sent 
to  the  Indian  mints  if  there  was  a  coinage  charge  ? — 
Not  if  the  coinage  charge  exceeded  the  amount  which 
you  have  got  to  pay  for  freight  and  the  other  charges 
to  get  that  gold  out  there. 

3438.  Now,  as  to  the  currency  notes  and  the 
fiduciary  portion  of  the  fund  in  India.  The  conditions 
of  the  issue  department  of  the  Ba,nk  of  England 
restrict  the  bank  to  investment  in  certain  very  clearly 
defined  securities,  I  believe — I  am  simply  giving  the 
Bank  of  England  as  a  comparison  ? — Are  you  referring 
to  the  fiduciary  portion  of  the  Bank  of  England  ? 

3439.  Yes  ? — I  believe  that  there  are  no  restrictions 
as  regardb  what  we  should  invest  in  for  our  fiduciary 
issue. 

3440.  As  regards  the  form  of  security  that  you  put 
your  money  in,  are  you  not  limited  ? — There  is  nothing 
in  the  Act  which  restricts  the  bank.  We  have  always 
invested  in  British  Government  securities,  or  securities 
guaranteed  by  the  British  Government ;  but  I  think  I 
am  correct  in  saying  that  the  bank  has  done  that 
because  they  thought  it  was  a  right  thing  for  them  to 
do,  and  that  they  are  not  restricted  by  law  from  any 
investment.  You  are  raising  the  question  of  what  I 
call  the  strict  legal  power,  are  you  not  ? 

3441.  Yes  ? — I  would  not  like  to  give  an  absolute 
opinion  without  referring,  but  my  impression  is  that 
there  are  no  restrictions. 

3442.  Has  the  bank,  so  far  as  you  are  aware,  ever 
contemplated  investing  part  of  the  money  belonging  to 
the  fiduciary  portion  in  such  things  as  trade  bills  or  in 
advances  to  bankers  ? — No. 

3443.  It  has  never  been  contemplated  ? — Nevpi-. 
The  profit  on  the  fiduciary  issue,  as  you  are  aware,  goes 
to  the  cotmtry  and  it  does  not  go  to  the  bank. 

3444.  So  you  have  never  contemplated  it  ? — Never 
— we  should  not  dream  of  it. 
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3445.  A  proposition  was  made  before  the  Commis- 
sion that  in  India  a  portion  of  the  fiduciary  investment 
shonld  he  in  the  form  of  advances  to  banks  for  short 
terms  ;  are  you  prepared  to  express  any  opinion  on  the 
policy  of  that  proposition  ? — Do  you  mean  without 
seoui-ity  ?  ' 

3446.  No,  not  without  security,  but  on  Government 
securities  deposited? — I  should  like  to  think  that 
question  over  before  giving  you  a  definite  answer. 
That  would  be  in  a  sense  merely  an  increase  of  its 
fiduciary  issue,  wotdd  it  not  ? 

3447.  No,  not  an  increase  but  a  substitution.  I 
will  express  it,  as  I  ixnderstand  the  proposition,  in  the 
terms  of  this  country  :  You  would  not  buy  consols  but 
you  would  lend  to  a  bank  on  the  security  of  consols 
for  a  short  term  out  of  the  fiduciary  portion  of  the 
issue  ? — I   think   there   would   be  objections   to    that, 

"  certainly  there  would  be  theoi'etical  objections  to  it, 
and  1  am  rather  inclined  to  think  there  would  be 
practical  objections.     If  you  like  to  put  the  question 

■  in  writing  I  will  consider  it.  That  is  mixing  up  what 
I  call  issue  with  banking. 

3448.  Prima  facie  you  are  not  attracted  to  it? — 

■  Prima  facie  I  am  not  in  favour  of  it. 

3449.  You  are  not  attracted  to  it,  I  said  ? — No.  I 
am  not  attracted  to  it. 

3450.  {Sir  Ernest  Cable.)  In  reply  to  Sir  Robert 
Chalmers  just  now  I  think  you  admitted  that  the 
lending  out  of  India's  balances  was  a  benefit  to  the 
London  market  ? — I  admitted  that  the  lending  of  large 
balances  here  puts  down  the  discount  rate,  and  usually 
is  a  benefit  to  the  trader  while  it  goes  on;  but  the 
liability  to  have  that  money  withdrawn  is  not  a  benefit 
to  the  market. 

3451.  And,  of  course,  it  is  an  unmitigated  benefit 
to  the  Government  of  India  to  be  able  to  lend  out  these 
balances  here  which  they  are  unable  to  do  in  India  ? — 
They  are  getting  interest  undoubtedly  on  their  money, 
but  as  to  whether  that  pays  them  or  not  you  must  ask 
them  the  question,  not  me,  because  they  have  had  to 
pay  something  for  raising  that  money. 

3452.  I  am  talking  of  the  superfluous  balances — 
such  balances  as  we  have  ? — Yes,  if  it  is  merely  a 
question  of  getting  interest  on  superfluous  balances. 
But  I  should  like  to  ask  this  question.  Is  there  any 
similar  system  in  India — I  am  asking  for'"  information 
— to  what  we  have  in  this  country,  under  which  surplus 
revenue  goes  to  the  redemption  of  debt  ? 

3453.  (Chairman.)  There  is  no  system  exactly  com- 
parable to  ours,  but  as  I  understand  our  witnesses,  the 
surplus  revenue  is  either  used  in  the  extinction  of 
existing  debt,  or  in  the  prevention  of  fresh  borrowings. 
You  have  to  start  with  the  fact  that  the  Indian 
Government  is,  as  you  say,  continuously  borrowing  for 
reproductive  or  for  capital  expenditure ;  and  the 
surplus,  being  used  to  redeem  such  short-dated 
securities  as  yoa  spoke  of  in  a  part  of  your  evidence, 
goes  to  prevent  the  amount  of  the  fresh  borrowing 
being  as  large  as  it  would  otherwise  be? — My  difficulty 
is  to  see  why  it  is  necessary  for  the  Indian  Government 
to  have  such  big  balances  permanently  here. 

3454.  (Sir  Ernest  Cable.)  I  was  going  to  can-y  that 
one  point  further — that  it  not  only  benefits  the  London 
discount  market,  as  you  suggest,  and  also  the  Govern- 
ment of  India  in  the  way  of  revenue,  but  that  in 
addition  the  reduction  in  the  discount  rate  in  the 
London  money  market  does  benefit  the  Indian  trader, 
because  it  stimulates  trade.     There  is  therefore  a  third 

-benefit  to  India,  judged  as  a  whole;  you  would  admit 
.that,  I  think? — ^Low  rates  of  money  undoubtedly 
always  stimulate  trade,  but  it  does  not  necessarily 
follow  that  there  is  a  benefit ;  you  have  got  to  look  at 
the  ultimate  result  of  these  things.  If  you  have  large 
sums  of  money  lent  in  this  counti-y  which  are  liable  to 
sudden  withdrawal,  then  they  are  an  upsetting  feature, 
and  probably  the  result  of  that  upset  may  entirely 
extinguish  the  previous  advantage. 

3455.  With  regard  to  the  State  bank,  I  thinl  you 
made  use  of  the  expression  that  the  time  is  not  ripe 
for  it ;  do  you  mean  to  suggest  by  that  that  at  some 
later  date  it  might  be  advisable?^ — I  think  what  I 
stated  was  that  the  fact  that  it  had  been  before  the 
Indian  authoi'ities  and  not  adopted  evei-  since  the  Fowler 


Committee  showed  that  in  their  opinion  the  time  was 
not  ripe.  As  I  said  before,  speaking  for  myself,  I  have 
no  special  knowledge  as  to  this  question.  I  discussed 
it  a  great  many  times  with  Sir  Edward  Law,  whom  I 
knew  very  well,  and  I  think  on  the  whole  he  was  in  favoui- 
of  it,  but  I  think  he  was  rather  of  opinion  that  the 
time  was  not  ripe.  Mind  you,  I  am  not  giving  you  my 
opinion,  because  I  have  not  got  what  I  call  a  formulated 
opinion ;  it  is  only  the  opinion  of  those  who  have  been 
out  to  India.  I  can  tell  you  what  is  done  here  in 
London,  and  I  can  give  you  practical  views  of  our  own 
money  market ;  but  the  other  side,  no,  because  I  haTe 
not  got  the  experience. 

3456.  You  could  perhaps  give  us  your  opinion  as 
to  whether,  as  India  is  developing  and  growing  in 
resources,  it  might  not  be  a  very  much  inore  difficult 
project  to  carry  out,  say,  in  20  years'  time  than  at 
present? — It  seems  to  me  that  you  have  got  the 
nucleus  in  India  of  a  central  institution,  because  you 
have  got  three  Presidency  banks.  I  suppose  it  is 
quite  possible  to  join  those  up  if  it  is  thought  desirable 
to  do  so,  and  then  you  have  got  your  one  central 
institution.  But  there  is  a  distinction  in  my  mind 
between  a  State  bank  and  a  central  bank.  The  State 
bank  presumably  means  that  the  whole  of  the  capital 
belongs  to  the  Government,  and  therefore  it  has-  got 
to  be  itm  by  Government,  because  the  Government 
will  not  hand  over  a  large  sum  of  money  to  private 
individuals  to  run  for  them.  Whether  the  conditions 
allow  of  a  separate  central  institution,  as  you  have  got 
in  this  country,  I  cannot  say.  I  can  only  say  that, 
as  far  as  a  State  bank  goes,  you  have  got  the  nucleus 
of  it  in  your  three  Presidency  banks. 

3457.  You  expressly  doubted  also  whether  the 
State  bank  or  the  central  bank  would  be  a  paying 
proposition.  I  should  like  to  ask  you  as  a  banker  of 
eminence  whether  it  would  be  legitimate  in  a  new 
bank  of  that  sort  to  have  a  portion,  perhaps  a  large 
portion,  of  its  capital  in  debentures  which  might'in'ake 
the  share  capital  quite  a  paying  investment  ? — ^But  ytm 
have  got  nothing  to  issue  debentures  on. 

3458.  On  the  capital  as  security  ? — ^A  debenture  is 
only  a  debt,  and  there  is  no  security.  What  you 
want  in  India  is  a  bank  big  enough  to  give  security 
for  the  Government  to  bank  with  it. 

(Sir  Ernest  Cable.)  '  The  Agricultural  Bank  of 
Egypt  has  a  debenture  debt,  I  believe  ? 

3459.  (Lord  Faber.)  But  that  might  be  founded  on 
a  particular  class  of  secuiity — the  land  ? — An  agri- 
culttri-al  btok  probably  could  issue  debentures,  that  is 
to  say,  a  mortgage  upon  something  in  its  possession  ; 
Imt  an  ordinary  bank  has  nothing.  A  debenture 
proper  ought  to  be  a  mortgage,  and  -therefore  it  is  a 
liability,  not  an  asset.  1  do  not  .see  how  that  is 
possible. 

3460.  (Sir  Ernest  Cable.)  Debentures  are  a  liability, 
and  so  is  capital  a  liability ;  it  is  merely  another  way 
of  putting  it  ? — I  beg  your  pardon.  Capital  is  a 
liability  undoiibtedly,  but  the  shareholder  is  respon- 
sible. The  debenture  holder  is  a  creditor  of  the 
concern  ;  the  shareholder  is  part  of  the  concern-  itself. 
The  two  positions  are  totally  distinct,  i  am  putting 
it  this  way — if  I  am  a  shareholder  in  the  concern,  I  am 
responsible  to  the  debenture  holders. 

(Sir  Ernest  Cable.)  They  have  a  prior  claim 
certainly. 

3461.  (Lord  Faber.)  To  put  it  in  another  way,  the 
debenture  man  comes  first,  and  he  has  got  to  be  paid 
and  all  the  capital  has  got  to  be  exhausted  to  pay 
him  ? — That  is  so. 

3462.  (Sir  Ernest  Cable.)  You  made  use  of  the 
expression  -with  regard  to  India's  gold  reserves  that 
she  should  bear  her  o-wn  burden ;  I  suppose  you  mean 
by  that  that  India  alone  would  benefit  by  those  gold 
reserves.  I  put  it  to  you  whether  in  a  time  of  crisis 
the  wht)le  Empire  would  benefit  by  the  stability 
conferred  by  those  gold  reserves  of  India? — I  dp  not 
see  exactly  where  the  benefit  conies'  in!  What  I  say 
is,  India  should  run  its  fihancefe,  so  to  speak,  by  playing 
the  game  ofE  her  own  bat. 

3463.  (Mr.  Keynes.)  When  you  expressed  th^  rather 
paradoxical  opinion  that  the  Indidri  cash  balances 
in  London  were  disadvantageous,  were  you   speaking 
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narrowly  from  the  •point  of  view  of  the  Bank  of 
England,  or  from  the  point  of  view  of  the  whole  of  the 
Lond,oa  market? — ^I  was  speaking  from  the  point  of 
view  of  the  Bank  of  England,  and  I  hope  I  made  that 
clear. 

3464.  Tonr,  remarks  would  apply  equally  to  all 
international  banking  on  a  large  scale,  would  they 
not?— To  all  international  banking  on  a  large  scale 
where  a  withdrawal  of  that  money  would  afEect  the 
conditions  of  the  money  market. 

3465.  I  can  understand  that  if  London  were  to 
cease  to  be  an  international  money  market  the  life  of 
the  directors  of  the  Bank  of  England  would  be  a  less 
anxious  one;  and  you  are  merely  stating  this  as  a 
particular  application  of  that?— I  am  asked  here  to 
give  the  view  of  the  Bank  or  England,  and  I  am  giving 
you  the  view  of  the  Bank  of  England. 

3466.  And  the  view  of  the  Bank  of  England  is  that 
any  increase  in  the  extent  to  which  London  is  an 
international  money  market  makes  their  time  a  more 
aaxious  one? — Ajiy  increase  in  the  volume  of  trans- 
actions which  pass  through  London  for  which  the 
London  money  market  is  responsible,  makes  the 
maintenance  of  a  a  adequate  gold  '  reserve  here  all 
the  more  important. 

3467.  But  you  would  not  deprecate  the  extension 
of  England's  liabilities  in  that  way,  would  you  ?  Tou 
would  not  wish  London  to  be  less  an  international 
money  market,  would  you  ?  —  'No ;  I  want  to  see 
England  maintained  as  the  international  money  market, 
and  that  it  should  have  the  position  it  holds  to-day. 

3468.  Then  you  would  be  sorry  rather  than  glad  if 
India  was  to  give  up  holding  its  balances  here  ? — Prom 
the  point  of  view  of  the  Bank  of  England  I  woiild 
rather  they  were  what  I  call  kept  within  more  moderate 
hmits ;  that  is  all. 

3469.  Prom  the  point  of  view  of  the  position  of  the 
money  market,  you  would  be  sorry  ? — I  should  not  be 
sorry ;  it  is  merely  a  question  of  siise. 

3470.  "Woiild  you  be  glad? — Prom  the  point  of 
view  of  the  Bank  of  England,  from  the  point  of  view 
that  London  should  not  be  liable  to  be  drawn  upon  for 
very  big  amounts,  I  should  be  glad  if  the  Indian 
balances  were  kept  within  naore  moderate  limits. 
They  rise  to,  I  believe,  18  millions  altogether.  I  am 
not  clear  what  was  done  with  the  18  millions. 

3471.  (Chairman.)  I  think  we  have  had  it  in  evidence 
that  the  18  millions,  those  very  high  figures,  were  due 
to  what  it  is  hoped  may  be  found  to  have  been  rather 
exceptional  circumstances,  and  partly  also  to  under- 
estimating the  revenue  ? — I  quite  agree,  but  I  do  not 
know  what  was  ^one  with  that,  18  millions  heJ"e.  As 
far  as  I  can  turn  it  up  at  the  Bank,  the  loans  through 
their  broker  have  neyer  much  exceeded  11  millions;  I 
suppose  the  balance  all  went  to  the  banks,  and  there 
was  ho  security  for  it.   , 

3472.  There  were  loans  to  the  banks  as  well  ? — We 
check  all  the  securities  at  the  bank  for  the  India 
Office,  and  therefore,  we  know  the  aniount  of  the 
securities.  I  know  the  maximum  amount  of  securities 
deposited  at  any  one  time,  and  I  know  that  the 
maximum  amount  of  loans  to  what  I  call  the  market 
have  not  exceeded  something  between  11  millions  and 
12  millions  ;  that  is  all. 

3473.  (Mr-  Keynes.)  I  only  wanted  to  get  the  point 
clear  that  there  is  nothing  peculiar  to  India  about  this, 
and  that  in  general  you  deprecate  London  doing 
international  banking  business  on  a  very  large  scale  ? 
—No. 

'  3474.  (Chairman.)  I  think  you  did  not  deprecate 
London  doing  international  banking  business  oil  a  very 
large  scale,  but  you  said  there  was  a  danger  if  these 
large  amounts  were  suddenly  withdrawn  ?— I  say  that 
that  is  a  danger  which,  if  it  is  possible  to  avoid  it,  it 
is  well  to  avoid;  but- as  long  as  London  remains  the 
international  mouey  market  it  has  got  to  shoulder  the 
burdens  as  well  as  the  advantages  of  that.  Mr.  Keynes' 
view  apparently  is  that  I  deprecate  London  being  an 
international  money  market ;  I  absolutely  coiTect  that. 
3475.  (Mr.  Keynes.)  I  understand  there  is  a  dis- 
advantage, but  I  do  want  to  have  yoiu-  opmion  as  to 
whether  on  the  balance  it  is  not  an  advantage  to  London 
to  put  itself  into  this  position.    It  makes  the  problem 


of  the  reserves  more  diiflcult,  but  is  it  for  that  reason 
to  be  deprecated  on  the  whole  ? — My  answer  to  that  is 
that  you  have  got  to  shoulder  your  responsibilities,  and 
on  the  whole,  it  is  desirable  that  London  should  remain 
the  international  financial  centre  of  the  trade  and 
commerce  of  the  world.  What  you  are  dealing  with 
on  this  Commission  is  the  question  of  Indian  finance, 
and  you  are  not  dealing  with  anything  more. 

3476.  Tour  second  reason  for  rather  disliking  these 
large  balances  was  that  they  sometimes  had  the  effect 
of  forcing  the  market  rate  down;  I  suppose  that  is 
true  of  all  large  lenders  in  the  market  ? — That  is  right. 

3477.  They  have  not  had  a  different  effect  in  that 
way  from  any  other  large  lender  ? — No. 

3478.  So  that  there  again,  from  the  the  point  of 
view  of  the  market  as  a  whole,  you  would  not  deprecate 
it  ? — No.     It   is   quite   desirable  that  London  should 
have  its  lenders  as  well  as  its  boiTowers ;  it  must  have  ' 
them. 

3479.  The  Chairman  asked  you  your  opinion  as  to 
how  far  gold  in  circulation  was  available  to  meet  a 
foreign  drain,  and  I  think  you  expressed  the  opinion 
that  it  was  of  some  value  ? — Yes ;  I  expressed  the  view 
that  gold  in  circulation  is  of  some  value,  because,  if  you 
get  a  famine,  gold  will  not  be  so  much  wanted,  and  there- 
fore it  will  come  back  to  what  1  should  call  the  bankers, 
and  then  it  is  available.  What  I  stated  was  that  it  is 
better  for  India  to  hold  gold  which  is  taken,  so  to 
speak^  at  its  face  value,  than  to  have  it  in  rupees  which 
have  got  to  be  melted  and  sold  at  their  bullion  value. 

3480.  When  you  gave  that  answer  were  you 
imagining  a  case  in  which  India  had  hardly  anything 
but  gold,  or  in  which  gold  was  perhaps  a  fifth  or  a 
quarter  of  the  circulation  ?  —  I  was  not  imagining 
anything.  I  was  only  giving  you  the  difference 
between  having  a  gold  circulation  and  a  silver 
circulation. 

3481.  Do  you  mean  by  a  gold  circulation  one  in 
which  nearly  all  the  circulatign  is  gold,  or  one  in 
which  about  a  fourth  or  fifth  is  gold  ? — -My  reply  was 
quite  independent  of  the  proportion  of  the  circulation. 

3482.  Then  your  answer  applies  even  in  the  case 
where  gold  is  a  fourth  or  a  fifth  ? — -Certainly. 

3483.  Do  you  think  that  when  money  is  returned- 
from  circulation  it  wUl  be  the  gold  rather  than  the  ■ 
rupees,  even  when  the  gold  is  only  a  small  propor- 
tion ? — They  might  come  back  in  equal  proportions ; 
I  cannot  tell  you.  That  is  a  question  you  must  ask  of 
somebody  who  has  got  Indian  experience. 

3484.  Therefore,  a  certain  proportion  of  the  gold  in 
circulation  would  not  be  available.  The  gold  would  ■ 
not  be  available  to  anything  like  its  full  amount  in  a 
crisis,  and  you  -would  not  expect,  if  '  a  fifth  of  the 
circulation  was  gold  and  a  fifth  of  the  currency  came 
back  in  a  time  of  crisis,  that  very  much  of  that  fifth 
would  be  gold? — ^I  should  imagine  that  if  a  fifth  of 
the  currency  was  in  gold  and  four  ^fifths  were  in  silver,  , 
it  might  be  returned  a  fifth  gold  and  four-fifths 
silver.  I  should  say — but  I  do  not  know,  as  it  is  not 
a  thing  which  I  do  know — that  probably  gold  would 
come  back  quicker  than  silver,  but  that  I  cannot  tell 
you;  Gold  is  more  used,  I  imagine,  by  those  people 
who  are  European  managers,  and  so  on ;  but  I  really 
do  not  know,  and  it  is  not  a  question,  I  think,  that  I 
should  answer.  It  is  a  question  on  which  you  should 
ask  someone  who  has  a  knowledge  of  Indian  conditions, 

3485.  Tou  have  not  any  opinion,  therefore,  as  to  ' 
whether  in  Indian  conditions,  gold,  in  circulation  to 
the  sort  of  extent  I  have  suggested,  would  be  available, 
and  you  did  not  intend  to  be  expressing  an  opinion 
on  that  ? — I  only  expressed  the  general  opinion  that 
if  you  have  got  a  large  amount  of  gold  in  circulation 
and  bullion  is  required  for  export,  gold  is  a  better 
thing  to  export  than  silver,  which  has  got  to  be  melted 
down. 

3486.  With  a  large  amount  of  gold  in  circulation, 
you  say  ? — ;I  am  not  troubling  about  the  proportion  of 
the  amount  in  circulation. 

3487.  In  the  matter  of  the  note  issue,  I  understood 
that  you  are  nervous  about  increasing  the  note  issue 
lest  at  some  not  distant  date  a  large  number  of  the 
inhabitants  of  India  should  use  cheques  ? — I  am  not 
nervous  about  anything,  and  "nei-vous"-  is  not  quite - 
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the  correct  expression  to  use.  I  was  asked  my  opinion 
as  to  an  increase  of  the  fiduciary  issue,  and  I  gave  you 
the  point  that  if  cheques  are  largely  introduced  into 
ine  banking  system  in  India,  the  note  issue  would  not 
increase  in  future  years  as  rapidly  as  it  has  done  in  the 
last  20  years. 

3488.  Then  you  did  not  mean  to  be  expressing  an 
opinion  that  that  was  likely  to  happen  within  the 
lifetime  of  those  who  are  now  alive  ? — I  do  not  express 
any  opinion  on  Indian  matters,  because  I  can  only  give 
you  what  is  the  experience  here  in  London. 

3489.  The  Chairman  put  the  question  to  you  that 
if  cheques  had  not  been  developed  in  England  as  they 
have  been,  and  if  we  had  used  notes  as  they  do  in  some 
foreign  countries,  the  system  of  note  issue  by  the  Bank 
of  England  would  have  had  to  be  modified ;  I  under- 
stood you  to  say  no,  and  that  we  should  have  gone  on 
just  as  they  have  in  Prance  ? — Yes,  that  is  my  opinion. 

3490.  But  you  would  not  maintain  that  the  method 
of  regulating  the  note  issue  in  France  is  the  same  as 
that  in  this  country  ? — The  conditions  of  the  two 
countries  are  distinct,  but  the  method  of  regulating 
the  fiduciary  issue  of  notes  in  Prance  is  under  definite 
Acts  of  Parliament,  just  the  same  as  ours.  Of  course, 
the  two  Acts  of  Parliament  are  quite  distinct. 

3491.  And  their  provisions  are  of  quite  a  different 
kind .'' — That  is  so  ;  so  they  are  in  Germany. 

3492.  If  in  England  notes  were  to  be  used  on  a 
large  scale,  and  the  Act  were  not  altered,  we  should 
have  to  hold  gold  almost  up  to  the  full  amount  of  the 
notes  ? — You  have  to  hold  gold  to-day  for  every  note 
issued  above  18  millions  odd — I  can  give  you  the  exact 
figure  if  you  want  it. 

3493.  But  that  is  not  the  case  in  France  ? — That 
is  not  exactly  the  case  iu»Prance,  but  I  am  not  prepared 
to  give  the  Commission  any  information  on  that  without 
referring  as  to  what  the  exact  conditions  of  the  note 
issue  in  Prance  are. 

3494.  Is  there  any  note-issuing  country  in  the 
world  which  regulates  its  note  issue  on  the  same  system 
as  the  Bank  of  England  ? — I  think  not. 

3495.  So  tliat  there  is  some  experience  for  thinking 
that  in  a  note-issuing  country  some  different  system  is 
desirable  P — Of  coui'se,  I  think  ours  is  the  best ;  there- 
fore I  do  no  think  any  different  system  is  desirable. 

3496.  Do  you  think  that  the  business  of  the  world 
could  be  done  if  all  banks  adopted  the  Bank  of 
England  system  P — The  business  of  the  world  would 
be  done.  Whether  it  would  be  done  on  the  present 
scale  is  another  matter. 

3497.  Sir  Robert  Chalmers  asked  you  your  opinion 
as  to  holding  some  part  of  the  cover  for  the  note 
issue  in  bills.  Is  there  any  coimtry  in  JEurope  except 
England  which  does  not  use  bills  as  a  part  cover  of  its 
note  issue  ? — I  caimot  tell  yoii. 

3498.  You  do  not  know  of  any  country  which  does 
not  use  bills  ? — I  am  not  sufficiently  conversant  with 
the  conditions  of  all  the  countries  in  Eui'ope  to  be  able 
to  answer  that  question,  but  I  can  get  the  information 
if  you  want  it. 

3499.  You  objected  to  the  Secretary  of  State 
speaking  of  having  cash  at  short  notice.  Was  your 
objection  purely  to  the  terminology  P — It  was  merely 
to  the  terminology ;  that  is  all. 

3500.  Your  objection  was  purely  to  the  terminology, 
and  you  do  not  maintain  that  he  ought  not  to  have 
money  in  that  form  P — No,  the  objection  was  piu-ely 
to  the  terminology. 

3501.  So  long  as  the  money  market  is  solvent 
would  you  hold  that  money  at  short  notice  is,  from  the 
point  of  view  of  the  Secretary  of  State,  as  good  as 
cash  ? — I  do  not  think  you  put  the  question  quite 
correctly.  You  say  as  long  as  the  money  market  is 
solvent ;  you  mean  as  long  as  the  individual  members 
of  the  money  market  to  whom  the  India  Office  lends 
money  are  solvent. 

3502.  Yes,  that  is  so ;  as  long  as  they  are  solvent, 
then  the  money  at  short  notice  is  as  good  as  cash,  is  it 
not  ? — No,  certainly  not.  It  is  not  cash,  and  therefore 
it  is  not  as  good  as  cash ;  but  from  the  point  of  view 
of  investment  purposes  or  proper  security  it  is  just  as 
good  as  the  investment  in  the  security  itself. 


3503.  If  money  is  lent  for  four  weeks  and  the  man 
to  whom  it  is  lent  is  solvent,  then  at  the  end  of  the 
four  weeks  it  is  as  convenient  to  the  Secretary  of 
State  as  if  he  had  held  the  same  amoimt  in  sovereigns  ? 
— You  have  given  the  premise  that  the  gentleman  is 
solvent. 

3504.  Yes  ? — But  that  does  not  always  prove  to  be 
the  case. 

3505.  {Chairman.)  Even  then  the  Secretary  of  State 
has  to  wait  for  the  four  weeks  P — Yes.  I  made  that 
remark  because — yoii  can  get  it  in  the  India  Office,  and 
it  is  not  for  me  to  give  it  to  you — there  have  been,  I 
know,  within  recent  times,  two  failures  in  which  the 
India  Office  did  not  get  their  money  back. 

3506.  (Mr.  Keynes.)  I  was  wishing  only  to  arrive 
at  this  distinction — from  the  point  of  view  of  the  Bank 
of  England  and  the  market  as  a  whole,  they  would 
obviously  be  in  a  more  comfortable  position  if  the 
Seci-etary  of  State  had  real  cash  rather  than  money  at 
short  notice,  but  it  may  make  more  difference  fi-ora 
their  point  of  view  than  it  does  from  his  point  of  view  ? 
— That  is  all  dealt  with  by  the  amount,  whether  it  is 
to  be  five  millions  more  or  less  that  you  are  going  to 
hold  in  the  Gold  Standard  Besei-ve.  These  loans  at 
notice  are  minor  factors  in  the  situation. 

3507.  There  are  one  or  two  points  of  detail  arising 
out  of  some  evidence  we  have  had  before  us  that 
I  should  like  to  ask  you  about.  We  were  told  that 
only  such  securities  are  accepted  against  loans  as  are 
bearer  securities,  or  are  inscribed  at  the  Bank  of 
England,  and  that  the  reason  for  that  was  that  the 
authorities  of  the  Bank  of  England  had  no  means 
by  which  they  could  satisfy  themselves  that  the 
transfer  had  been  made  unless  it  was  a  security  of  that 
class.  Do  you  think  it  would  be  possible  to  have  a 
simpler  niachinei'y  so  that  stocks  inscribed  at  other . 
banks  could  be  taken  ? — No.  If  you  mean  as  far  as 
the  India  Office  is  concerned,  that  is  a  question  they 
must  answer  themselves,  not  I.  You  cannot  have 
simpler  machinery  for  the  stocks  inscribed  at  the  Bank 
than  we  have  got  now. 

3508.  That  is  not  the  question  I  was  asking.  We 
are  informed  that  the  cashier  to  the  Bank  of  England 
would  not  be  satisfied  that  the  transfer  had  been  made 
into  the  name  of  the  Secretary  of  State  unless  the 
stocks  were  inscribed  at  the  Bank — that  if  they  were 
inscribed  at  some  other  bank  he  could  not  satisfy 
himself  of  the  fact? — No,  he  could  not,  because  he 
vrould  have  no  means  or  knowing  that  the  transfer 
was  in  order.  At  the  Bank  of  England  he  can  go  over 
to  the  chief  accountant  and  satisfy  himself  that  the 
transfer  is  in  order,  but  at  any  other  bank  he  cannot 
do  it ;  he  cannot  walk  into  another  bank  and  ask  to 
see  the  books. 

3609.  {Chairman.)  As  a  matter  of  seciirity,  would 
you  consider  it  adequate  if  in  such  a  case  you  received 
from  the  bank  at  which  the  stock  was  inscribed  a 
certificate  that  it  had  been  transfen-ed  to  the  Secretary  ; 

of  State  ? — That  is  a  question  of  which  I  should  require 
notice.  It  may  be  a  very  technical  thing,  but  that 
I  could  not  tell  without  looking  into  it.  All  those 
questions  about  transfers  are  very  technical.  I  imagine  '' 
that  probably  the  Bank  of  England  would  accept  the 
euarantee  of  that  bank,  but  I  do  not  know  whether 
the  bank  would  guarantee  ;  however,  that  is  another 
matter. 

3510.  {Mr.  Keynes.)  There  are  two  other  points  of 
a  technical  character  which  1  should  like  to  raise,  at 
any  rate,  at  this  stage.  The  first  is  with  regai-d  to  the 
management  of  the  Rtipee  Debt.  We  were- told  that 
you  mamtained  a  sepai-ate  office  for  that  purpose  at 
the  Bank  of  England,  that  the  amount  of  the  debt  is 
now  much  less  than  it  used  to  be— about  «even  millions 
—and  that  the  oliarge  for  that  management  works  out 
at  much  more  than  l.OOOZ.  per  million.  What  are  the 
reasons  which  make.it  necessary  to  have  a  separate 
office  for  the  Rupee  Debt  as  opposed  to  the  other  debt  ? 
—That  is  a  question  on  which  I  should  be  willing  to 

get  you  the  answer,  but  I  cannot  answer  it  off-hand.  i 

3511.  The  Accountant- General  told  us  that  there         \ 
was  an  undertaking  by  which  the  India  Office  keeps  a    '     " 
mmimum  balance  of  half  a  miUion  at  the  Bank  of 
England,  and  that  they  in  fact  often  have  to  keep  a 
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good  bit  more  there,  and  cannot  lend  up  to  the  hilt, 
because  the  Bank  of  England  will  not  allow  them  to 
strike  their  balance  of  the  half  million  at  four  o'clock. 
They  have  made  application  to  the  Bank  of  England 
to  allow  them  to  do  that,  they  say,  but  the  Bank  of 
England  do  not  agree  to  it.  Can  you  explain  to  us 
the  reasons  for  that  ? — I  ask  for  notice  of  that  question. 
That  is  a  technical  matter  which  I  could  not  answer 
without  notice. 

3512.  {Lord  Kilbrachen.)  You  said,  and  1  can  quite 
confirm  you,  that  the  relations  between  the  Seci-etary 
of  State  in  Council  and  the  Bank  of  England  have  been, 
apart  from  some  recent  incidents,  altogether  cordial 
and  satisfactory  ? — Yes. 

3513.  Without  going  into  any  details,  we  may 
assume  certain  things  have  lately  been  done  by  the 
Secretary  of  State  in  Council  which,  from  the  point  of 
view  of  the  Bank  of  England,  were  not  altogether 
advisable  ? — Only  in  reference  to  one  matter. 

3514.  Do  you  consider  these  to  have  been  in  any 
degree  the  result  of  the  financial  methods  and  organisa- 
tion of  the  India  Oifice,  or,  as  we  are  none  of  us 
infallible,  were  they  simply  a  mistake  on  the  part  of 
those  who  happened  to  be  then  administering  the 
system  ? — I  think  it  was  a,  mistake  which,  my  own 
opinion  is,  ought  not  to  have  arisen. 

3515.  It  may  be  assumed  for  the  purposes  of 
argument  that  it  is  a  mistake." — It  has  got  nothing  to 
do  with  the  general,  what  I  may  call  broad  financial 
questions  of  the  India  Office. 

3516.  It  is  a  sort  of  mistake  which  is  a  result 
of  the  personal  equation,  and  might  occur  in  any 
conceivable  system  ? — I  think  so.  Of  course,  my  strong 
objection  to  that  matter  was  that  it  put  a  considerable 
strain  upon  the  confidential  relations  between  the  bank 
and  the  India  Office,  as  I  informed  the  Secretaiy  of 
State,  because  it  is  difficult  to  maintain  the  freedom  of 
confidential  relations  where  one  party  have  for  six 
months  been  interviewing  the  other  and  have  not  been 
frank,  by  keeping  something  up  their  sleeve  because 
for  reasons  of  their  own  they  wished  to  do  so.  It  was 
a  breach  in  the  confidential  relationship ;  but  it  has 
got  nothing  to  do  with  this  inquiry,  I  think. 

3517.  I  believe  that  no  similar  mistake  affecting 
the  relations  between  these  parties  had  occurred  for 
very  many  years  ? — I  do  not  think  it  had  ever  occurred 
before. 

3518.  Have  you  any  suggestions  to  make,  either  in 
consequence  of  this  or  apart  from  this,  for  the  improve- 
ment of  the  India  Office  methods  as  seen  fi-om  the 
point  of  view  of  the  Bank  of  England  ? — No,  I  do  not 
think  so.  I  should  think  it  is  a  kind  of  mistake  that 
is  not  likely  to  occvir  again  ;  I  hope  so. 

3519.  (Sir  Shapiorji  Brnacha.)  The  Gold  Standard 
Reserve  is  established  to  maintain  the  par  of  exchange 
at  Is.  4d. ;  should  not,  therefore,  the  safety  of  this  rate 
of  Is.  Ad.  be  made  as  absolute  as  possible,  so  that  at  no 
time  could  it  be  disturbed  ? — Undoubtedly. 

3520.  And  for  that  purpose  gold  is  much  safer  than 
securities  ? — Granted. 

3521.  In  1907-8,  although  there  was  a  partial 
famine,  the  Secretary  of  State  had  to  use  15.^  millions 
to  maintain  exchange.  The  Amei-ican  crisis  was  -in 
1907,  and  the  realisation  of  securities  was  in  1908, 
when  Consols  were  at  88  and  money  had  gone  to 
3  per  cent.  Supposing  they  had  had  to  realise  those 
securities,  not  in  1908,  but  during  the  great  American 
crisis  of  1907,  would  it  not  have  been  much  more 
difficult  P — I  think  I  told  the  Chairman  that  had  the 
financial  storm-centre  been  in  London,  those  securities 
might  not  have  been  realisable  at  all,  or,  if  at  all,  it 
would  have  been  at  a  great  sacrifice,  and  not  only 
would  there  have  been  that  great  sacrifice,  but  it  would 
have  had  a  most  prejudicial  effect  upon  the  financial 
world  all  round. 

3522.  It  would  have  disturbed  the  great  money 
mai-ket  ? — Yes. 

3523.  Suppose  there  were  a  great  war  in  which 
England  were  involved,  and  there  were  panics  in  the 
markets  of  the  world,  as  well  as  a  famine,  in  India,  and 
the  Secretary  of  State  wanted  money,  if  you  had 
bankers'    bills   would    not  that   be   creating    a   little 
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distui-bance  in  the  money  market? — I   do  not  quite 
know  what  you  mean  by  bankers'  bills. 

3524.  I  am  thinking  of  the  Secretaiy  of  State 
having  liquid  money  which  is  not  in  gold  but  in  short- 
dated  bills,  or  bankers'  bills,  or  whatever  they  may  be 
called.  I  think  you  mentioned  in  reply  to  the  Chairman 
that  the  Secretary  of  State  has  1,700,000^.  in  short- 
dated  bankers'  securities  ? — In  the  Gold  Standard 
Reserve  they  have  got  1,730,0002. 

3525.  That  is  not  really  gold,  is  it  ?  It  is  bankers' 
securities  ? — No,  that  is  actual  gold. 

3526.  Even  if  you  have  money  at  call,  then  the 
calling-up  of  that  money  at  such  times  would  create  a 
soi-t  of  fear  in  the  money  market,  would  it  not  ? — 
Undoubtedly. 

3527.  But  if  you  had  gold  to  give  out,  that  would 
help  the  market? — Yes.  Taking  difficult  times,  if 
India  has  to  draw,  and  has  to  pay  for  those  bills  in 
gold,  that  undoubtedly  would  be  an  advantage  to 
London  if  India  has  got  to  give  out  that  gold  against 
its  drawings.  But  the  Gold  Standard  Reserve  and  the 
question  of  the  India  Office  balances  are  two  totally 
distinct  things. 

3528.  I  am  not  talking  of  balances  ;  I  am  only 
talking  of  the  Gold  Standard  Resei-ve,  which  could  not 
be  used  for  any  other  purpose  than  the  maintenance 
of  exchange  at  the  par  of  Is.  Ad.  India  has  a  gi-eater 
power  of  absorbing  gold  than  many  other  countries, 
owing  to  the  excess  of  exports  over  imports.  She  has 
taken  about  27  millions  this  year,  and  she  took  about 
23  or  24  millions  last  year,  and  about  18  millions  the 
year  before,  and  I  do  not  think  any  country  has  taken 
so  much  gold  on  balance  during  the  last  three  years  ? 
— Yes,  but  is  it  not  probable  that  Indian  imports  of 
commodities  will  increase  ? 

3529.  I  am  talking  of  the  present  situation? — I 
understand  ;  but  if  you  want  to  found  an  argument  on 
it  you  have  got  to  look  at  the  probabilities. 

3530.  If  India  were  allowed  to  accumulate  gold  in 
the  Gold  Standai-d  Reserve  to  the  extent  of  25  millions 
or  35  millions  in  solid  gold,  wordd  that'  not  be  very 
helpful  to  the  Empire  at  a  time  when  we  had  a  war,  a 
financial  crisis,  and  a  famine  all  coming  together  ? — ■ 
T  quite  agree  it  would  be  helpful  to  have  more  gold, 
and  the  original  idea  of  the  Gold  Standard  Reserve 
was  that  the  whole  of  it  should  be  in  gold. 

3531.  Would  it  not  also  obviate  the  difficulty  of 
going  to  a  foreign  bank  to  bon-ow  three  or  four  or  five 
milhons  if  the  Secretary  of  State  had  those  millions  in 
solid  gold  which  he  could  supply  on  the  credit  of  India 
at  the  Bank  of  England  ? — It  might  or  it  might  not. 
Do  you  mean^to  say  that  the  Bank  could  bon-ow  from 
the  Indian  Government? 

3532.  Yes? — I  should  not  like  to  alter  our  system 
in  this  countiy. 

3533.  I  am  talking  of  the  time  when  the  standard 
gold  reserve  balances  of  India  are  in  Uquid  gold  and 
perhaps  the  Bank  of  England  may  have  to  stop  pay- 
ment in  gold.  Would  it  not  be  very  useful  then  that 
that  gold  should  come  in  for  use  ?  Remember  the 
Secretary  of  State  is  master  of  the  Indian  finances, 
and  the  Government  of  England  is  the  master  of  the 
Secretary  of  State  ? — Yes,  but  I  do  not  want  the 
London  money  market  or  the  Bank  of  Ejigland  to  be 
in  any  way  influenced  by  the  fact  that  it  has  got  a  lot 
of  earmarked  gold. 

3534.  It  is  earmarked  in  a  way  for  the  maintenance 
of  exchange  ? — That  is  so.  I  do  not  oppose  in  any 
way  the  Gold  Standard  Reserve  beiug  invested  in  gold 
solely,  but  I  quite  understand  that  the  Indian  Govern- 
ment wish  to  make  some  profit  out  of-it,  and  that  you 
only  want  to  accumulate  gold  sufficient  for  practical 
purposes.  The  Indian  Government  have  at  last 
realised  that  they  ought  to  hold  some  gold,  but  they 
had  not  done  so  up  to  last  year. 

3535.  A  large  amount  of  solid  gold  would  save  us, 
or  put  us  into  a  position  of  absolute  security  for  the 
maintenance  of  exchange  in  the  worst  of  times,  even 
when  we  had  war,  famine,  and  panics  all  coming 
together  ? — To  the  extent  that  it  is  such  a  sum  as  is 
more  than  India  requires  in  any  one  year. 

3536.  You  have  been  talking  of  a  State  bank,  and 
I  understood  you  to  say  that  the  Bank  of  Fi-ance  does 
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business  efficiently,  but  it  is  a  small  place  to  which  it 
is  attached ;  so  does  the  Bank  of  England  do  its  duty 
efficiently,  because  it  is  a  small  place  to  which  it  is 
attached.  Suppose  the  Bank  of  England  or  the  Bank 
of  Pi-ance  were  given  the  duty  of  doing  the  work  which 
the  Bank  of  Germany  does,  the  Bank  of  Italy  does,  the 
Bank  of  Russia  does,  and  the  Banks  of  Norway, 
Sweden,  and  Belgium  do;  would  you  say  that  the 
Bank  of  England  solely  or  the  Bank  of  France  solely 
could  do  that  vast  business  as  efficiently  as  they  now 
do  it  for  England  or  Fi-ance,  as  the  case  may  be  ? — I 
am  afraid  I  do  not  quite  foUow  the  question. 

3537.  I  mean  to  say,  if  the  Bank  of  England  wei-e 
the  Bank  of  Eu.rope,  and  had  to  do  all  the  business  of 
the  Bank  of  France,  the  Bank  of  Italy,  the  Bank  of 
Gei-many,  and  aU  the  banks  of  other  countries,  do  you 
think  it  could  be  so  easily  performed  as  it  is  now 
performed  for  this  country  alone .";— That  is  a  hypo- 
thetical question  which  it  is  practically  impossible  to 
answer. 

3538.  (Chairman.)  I  think  what  Sir  Shapurji  is 
sxiggesting  is  the  difCerenoe  between  the  area  covered 
by  India  and  the  area  covered  by  England.  It  is 
possible  for  one  bank  to  do  the  work  of  the  Bank  of 
England  in  England  because  England  is  a  country  and 
not  a  continent,  but  it  would  not  be  possible  for  one 
bank  to  do  the  same  work  over  a  whole  continent  ? — I 
do  not  think  it  is  possible,  so  to  speak,  in  the  same 
way,  but  I  should  not  like  to  state  that  it  could  not 
manage  cuiTency  matters. 

3539.  (Sir  Shapv/rji  Broacha.)  I  am  talking  of  the 
whole  business,  currency,  financing,  lending  money  to 
industry  and  commerce,  all  the  vast  business  that  the 
Bank  of  France  does  now,  even  to  discounting 
500-franc  bills,  or  125-fi-anc  biUs,  or  even  o-frarc  bills. 
If  she  were  given  the  management  of  the  whole  of 
Europe,  would  she  be  able  to  manage  that  work  as 
efficiently  as  she  manages  the  work  now  for  France 
alone  ? — I  should  think  not. 

3540.  I  ask  you  because  there  is  more  similarity 
between  the  people  of  this  country  and  the  people  of 
Italy  and  the  people  of  Germany  than  there  is  between 
the  banking  classes  in  India ;  and  India,  I  say,  is  as 
large  as  Europe  ? — Tom-  inference  is ? 

3541.  That  it  would  be  too  large  a  business  ? — That 
a  State  bank  or  a  central  bank  in  India  could  not  do  it 
efficiently. 

3542.  That  is  so  ? — ^I  carefully  avoided  giving  a 
pronounced  opinion,  because  I  said  I  had  no  practical 
knowledge  of  the  conditions  iu  India. 

3543.  There  are  now  in  the  Bank  of  England,  as  I 
see  by  to-day's  news,  18  millions  belonging  to  the 
Government,  the  municipalities,  and  other  classes,  all 
under  the  control  of  the  Government;  if,  instead  of 
the  Bank  of  England  holding  18  millions  of  Government 
balances,  the  Government  were  to  put  them  into  vaults 
at  Whitehall,  would  not  the  public  complain  that  they 
were  being  deprived  of  the  use  of  the  money.' — 
Undoubtedly.  The  fundamental  theoiy  in  this  countiy 
is  that  money  collected  by  taxation  immediately  goes 
back  to  the  use  of  the  country. 

3544.  If  the  Government  of  India  had  25  crores  or 
18  millions. or  17  millions  sterling  in  the  Treasury 
vaults,  and  did  not  lend  that  money  out — that  is,  if  all 
that  money  were  swept  in  and  not  given  out,  would  not 
that  make  the  money  market  more  difficult.'' — That 
is  an  Indian  question,  is  it  not .'' 

3545.  I  am  putting  it  in  the  general  way  of  the 
world  ? — In  the  genei-al  way  of  the  v/orld,  yes. 

3546.  Then  is  it  not  the  fault  of  the  Government 
that  the  money  markets  are  dear.at  one  time  and  cheap 
at  other  times?  We  were  told  yesterday  that  you 
cannot  lend  money  to-day  ia  India  at  2  per  cent,  on 
Government  paper,  and  yet  sometimes  it  rises  to  8  per 
cent.  If  that  money  were  locked  up  within  the  walls 
of  Government  buildings,  then  in  the  case  of  the 
money  market  in  India  becoming  dear,  should  the 
Government  be  blamed  for  it  or  not? — I  have  no 
opinion  to  give  because  I  do  not  know  what  happens. 

3547.  I  suppose  you  have  no  idea,  if  there  were  a 
State  bank  or  a  central  bank  established  in  India,  where 
it  should  be  placed  ? — No. 


3548.  You  have  told  us  that  Indian  money  here,  as 
it  is  not  of  a  permanent  character,  is  not  very  helpful. 
At  present  I  think  you  said  there  are  11  millions  of  the 
Secretary  of  State's' money  on  loan  in  London? — It 
may  be  more.  I  am  only  telling  you  what  has  been 
lent  at  the  present  moment  by  the  Government 
broker. 

3549.  But  that  cannot  be  compared  to  Japanese 
money,  because  the  Indian  money  is  boimd  to  be  spent 
in  this  countiy  sooner  or  later.  Japan  might  call  up 
her  money,  and  Russia  might  call  up  her  money,  but 
the  Indian  money  must  be  used  here  solely.  It 
gi'aduaUy  goes  out  just  like  a  banker  s  or  a  merchant's 
fund  for  goods,  or  something  like  that ;  so  it  is  not  the 
same  kind  of  money  that  the  Japanese  money  is,  which 
would  disturb  the  market  when  it  is  suddenly  taken 
away  in  large  bulk  ? — That  may  or  may  not  be  so.  If 
the  money  is  wanted  iu  India  I  imagine  it  would  be 
sent  to  India. 

3550.  No ;  it  is  not  money  which  can  be  in  any 
way  dangerous  to  the  London  market,  because  it  is 
London's  money  in  one  respect — at  any  rate,  it  cannot 
be  as  dangerous  as  Japanese  money  or  Russian 
money  ? — I  think  that  is  tme.  The  control  of  the 
money  after  all  is  in  this  country. 

3551.  I  think  Indian  ci-edit  has  gone  down  in  this 
country  in  the  last  two  years  about  10  per  cent.,  and  the 
3J  per  cent.  Sterling  Rupee  Loan  I  see  is  now  about 
8(>i  or  86i  ? — Those  are  figures  which  can  be  veiy 
easily  worked  out. 

3552.  I  think  the  present  is  a  time  when  you 
cannot  bon-ow  much  money  for  India  if  you  want  large 
amounts  of  a  sudden,  as  at  one  time  the  Secretary  of 
State  could  have  done  ? — My  own  opinion  is  that  the 
feeling  about  Indian  loans,  and  so  on,  is  that  they  are 
a  little  bit  too  much  under  Government  control.  If 
there  were  bigger  facilities  given  for  private  enterprise 
in  India,  India  would  probably  get  money  more  readily. 
I  am  only  givmg  you  what  I  call  the  current  opinion; 
1  have  no  opinion  to  offer  myself. 

3553.  If  loans  were  limited  to  a  fixed  period  I  do 
not  think  the  same  difficulties  as  I  have  pointed  out  to 
you  would  obtain  ? — That  is  what  I  have  said. 

3554.  (Sir  James  Beghie.)  Speaking  about  the  Gold 
Standard  Reserve,  I  understood  you  to  say  that  you 
think  it  should  be  held  in  London,  because,  if  not  held 
in  London,  gold  would  have  to  be  remitted,  home  to  be 
drawn  upon  from  India  ?— That  is  in  the  case  in  which 
the  Gold  Standai-d  Resei-ve  has  got  to  te  used  for  the 
maintenance  of  exchange. 

3555.  But  there  is  no  reason  why  a  draft  should  be 
drawn  in  India  on  London  to  maintain  exchange ;  it 
would  be  the  same  thing  if  gold  is  kept  in  India  and 
issued  in  India,  would  it  not  ?— I  do  not  think  it  would 
have  the  same  effect  on  exchange  if  the  gold  were  held 
in  India  and  issued  in  India. 

3556.  Not  if  it  were  issued  in  India  for  export  ?— 
For  export,  yes.  As  I  have  said,  the  reason  for 
holdmg  the  gold  here  is  that  drafts  presumably  will 
be  drawn  on  London,  and  therefore  that  export  of  which 
you  speak  simply  means  that  the  gold  will  have  to 
come  to  London.  I  do  not  think,  for  instance,  that 
In'dia  could  draw  and  seU  bills  on  Australia.  I  am 
looking  at  it  from  the  practical  point  of  view  When 
you  seU  bills  in  Calcutta  I  think  they  are  drawn  on 
London,  and  while  London  retains  its  position  as  the 
fanancial  clearmg  house  of  the  world,  bills  will  be 
drawn  naturally  on  London.  Therefore,  if,  for  the 
puijoses  of  mamtaining  exchange,  that  gold  has  got 
to  be  used,  the  gold  will  have  to  go  to  the  place  on 
which  the  bills  are  drawn. 

3557.  If  biUs  are  drawn  ?— Where  you  maintain 
exchange  it  wiU  be  by  drawing  biUs. 

3  J -58.  The  usual  method  is  to  use  gold  for  inter- 
national balances,  is  it  not?— The  usual  method  is, 
when  exchange  gets  up  to  a  pomt  at  which  it  is 
cheaper  to  ship  gold,  that  gold  will  go.  The  question 
IS  one  simply  of  freight  and  insurance,  and  when  the 
exchange  rises  to  a  point  at  which  there  is  a  margin 
above  the  cost  of  freight  and  insurance,  gold  will  go 

3559  Now  I  want  to  ask  you  one  question  with 
regard  to  the  silver  purchases  of  last  year.     We  have 
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had  it  stated  in  evinJence  that  the  silver  piu-chuses  last 
year,  totalling  over  seven  millions,  were  eJEected 
from  the  India  Office  balances,  which  may  have  been 
replenished  from  the  proceeds  of  the  Council  bills 
sales,  although  the  Secretary  of  State  had  the  option 
of  using  the  part  of  the  Indian  Resei-ves  which  is  in 
sovereigns.  The  question  I  want  to  ask  is  this : 
Would  it.have  made  any  difference  to  the  London 
market  if  the  purchases  last  year  had  been  earned  out 
by  the  use  of  sovereigns  taken  from  the  Indian.  Reserves 
rather  than  by  money  taken  from  the  India  Office 
balances  !■ — The  ultimate  result  would  have  been  much 
the  same.  Do  you  mean  to  say  that  if  they  had  paid 
out  two  millions  of  gold,  for  instance,  and  they  had 
not  sold  the  Council  bills,  the  Indian  banks  would 
have  taken  that  two  millions  and  sent  them  to  India ; 
is  that  what  you  mean  ? 

3560.  No,  I  am  talking  about  the  way  the  silver 
was  financed.  It  was  financed,  I  understand,  by  pay- 
ments from  the  India  Office  balances,  whereas  the 
actual  gold  reserves  might  have  been  used  for  the 
pui-pose  ?  —  Ai'e  you  refen-iug  now  to  the  Paper 
Currency  Reserve  ? 

3561.  Tea  ;  would  it  have  made  any  difference  to  the 
London  market  if  the  actual  gold  had  been  used  ? — I 
cannot  tell  you.  It  depends  upon  the  time  of  the  year 
at  which  it  was  let  out — whether  the  gold  was  wanted 
here  or  not.  All  shipments  of  gold  here,  I  mean  all 
increases  of  gold  at  the  Bank  of  England — merely  put 
the  rate  of  discount  down.  It  depends  a  good  deal 
upon  the  time  of  the  year  that  gold  comes  in  as  to 
the  effect  it  has  upon  the  money  market. 

3562.  The  purchases  took  place  over  about  six 
months,  I  think,  of  last  year,  so  that  the  payments 
would  have  been  spread  over,  say,  June  to  October,  or 
November.  Would  not  the  London  money  market 
have  been  bettered  by  the  receipt  of  actual  gold  rather 
than  having  to  pay  out  the  money  from  the  balances 
of  the  India  Office  ? — ^Are  you  dealing  with  five  or  six 
millions  ? 

3563.  It  came  to  seven  millions  altogether,  I 
believe  ? — ^Do  you  mean  that  they  had  five  millions, 
say,  of  the  Paper  Currency  Reserve,  and  the  question 
is  whether  they  should  have  paid  out  that  gold  instead 
of  paying  for  it  by  Council  drafts  ? 

3564.  Tes  ? — Five  millions  of  gold  taken  into  the 
London  market  would  be  exactly  the  same  as  having 
an  extra  five  millions  shipped  from  South  Africa. 
That  of  course  tends  to  keep  the  rate  of  money  down. 
But  what  the  practical  result  would  have  been,  3  do  not 
think  anybody  could  definitely  say. 

3565.  {Mr.  Gillan.)  I  should  like  to  ask  you  one 
question  about  this  matter  of  the  gold  mint.  Ton 
said  that  if  a  gold  mint  were  to  be  established  in  India 
you  would  prefer  that  sovereigns  should  be  coined  ? — I 
gave  you  that  as  my  own  personal  preference. 

3566.  I  qtiite  understand  that  preference,  and  I 
merely  wish  to  ask  if  there  is  any  very  substantial 
drawback  in  your  opinion  in  a  smaller  coin,  say  a 
10-rupee  Indian  coin,  being  minted  ? — Personally  I 
know  of  none.  My  reason  for  saying  that  I  personally 
prefer  the  sovereign  is  that  the  sovereign  is  used 
practically  throughout  the  British  Empire,  and  so  long 
as  the  Indian  Empire  remains  a  portion  of  the  British 
Empire,  I  think  it  is  a  very  desirable  thing  we 
should  have  one  gold  standard  and  not  a  considerable 
number. 

3567.  Why  I  asked  you  this  pai-ticuliu-ly  was  that 
we  have  been  told  sometimes  that  a  special  Indian  coin 
would,  perhaps^  go  to  a  discoimt  or  would  be  of  very 
little  use  in  foreign  exchanges,  and  so  forth.? — I  do 
not  think,  as  far  as  this  country  is  concerned,  it  would 
make  any  difference  what  it  was,  because  gold  is  not 
taken  at  its  face  value  in  international  markets  ;  it  is 
simply  taken  by  weight,  and  it  does  not  make  any 
difference  to  the  weight  of  the  gold  whether  it  is  a 
sovereign  or  whether  it  is  a  mohur. 

3568.  {Chairman.)  It  is  sold  by  weight  and  fineness? 
— By  weight  and  fineness  solely. 

3569.  {Mr.  Gillan.)  That  is  why  I  asked  you  for 
yom-  opinion  ?— People  always  think  because  a  million 


sovereigns  have  been  shipped  that  they  are  taken  as 
a  million  sterling,  but  that  is  not  the  case  at  aU.  If 
you  go  to  the  bank  for  lOOZ.  they  wUl  not  count  it  out 
to  you  ;  they  will  simply  weigh  it  out. 

3570.  With  regard  to  the  Gold  Standard  Reserve, 
you  said,  in  answer  to  the  Chan-man,  that  the  G-ovem- 
ment  of  India  had  recently  recognised  the  necessity 
of  keeping  some  part  of  its  reserve  in  liquid  gold,  and 
you  thought  the  figure  which  they  had  in  view,  about 
five  mUlions,  was  insufficient  ? — It  is  insufficient  com- 
pared with  the  possible  requirements. 

3571.  Witn  regard  to  that  point,  I  want  to  put  to 
you  a  part  of  the  correspondence  on  this  subject.  It 
may  appear  repitition,  but  I  put  it  to  you  because 
so  much  importance  has  been  attached  to  what  .was 
said  that  I  should  like  to  have  your  opinion.  The 
Government  of  India  suggested  to  the  Secretary  of 
State  that  a  substantial  portion  of  the  reserve  should 
be  held  in  gold  P^What  paper  is  this  in  ? 

3572.  I  am  quoting  this  from  the  coiTCspondence 
between  the  Secretary  of  State  and  the  Government  of 
India.  It  says  (see  Appendix  V.,  despatch  of  Secretary 
of  State,  No.  82,  dated  2nd  July  1909,  paragraph  8, 
&o.,  pp.  178-9)  : — "  (8)  Toui-  second  proposal  is  that  a 
"  substantial  portion  of  the  reserve  shall  be  held  in 
"  gold.  (9)  The  object  of  this  proposal  is  to  ensure 
"  that  the  reserve  shall  be  readily  available  whenever 
■'  required,  even  though  the  necessity  should  arise  at  a 
"  time  of  general  financial  difficulty  in  London.  There 
"  can,  of  course,  be  no  possible  doubt  as  to  the 
"  importance  of  this  object;  but  I  am  not  satisfied 
"  that  the  adoption  of  your  proposal,  in  substitution 
"  for  the  present  method  of  dealing  with  the  reserve, 
"  is  required  for  its  attainment.  As  a  matter  of  fact, 
"  I  have  carefully  and  constantly  kept  the  same  object 
"  in  view  whenever  I  have  had  to  decide  as  to  the 
"  disposal  of  profits  on  coinage  or  of  sums  accruing  to 
'■  the  reserve  by  way  of  interest.  The  plan  which  I 
"  have  followed  has  been  as  follows : — (1)  To  hold  a 
"  considerable  portion  of  the  reserve  in  the  form  of 
"  high-class  securities  with  a  near  date  of  redemption, 
"  because  cash  can  always  be  obtained  at  the  shortest 
"  notice,  by  sale  or  loan,  for  such  securities  in  the 
■'  event  of  their  realisation  before  maturity  becoming 
■'  necessai-y.  (2)  To  hold  in  addition  such  an  amount 
"  of  stoclii  yielding  a  higher  rate  of  interest  (namely, 
"  Consols)  as  I  can  count  on  being  able  to  sell  in  time 
"to  meet  all  requirements  that  should  be  met  from 
"  the  reseiwe."  The  Secretaiy  of  State  adds,  "  As  my 
"  object  has  been  precisely  the  same  as  that  to  which 
"  your  proposal  is  directed,  the  chief  practical  question 
"  that  can  be  raised  (apart  from  those  to  be  dealt  with 
"  in  paragraph  10  below)  is  whethar  I  have  succeeded 
"  in  attaining  it.  I  venture  to  think  that  the  expe- 
"  rience  of  1908  shows  that  the  answer  to  this  question 
"  is  in  the  affii-mative."  Then,  at  the  end  of  that 
paragi-aph,  he  says,  "I  recognise,  of  course,  that  in 
'■  times  of  prolonged  depression  of  Indian  trade, 
"  especially  if  accompanied  by  other  adverse  condi- 
"  tions,  the  realisation  of  securities  to  the  amount 
"  required  to  support  exchange  would  require  care; 
"  but  the  operation  ought  not  to  be  beyond  the  capacity 
'•  of  the  Secretary  of  State  in  Council  and  his  advisers, 
"  and  I  accept  the  responsibility  for  cai-rying  it  out  on 
"  occasion  arising."  With  regard  to  that  experience 
of  1908  on  which  the  Secretary  of  State  was  then 
building,  I  understand  your  opinion  is  that  matters 
were  much  easier  for  him  because  the  storm-centre 
was  in  America  and  not  in  London  ? — Undoubtedly. 

3573.  Perhaps  to  that  extent  it  would  be  advisable 
to  modify  any  judgment  that  is  drawn  from  the  expe- 
rience of  1908  .''  Ton  see  he  is  building  on  that,  for 
he  says,  "  I  venture  to  think  that  the  experience  of 
"  1908  shows  that  the  answer  to  this  question  is  in 
"  the  affirmative  "  ? — He  means  to  say  that  they  can 
be  sold,  does  he  ? 

3574.  That  he  succeeded  in  doing  it  in  1908  ? — ^I 
give  you  the  answer,  which  is  a  very  definite  one,  that 
if  jQV,  have  India  in  the  position  where  it  is  necessary 
for  her  to  sell  large  blocks  of  sterling  securities  in 
London,  the  suggestion  is  a  dangerous  one.  Therefore — 
I  have  not  seen  this  letter  before — I  should  not  endorse 
this  recommendation  of  Lord  Morley's.    You  see  he 
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says  that  he  accepts  the  responsibility  for  carrying  it 
out  on  occasion  arising.  The  occasion,  of  course,  may 
never  arise.  The  occasion  which  I  have  got  in  view  is 
the  simultaneous  existence  of  two  conditions — one  is  a 
financial  difficulty  in  London,  and  the  other  is  famine 
or  di'ought  in  India.  Those  two  conditions  may  never 
arise  simultaneously,  but  the  occasion  may  arise,  and 
when  you  are  considering  what  it  is  desirable  to 
formulate  as  what  I  may  call  the  fundamentals  of  the 
financial  policy  of  a  great  empire  like  India,  you 
should  not  shut  your  eyes  to  a  possibility. 


3575.  In  fact,  on  occasion,  the  responsibility  which 
this  despatch  accepted  might  prove  to  be  too  heavy  ?— 
It  might  be  found  that  it  was  based  upon 

3576.  (Chairman.)  A  miscalculation  y— Yes.  I  hope 
the  Commission  quite  understand  that  any  information 
we  can  give  you  from  the  Bank,  like  replies  to  those 
rather  technical  questions  that  Mr.  Keynes  put  to  me, 
I  shall  be  most  happy  to  have  drawn  up  and  sent  to 
you,  or  to  the  member  who  wishes  to  have  it. 

(Chairman.)  Thank  you,  we  are  very  much  obliged 
to  you. 


The  witness  withdrew. 


Mr.  Haeet  Maeshall  Ross  called  and  examined. 


3577.  [Sir  Robert  Chalmers.)  Do  you  come  here  to- 
day to  represent  the  Bengal  Chamber  of  Commerce  ? 
— Not  exactly.  I  come  here  by  the  suggestion  and 
invitation  of  the  Bengal  Chamber  of  Commerce,  but 
they  courteously  permit  me  freedom  where  my  views  do 
not  entii'ely  coincide  with  theirs. 

3578.  Would  you  be  so  good  as  to  state  to  the 
Commission  what  your  experience  has  mainly  been 
in  connection  with  this  question  ?  — I  was  a  Calcutta 
export  merchant.  I  was  engaged  in  the  expoi't  trade 
for  23  years,  comprising  a  period  of  11  to  12  years 
previous  and  a  similar  period  subsequent  to  the  mint 
closure.  I  was  chairman  for  five  years  of  the  Jute 
Association  of  Calcutta,  and  chairman  of  the  Wheat 
Association  for  a  shoi-ter  period.  I  was  also  honorary 
secretary  of  the  Currency  Association,  which  agitated 
for  the  closure  of  the  mints,  under  the  presidency  of 
the  present  Lord  Inchcape. 

3579.  In  that  latter  capacity  you  have  had  a  lai-ge 
experience  of  an  intimate  character  in  connection  with 
oui-  subject  ? — I  have. 

3580.  You  have  been  so  good  as  to  submit  to  the 
Commission  a  statement  of  the  evidence  that  you 
propose  to  give,*  and  I  will  take  you  through  that  to 
some  extent.  Beginning  with  the  cash  balances,  you 
do  not  raise  any  objection,  I  gather,  to  the  plan  by 
which  the  Secretary  of  State  gets  his  money  across 
from  India  ? — I  raise  no  objection  to  that. 

3581.  Have  you  anything  to  say  as  to  the  total  of 
the  cash  balances,  joining  those  kept  in  India  and 
those  kept  in  London ;  first,  as  to  their  magnitude,  is 
the  total  too  large,  in  your  opinion  ? — During  recent 
years,  it  distinctly  appears  to  have  been  unnecessarily 
large. 

3582.  How  did  the  combined  balances  i-ise  to  so 
large  an  amount  ? — Partly  through  the  surpluses  of 
revenue,  and  partly  of  course  by  means  of  loans. 

3583.  As  to  the  sui-pluses  of  revenue,  have  you  got 
any  remarks  to  make  in  elucidation  of  your  view  that 
they  are  too  large  ? — My  view  is  that  the  budget 
estimates  of  recent  years  have  been  unnecessarily 
pessimistic,  and  I  support  that  view  by  reference  to 
the  memorandum  on  the  India  Office  balances,  Cd.  6619. 
The  seven  years  comprised  in  that  publication,  ending 
with  1911-2,  show  that  in  only  three  years  was  a  surplus 
budgeted  for,  a  deficit  being  budgeted  for  in  four  years, 
and  that  while  the  deficits  were  fau-ly  substantial  the 
surpluses  were  paltry — 331,400?.,  46,400Z,  and  34,0002. 
The  results  of  those  seven  years  show,  on  the  other 
hand,  a  net  surplus  of  between  10  millions  and 
11  millions  sterling.  Looked  at  from  the  point  of 
view  of  the  seven  years,  as  set  forth  in  those  figures, 
it  seems  to  me  that  there  has  been  persistent  imder- 
estimating,  not  necessarily  intentional,  but  that  has 
been  the  tendency. 

3584.  That  is  a  stricture  on  the  biidget  estimates 
to  the  extent  to  which  the  balances  arose  from  the 
surplus  revenues  ?  —  Yes,  which  necessitated,  appa- 
rently, taxation  which  the  event  has  proved  to  have 
been  unnecessary. 

3585.  I  will  come  back  to  that  as  a  last  point. 
The  balance  is  made  up  not  solely  by  surplus  revenue 
brought  across  from  India  to  this  country,  but  also 
there  have  been  capital  sums  raised  by  issues  of  loans, 
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and   that   is   a   further    department  creating  a   Large 
balance  ? — Yes,  certainly. 

3586.  Given  the  money  in  India,  do  I  take  it  your 
view  is  that  the  Secretary  of  State  is  right  in  selling 
Coimcil  bills  freely,  with  a  view  to  releasing  rupees  in 
India,  and  preventing  accumulation  in  the  hands  of 
the  Government  of  India  ? — Unquestionably. 

3587.  That  tends,  in  your  judgment,  to  prevent 
the  detriment  of  the  money  market  in  India  ? — It 
restores  to  circulation  the  cuaxency  abstracted  from  it. 

3588.  Would  you  like  to  say  anything  further  as  to 
the  retention  of  large  balances  for  long  periods,  and 
have  you  any  suggestion  to  make  as  to  the  use  of  any 
surplus  in  the  reduction  of  debt  ? — I  think  that  sur- 
pluses in  the  Indian  budget  should  be  treated  as  they 
are  supposed  to  be  treated  in  the  English  budget — as 
a  sinking  fund  for  the  reduction  of  debt,  primaidly 
floating  debt,  and  in  case  of  absolute  need  by  the 
pui'chase  of  stock,  exactly  as  the  English  Government 
would  pui-chase  Consols. 

3589.  You  are  referring  to  the  old  sinking  fund  in 
this  country  and  di-awing  your  argument  from  that 
analogy  ? — Yes. 

3590.  Is  there  this  difference :  that  debt  is  paid  off 
in  this  country  on  balance,  whereas  in  India  the  position 
is  rather  different,  is  it  not,  as  India  has  a  Govei-nment 
that  is  always  boiTowing  ? — I  agi'ee. 

3591.  So  far  as  surplus  revenue  is  brought  across 
from  India  to  London  and  is  not  used  for  the  specific 
pui-pose  of  paying  off  debt,  it  is  yet  used,  is  it  not,  for 
the  same  purpose  if  it  ensures  the  diminution  of  new 
debt  ? — Certainly.  In  the  case  of  India,  might  I  cite 
an  example  ?  I  think  that  Sii-  James  Westland  applied 
his  heavy  surpluses  after  the  mint  closin-e,  due  to  the 
holding  up  of  Council  bills,  to  two  purposes — one  to 
railway  constrvxction  and  the  other,  I  think,  to  the 
avoidance  for  two  years  of  mpee  loans.  That  would 
be  similar  to  paying  off  debt. 

3592.  You  are  aware  that  in  this  country  the  sur- 
pluses have  been  used  to  prevent  new  borrowing,  and 
to  that  extent  there  would  be  an  analogy  ? — Yes. 

3593.  If  you  were  to  use  the  surpluses  exclusively 
on,  perhaps,  pedantic  lines  for  the  reduction  of  the 
existing  debt,  it  would  mean  that  you  would  have  to 
issue  new  stock — pay  off  with  one  hand  and  raise  new 
debt  with  the  other  hand  i--— That  would  be  inad- 
visable provided  the  new  stock  were  shortly  to  be 
raised,  but  if  there  was  a  probability  of  the  stock  not 
being  required  for  two  or  three  years,  then  there  is  a 
different  aspect  to  the  question. 

3594.  It  would  be  a  question  of  time  ? — Yes. 

3595.  Leaving  out  of  account  the  question  of  time 
and  assuming  the  money  to  be  here,  what  use  would 
you  make  of  the  money  in  London  pending  the  time 
which  we  have  assumed  to  be  near  at  hand  for  meeting 
expenditure  ?  Have  you  got  any  objection  to  the  prac"- 
tioe  of  lending  money  out  m  the  money  mai-ket.''— 
No  better  use  could  be  made  of  it. 

3596.  Coming  to  the  collection  of  revenue,  the  old 
doctrine  used  to  be  that  it  was  advisable  to  leave 
money  in  the  pockets  of  the  lieges  to  f ractify  ;  you 
know  that  doctrine,  of  com-se  ? — Yes. 

3597.  Is  there  any  particular  difference  between 
the  position  of  India  and  that  of  this  country  in  this 
respect,  that  taxation  is  levied  to  a  great  extent  at  one 
particular  season  of  the  year,  and  so  tends  to  enforce 
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a  greater  pressure  «on  money  markets  ?— That  was  the 
case  in  my  time. 

;!598.  It  is  so  in  this  country,  is  it  not,  too,  when 
the  income-tax  is  being  collected  ? — It  is  ;  but  owing 
to  the  action  of  the  Bank  of  England,  I  believe  the 
funds  are  released  much  more  rapidly  to  the  market 
than  was  apparent  in  India  in  my  time. 

3599.  (Chairman.)  In  the  case  of  England,  we  are 
always  over-spent  at  the  first  part  of  the  year,  and 
therefore  the  moment  we  have  collected  the  taxes 
they  are  paid  out  in  redemption  of  the  borrowing? 
— Which  is  in  itself  a  reduction  of  the  floating 
debt.  • 

3600.  In  the  case  of  India,  does  the  time  of  the 
greatest  collection  of  revenue  come  at  the  beginning 
of  the  financial  year,  or  at  the  end  ? — The  greatest 
pressure,  owing  to  the  abstraction  of  taxation  from 
the  current  circulation,  is  in  the  early  months  of  the 
calendar  year,  or  rather  the  later  months  of  the  financial 
year. 

3601.  Is  the  Indian  Government  borrowing  to  pay 
its  way  in  the  early  months  6f  its  financial  year,  and 
then  paying  ofE  that  debt  in  the  later  months  when 
the  revenue  comes  in,  just  as  happens  in  England  ? — 
I  do  not  know  that  the  Indian  Government  borrows  as 
the  English  Government  does — at  any  rate  not  in  India. 
The  Secretary  of  State  borrows  in  England. 

3602.  {Sir  Bdbert  Chalmers.)  Tour  point  is  that 
the  collection  of  revenue  tends  to  create  stringency  ? — 
It  did,  and  I  believe  still  does,  aocoi'ding  to  what  I 
have  read. 

3603.  Have  you  got  any  suggestions  to  make  by 
which  you  think  it  would  be  possible  to  render  the 
money  in  the  treasuries  in  India  available  in  any 
form  for  the  relief  of  the  Indian  money  market, 
say,  by  means  of  loans  to  banks  or  otherwise  ? — Of 
course  it  is  released  now  by  the  sales  of  Council 
bills  and  transfers,  but  necessarily  not  always  with 
perhaps  sufficient  rapidity.  It  might  be  released  by 
way  of  loan  to  the  banks,  Presidency  or  otherwise, 
possibly,  on  security  in  India. 

3604.  What  sort  of  security? — Undoubtedly  Go- 
vernment paper  should  be  a  security.  What  further 
security  might  be  acceptable  is  not  a  question  I  am 
prepared  to  dogmatise  upon. 

3605.  What  sort  of  rate  have  you  in  your  mind 
that  you  would  charge  on  behalf  of  the  Government 
of  India  to  the  banks  or  other  bodies  to  whom 
you  would  lend  ?  Suppose  the  bank  rate  at  the 
beginning  of  December  was  7  per  cent.,  what  would 
you  do  as  regards  the  rate  that  you  would  charge  ? — 
I  see  that  the  Secretary  of  State  in  a  despatch  to  the 
Government  in  1899  spoke  of  the  rate  being  not  below 
the  bank  rate.  It  seems  to  me  that  if  the  Government 
is  to  insist  upon  the  bank  rate,  the  temptation  to 
employ  Government  funds  for  trade  purposes  would 
be  lessened  to  the  banks  if  they  have  to  pay  the 
maximum  rate. 

3606.  Do  you  propose  a  lower  rate,  then  ? — I  would 
not  like  to  say  how  much  lower,  but  I  should  think,  to 
effect  the  purpose  we  have  in  view  at  the  moment,  it 
would  be  necessaiT^  to  make  it  a  profitable  undertaking 
to  the  borrowers. 

3607.  Would  those  borrowers  in  your  judgment 
properly  be  the  Presidency  banks,  or  do  you  con- 
template any  other  borrowers  ?— Provided  the  security 
is  sound,  I  do  not  see  why  we  should  limit  those  loans 
necessarily  to  the  Presidency  banks  only.  The  exchange 
banks,  provided  they  desire  such  accommodation  and 
would  lodge  an  equal  security,  should  be  placed  on  an 
equal  footing.  . 

3608.  You  contemplate  banks  ?— There  is  nothmg 
in  India,  I  think,  to  compare  with  our  big  financial 

•  houses,  and  therefore  I  should  say  banks  in  India. 

3609.  Does  it  strike  you  as  a  possible  danger  in 
such  a  system  that  the  banks  might  come  to  coiint  on 
this  as  money  that  they  could  always  get  at  that  time, 
and  would  discount  the  advantage  in  advance  ?— I  am 
afraid  the  mercantile  and  banking  mind  would  always 
count  on  anything  that  they  saw  a  prospect  of  bemg 
sure  to  get ;  but  I  do  not  think  there  would  be  any 
dano'er  connected  with  their  counting  upon  such 
accommodation,  always  provided  they  were  prepared 


to  return  the  loans  duly.  In  the  past  we  know  that 
was  not  the  case ;  the  Presidency  banks  have  practically 
expressed  inability  to  return  loans  in  the  past. 

3610.  You  are  aware  of  cases,  are  you ;  there  was 
one  in  Lord  Northbrook's  time,  I  think  ? — I  am  aware 
of  cases.  They  have  been  cited  and  published.  Hence 
I  believe  the  Government  established  reserve  treasuries 
because  of  that. 

3611.  It  would  be  very  essential  that  the  Govern- 
ment of  India  should  be  certain  of  getting  back  its 
money  ? — Undoubtedly. 

3612.  To  the  day,  if  it  needed  it  ?— Undoubtedly. 
In  connection  with  that  I  would  say  that  the  capital 
and  reserves  at  the  banks  nowadays  are  very  much 
greater  than  they  were  in  those  days,  and  possibly 
the  same  difficulties  would  not  be  encountered  again. 

3613.  Coming  now  to  the  sale  of  Council  bills  in 
order  to  provide  for  the  home  charges,  the  present 
practice  of  the  India  Office  in  selling  its  Council  bills 
is  familiar  to  you,  1  presume  ? — ies. 

3614.  I  think  you  have  some  alternative  method  to 
suggest ;  would  you  be  so  good  as  to  state  the  methods 
and  the  objections .  you  see  to  them  ? — I  have  none 
myself,  but  I  am  speaking  of  the  alternatives  which 
have  been  suggested  in  various  quarters,  and  which 
I  have  ventured  to  consider  in  my  precis  of  evidence  (see 
Appendix  XIX.,  page  544).  One  alternative  which  has 
been  urged  is  that  the  Indian  Government  should  pay  its 
home  charges  through  the  medium  of  certain  Indian 
banks.  To  that  I  would  lodge  the  objection  that  jealousy 
would  be  aroused  by  the  selection  of  those  banks  and 
by  the  allocation  of  their  respective  proportions  of  the 
business.  Such  selection  and  allocation  would  not 
improbably  give  rise  to  the  suspicions  and  innuendoes 
which  have  attended  the  distribution  in  loans  of  the 
India  Office  balances.  Again,  I  think  if  the  re- 
mittances were  made  at  the  best  rates  obtainable, 
without  regard  to  the  amounts  remitted  through  the 
respective  banks,  the  alternative  would  merely  be 
equivalent  to  transferring  the  auction  from  London 
to  India. 

3615.  We  have  been  told  that  the  Secretary  of 
State  sells  his  Councils  up  to  the  total  demands  of 
the  trade,  subject  always  to  the  provisio  that  his  sales 
should  not  prevent  a  sufficient  amount  of  gold  going 
to  India.  Do  you  think  he  is  right  in  doing  that,  and 
do  you  think  his  practice  is  sound  ? — In  selling  to  the 
full  extent  of  the  demands  of  trade  ? 

3616.  Yes  ? — I  think  that  he  is  entirely  justified  in 
selling  freely  and  to  the  full  demand  of  trade  so  far  as 
his  balances  in  India  permit  him  to  do  so.  The  objec- 
tion I  would  raise  to  selling  more  than  those  balances 
permit  is,  first,  that  he  is  under  the  Gold  Note  Act, 
which  gives,  I  believe,  the  right  of  ear-marking  deposits 
in  London  and  issuing  rupees  from  the  Paper  Currency 
Department  in  India  at  specie  point.  And  apart  from 
that,  I  should  object  to  him  selling  below  the  specie 
point.  It  is  difficult,  I  admit,  to  say  what  the  specie 
point  always  is,  but  I  should  object  to  his  selling  new 
rupees,  new  coinage  in  fact,  below  the  equivalent  of 
the  specie  point.  In  other  words,  the  Secretary  of 
State,  or  rather  the  Government  of  India,  has  notified 
that  the  new  rupees  wovild  be  issued  against  deposits 
of  sovereigns  from  the  mints,  and  it  also  issues  notes 
of  the  Paper  Currency  Department  at  the  same  rate 
of  15  rupees  to  the  £.  When  it  has  done  the  latter, 
for  every  15  rupees  it  has  the  equivalent  sovei-eign,  we 
will  take  it ;  but  when  it  issues  new  rupees  it  does  not 
hold  the  equivalent  sovereign — it  has  only  got  the 
third  of  a  sovereign.  That  is  where  I  draw  the  dis- 
tinction between  the  free  sale  of  Council  bills  at  any 
price  against  balances  down  to  the  minimum  of 
Is.  3ffd.,  and  the  sale  of  Council  bills  against  new 
coinage. 

3617.  You  were  associated,  you  told  us,  as  honorary 
secretary,  with  the  Indian  Currency  Association,  and 
you  can  speak  for  20  years ;  would  you  say  that  the 
change  fromthesilver  standard  to  the  present  standard 
has  been  a  boon  ? — Unquestionably. 

3618.  Do  you  hear  of  any  desire,  or  do  you  express 
any  desire  to  us,  for  a  change  in  the  contrary  direc- 
tion ? — Towards  reopening,  do  you  mean  ? 

3619.  Yes  ?— That  cry  has  subsided. 
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2620.  Tou  think  it  has  subsided  ?— Quite. 

3621.  I  think  you  quote  Mr.  "Webb  to  the  effect 
that  more  people  in  India  were  able  to  use  gold  coins 
now  than  they  were  15  years  ago  ? — Tes.  If  I  may,  I 
wiU  read  you  the  extracts  I  have  made.  In  1898 
Mr.  Webb  published  a  memorandum  on  the  Indian 
currency  in  which  he  expatiated  on  the  poverty  of 
India  in  the  following  words  :  "  The  poverty  of  the 
"  great  mass  of  the  people  renders  a  gold  coin  or  gold 
"  in  any  form  entirely  beyond  their  means.  .  .  . 
"  The  native  moneylenders  would  continue  to  receive 
"  12  per  cent,  to  75  per  cent,  per  annum  for  ordinary 
"  temporary  accommodation,  and  they  would  not,  and 
"  could  not,  use  and  demand  that  gold  capital  the 
■'  assumed  advantages  of  which  are  one  of  the  main 
"  foundations  of  the  present  proposals  to  abandon 
"  India's  silver  standard.  .  ,  .  The  gold  standard, 
"  with  or  without  a  gold  currency,  could  not,  for  the 
"  reasons  already  given,  prove  otherwise  than  injurious 
"  to  the  commerce  of  India,  to  the  revenues  of  the 
"  Government,  and  to  the  well-being  of  the  great  mass 
"  of  the  population."  That  was  written  in  1898  at  the 
time  of  the  Fowler  Enquiry.  I  read  that  as  evidence 
that  in  the  opinion  of  the  writer  the  country  was  then 
in  a  very  poverty-stricken  condition  and  quite  unable  to 
use  a  gold  currency.  But  in  1912,  14  years  later, 
Mr.  Webb  wrote :  "  Probably  more  individuals  in 
"  India  are  in  a  position  to  use  gold  coins  than  in 
"  the  United  Kingdom."  The  only  inference  I  can 
draw  from  that  is  that  in  the  interval  the  prosperity 
of  India  has  put  its  people  in  a  position  to  use  coins 
which  he  said  were  absolutely  unsuited  and  too  rich 
for  them  14  years  previously. 

3622.  Tou  use  his  testimony  in  corroboration  of 
your  own  opinion ? — Of  my  own  opinion,  yes. 

3623.  That  the  closing  of  the  mints  and  the  use 
of  the  gold  standard  has  been  a  boon  affecting  the 
prosperity  of  India  ? — ^Undoubtedly. 

3624.  Coming  now  to  the  question  of  the  use  of 
gold  coins,  do  you  think  that  any  special  efforts 
should  be  made  by  the  Government  of  India  to 
encourage  their  use  ? — No,  I  deprecate  such  special 
eiforts. 

3625.  What  would  be  your  view  ? — I  think  that  the 
question  of  the  use  of  a  gold  cun'ency  will  be  solved 
ultimately  by  the  people  of  India,  quite  independently 
of  any  efforts  that  we  can  make  either  one  way  or  the 
other ;  and  I  should  prefer  to  leave  it  at  that.  I  should 
certainly  deprecate  any  arbitrary  measures  for  pre- 
venting the  flow  of  gold  to  India.  On  the  other  hand, 
I  do  not  think  it  comes  within  the  province  of  the 
Government  to  depute  its  officers,  as  has  been  done — 
or,  rather,  I  will  not  say  "  depute,"  but  illustrations 
have  been  given  of  Government  officers  having  used 
their  influence  to  circulate  gold  coins,  and  I  do 
not  think  that  is  quite  what  should  come  within  the 
province  of  the  Government. 

3626.  Tou  would  leave  it  to  the  desires  of  the 
people  ? — Certainly. 

3627.  And  to  the  movements  of  trade?— Cei-- 
tainJy. 

3628.  A  certain  number  of  people  hold  that  the 
use  of  gold  coins  is  a  very  exti-avagant  form  of 
cniTency,  and  that  the  use  of  tokens,  or  of  paper 
currency,  is  a  more  economical  and  scientific  mode 
of  cuiTcncy;  would  that  be  your  feeling  on  that 
subject? — Distinctly  so.  I  think  the  cheaper  the 
form  of  internal  currency  the  better.  So  much  is 
saved,  and  the  gold  could  be  conserved  for  the  purpose 
of  securing  the  external  exchange  value  of  the  internal 
currency. 

3629.  Tou  would  not  bring  any  pressui-e,  therefore, 
to  bear  on  the  people  to  use  gold,  and  you  would  follow 
their  desires,  but  you  would  be  rather  more  pleased  to 
see  non-gold  used  as  the  actual  cuiTency  fi'om  hand  to 
hand .'' — ^I  think,  really,  if  I  may  speak  broadly,  that 
the  nation  which  exchanges  its  valuable  products  for  a 
lot  of  metal  which  it  can  dispense  with  is  simply 
wasting  those  products. 

3630.  I  will  take  next,  if  you  please,  the  question 
of  the  Gold  Standai-d  Reserve.  I  should  gather  from 
your  previous  remarks  that  you  would  regard  the 
maintenance  of  an  adequate  Gold  Standard  Resei-ve  as 


being  the   most  vital   thing    to    India?— Under   the 
present  currency  system,  yes. 

3631.  Up  till  now  that  Gold  Standard  Reserve  has 
been  accumulated  ia  the  way  that  you  are  familiar 
with,  and  has  been  subject  to  no  statutory  sanction  in 
any  way.  Has  the  time  arrived,  in  youi-  opinion,  when 
any  regulations  could  be  drawn  up  for,the  government 
of  the  Gold  Standai-d  Reserve  ?— With  regard  to  ita 
size,  or  its  regulation  only  ? 

3632.  Its  regulation? — I  think  it  distinctly  ad- 
visable that  something  of  that  nature  should  be 
recommended  by  this  Commission.  Might  I  just  say 
why  I  think  so  ? 

3633.  If  you  please  ? — In  the  budget  statement  of 
1908  Mr.  B.  N.  Baker,  when  defending  his  refusal  to 
issue  gold  freely  in  the  crisis  of  the  previous  year, 
made  use  of  some  remarkable  words  concerning  the 
Gold  Standard  Reserve.  He  said,  "  The  time  and 
"  method  of  the  employment  of  the  gold  standard 
"  reserve  must  be  at  the  discretion  of  the  Secretary  of 
"  State  by  whom  the  resei-ve  is  controlled."  I  ventm-e 
to  submit  that  this  is  a  most  dangerous  dictum.  The 
reserve  should  be  held  under  regulations  which 
would  bring  it  into  use  automatically,  and  the  public 
should  know  clearly  what  the  regulations  are.  Its 
transfer  to  the  care  of  a  bank  or  to  a  special  depart- 
ment created  by  legislative  act,  with  strictly  defined 
powers,  would  be  greatly  preferable  to  leaving  its  use 
dependent  upon  the  will  or  whim  of  the  Secretary  of 
State  for  the  time  being  or  of  his  financial  advisers. 

3634.  Have  you  got  any  general  indications  that 
you  could  suggest  to  the  Commission  with  regard  to 
the  content  of  the  regulations  which  you  have  in 
mind  ?  What  sort  of  regulations  have  you  in  mind  ? — 
I  have  not  presumed  to  lay  down  regulations,  which  I 
thought  should  be  preferably  left  to  this  Commission. 

3635.  I  will  give  you  an  instance.  Would  you 
take,  as  one  of  your  suggested  regulations,  that 
exchange  should  be  sold  freely  at  1«.  3|-|d.  ? — I  would 
say  more  than  that.  I  think  that  the  public  which  has 
invested  gold  in  the  purchase  of  mpees  is  entitled. to 
have  that  gold  returned  at  the  gold  export  point, 
which  is  Is.  3|  ^d. 

3636.  That  would  be  one  of  the  regulations  ? 
—Tes. 

3637.  Have  you  any  others  in  your  mind  that  yoa 
could  mention? — Another  would  be  that,  instead  of 
selling  the  sterling  drafts  on  one  day  per  week;  as  I 
think,  if  I  recollect  rightly,  was  done  in  previous  cases, 
and  advertising  a  certain  fixed  sum.  as  is  done  with 
Council  bills  at  this  end,  I  venture  to  think  that 
anyone  should  be  able  to  purchase  a  sterling  draft  on 
any  day  of  the  week  for  export  purposes,  so  that  he 
may  tiansfer  his  capital  or  his  money  for  longer  or 
shoi-ter  periods,  or  pei-manently  if  he  wishes  it,  at  that 
muiimuin  i-ate.  I  think  that  with  a  properly  con- 
stituted reserve  in  London  of  sufficient  strength,  that 
might  be  done  with  advantage. 

3638.  That  would  be  the  primary  regulation,  then, 
that  you  have  in  mind  ? — Tes. 

3639.  Free  sale  at  a  fixed  minimum  figure  ? — Tes. 

3640.  And  the  use  of  the  Gold  Standard  Resei-ve  to 
be  restricted  exclusively  to  the  purpose  of  maintaining 
exchange  ?— Certainly — for  remittamje  purposes,  in 
my  opinion. 

3641.  Have  you  any  remarks  to  make  on  that 
point,  on  the  subject  of  the  six  crores  in  silver  ? — At 
the  time  that  those  six  crores  of  silver  were  substi- 
tuted for  four  millions  sterling  in  gold,  I  did  make 
comments  publicly  at  a  bank  meeting  in  London  on  the 
inadvisability  of  that.  It  was  reducing,  and,  as  we 
know  from  subsequent  events,  reducing  at  a  very 
critical  time,  the  Gold  Standard  Reserve.  Under  the 
new  regulations  which  have  lately  been  promulgated 
by  the  Government,  it  has  become  not  a  silver  branch 
but  an  Indian  branch  of  the  Gold  Standard  Reserve, 
and  I  can  quite  see  its  usefulness  for  relievin-^  the 
seasonal  demand  for  silver  which  we  know  occiu-s^  In 
other  words,  my  objection  to  a  certain  portion  of  the 
gold  reserve  being  kept  in  India  in  silver  is  lessened 
in  consequence  of  the  new  regulations. 

3642.  Tou  can  see  its  utility  to  the  Government  of 
India,  but  do   yon   retain   objection   to   those   crores 
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being  part  of  the  ^old  Standard  Reserve  ? — No,  they 
are  so  no  longer,  really ;  they  are  an  Indian  branch  of 
the  Gold  Standard  Reserve,  and  are  practically  used 
for  purely  Indian  purposes. 

3643.  {Chairman.)  Ton  mean  that,  in  effect,  they 
have  become  part  of  the  Currency  Reserve  ? — Practic- 
ally, because  they  are  interchangeable  with  it.  They 
should  not,  in  any  case,  be  counted  in  the  amount  which 
may  ultimately  he  suggested  by  this  Commission  as 
the  actual  Gold  Standard  Reserve  held  in  London. 

3644.  {Sir  Robert  Chalmers.)  It  is  gold  passed  into 
silver,  and  no  longer  gold  in  reserve  P — Yes. 

3645.  Passing  now  to  the  composition  of  the 
reserve,  that,  at  the  present  moment,  as  you  know,  is 
partly  in  securities  and  partly  in  metallic  gold  ? — Yes. 

3646.  You  attach  primary  importance  to  metallic 
gold,  I  understand  ? — I  would  not  like  to  say  primary 
importance,  but  I  think  that  a  certain  proportion 
should  be  held  in  metallic  gold. 

3647.  How  much  do  you  think  should  be  held,  and 
how  would  you  arrive  at  your  figure? — As  to  size  or 
proportion  in  gold,  or  both  ? 

3648.  Take  both  ? — As  to  the  size  of  the  reserve, 
if  we  may  judge  by  the  extent  of  the  drain  upon  it  in 
1907-8,  the  reserve  is  at  present  ample,  taking  into 
account  the  very  large  amount  of  gold  in  the  Paper 
Currency  Reserve,  which  practically  doubles  the  Gold 
Reserve.  I  attach  more  importance  to  the  resolution 
and  confidence  with  which  the  Currency  Scheme  is 
backed  than,  to  the  mere  size  of  the  reserve.  A  com- 
paratively small  reserve,  backed  by  a  resolute  policy, 
would  give  the  public  more  confidence — ^I  attach  great 
importance  to  confidence  in  this  scheme — and  do  more 
to  prevent  or  allay  panic  than  a  .larger  reserve  with  a 
continuance  of  the  irresolution  and  vacillation  which 
have  often  been  apparent  in  the  past.  I  do  not  think 
that  the  reserve  should  be  unlimited.  Its  size  should 
be  fixed  on  some  reasonable  basis,  not.merely  arbitrarily. 
Its  fixture  arbitrarily  is  merely  guesswork.  It  might 
be  fixed  on  a  basis  of  experience,  or  of  analogy  and 
comparison.  In  the  former  case  we  could  go  upon  the 
aptual  loss  of  gold  in  the  crisis  of  1907-8,  say,  from 
ail  soiirces,  about  17,000,000?.,  or  a  little  more,  I  think 
it  was  (the  actual  export  or  transfer  of  gold  out  of 
India  was  only  about  13,000,000i.,  that  is  to  say, 
84  millions,  I  think,  sterling  drafts  on  the  Gold  Stan- 
dard Reserve,  and  a  reduction  of  about  5  millions  or 
SJ  inillions  in  the  amount  of  gold  held  in  London 
against  the  Paper  Currency  Reserve,  that  is  the  way 
I  estimated  that),  plus  the  Council  bill  sljortage  for  the 
year,  which,  I  think,  was  about  3  millions  or  4  millions, 
speaking  from  memory.  To  this,  a  reasonable  margin 
for  apprehension  should  be  added ;  for  that,  I  should 
say,  perhaps,  50  per  cent.  The  public  will  watch  the 
gradual  laUing  of  the  reserve,  and  we  should  have 
something  to 'give  them  ample  security  in  that.  case. 
If  we  start  on  a  basis  of  analogy  and  comparison,  we 
may  liken  the  liabilities  of  the  Government  under  the 
scheme  to  those  of  a  banker.  It  will  be  necessary  to 
estimate  those  liabilities.  The  estimate  of  the  rupees 
in  circulation  at  the  time  of  the  Fowler  inquiry  was 
120  crores.  The  Committee  did  not  vouch  for  these 
figures,  and  I  think  that  a  serious  attempt  should  be 
made  to  estimate  the  circulation,  even  roughly,  now. 
I  use  the  word  "  serious,"  because  I  have  often  heard 
comments  on  the  unreliability  of  the  statistics  collected 
throughout  India,  very  often  from  Indian  sources,  as 
to  the  composition  of  the  circulation.  An  estimate  of 
200  crores  would  give  about  Rs.  7  per  head  of  popula- 
tion, roughly.  Now  the  English  joint  stock  banks 
keep  about  23  per  cent,  of  their  liabilities  in  cash,  at 
the  Bank  of  England,  at  call,  and  at  short  notice— that 
is,  including  their  capital  and  reserves  m  addition  to 
then-  other  liabilities,  it  works  out  to  about  23  per  cent. 
A  like  proportion  gives  46  crores,  or,  say,  about 
30,000,0002.  as  the  size  of  the  reserve  against  rupee 
liabilities.  Of  this  23  per  cent.,  the  English  banks 
hold  about  half  in  actual  cash  or  at  the  Bank  o± 
England,  which  is  the  same  thing.  This  might  serve 
as  the  basis  for  estimating  what  proportion  of  the 
reserve  should  be  kept  in  actual  gold.  It  must  not  be 
overlooked  that  the  EngHsh  banks'  figures  are  wmdow- 
dressing"  figui-es,  and  that  tlje  working  percentages 


are  probably  smaller.  That  is  simply  a  suggestion 
which  I  venture,  with  all  respect,  to  lay  before  the 
Commission.  As  to  a  mere  arbitrary  guessing  at  what 
we  should  have,  30,  40,  50,  60,  or  70  millions,  I  can 
only  say,  so  many  minds  so  many  guesses. 

3649.  Do  you  think  the  experience  of  1907-8  to 
which  you  refer  is  necessarily  a  complete  test  for  the 
future  ? — I  think  it  was  a  very  good  one,  because  it  is 
a  curious  combination ;  there  was  a  world's  crisis  and 
a  shortage  of  crops. 

3650.  Was  it  a  world's  crisis  exactly  ?  The  storm 
centre,  to  use  a  phrase  we  have  heard  to-day,  was  not 
in  London  ? — ■'No,  it  was  in  America,  but  the  strain  was 
felt  in  London,  as  we  know. 

3651.  The  storm  centre  was  not  in  London,  and 
though  you  had  a  famine  in  India,  you  did  not  have 
a  great  commercial  crisis  at  this  centre,  London  ? — -That 
is  so. 

3652.  To  that  extent,  therefore,  the  past  is  not  a 
full  measure  of  what  might  be  in  the  future  ? — As- 
suming a  great  financial  crisis,  we  have  not  had 
experience  of  that  in  London. 

3658.  Would  you  be  prepared  to  indicate,  under 
present  circumstances,  the  sort  of  amount  at  which  you 
would  keep  the  metallic  gold  ? — If  my  basis  were 
accepted  of  30  millions,  then  I  would  go  on  what  the 
English  banks  hold  —  one  half  —  which  would  be 
15  millions. 

3654.  You  would  go  as  far  as  15  millions  ? — I  would 
go  to  one-half  because  of  my  analogy.  Similarly,  if  we 
go  on  the  basis  of  experience,  I  do  not  think  that 
anything  less  than  12  millions  or  15  millions  would  be 
looked  on  as  fulfilling  the  purposes  which  I  think  the 
Gold  Standard  Reserve  might  serve. 

3655.  Yom'  argument  is  based,  to  a  great  extent, 
on  your  view  that  the  amount  of  rupees  in  circulation 
is  the  primary  factor  ? — Yes,  a  primary  factor. 

3656.  And  not  the  balance  of  trade  P — "  The  balance 
of  trade "  with  regard  to  India  has  always  been  a 
puzzling  expression ;  "  the  balance  of  trade "  is  a 
puzzling  expression  anywhere,  but  particularly  with 
regard  to  India.  With  other  countries  we  will  presume 
that  they  are  exporting  and  importing,  we  will  say,  com- 
modities, and  when  the  trade  balance  is  favourable  they 
import  the  precious  metals  as  currency  ;  but  in  India 
it  seems  to  be  quite  a  different  thing,  and  they  import 
vast  quantities  of  the  precious  metals,  not  as  currency 
but  as  mere  articles  of  merchandise.  It  is,  therefore 
very  difficult  often  to  say  what  is  the  true  balance  of 
trade  in  India,  whereas  it  is  simpler  in  the  case  of  other 
countries. 

3657.  You  are  providing  a  Gold  Standard  Reserve 
with  reference  to  the  total  number  of  rupees  in  India  ? 
—Yes. 

3658.  And  not  those  rupees  only  which  actually 
impinge  on  exchange  ? — The  actual  rupees  which  will 
impinge  on  exchange  at  any  given  time  will  be  those 
seeking  remittance  from  the  country. 

3659.  You  are  not  dealing  with  those  only,  but  you 
are  taking  all  the  rupees  P — Because  it  is  impossible  to 
estimate  what  those  rupees  are.  I  estimate  in  the  case 
of  the  trade  balance  proving  unfavourable  and  a  desire 
for  remittance  arising,  that  if  you  had  a  Gold  Standard 
Reserve  which  would  absorb  that  23  per  cent,  of  the 
total  rupees  in  circulation,  you  would  be  going,  backed 
if  necessary  by  a  loan,  as  far  as  you  could  in  reason  be 
expected  ever  to  go. 

3660.  Some  people  might  think  further  ? — They 
might. 

3661.  Is  your  argument  based  on  the  total  amount 
of  circulation,  or  the  total  amount  of  rupees  coined  ? — 
On  the  total  amount  of  rupees  coined.  I  would  not 
necessarily  say  coined,  because  there  may  be  many 
rupees  which  are  held  in  hoards,  and  are  not  affecting 
circulation  at  all.  When  speaking  of  ou-culation  I 
mean  the  actual  amount  of  money  or  currency  which  is 
being  employed  for  the  purposes  of  trade  at  the. time. 

3662.  You  take  the  wider  definition  for  the  time  for 
youi"  purpose  ? — ^Yes. 

3663.  Leaving  that,  and  coming  now  to  the  Paper 
Currency  Reserve,  you  are  aware  that  1  here  is  a  certain 
amount  of  paper  currency  reserve  which  is  held  in 
gold?— Yes.  • 
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0664.  And  that  is  held  in  London  ? — Tes. 

36li5.  Would  you  be  so  good  as  to  state  to  the 
Commission  your  views  on  that ;  do  you  think  that 
right  ? — I  think  that  if  you  have  a  properly  constituted 
Gold  Standard  Resei've  in  London  there  will  no  longer 
be  any  need  to  keep  any  of  your  metallic  currency 
of  the  Paper  Cun-ency  Reserve  in  this  country  also. 
You  are  having  two  reserves  for  one  and  the  same 
purpose  at  present. 

3666.  Have  you  got  any  remedy  to  suggest  ? — The 
transfer  of  the  metallic  reserve  of  the  Paper  Cuweney 
Department  to  India. 

3667.  The  gold  of  it  ? — Not  at  present,  because  the 
Government  of  India  have  been  hampered  by  the 
accumiUation  in  its  Paper  Currency  Reserve  of  gold 
which  will  not  pass  into  circulation ;  but  that  is  what 
I  am  ultimately  aiming  at. 

3668.  Do  you  contemplate,  in  those  ultimate  aims 
of  yours,  any  transfer  of  the  six  crores  of  silver  to  the 
Paper  Currency  Resei-ve  ? — That  I  believe  is  contem- 
plated by  the  Government  as  a  seasonal  thing  in  its 
new  regulations. 

3669.  It  has  been  suggested  to  this  Commission 
that  it  might  be  a  good  thing  to  make  loans  from  the 
Paper  Ouirency  Reserve  on  proper  security  to  the  Presi- 
dency banks  with  a  view  to  making  the  currency  elastic, 
and  so  forth ;  would  you  favour  that  ? — I  should  favour 
it  to  this  extent :  In  the  first  place,  we  ought  to  have 
regulations  as  to  what  the  fiduciary  proportion  of  the 
Paper  Currency  Reserve  should  be.  In  my  days  in  India 
we  were  frequently,  as  a  Finance  Committee  of  the  Cham- 
ber of  Commerce,  called  upon  to  consider  the  question  of 
increasing  that  fiduciary  issue,  and  it  was  always  done 
on  the  basis  of  one-third  of  the  permanent  circulation 
being  assumed  to  be  safely  placed  in  investments.  At 
present  there  is  only  something  like  one-fifth,  and 
therefore  there  seems  a  possibihty  of  a  very  large 
extension  of  the  fiduciary  issue.  Some  years  ago  I 
believe  the  Government  of  India  placed  it  on  record  in 
a  letter*  that  they  looked  forward  to  the  time  when 
one-half  of  their  paper  cui-rency  would  be  a  fiduciary 
issue.  Without  going  so  far  as  that,  and  taking  the 
one-third,  it  seems  to  me  that  that  9  or  10  crores  which 
could  now  be  placed  upon  a  fiduciary  basis  might  be 
instead  used  for  easing  the  money  market  in  the  shape 
of  the  loans  you  refer  to. 

3670.  Do  you  contemplate  as  much  as  nine  or  ten 
crores  being  possibly  put  out  in  the  money  market  of 
India  F — I  do  not  think  it  would  be,  but  I  think  it 
might  be  made  available. 

3671.  It  would  be  probably  three  times  too  big 
would  it  not  ? — -I  am  no  longer  in  India,  and  I  am  not 
prepared  to  give  an  opinion  on  that  point  at  present. 

3672.  Am  I  right  in  thinking  that  you  would  be 
prepared  to  make  loans  from  the  Paper  Currency 
Reserve  to,  say,  the  Presidency  banks,  within  the 
fiduciary  total  ? — Certainly,  I  would. 

3673.  But  there  again,  as  you  told  me  in  answer  to 
a  previous  question,  at  the  beginning  of  your  evidence, 
you  would  require  first-rate  security  ? — Tes. 

3674.  And  that  would  be  not  in  addition  to  any 
maximum  of  the  fiduciary  issue,  but  in  lieu  of  part  ? — 
In  lieu  of  part,  after  it  had  been  decided  what  the 
proportion  of  that  fiduciary  issue  might  safely  be  fiied 
at.  As  I  have  instanced  to  you,  originally  we  used  to 
base  our  calculation  on  one- third,  but  the  Government 
of  India  has  ventured  as  far  as  50  per  cent. 

3675.  The  conditions  of  India  might  change ;  the 
people  may  come  to  use  cheques,  for  instance,  and  so 
forth,  more  fi-eely,  and  the  issue  of  notes  might 
become  relatively  less  significant  than  it  has  more 
recently  been? — The  use  of  cheques  in  India  might 
be  advantageously  extended  even  in  the  Presidency 
towns.  It  is  very  poor  at  present.  I  see  in  a  Calcutta 
paper  received  by  this  mail  a  complaint  from  a  corre- 
spondent, who  says  that  many  large  firms  in  Calcutta 
still  pay  in  currency  instead  of  in  cheques,  and  he  is 
asking  the  editor  of  the  paper  to  publish  that  with  a 
view  to  inducing  the  more  frequent  use  of  cheques. 

•  See  in  this  connection  paragi-aph  b  of  Enclosure  1  to 
letter  from  Governmeat  of  India  No.  ?9p  dated  18th  August 
1904,  Appendix  VIII.,  page  264. 


3676.  To  the  extent  to  which  any  movement  on 
those  lines  proceeded,  to  that  extent  there  would  be  a 
diminution  of  the  currency  notes  ?— Or  of  the  rupee 
circulation. 

3677.  Or  of  both  ?— Or  of  both,  unless  it  proceeded 
with  such  expansion  of  business  a^  to  absorb  that  too. 

3678.  The  point  I  wanted  to  get  your  opinion  on 
was  whether  a  certain  measure  of  caution  might  not 
prudently  be  exercised  as  to  limiting  the  fiduciary 
portion  of  the  Paper  Currency  Reserve,  seeing  that  it 
is  possible  that  circumstances  might  change? — You 
could  realise  your  securities  in  such  a  case,  and  would 
do  so,  no  doubt. 

3679.  That  is  your  assumption  ? — Well ! 

3680.  It  is  an  assumption,  you  will  admit,  because 
the  circumstances  of  the  money  market  might  make  it 
very  difficult  to  realise  your  securities  ?— It  depends 
what  those  securities  are. 

3681.  And  the  size  of  the  market  on  which  you 
would  unload  those  securities  at  the  time  of  your  need  ? 
— Undoubtedly. 

3682.  Which  might  be  their  need  too  ? — It  might 
be  their  need  as  well.  I  would  point  out  that  part  of 
the  fiduciary  issue  is  at  present  secured  in  British 
securities  in  this  country — gold  securities.  I  am  not 
venturing  to  submit  that  all  the  extension  of  the 
fiduciary  issue  should  always  be  in  rupee  paper. 

3683.  May  I  take  you  now  to  the  question,  which  is 
a  very  large  question,  of  the  State  Bank.  What  would 
you  say  on  that  ?  Would  you  favour  the  Commission 
with  your  views  about  the  advantages  and  the  disad- 
vantages of  a  State  bank  ?  —  I  have  ventured  to 
formulate  my  views  on  the  basis  of  the  memoi'andum 
which  was  submitted  to  the  Fowler  Committee  by 
Mr.  Alfred  de  RothsohUd,  and  I  have  read  and  heard 
many  recommendations  of  such  a  bank.  I  am  bound 
to  admit  that  if  it  fulfilled  the  intentions  of  its  would- 
be  promoters,  and  so  forth,  it  would  be  a  most  valuable 
addition  to  the  banking  resources  of  India,  subject,  as 
I  venture  to  point  out,  to  restrictions  which  would 
prevent  unfair  competition  with  the  exchange  banks. 
With  regard  to  that,  I  may  say  that  Mr.  Alfred  de 
Rothschild  in  his  original  paper  submitted  that  the 
bank  should  not  conduct  any  exchange  operations,  but 
should  confine  itself,  like  the  existing  Presidency  hanks, 
exclusively  to  internal  operations.  Of  course,  that 
would  meet  my  first  objection.  Next,  to  protect  from 
what  would  be  unfair  competition  the  solvent  and  well- 
managed  Indian  banks.  I  think  the  Government  can 
regard  with  complacency,  even  if  it  does  not  encourage, 
the  extension  of  Indian  banking  pure  and  simple,  but 
that  it  should  not,  by  the  institution  of  a  State  bank, 
cut  away  the  ground  from  under  the  feet  of  those  solvent 
institutions.  On  the  other  hand,  there  are  a  great 
number  of  banks  being  started  now  in  India  the 
resources  of  which  are  ridiculously  small,  and  they 
constitute  a  danger  to  the  public.  'Possibly  the 
establishment  of  a  State  bank,  working  in  numerous 
branches  on  the  lines  of  the  Bank  of  France,  might  to 
a  certain  extent  supply  a  need  and  be  a  safe  depository 
for  greater  savings. 

3684.  Do  you  think  there  is  a  popular  demand  for 
a  State  bank  in  India  ? — I  do  not  think  so.  I  am 
merely  taking  this  somewhat  highly-coloured  repre- 
sentation of  what  a  State  bank  will  or  would  do,  and 
I  say  that  such  an  institution,  if  it  fulfilled  these 
purposes,  would  be  valuable. 

3685.  You  attach  particular  importance,  I  think,  to 
a  bank  of  that  nature,  or  otherwise,  with  branches  which 
would  co-operate  with  the  ryot  in  giving  him  advances 
at  less  ruinous  rates  than  he  has  to  pay  at  present ;  but 
you  look  forward  to  something  else,  and  I  think  you 
attach  importance  to  something  in  the  nature  of  co- 
operative banking  ? — I  do  not  think  I  have  mentioned 
that  at  all  in  my  precis.  What  I  have  said  is  that  a 
State  bank  would,  by  opening  branches  all  over  the 
country,  provide  that  absolute  security  for  the  native 
depositor  and  trader,  which  has  not  in  the  past  been 
peciiliarly  conspicuous  as  a  feature  of  Indian  banking. 
I  am  not  thoroughly  acquainted  with  the  co-operative 
credit  movement  in  India,  but  from  what  I  have  read 
of  it,  it  seems  to  me  that  it  is  meeting  the  wants  of 
the   ryot  better  possibly  than  could  be  done  in  any 
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other  way ;  but  I  haj^e  not  oonnected  that  in  any  way 
with  the  State  bank. 

3686.  Tou  do  not  connect  it  in  that  way  ? — No. 

3687.  It  is  an  object  you  have  in  view,  but  you 
have  not  connected  it  with  the  other  question  ? — ^I  have 
not  connected  it. 

3688.  Do  you  suppose  that  if  there  were  a  big 
State  bank,  3,ble  to  extend  its  operations  by  creating 
branches  in  places  where  there  are  no  banks  at  the 
present  time,  it  would  take  long  before  those  new 
branches  would  pay  P^-Predictions  in  India  are  more 
dangerous  than  in  any  other  country.  The  only 
evidence  I  have  which  is  of  any  use  is  possibly  that 
of  the  expei'ience  of  the  Bank  of  Prance,  if  I  might 
just  give  that.  In  1878 — I  have  taken  this  from  a 
paper  read  before  the  Institute  of  Bankers  some  years 
ago — ^there  were  41  branches  of  the  Bank  of  France 
carried  on  at  a  loss  of  32,000Z.,  while  45  branches 
were  can-ied  on  at  a  profit  of  99,000L  Twenty  years 
later,  in  1898,  there  were  only  two  branches  working  at 
a  loss,  the  amount  of  which  ca.me  to  only  3,000Z.  a 
year,  while  the  productive  branches  yielded  a  profit  of 
413,000L     That  is  the  only  evidence  I  can  submit. 

3689.  Coming  now  to  the  genei'al  question  of  a 
State  bank,  it  would  have  to  be  a  very  big  institution, 
would  it  not? — Tes. 

3690.  What  sort  of  capital  have  you  in  mind  that 
it  would  require,  treating  it  as  a  State  bank  for  the 
whole  of  India  ? — I  have  not  ventured  to  think  of  any 
capital  myself,  and  the  capital  which  has  been  suggested 
by  others  seems  to  me  one  which,  on  present  lines, 
would  never  earn  its  dividend.  When  you  come  to 
look  at  the  proposed  bank  as  a  paying  proposition,  I 
find  many  grave  difficulties  in  the  way.  The  project, 
as  originally  submitted  to  the  Fowler  Committee,  pre- 
sumed a  capital  of  14  millions,  and  to  pay  a  5  per 
cent,  dividend  would  require  a  net  earning  of  700,0002. 
The  three  Presidency  banks  have  together  in  capital 
and  reserve  about  74  crores,  or  five  millions  sterling, 
and  they  pay  dividends  totalling  annually  about 
340,0002.  It  is  difficult  to  see  how  this  could  be 
doubled  short  of  a  heavy  Government  subsidy  in  the 
shape  of  the  profits  of  the  Paper  Currency  Depart- 
ment. Would  a  heavy  subsidy  be  just  ?  Assuming 
that  the  capital  of  the  State  bank  be  limited  to  10 
million  pounds — that  suggestion  has  been  put  before 
me  from  several  quarters — requiring  only  500,0002.  net 
profit  to  pay  5  per  cent.,  the  absorption  of  the  existing 
banks  would,  likewise,  absorb  nearly  the  whole  of  this 
capital.  Shareholders  in  the  existing  banks  would 
presumably  have  the  option  of  exchanging  their 
holdings  into  shares  of  the  State  bank  or  of  being 
bought  out.  The  market  value  of  those  holdings  is 
now  about  8i  millions  sterling.  With  the  usual 
"  inducement  "  to  amicable  arrangement,  probably  nine 
million  pounds  would  be  required  to  bring  aboiit  the 
amalgamation.  The  actual  addition  to  working  capital 
would  be  a  solitary  million  sterling.  I  therefore  wind 
up  by  saying  that,  theoretically,  the  suggestion  of  a 
State  bank  is  an  inviting  one  :  practically,  it  is  not  yet 
apparent  that  it  would  be  a  paying  proposition. 

3691.  That  is  your  view  ?— That  is  my  view. 

3692.  Would  you  say  something  further  as  to  the 
utility,  were  such  a  bank  established,  of  its  looking 
after  the  sale  of  Council  bills  ? — I  have  not  ventured  to 
suggest  any  alteration  in  the  sale  of  Council  bills. 

3693.  Do  you  conceive  that  any  particular  benefit 
would  ensue  ? — I  do  not.  I  think  people  would  be 
terribly  excited  if  Council  bills  were  handed  over.  The 
jealousy  of  the  other  banks  would  be  rampant. 

3694.  Take  another  aspect  of  the  probable  activities 
of  a  State  bank.  It  is  quite  conceivable  that  it  might  be 
entrusted  with  the  management  of  the  paper  currency ; 
what  would  be  your  view  as  to  the  utility  of  that  ? — I 
think  a  paper  currency  is  probably  better  managed  by 
a  bank  than  by  a  Government, 

3695.  In  time  or  at  once  ?  Could  the  bank  take  it 
over  and  do  the  work  of  the  Cm-rcncy  Department  ?— 
The  bank  would  take  it  over  in  that  case. 

3696.  Could  it  do  it  quite  as  well  at  once,  do  you 
think?- -That  would  depend  Ip-rgely  on  the  staff,  I 
should  think. 


3697.  The  paper  currency  is  a  profitable  concern  to 
the  Government  ? — Tes. 

3698.  And  it  would  be,  therefore,  a  profitable 
business  to  the  State  bank? — If  it  is  going  to  be 
handed  over  it  would  be  taking  a  large  profit  which 
the  taxpayer  would  have  to  make  up.  That  is  my 
objection  to  the  transfer. 

3699.  Is  there  any  further  observation  you  would 
like  to  make  ? — In  regard  to  the  use  of  the  Gold 
Standard  Reserve  I  am  suggesting  something  which 
probably  wiU  be  regarded  as  heretical,  but  I  will  be 
courageous  enough  to  make  it.  I  say  that  with  a  pro- 
perly-constituted Gold  Standard  Reserve,  held  in  this 
country,  there  should  be  no  need  for  holding  any 
portion  of  the  metallic  reserve  of  the  Paper  Currency 
Department  here  also.  The  proper  place  for  this 
reserve  would  appear  to  be  India,  since  it  exists  to 
insure  the  convertibility  of  the  notes,  not  the  main- 
tenance of  the  exchange  value  of  the  rupee.  As  regards 
the  Gold  Standard  Reserve,  hitherto  it  has  been  the 
practice,  when  exchange  threatened  to  fall  below  specie 
point,  to  offer  fixed  amounts  of  sterling  drafts  on 
London  upon  a  given  day  each  week.  With  a  pro- 
perly constituted  reserve  in  London,  it  should  be 
possible  to  sell  telegraphic  transfers  upon  any  day  of  the 
week  up  to  a  reasonable  limit.  Assume  a  grave 
financial  crisis  in  London,  with  the  exchange  banks 
and  merchants  anxious  to  strengthen  the  resources  of 
their  head  offices  in  England.  Actual  gold  could  be 
released  in  London,  to  the  advantage  of  all  concerned. 
I  am  now  assuming  that  we  have  the  reserve  I  sug- 
gested of  30  millions,  of  which  half  would  be  in  liquid 
gold.  It  is  certain  that  gold  released  in  a  London 
crisis  would  be  to  the  advantage  of  London,  and  it  cer- 
tainly would  be  to  the  advantage  of  India.  It  would 
give  her  a  profitable  use  for  her  money  at  a  time  when 
she  might  be  willing  to  lend,  and  she  could  not  lend  it 
to  a  better  market.  It  would  be  of  seiTice  to  the 
exchange  banks  and  to  the  merchants  anxious  to 
strengthen  their  London  offices  if  they  could  have 
these  remittances  by  means  which  would  help  to 
terminate  the  crisis.  The  reason  I  have  for  suggesting 
it  is  that  I  was  in  India  through  the  Baring  crisis,  and 
at  that  time — I  take  it  on  the  authority  of  the  Bank 
of  Bengal — the  aggregate  balances  of  the  Presidency 
banks  were  about  13  crores  of  rupees,  and  they  were 
not  able  to  lend  much  at  3  per  cent.  According  to  a 
statement  of  Mr.  Lindsay,  pubKshed  in  the  "  Econo- 
mist "  on  25th  July  1891,  pp.  960-1,  they  would  have 
been  glad  to  lend  the  three  millions,  or  'whatever  was 
required,  to  London  at  2  per  cent.  That  is  a  statement 
made  in  print  by  Mr.  Lindsay,  who  was  the  Deputy- 
Treasurer  of  the  Bank  of  Bengal  at  the  time.  Had 
that  been  possible,  there  would  have  been  no  need  for 
us  to  go  cap  in  hand  to  France  for  three  millions  of 
gold.  At  that  time — I  was  employed  in  the  firm  at  the 
time,  and  I  know  the  fact — a  large  mercantile  firm  were 
desirous  of  remitting  some  few  thousands  of  pounds  to 
strengthen  their  London  house — they  thought  it  would 
be  better  to  strengthen  their  resei-ves  at  such  a 
critical  time,  though  they  were  in  no  danger.  We 
were  unable  to  buy  telegraphic  transfers  from  any 
of  the  English  banks,  and  only  through  the  Comptoir 
National  could  we  purchase  them.  The  English  banks 
declined  to  weaken  their  head  offices  at  that  time. 
Such  was  the  report  brought  back  to  us  by  the 
brokers. 

3700.  {Lord  Faber.)  Did  I  understand  you  to  say 
that  you  would  let  out  the  Government  balances  in 
India  at  something  below  bank  rate? — I  said  that 
unless  you  made  it  profitable  to  the  banks  they  would 
not  borrow. 

3701.  Would  it  not  be  better,  do  you  think,  to  lend 
out  such  money  as  that  at  market  rates  ?  Have  you  a 
market  rate  in  India  as  we  have  in  England,  apart 
from  the  bank  rate?— The  banks  advance  there  at 
1  per  cent,  and  2  per  cent,  frequently  over  the  bank 
rate. 

3702.  And  that  is  the  market  rate  ? — Tes.  They 
charge  1  per  cent,  or  2  per  cent,  to  the  mercantile 
houses,  the  percentage  depending  largely  on  the  credit 
of  the  mercantile  houses.  That  is  for  overdrafts  in 
ooiu-se  of  shipment  and  so  forth  in  the  expoi-t  trade. 
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For  long  periods  I  believe  special  terms,  and  quite 
different  terms,  are  made. 

3703.  Tou  might,  I  suppose,  allow  balances  to  be 
taken  up  there  either  at  market  rate  or  by  tender  ? — 
That  would  be  for  tender  by  the  banks,  I  understand  ? 

3704.  Yes?— I  dare  say. 

3705.  What  I  have  got  in  my  mind  is  that  I  think 
you  might  very  easily  make  a  grievance  if  you  lent  to 
any  particular  banks  at  something  below  what  I  should 
call  the  market  rate  ? — Quite  possibly. 

3706.  It  would  give  those  banks  an  advantage  over 
others  ? — I  am  quite  with  you. 

3707.  I  think  if  it  could  be  done  by  tender  it  might 
perhaps  do  away  with  those  grievances  ? — It  would, 
necessarily. 

3708.  (Mr.  Gillcm.)  Tou  said,  in  answer  to  Sir 
Robert  Chalmers,  that  you  think  the  balances  of  the 
Government  of  India  recently  have  been  lumecessarily 
large  ? — Yes. 

3709.  And  the  cause,  you  thought,  was  that  the 
budgets  had  been  too  pessimistic  ? — Yes. 

3710.  I  suppose  you  recognise  that  under  present 
conditions  there  are  great  difiSculties  in  the  way  of 
budgeting  in  India  ? — There  always  are. 

3711.  The  rule  which  the  Government  of  India 
have  to  follow,  faute  de  mieux,  is  to  budget  for  the 
normal  ? — Yes. 

3712.  An  estimate  based  on  the  normal  is  an 
estimate  that  is  bound  to  be  exceeded  if  you  get  a 
good  year  P — I  would  venture  to  interpolate,  if  I  may, 
that  while  the  Government  should  budget  for  the 
normal,  reading  the  various  speeches  of  Sir  Guy  Fleet- 
wood Wilson,  I  think  he  has  always  budgeted  for 
below  the  normal.  All  his  speeches  that  I  have  read 
have  been  pessimistic  ones. 

3713.  That  is  to  say,  they  have  not  fixed  the 
normal  at  a  proper  level  ? — As  the  results  prove, 
apparently. 

3714.  Suppose  they  had  budgeted  for  a  fuller 
normal,  and  the  actuals  in  consequence  had  been 
closer  to  the  budget  estimates,  or,  rather,  we  will  say, 
that  you  foresaw  that  you  were  going  to  have  a  bigger 
surplus  than  was  put  down  in  the  budget,  in  that 
event  what  would  you  have  done ." — In  the  first  place 
I  would  not  have  imposed  taxation,  but  the  Indian 
Govei-nment  has  done  so. 

3715.  That  was  in  1910.  If  you  had  foreseen  a 
bigger  surplus  would  you  have  taken  off  taxation  ? — 
If  I  had  foreseen  a  bigger  surplus  for  one  year,  no. 
I  have  now  got  in  my  mind  the  opium  surplus.  If  I 
had  foreseen  a  surplus  of  one  year,  no ;  if  I  had 
foreseen  what  appeared  to  be  a  permanent  surplus, 
yes. 

3716.  Suppose  the  sm-plus  you  foresaw  was  going 
to  last,  as  far  as  you  could  judge,  for  only  two  or 
three  years  ? — He  would  be  a  very  wise  Finance 
Minister  who  could  look  more  than  two  or  three  years 
ahead. 

3717.  I  know  ;  but  supposing  your  forecast  was 
for  two  or  three  years  only  ? — I  shoidd  have  accepted  it. 

3718.  You  mean  you  would  have  taken  off  taxation  P 
—Yes. 

3719.  Would  that  have  been  because  you  consider 
that  taxation  at  present  is,  as  a  matter  of  fact, 
excessive  ? — ^I  would  not  like  to  say  that  taxation  is 
excessive,  but  I  think  there  are  a  number  of  cases 
where  it  is  inadvisable.  In  one  particular  alone  I 
think  it  is  very  inadvisable.  Might  I  refer  tt>  the 
income-tax  ?  There  is  an  income-tax  which,  applied 
to  the  European  firms,  is  a  just  tax.  1  never  com- 
plained of  it,  and  I  pay  it  still  in  both  countries.  As 
applied  to  the  native  it  is  a  mistake.  The  great  aim 
of  the  Government  should  be  to  get  the  native  of  India 
to  invest  his  money  in  joint  stock  enterprises  and  in 
securities ;  but  no  sooner  has  he  done  so  than  the 
Government  sweeps  down  upon  him  for  a  tax,  and  if 
there  is  one  thing  hated  by  the  Indian  more  than 
another  it  is  a  Government  tax.  It  is  not  an  encour- 
agement to  the  bringing  out  of  hoards  to  tax  them  at 
once  when  they  appear  and  you  can  lay  hold  of  them. 
That  is  my  point. 

3720.  Would  you  make  use  of  some  of  those  large 
surpluses  that  you  foresaw  to  remedy  defects  in  the 


income-tax? — I  think  it  is   an   inadvisable  tax,  poli- 
tically considered,  as  applied  to  the  Indian. 

3721.  With  regard  to  Council  bills,  I  think  you 
said  that  the  effect  of  Council  bills  was  to  restore  to 
the  circulation  in  India  the  currency  abstracted 
from  it  ? — The  currency  collected  from  the  circulation 
is  restored  to  the  circulation  by  sales  in  the  forni  of 
Council  bills. 

3722.  That  is  not  affected  particularly  or  specially 
by  Council  bills,  is  it  ?  If  the  Secretary  of  State  did 
not  draw  Council  bills  you  would  have  the  funds  going 
into  India  in  the  shape  of  sovereigns  and  there  being 
exchanged  for  rupees,  restoring  in  that  way  the  circu- 
lation which  had  been  withdrawn? — ^If  rupees  are 
wanted  you  can  only  get  them  either  through  the 
Secretary  of  State  or  through  the  importation  of  gold. 

3723.  If  you  stopped  the  sale  of  Council  bills  you 
would  not  necessarily  stop  the  restoration  of  this 
currency  which  you  have  in  mind? — If  you  stop  the 
sale  of  Council  bills  the  Government  will  accumulate 
the  taxation  in  its  treasuries.  It  could  not  remit  the 
proceeds  of  that  taxation  to  pay  its  debt  in  Engla,nd. 
because  those  proceeds  are  in  silver.  It  will  have  tc 
exchange  them  in  some  way  or  other,  and  with  some- 
one or  other,  for  gold  with  which  to  pay  its  debts 
in  England. 

3724.  But  the  rupees  which  wei-e  wanted  for  circu- 
lation would  equally  be  withdawn  from  the  currency  by 
the  presentation  of  sovereigns  ? — They  could  be  with- 
drawn from  the  Treasury  by  the  presentation  of  the 
sovereigns,  and  those  sovereigns  would  have  to  be 
remitted  at  the  cost  of  the  Goverament  to  England  to 
pay  debts. 

3725.  That  is  a  further  consequence,  no  doubt. 
With  regard  to  the  loans  from  Government  balances 
in  India,  we  have  had  some  witnesses  who  said  they 
saw  no  objection  to  siich  loans  being  made,  but  at  the 
same  time  they  were  not  very  enthusiastic  on  the 
subject,  and  they  did  not  consider  that  there  was  any 
veiy  great  necessity  for  them.  What  is  your  view  on 
that  ? — The  necessity  would  be  shown  by  the  tenders 
which  Lord  Faber  has  referred  to. 

3726.  Do  you  think  that  ordinarily  in  the  course  of 
the  busy  season  in  India  it  would  be  a  good  thing  for 
the  Indian  money  market  to  be  helped  by  loans  from 
Government  ? — Application  has  been  made  in  the  past 
by  the  Presidency  banks  for  loans  at  those  seasons, 
and  they  have  been  refused. 

3727.  Do  you  think  in  a  general  way  it  is  very  im- 
portant for  the  Government  to  help  the  money  market 
as  far  as  it  can  out  of  its  balances  ? — If  the  Government 
by  its  action  has  abstracted  from  the  circulation  cur- 
rency which  is  needed,  it  is  the  Government's  business 
to  restore  it  to  the  circulation  as  soon  as  possible. 

3728.  On  the  matter  of  the  form  of  thp  currency 
for  India,  I  think  you  said  that  on  the  whole  you 
would  prefer  an  extension  of  the  note  circulation  to  an 
extension  of  the  gold  circulation  ? — Yes,  I  think  that 
is  most  desirable. 

3729.  There  is  one  point  I  wish  to  put  in  that 
connection.  At  present  there  is  the  right  to  cash 
the  notes  at  only  a  small  number  of  places  in 
India,  that  is  to  say,  at  the  currency  offices  ;  if  the 
Government  were  inclined  to  increase  the  number  of 
those  centres  this  is  the  kind  of  difficulty  that  presents 
itself  to  my  mind,  and  I  would  like  you  to  consider  it. 
Supposeyou  take  aplace  like  Ahmedabad.in  the  Bombay 
Presidency,  where  the  big  crop  is  cotton.  The  demand 
for  cash  at  Ahmedabad  will  come  in  February  or  March 
or  April.  It  would  then  subside,  and  there  would  be  a 
back  current  of  rupees  in  what,  for  Ahmedabad,  would 
be  the  slack  season,  say  from  May,  or  after  that. 
About  July  you  get  a  great  demand  for  rupees  in  quite 
a  different  part  of  the  country,  because  then  the  jute 
comes  on.  Theref  01  e,  Government  will  be  getting  back 
itsrupees,wewillsay,at  Ahmedabad,  and  simultaneously 
it  will  have  to  plant  a  very  large  number  of  crores  of 
rupees  at  the  other  end  of  the  country,  in  Eastern 
Bengal  P — Do  you  mean  to  say  in  exchange  for  notes  ? 

3730.  Yes  ?— That  is  one  of  the  difficulties  which 
the  Government  faced  when  it  extended  the  conditions 
of  the  imiversal  circulation  of  notes ;  but  then  the 
profits  on  the  Paper  Currency  Department  are  large, 
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and,  if  it  is  a  meM  question  of  transporting  currency, 
the  Govemment  is  well  able  to  do  it  out  of  their  profits. 

3731.  Do  you  think  it  the  work  of  the  Gdverament 
to  undertake  this  responsibility  to  find  rupees  all  over 
the  country  in  order  to  extend  its  note  circulation  ? — 
I  think  that  if  the  note  circulation  were  handed  over 
to  a  bank,  the  bank  would  make  profits  out  of  that 
circulation,  and  would  take  risks  which  possibly  the 
Govemment  at  present  is  somewhat  loath  to  do. 

3732.  Then  from  your  point  of  view  a  bank  could 
do  this  particular  kind  of  business  better  than  the 
Government  could  ? — I  do  not  say  it  could,  because 
latterly  the  Gove]-nment  have  extended  'it  enormously, 
but  I  say  it  would  be  its  policy  to  do  so,  because  it 
would  be  profitable. 

3733.  When  Sir  Robert  Chalmers  was  asking  you 
about  the  Gold  Standard  Reserve,  and  you  suggested  that 
certain  regulations  should  be  drawn  up  for  it,  I  think 
you  said  something  to  this  effect — that  the  owners  of 
rupees  are  entitled  to  get  tbem  changed  into  gold  ? — 
A  member  of  the  public  who  has  paid  you  a  sovereign 
for  15  rupees  to  place  in  India  is  entitled  to  have  his 
money  back  if  he  wishes  it. 

3734.  Might  I  ask  you  to  tell  me  once  more  what 
was  the  regulation  that  you  proposed  on  that  point  ? — 
That  the  Government  should  always  be  prepared  to 
issue  sterling  drafts,  or  telegraphic  transfers,  at  this 
rate  of  Is,  S^^d.,  or  Is.  3|-c?.,  as  the  case  may  be,  on 
demand. 

3735. 1  understand  this  is  to  be  a  regulation  of  some 
sort  ? — Yes,  and  it  is  practically  so  now,  because  the 
Government  does  it,  but  it  is  not  stereotyped  iu  a 
statutoi-y  form. 

3736.  That  is  what  I  want  to  get  at.  What  would 
be  the  difference  ?  Would  it  impose  on  the  Govern- 
ment a  legal  liability  ? — If  it  were  put  into  statutory 
form  it  would.  The  evasion  of  such  a  liability  means 
disaster  to  India ;  it  means  the  utter  collapse  of  the 
currency  systfem, 

8737.  JDo  you  not  think  that  is  going  rather  far  ? 
Is  this  absolute  liability  to  find  gold  for  silver  on  any 
or  all  occasions  a  featuye  of  the  currency  of  any  country 
except  England  ? — I  do  not  say  that  India  should  do 
that ;  I  say  it  should  only  do  it  for  remitters,  exactly 
as  Holland  does ;  I  believe  Holland  does  that  to-day — 
she  finds  gold  for  export  but  not  for  internal  use. 

3738.  That  is  a  point  I  was  not  quite  clear  about. 
Ton  do  not  mean  that  anybody  who  takes  15  rupees  to 
a  treasury  or  to  a  mint  in  India  should  get  a  sovereign 
for  it.P — No.  The  sovereign  has  been  brought  into 
the  country  and  changed  into  rupees.  When  the  man 
wants  his  sovereign  back  again  it  is  to  go  out  of  the 
country.     That  is  the  way  I  look  upon  it. 

3739.  Then  this  regulation  would  be  limited  to 
remittances  P — Undoubtedly.  Might  I  quote  you  in 
two  lines  the  point  as  dealt  with  by  the  Fowler 
Committee  F  The  Fowler  Committee  said  in  effect 
that  the  Government  should  not  be  compelled  by  law 
to  furnish  gold  for  internal  purposes.  That  you  will 
find  in  paragraph  59  of  the  Fowler  Committee's 
Report. 

3740.  I  will  now  go  on  to  the  amount  of  the  Gold 
Standard  Reserve,  with  regard  to  which  you  say  that 
you  would  like  to  define  it  with  some  reference  to  the 
amount  of  rupees  in  cu-culation.  I  think  that  is  your 
general  idea  ? — That  is  a  suggestion. 

3741.  You  said,  I  think,  that  it  would  be  well  to 
have  some  serious  step' taken  to  ascertain  the  amount 
•of  the  rupee  circulation  ? — ^^Yes. 

3742.  I  suppose  you  know  of  the  calculations  that 
were  made  on  that  subject  by  Mr.  Harrison  F— Yes, 
and  by  Mr.  Atkinson  too,  whom  I  knew  personally. 

3743.  What  were,  do  you  think,  the  defects  in  those 
calculations  F  Did  they  not,  as  a  matter  of  fact,  make 
use  of  all  the  information  that  is  probably  available  on 
a  subject  of  this  kin*  ?  — I  do  not  know  whether  it 
would  be  quite  right  to  quote  one  of  the  members  of 
the  G'ommission  on  that  point,  but  Mr.  Keynes  thinks 
exactly  with  me.  In  his  very  able  book  which  I  have 
had  the  pleasure  of  reading,  he  says  doubts  were 
thrown  upon  the  collection  of  the  various  statistics 
which  were  applied  for  the  purpose  of  ascertaining 
this   figure.      The    Government    had    certain    rupees 


counted  at  certain  centres,  and  I  believe  Mr.  Xeynes 
throws  doubt,  as  many  others  have  done,  on  the 
reliability  of  these  countings. 

3744.  Do  you  think  the  data  were  wrong  ? — I  have 
no  knowledge;  I  merely  say  that  that  is  the  fact. 
I  have  had  it  said  to  me  by  statisticians  in  India  that 
anyone  who  knows  anything  about  Indian  statistics 
knows  that  they  are  not  worth  a  penny. 

3745.  What  I  wanted  to  get  at  from  you  was 
whether  you  thought  the  calculation  of  the  rupees  in 
circulation  is  not  a  problem  which  is  indefinite  in  its 
nature  F — Which  is  necessarily  indefinite  F 

3746.  Yes  ? — It  is  a  very  difiicult  problem.  1 
believe  that  the  statistics  which  give  the  gold  circulation 
in  England  are  not  accepted  as  being  absolutely 
definite,  but  they  are  approximate  ;  and  I  think  you 
may- get  a  similar  approximate  estimate  for  India. 

3747.  Why  I  am  asking  you  more  pai-ticularly 
about  this  is  that  I  thiuk  one  reason  why  you  would 
like  to  fix  the  reserve  in  some  sort  of  proportion  to 
circulation  is  that  you  think  the  circulation  is,  a  more 
definite  figure  than  the  amount  which  would  impinge, 
as  Sir  Robert  Chalmers  said,  on  exchange  F  —  The 
amount  which  would  impinge  on  exchange  you  can 
never  define,  I  think.  That  would  be  the  amoxmt 
which  would  seek  external  remittance,  and  what  that 
is  you  would  never  ascei-tain.  It  would  depend  upon 
the  extent  of  the  crisis,  the  state  of  trade,  and  various 
other  factory. 

3748.  Do  you  not  think  that  the  experience  we  have 
had  of  the  past  crisis  of,  say,  1907-8,  is  perhaps  as 
good  an  indication  of  the  amount  that  would  be 
required  by  the  public  as  any  inference  based  on  a 
calculation  of  the  rupees  in  circulation  F — Quite  as 
good. 

3749.  Then  with  regai-d  to  the  proportion  of  the 
circulation  that  should  be  fixed  as  the  amount  of  the 
Gold  Standard  Reserve,  you  referred  to  the  practice  of 
the  English  joint  stock  banks  as  a  soi-t  of  example ;  do 
you  think  that  that  is  a  direct  analogy  F — It  is  not  a 
close  analogy. 

3750.  Do  you  think  it  is  an  analogy  which  might  be 
taken  F — It  is  an  analogy. 

3751.  Is  it  not  the  case,  for  instance,  that  the 
amount  of  the  reserve  which  banks  consider  they 
require  varies  very  largely  according  to  the  kind 
of  banking  business  done  P — I  am  taking  the  average 
of  the  whole  of  the  joint  stock  banks  in  England  and 
Wales  ;  that  is  what  I  am  basing  my  percentage  on. 
They  vary  very  considerably,  undoubtedly,  but  I  am 
simply  taking  the  average. 

3752.  If  you  take  another  class  of  banks,  they 
would  give  you  a  different  percentage,  would  they 
not  F — If  you  separated  the  banks  you  would  get  a 
different  average,  but  I  am  taking  the  average  of  the 
whole. 

3753.  (Lm-d  Faber.),  I  think  in  that  instance  of 
yours,  you  said  the  banks  kept  cash  and  liquid  assets  ? 
— Cash  ill  hand  or  at  the  Bank  of  England  to  the 
extent  of  about  half  of  this  23  per  cent. 

3754.  That  is  liquid  'assets,  it  is  not  gold ;  you 
know  that,  of  course  F — I  have  defined  the  whole  thing. 
What  I  said  was  that  the  English  joint  stock  banks 
keep  about  23  per  cent,  of  then-  liabilities  in  cash,  at 
the  Bank  of  England,  at  call,  and  at  short  notice. 

3755.  Not  so  very  much  of  that  is  what  you  and  I 
understand  by  cash,  that  is,  gold  ? — A  like  proportion 
gives  46  crores,  or  say,  about  30,000,000?.  as  the  size  of 
the  reserve  against  rupee  liability.  Of  this  23  per  cent, 
the  English  banks  hold  about  haM  in  actual  cash  or  at 
the  Bank  of  England,  which  is  the  same  thiug. 

3756.  But  it  is  not  in  gold.  All  I  want  you  to 
understand  is  that  out  of  that  23  per  cent,  not  much  is 
gold  F — What  is  put  into  the  Bank  of  England  we  look 
upon  as  gold.     That  is  my  point. 

3757.  They  will  not  regard  it  as  such.  Why  I  say 
this  is  because  we  have  a  great  discussion  going  on  just 
at  this  moment,  and  the  Bank  of  England  have  taken 
the  standpoint  that  a  balance  at  the  Bank  of  England 
is  not  the  same  as  gold  F — It  is  perfectly  ceriain  that  it 
is  not,  because  the  total  balances  at  the  Bank  of 
England  would  shrink  away  the  whole  of  the  gold 
immediately — I  admit  that. 
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3758.  They  go  on  and  explain  it  in  this  way,  that 
the  joint  stock  banks  are  so  very  big  in  England  now 
that  under  certain  rircumstanees  it  might  not  be 
possible  even  for  the  Bank  of  England  to  pay  all  then- 
balances  ofE  in  gold  ? — I  can  (jnite  see  that  they  could 
not. 

3759.  Because  the  outside  banks  are  so  big  and 
strong  ? — Yes.  Again,  if  the  whole  of  the  banknotes 
were  pi-esented  to  the  Bank  of  England,  the  Bank  of 
England  would  be  insolvent.  We  know  that,  and  we 
should  suspend  the  Charter  Act. 

3760.  Still  there  is  a  gi-eat  deal  of  gold  against  the 
notes  ? — But  stiU  they  are  short.  Ton  have  a  note 
issue  of  56  millions,  and  you  have  not  that  amount  in 
gold  at  the  Bank  of  England  to  meet  it. 

3761.  (Mr.  Keynes.)  Your  figure  of  the  half  of  23  per 
cent,  is  not  an  ascertained  figure,  but  it  is  an  estimate 

.  which  is  open  to  doubt,  I  think  ? — It  is  ascertained.     I 
am  taking  some  of  the  leading  banks  of  the  country. 

3762.  And  you  are  applying  the  half  of  the  23  per 
cent,  to  other  banks  for  which  the  figiwe  is  not  known  ? 
— Precisely,  because  they  have  confused  the  two  halves 
together  in  their  balance  sheets. 

3763.  So  it  is  a  case  of  not  being  an  ascertained 
figui'e  ? — It  is  ascertained  on  the  basis  of  four  banks, 
the  London  County  and  Westminster,  the  Capital  and 
Counties,  the  Union  of  London,  and  the  London  and 
Provincial. 

3764.  It  is  based  on  the  assumption  that  all  the 
other  banks  keep  as  good  an  average  as  those  banks  ? 
— I  should  not  like  to  say  that ;  I  am  hoping  that  it 
is  so. 

3765.  It  is  based  on  that  assumption  y — 1  am 
assviming  that,  in  these  figures. 

3766.  {Lord  Faher.)  The  only  point  I  am  trying  to 
make  is  that  liquid  assets  at  the  Bank  of  England  is 
not  at  all  the  same  as  gold ':' — It  is  not,  I  quite  agree. 
When  I  say  it  is  the  same  thing,  I  mean  that  in 
England  it  is  looked  upon  as  the  same  thing. 

3767.  (Mr.  Gillan.)  I  would  like  you  to  consider 
the  Paper  Cun-ency  Resei-ve  and  the  Gold  Standard 
Reserve  together  in  regard  to  the  location  of  any  gold 
that  is  contained  in  them.  Do  you  consider,  taking 
the  general  question,  that  as  a  whole  gold  held,  in 
India  is  more  advantageous  for  the  support  of  exchange 
than  gold  held  here  ? — I  should  say  gold  held  in 
England,  most  distinctly.  You  could  then  undoubtedly 
limit  the  demand  to  gold  asked  for  by  remitters,  and  I 
think  it  is  the  only  safety  of  the  present  scheme  that  it 
should  be  limited  to  remitters. 

3768.  Gold  that  is  diuwn  out  from  cun-ency  in  a 
time  of  crisis,  as  it  was  drawn  out  in  1908,  you 
consider  does  not  suppoi-t  exchange  ? — It  does  not ;  it 
disappears. 

3769.  I  want  to  put  this  to.  you,  because  this  is  a 
point  which  is  put  by  those  who  hold  the  opposite 
view.  If  you  take  15  mpees  from  a  person  in  India 
and  give  him  a  sovereign,  you  have  at  any  rate  a 
conti-action  of  the  silver  currency  ? — Yes,  you  have,  it 
is  true. 

3770.  Is  not  that  the  effect,  as  far  as  that  goes  ? — 
Yoxi  do  not  know  whether  the  sovereign  may  not  go 
into  circulation,  in  which  case  it  has  not  contracted  the 
currency. 

3771.  You  are  contracting  what  I  may  call  the 
dangerous  part  of  the  currency,  the  currency  as  to 
which  you  have  a  liability,  because  the  sovereign  is 
caiTying  its  value  with  it.^ — You  are  creating  no 
monetary  sti-ingency,  but  if  money  is  wanted  for  export 
it  win  create  monetary  stringency ;  it  will  adjust  the 
balance  of  trade  in  that  way. 

3772.  Would  you  say  that  if  the  Government  of 
India  were  again  faced  with  a  crisis,  as  it  was  in  1908 
it  should  refuse  to  give  up  the  gold  it  has  in  India  for 
internal  circulation? — It  should  certainly  reseiTe  its 
right,  as  it  has  reserved  its  right,  and  I  think  it  should 
certainly  be  urged  upon  it,  to  issue  that  gold  only  for 
export.  If  it  is  in  such  a  very  strong  position  that  it 
can  safely  give  up  the  gold  for  intemal  circulation,  vei-y 
well,  but  otherwise  it  should  reseiTe  that  right,  and 
exercise  it  if  needed,  undoubtedly. 


3773.  As  regards  loans  from  currency  about  which 
you  were  asked,  you  said  loans  of  that  kind  ought  to 
be  made  on  first-rate  security,  I  think  ?— Yes. 

3774.  What  had  you  in  your  mind  m  speaking  of 
first-rate  securities  y—I  had  in  mind  Government  paper 
in  the  first  place.  It  is  so  difficult  in  India  to  find  readily 
saleable  securities  of  other  kinds;  you  have  not  the 
same  market  in  India  that  you  have  here. 

3775.  You  are  aware  that  in  other  countries  the 
expansion  of  the  note  circulation  is  allowed  against 
bills  of  exchange,  are  you  not  ? — Yes,  that  is  so. 

3776.  What  do  you  say  to  that,  in  connection  with 
India.'' — I  never  was  sufficiently  acquainted  with  the 
hundi  market  to  be  able  to  express  any  opinion.  It 
is  the  only  market  I  was  not  familiar  with. 

3777.  Lastly,  as  regards  a  State  bank  or  a  central 
bank  ;  I  do  not  know  that  this  question  has  been  put 
before  the  Commission  yet,  but  one  has  heard  a  great 
deal  in  connection  with  these  proposals  of  the  difficulty 
that  would  arise  as  a  consequence  of  the  rivalry,  or 
the  distinction  in  interests,  between  the  different  parts 
of  India — ^between,  for  instance,  Bombay  and  Calcutta; 
do  you  think  that  is  a  serious  difficulty  in  the  way  of 
a  State  bank  ? — It  should  not  be  a  serious  difficulty, 
but  it  always  has  been  a  difficulty.  I  think  it  was  the 
rock  upon  which  the  scheme  foundered  in  the  previous 
case — in  1900  I  think  an  attempt  was  made  to  found 
a  central  bank. 

3778.  Do  you  think  it  is  a  difficulty  which  can  be 
got  over  ? — I  think  myself  that  it  would  be  a  gi-eat 
advantage  if  the  three  Presidency  banks  were  amal- 
gamated, without  any  attempt  to  raise  a  large 
additional  capital  as  is  suggested,  and  upon  which  it 
would  be  difficult  to  pay  dividends.  I  think  the  union 
of  the  three  banks  would  be  very  preferable. 

3779.  How  would  you  provide  for  the  representation 
of  those  different  intei-ests,  if  you  say  that  is  a  difficulty 
on  which  the  proposals  foundered  on  a  previous 
occasion  ;  how  would  you  avoid  it,  or  get  over  it  'f — I 
think  it  would  require  a  diplomat  rather  than  a 
merchant  to  deal  with  that  question. 

3780.  (Sir  James  Beghie.)  In  the  matter  of  Council 
bills  you  have  stated  objections  to  the  proposal  that 
the  bills  should  be  sold  only  at  1«.  4d.,  and  you  have 
made  the  renmrk  that  the  Secretai-y  of  State  would, 
always  be  the  last  to  be  served  if  he  held  to  the 
1«.  4(i.  ? — If  he  held  for  any  fixed  price,  yes.  If  he 
holds  for  any  fixed  price  it  practically  amounts  to  this, 
that  there  is  a  permanent  and  standing  offer  in  the 
market  at  such  a  price,  and  therefore  eveiy  wise  man 
will  endeavour  to  transact  his  business  at  a  rate 
which  is  a  little,  ever  so  little,  better  than  that. 

3781.  Is  not  the  Secretary  of  State  the  last  to  be 
served  when  exchange  conditions  are  not  favourable, 
whether  he  holds  out  for  a  fixed  rate  or  not  ? — When 
exchange  conditions  are  not  favourable,  and  there  is 
no  demand  for  Council  bills.  If  thei'e  is  no  demand 
for  Council  bills,  there  is  very  little  demand  for 
remittance  to  India  possible. 

3782.  Therefore  he  is  left  ?— He  will  be  left  as  soon  as 
he  gets  down  to  the  minimum  1«.  3|-^cZ.  He  need  not  be 
left,  because  he  can  continue  to  sell  at  any  price,  but 
he  does  it  at  his  peril,  because  it  wiU  come  back  in 
the  shape  of  sterling  drafts  from  India  at  a  profit. 

3783.  You  are  not  in  favour  of  the  sale  of  drafts 
against  the  Indian  branch  of  the  Gold  Standard  ReseiTC, 
nor  against  new  coinage  except  at  specie  point,  I 
understand  ? — The  specie  point  is  very  difficult  to  fix, 
I  admit,  and  the  specie  point  in  India  is  different 
from  the  specie  point  in  Egypt  and  Australia.  My 
only  reason  is  that  the  addition  of  new  cuiTency  to  the 
existiag  ciuTency  should  be  made  in  the  last  resort, 
and  you  can  only  arrive  at  the  last  resort  by  having  a 
maximum  price  and  the  market  paying  that  price. 

3784.  In  the  case  of  sales  of  bills  against,  say,  silver 
coinage,  would  you  suggest  that  a  change  should  be 
made  in  the  way  these  bills  are  sold  't  Is  there  any 
object  in  putting  them  up  to  auction,  for  example? 
■ — If  you  put  them  them  up  to  auction  you  do  not  fix 
your  specie  point;  you  auction  them  the  same  as 
Council  bills. 

3786.  That  is  the  very  object  in  offering  them  by 
tender,  is  it  not?^They  would  fetch  no  more  than  old 
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rupees  such  as  are^  already  in  the  Treasury.  It  is 
indiflerent  to  a  man  who  is  buying  rupees  in  India 
whether  he  gets  new  rupees  freshly  coined  or  not. 

3786.  I  am  putting  the  case  that  the  Govei-nment 
are  selling  biUs  against  a  silver  coinage  ? — In  other 
words,  it  supplies  its  needs  with  Council  bills,  and  has 
no  more  to  sell ;  is  that  what  you  mean  ? 

3787.  I  am  supposing  it  is  only  selling  against  the 
silver  coinage  ? — A  man  would  not  do  that  so  long  as 
he  has  other  balances  to  draw  on,  therefore  we  will 
assume  that  the  Secretary  of  State  has  exhausted 
all  the  other  available  resovirces,  and  then  he  should 
hold  on  for  the  specie  point ;  in  other  words,  he  should 
then  fall  back  upon  the  law,  and  the  law  is  that  if 
you  tender  sovereigns  to  the  mint  in  Calcutta  and 
Bombay,  you  receive  15  rupees  for  each  sovereign, 
or  that  if  you  tender  gold  to  the  Paper  Oun-ency 
Department  you  receive  rupee  notes  at  the  same 
rate.  If  he  is  asked  to  act  mider  that  law  in  this 
country,  then  he  should  not  sell  those  15  rupees  for 
19s.  9d.,  but  he  should  sell  them  for  the  full  sovereign 
plus  the  caiTiage.  It  is  complicated,  I  know,  by  the 
gold  which  goes  from  Egypt  and  from  Australia.  It 
is  a  very  complicated  and  a  very  difficult  point,  but 
that  is  just  my  general  idea  of  it. 

3788.  Is  there  any  object  in  ofEer'ing  these  biUs  for 
tender  ?  Would  it  not  be  enough  if  remitters  simply 
came  and  said  they  wanted  so  much,  because  the  rate 
is  pretty  well  known,  and  you  can  always  tell  what  the 
rate  is  ?  Practically  it  would  be  very  similar  to  what 
is  done  in  ear-marking  gold,  would  it  not,  at  Is.  4^(i.  ? 
— ^It  is  practically  the  same  thing,  only  in  the  one  case 
you  are  taking  rupees  which  exist  in  the  Paper  Cur- 
rency Department,  and  in  the  other  case  you  are 
taking  new  rupees  which  are  to  be  coined  specially. 
My  only  reason  for  making  the  difference  is  that  the 
Government  should  only  in  the  last  resort  issue 
15  new  i-upees  for  every  sovereign,  and  they  would  only 
know  when  the  last  resort  has  been  arrived  at  by  the 
willingness  of  people  to  pay  the  top  price. 

3789.  We  have  had  it  in  evidence  that  the  India 
Office,  in  selling  bills,  have  not  paid  any  attention  to 
the  specie  point  ? — That  has  been  alleged. 

3790.  They  admit  that  they  have  sold  bills,  and 
will  go  on  selling  bills  so  long  as  they  keep  exchange 
between  the  two  specie  points ;  do  you  agree  with 
that  ? — I  think  they  certainly  should  meet  the  market, 
and  of  course  make  the  best  rate  they  can  for  the 
India  Office  with  regard  to  any  rupees  which  are  part 
of  their  balances,  either  against  Council  bills  or  against 
excess  collections  such  as  we  have  had  of  late.  Cer- 
tainly they  should  meet  the  market. 

3791.  Or  against  a  Gold  Standard  Besei-vein  India  ? 
— ^I  think  in  my  precis  I  have  included  the  Gold 
Standard  Reserve  as  a  thing  which  should  be  held  at 
the  gold  point,  but  on  carefully  thinking  it  out  since 
Submitting  my  precis  I  would  like  to  withdi-aw  that, 
because  I  see  that  in  issuing  rupees  from  the  Gold 
Standard,  Resei-ve  in  India  the  Government  is  getting 
its  pound's  worth  of  gold,  and  therefore  it  is  not 
holtGng  only  one-third  as  it  would  do  in  the  case  of  a 
further  issue  of  rupees. 

3792.  It  is  a  fresh  addition  to  the  currency,  is  it 
not  ? — -It  is  in  a  way.  It  was  originally  a  fresh  addition 
to  the  cuiTency  which  has  returned  as  against  sterling 
drafts.  I  am  now  speaking  not  of  the  original  six 
crores,  but  I  am  speaking  of  those  transactions  that 
took  place  in  1907-8.  So  far  as  regards  those  original 
six  crores,  certainly  my  reason  would  apply  if  they 
were  new  mpees.  I  am  now  speaking  of  the  currency 
reserve  as  a  working  concern  which  absorbs  and 
releases  them.  As  regards  any  old  rupees  which  have 
been  absorbed,  the  Government,  I  think,  should  issue 
them  as  freely  as  it  could  from  the  Treasuries,  but  with 
regard  to  new  coinage,  not. 

3793.  Tou  would  not  apply  the  specie  point,  then, 
to  those  old  rupees  ? — Not  to  the  old  rupees  which 
had  been  absorbed  in  the  8^  millions  which  had  been 
remitted. 

3794.  Regarding  the  establishment  of  a  State  bank, 
would  you  say  there  would  be  unfair  competition  with 
the  exchange  banks  if  the  State  bank  was  empowered 
to  remit  on  account  of  Government  the  home  chai-ges 
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amounting  approximately  to  about  24  crores,  say  ?  I 
ask  the  question  because  you  put  down  in  your  precis 
the  fact  that  the  total  foreign  trade  of  India  last  year 
was  about  485  crores.  If  the  State  bank  remitted  the 
Government's  home  remittances,  which  amount  to, 
say,  24  crores,  would  you  call  that  unfau-  competition  ? 
— At  present  the  Council  bills  are  a  very  big  factor  in 
the  operation  of  exchange  banks.  They  are  most 
useful,  we  know,  and  in  all  probability  if  they  were 
handed  over  to  a  State  bank  it  would  be  a  certain 
inconvenience  and  interference  with  the  established 
banking  practice  of  the  exchange  banks.  It  would 
give  rise  to  objections  and  jealousies,  I  think.  More- 
over, if  the  Fowler  Committee  were  right  in  specifically 
limiting  the  operations  of  the  State  bank  to  internal 
purposes  only,  it  would  be  exceeding  their  recommen- 
dation to  give  it  a  right  of  entry  to  the  London  market. 

3796.  Tou  consider  the  size  of  the  Gold  Sta,ndard 
Reserve  is  at  present  ample,  taking  into  account 
the  very  large  amount  of  gold  in  the  Paper  OuiTcncy 
Reserve  ? — Yes. 

8796.  But  you  do  not  consider  the  Gold  Standard 
Resei-ve  by  itself  is  ample  to  secure  stability  of 
exchange  ? — No,  because  the  Gold  Standard  Resei-ve 
contains  no  less  than  four  millions  which  are  in  silver, 
so  it  is  only  about  18  millions  strong,  and  I  do  not 
consider  18  millions  of  gold  is  a  sufficient  Gold 
Standard  Resei-ve  at  present.  But  coupled  with  the 
enormous  holdings  in  the  Paper  Curx'ency  Reserve, 
it  is  ample  and  more  than  ample. 

3797.  You  stated  that  with  a  properly  constituted 
Gold  Standard  Reserve  held  here,  thei-e  should  be  no 
need  for  holding  here  also  any  portion  of  the  metallic 
reserves  of  the  Paper  Cui-rency  Department? — You 
would  be  holding  two  funds  for  one  and  the  same 
purpose  in  that  case. 

3798.  Do  you  think  that  under  any  circumstances 
a  portion  of  the  Paper  OuiTency  Reserve  should  be 
held  in  London  ? — In  any  circumstances  F  It  has  been 
urged  frequently  that  it  is  serviceable  in  expediting 
the  purchase  of  silver  for  cun-ency  purposes.  That 
could  apply  to  only  a  small  proportion  of  the  gold 
which  might  be  held.  At  present  it  is  not  very  large, 
but  it  might  be,  and  has  been  larger,  I  think. 

3799.  It  has  always  been  held  that  it  might  be 
useful  in  the  case  of  a  crisis  ? — It  would  be  equally 
useful  in  India,  seeing  that  the  Government  reserves  are 
ultimately  open  only  for  issue  to  remitters  or  exporters. 

3800.  Do  you  think  there  is  some  danger  of  gold 
held  here  causing  some  discredit  to  the  note  issue  in 
India  ? — Causing  discredit  on  the  ground  that  it  is  not 
sufficiently  secured  ? 

3801.  On  the  ground  that  the  naoney  intended  to 
redeem  the  notes  is  not  available  on  the  spot  ? — Yes. 
One  of  my  reasons  is  thnt  the  Paper  Cun-ency  Reserve 
is  primai-ily  intended  to  secure  the  convertibility  of  the 
note,  and  therefore  it  should  be  held  in  India  ;  but  as 
the  note  is  payable  at  the  option  of  the  Government 
in  silver,  it  is  not  necessary  that  gold  should  actually 
be  there  against  the  notes.     They  are  not  gold  notes 

.  so  far. 

3802.  .No,  but  still  you  have  power  to  issue  gold  P — 
If  the  Government  wishes  and  considers  it  safe  to  do  so, 
yes,  but  in  a  crisis  they  might  not.  They  could  issue 
silver  only. 

3803.  I  do  not  know  whether  you  are  aware  of  the 
fact,  but  we  have  had  experience  in  Bombay  of  serious 
runs  on  banks.  The  banks  have  been  discredited  for 
no  good  reason,  and  there  has  been  a  run  upon  them. 
That  has  happened  more  than  once.  There  is  the  fact 
that  people  do  take  fright  sometimes  and  make  a  iim 
on  a  bank,  so  that  we  might  have  a  similar  instance  of 
discredit  in  the  case  of  the  note  issue.  It  is,  therefore, 
a  question  in  my  mind  whether  it  is  advisable  to  hold 
the  gold  of  the  Paper  Currency  Reserve  in  London? — I 
think  not ;  I  think  it  should  be  held  in  India.  But 
you  must  have  sufficient  gold  reserve  here,  otherwise  I 
do  not  consider  yom-  present  Gold  Standard  Reserve 
would  be  sufficient. 

3804.  The  gold  in  India  would  stiU  support 
exchange? — Yes,  undoubtedly  for  internal  purposes, 
but  it  njight  not  for  exporting. 
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3805.  (Chairman.)  How  would  you  propose  to  secure 
that  gold  issued  in  India  in  the  circumstances  you  are 
contemplating  should  be  used  only  for  the  support  of 
exchange  ? — ^I  do  not  know  what  measures  would  be 
necessary,  but  I  know  that  it  is  done.  Holland  is 
doing  it  at  present.  She  is  supplying  gold  freely  for 
export,  but  she  does  not  bind  herseK  to  supply  it  for 
internal  purposes.  1  suppose  it  is  done  on  certificate, 
possibly  in  the  same  way  that  opium  is  shipped  to 
China  on  certificate. 

3806.  (Sir  James  Bagbie.)  I  gather  that  you  are  not 
in  favour  of  doing  anything  to  encourage  the  use  of 
gold  as  currency? — No,  I  am  not  in  favour  of  the 
Government  encouraging  it.  ,  I  do  not  think  it  is 
necessarily  a  function  of  the  Government  to  do  that, 
but  if  the  people  wish  to  have  a  certain  currency 
the  Government  should  not  interfere. 

3807.  The  people  should  get  gold  if  they  want  it  ? — 
If  they  wish  it ;  and  the  Government  should  neither 
specially  push  it  on  them,  nor  arbitrarily  interfere  with 
their  right  to  get  it. 

3808.  Have  you  heard  that  sovereigns  are  nowfrSely 
circulating  as  currency  in  certain  districts  ? — Certainly ; 
that  is  so. 

3809.  Does  that  fact  not  prove  to  you  that  gold 
coins  are  not  unsuitable  for  circulation  purposes  in 
India  ? — 1  do  not  think  they  are  unsuitable.  Histori- 
cally, I  believe  it  is  a  fact  that  there  was  a  gold 
circulation. 

3810.  Do  you  think  it  is  possible  that  in  other 
districts  where  hithex-to  rupees  have  been  the  only  or 
the  principal  medium  of  exchange,  a  change  to  the  use 
of  gold  may  develop  ? — I  think  it  is  possible. 

3811.  Let  us  suppose  a  position  similar  to  that 
which  we  had  in  1908  after  the  crisis  of  1907,  when  the 
gold  reserves  fell  to  a  low  point  and  the' reserves  of 
rapees  were  high.  I  suppose  you  would  agree  that 
such  a  situation  might  again  be  experienced .'  At  such 
a  time  the  natiu-al  desire  of  the  Government  would  be 
to  see  the  flow  af  currency  reversed,  surplus  reserves 
of  rapees  re-issued  to  the  public,  and  the  gold  reserves 
restored  ? — Tes,  that  would  be  so. 

3812.  Suppose  the  position  has  changed  in  this 
respect,  that  a  great  demand  for  gold  as  currency 
has  developed ;  if  the  currency  tide  were  reversed,  the 
public  demand  might  be  for  gold  coins  ? — ^It  might. 

3813.  How  would  you  deal  with  a  situation  like 
that  with  your  reserves  full  of  rupees  ? — Do  you  mean 
would  the  Government  tender  notes  ?  The  public 
could  im^port  sovei-eigns,  and  they  are'  doing  so  at 
present.  It  would  not  affect  the  Government  if  they 
imported  sovereigns  in  exchange  for  their  produce. 

3814.  But  how  would  the  Government  get  the  gold 
reserves  restored  if  the  gold  went  into  circulation  ? — 
If  the  Government  never  issued  the  rupees  it  would 
never  want  the  gold  backing  to  support  them,  because 
they  would  be  locked  up  in  the  Treasury. 

3815.  Then  the  rupees  would  be  left  in  the  hands 
of  the  Government  ? — Pro  tanto  the  Government 
liability  would  be  lessened  by  the  amount  of  gold  ttat 
is  given  out  for  rupees. 

3816.  The  gold  reserve  would  cease  to  exist  then  ? 
— If  India  became  a  gold  cmTency  country  the  position 
might  not  be  imlike  that  of  the  United  States,  where 
they  have  an  enormous  amoimt  of  dollars  which  cannot 
get  into  circulation  which  are  in  the  cellars  of  the 
Treasury.  It  rests  entirely  on  the  habits  of  the  people. 
It  may  come,  but  if  it  does  it  wiU  probably  come 
p-adtially. 

3817.  Tou  stated  as  an  objection  to  the  10-rupee 
coin  that  it  might  check  the  circulation  of  the  10-rupee 
note  ? — I  think  so. 

3818.  Do  sovereigns  cteck  the  circulation  of  notes  ? 
— There  is  no  comparison  there. 

3819.  Not  as  regards  the  amount  P — The  small 
lO-iTipee  note  is  less  than  a  sovereign,  and  the  larger 
notes  which  are  used  for  trade  purposes  do  not  compete 
with  the  sovereign  in  identical  amount.  If  you  had 
a  coin  which  actually  competed  with  an  existing  note  it 
might  possibly  be— I  do  not  know,  and  I  should  not 
Kke  to  make  predictions  about  tilings  Indian — that  it 
would  affect  the  cii-culation  of  the  note  io  whi^h  i^  yr^^ 
of  equal  value. 


3820.  But  so  far  the  note  circulation  is  not  afEeioted  P 
— So  far  it  is  not.  I  would  rather  attribute  the 
increased  circulation  of  the  note  in  India  to  the 
abolition  of  the  circles — that  is,  to  the  universality  of 
the  note,  than  to  the  mere  fact  that  it  is  due  to  other 
causes. 

3821.  Tou  also  fear  that  the  10-rupee  piece  might 
become  popular  as  a  new  ornament  and  disappear  ^om 
circulation  ? — ^It  possibly  would.  That  is  the  opinion 
of  some  of  the  most  persistent  attackers  of  the  present 
system,  "  The  Times  of  India  "  for  instance. 

3822.  Even  if  that  proved  to  be  the  case,  would  it 
not  be  an  advantage  in  so  far  as  it  reduced  the  necessity 
for  fresh  silver  coinage  ? — Not  if  it  disappeareij — only 
if  it  passed  into  circulation. 

3823.  Instead  of  issuing  fresh  silver  coins,  if  the 

10-rupee  coin  went  into  the  hands  of  the  public ? 

— ^And  became  an  ornament,  it  would  not  afEect  the 
circulation. 

3824.  But  it  would  save  the  Government  the 
necessity  of  coining  ?— How  would  it  ? 

3825.  If,  instead  of  coining  fresh  rupees,  they 
issued  10-rapee  pieces  P^-No,  because  they  would  have 
to  issue  10  rupees  for  trade  purposes,  but  if  they  are 
issuing  10-rupee  coins  which  become  ornaments  on  a 
woman's  neck 

3826.  Does  it  make  any  difference  whether  the 
coin  goes  into  circulation  or  into  hoards  ? — I  think  so 
on  exchange.  The  rupee  will  come  back  possibly  for 
export,  the  ornament  is  less  likely  to  do  so  except  in 
the  case  of  famine,  when  the  ornaments  do  come  back 
we  know.  I  think  there  is  a  great  difference  between 
the  two  cases,  if  I  may  respectfully  suggest  that. 

3827.  (Sir  Sha^ni/rji  Broacha.)  Tou  say  the  Govern- 
ment must  not  allow  great  accumulations  of  money, 
but  that  they  shoidd  deal  with  the  surpluses  of  In^ 
as  surpluses  ai-e  dealt  with  in  England,  and  let  them 
go  to  a  sinking  fund  for  the  reduction  of  debt.  Say; 
for  instance,  that  they  have  a  surplus  of  7  miUions 
this  year  and  apply  it  to  liquidate  debt,  although 
they  may  have  shortly  to  bon-ow  7  millions,  and  are 
wanting  15  millions  or  12  miUions  for  public  works; 
would  it  not  be  a  great  advantage  rather  than  reducing 
taxation  to  go  on  building  with  the  surpluses  public 
works  which  are  so  fruitful  ? — ^In  the  first  place,  you  say. 
Would  it  be  advisable  to  pay  back  those  debts  if  you 
are  going  to  raise  fresh  debt  shortly  P  I  think  I  liave 
already  answered  that.  In  reply  to  Sir  Robert 
Chalmers  I  said  if  it  is  a  near  liability  no ;  but  if  it  is  a 
liability  of  two  or  three  yeai-s  hence,  then  undoubtedly 
that  should  not  interfere  with  the  proper  use  of  the 
sinking  fund. 

3828.  India  wants  12^  miUions  or  15  miUibns  for 
public  works  every  year,  so  it  would  make  very  little 
difference  on  the  whole.  These  large  siu-pluses  are 
accumulated  owing  to  cei-tain  causes.  Take  the  opium, 
for  instance,  the  Government  could  not  have  reduced 
that  P— No.  ' 

3829.  Then  there  was  about  7  miUions  of  revenue 
which  the  Government  could  not  have  anticipated,  so 
that  out  of  a  surplus  of  22  miUions  13  millions  belong 
to  two  items  which  the  Government  never  anticipated  ? 
— ^But  the  fact  is  that  according  to  their  own  apology 
or  excuse  they  hold  up  these  large  balances  whUe  at 
the  same  time  borrowing  or  renewing  debt. 

3830.  That  would  be  a  very  complicated  trans- 
action from  a  merchant's  point  of  view  and  a  banker's 
point  of  view  ?— Very.  I  think  they  are  wrong,  and  I 
venture  to  submit  to  the  Committee  that  it  is  an 
apologetic  excuse,  but  not  a  sufficient  defence. 

3831.  Should  they  use  their  surplus  to  reduce  the 

debt,  or  tg  buUd  i-ailways  and  other  public  works," 

They  did  neither  one  nor  the    other,    and    I  have 
submitted  a  case  where  Sir  James  Westlaiid  did  both." 

3832.  .What  did  he  do."— He  had  a  surplus  of  10 
or  11  crores  in  1894-5  owing  to  his  holding  up  of 
CouncU  biUs  in  1893.  The  result  was  that  he  was 
landed  with  10^  crores  of  rapees  stored  in  his  treasmies 
which  he  solemnly  undertook  not  to  spend  on  railways 
or  other  purposes,  because  it  would  interfere  with  his 
cun-ency  scheme.  He  pledged  himself  to  that  in  his 
budget  of  1894-5 ;  I  have  hie  exact  words.     Within  18 
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months  he  had  s]jfent  those  10|  crores  (which  was  a 
distinct  hreach  of  faith  that  we  ventured  to  accuse 
him  of  at  the  time)  on  railways  partly  and  partly  in 
avoiding  rupee  loans. 

3833.  That  is  a  long  time  ago  ? — Do  you  wish  me 
to  say  whether  we  should  use  that  surplus  for  railway 
or  other  public  works?  If  you  mean  to  say  that  a 
surplus  wMch  shows  Itself  at  the  end  of  a  financial 
year  is  to  he  employed  in  puhlic  works,  then  I  say  that 
that  is  a  most  \icious  and  demoralising  way  of  bud- 
geting. All  public  works,  railways,  &c.,  should  be 
duly  set  forth  in  the  budget,  and  should  be  criticised 
in  the  Legislative  Council. 

3834.  How  would  you  budget  the  next  year's  rail- 
way revenue — on  the  basis  of  this  year's,  I  suppose  ? — 
But  you  always  estimate  before  you  say  what  you  caii 
allow  for  railways  year  by  year. 

3835.  Take  two  consecutive  years ;  if  the  railways 
have  earned  a  certain  amount  in  the  iirst  year,  I 
suppose  you  would  budget  for  the  same  amount  the 
next  year  in  order  to  be  safe,  but  at  the  same  time  you 
are  not  sure  what  the  monsoon  is  likely  to  be  ? — I  am 
not  thinking  of  the  earnings,  I  am  thinking  of  the 
expenditure.  Assume  that  we  have  budgeted  for  an 
expenditure  of  12  millions  on  railways  for  this  next 
year,  and  that  at  the  end  of  the  year  the  Government 
finds  itself  in  possession  of  a  surplus  of  5  millions, 
are  you  suggesting  that  they  should  spend  tha,t  on 
further  luilways  or  public  works  ?  It  has  not  been 
budgeted  for,  it  has  not  been  agreed  to,  it  has  not 
been  criticised  or  debated  in  the  Legislative  Council, 
and  I  think  it  is  wrong. 

3836.  (Chairman.)  May  I  put  the  case  to  you  as  it 
appears  to  me,  which  is  not  exactly  as  you  see  it.' 
Supposing  the  Government  has  a  railway  programme 
requiring  12  millions  and  they  budget  for  a  surplus 
over  theii-  current  expenditure  of,  we  will  say,  5 
millions,  out  of  which  they  propose  to  pay  a  part  of 
that  railway  expenditure,  and  they  propose  to  borrow 
the  other  7  millions  required  to  carry  out  the  whole  of 
it.  As  the  year  goes  on  the  revenue  comes  in  so  weU 
that  they  find  they  have  a  surplus  not  of  5  millions 
but  of  12  millions,  and  they  then  spend  the  extra 
7  niillions  of  surplus  in  that  railway  construction. 
Why  should  they  pay  off  debt  with  it  on  the  one  hand, 
and  borrow  7  millions  in  the  London  market  for 
railway  construction  with  the  other  ? — Was  that  not 
dealt  with  in  my  previous  remark,  that  if  the  borrowing 
is  near,  certainly  they  should  avoid  the  borrowing  ? 
Then  it  is  the  same  thing  as  paying  off  debt ;  but  if  it 
is  a  question  of  wanting  to  boiTow  two  years  hence, 
then  I  say  that. should  not  be  allowed  to  interfere  with 
your  paying  off  floating  or  other  debt. 

,  -  3837.  Do  you  suggest  in  the  case  of  the  balances  of 
recent  years  the  Government  in  deciding  what  to  do 
with  them  consciously  postponed  their  use  for  two  or 
more  years  ? — I  do  not  know  the  mind  of  the  Govern- 
ment, but  I  know  what  happened.  I  know  that  the 
balances  steadily  accumulated  year  after  year  for  two 
or  thi'ee  years,  and  that  it  was  not  owing  to  extra- 
ordinary circumstances  that  these  additions  were 
made,  .because  the  existing  balances  were  due  to 
known  circumstances. 

3838.  Was  not  the  unexpected  balance  of  the  first 
year  worked  off  in  the  main  pretty  quickly,  the  high 
figure  at  the  end  of  the  second  year  being  the  result  of 
another  surplus,  not  of  the  retention  of  the  first 
surplus  ? — The  total  net  surpluses  were  about  10  to 
11  millions  according  to  the  statement,  but  the 
balances  were  higher  than  that;  the  balances  were 
18  millions  to  20  millions,  I  believe,  at  one  time. 

3839.  (Mr.  Gillan.)  I  do  not  know  whether  you 
think  that  the  railway  expenditure  is  suddenly  made  . 
without  being  budgeted  for.  In  the  case  you  put 
that  is  not  what  happens.  The  extra  surplus  of  one 
year  is  carried  forward  as  a  balance  to  start  the  next 
year,  and  it  is  on  the  basis  of  that  balance  that  the 
milway  programme  for  the  following  year  is  built 
upP^That  I  would  agree  to;  but  that  surplus  was 
earned  foi-ward  in  the  shape  of  a  cash  balance  which 
grew ;  in  other  words,  whatever  way  you  look  at  it 
these  balances  were  not  expended. 


3840.  What  has  happened — ^have  they  disappeaxed  ? 
— This  year  they  have  disappeared— after  four  years 
as  a  matter  of  fact. 

3841.  They  have  finally  been  reduced  ? — Finally. 

3842.  And  in  the  meantime  you  have  maintained 
a  railway  programme  of  9  or  10  millions  a  year  with 
practically  no  borrowing  ? — The  question,  of  course, 
suggests  itself  to  one's  mind  how  far  this  rapid 
reduction  of  the  balances  has  been  due  to  the 
clamour  that  has  been  raised. 

3843.  (Sir  Shapwrji  Broacha.)  Do  you  say  the 
gold  against  the  currency  circulation  should  not  be 
kept  here  ? — I  think  as  the  sole  pmrpose  of  the 
currency  reserve  is  to  secure  the  convertibility  of 
the  note,  necessarily  that  implies  that  the  metallic 
reserve  should  be  kept  where  the  note  is. 

3844.  What  difference  would  it  make  when  the 
holder  of  the  note  knows  that  so  much  in  silver  and 
so  much  in  gold  is  placed  there  and  in  England? 
Ton  are  not  afraid,  are  you,  that  all  the  gold  will  be 
taken  away  in  a  day  and  there  will  be  no  time  to 
send  the  7  millions  to  India  ? — I  am  not  afraid,  and 
I  do  not  think  many  people  are  really  afraid,  but 
it  has  led  to  Very  great  outcry. 

3845.  There  ai-e  a  great  deal  too  many  outcries 
which  are  created  not  by  the  people  but  by  outsidei-s  ? 
— The  result  of  the  outcry  is  this  Commission. 

3846.  What  difference  does  it  make  ?  Is  not  the 
first  line  of  the  defence  of  exchange  not  to  give 
sovereigns  against  rupees? — My  own  idea  is  that 
that  is  a  mere  phrase.  The  first  line  of  defence  for 
a  currency  system  which  is  not  based  on  a  gold 
currency  is  undoubtedly  the  fund  which  is  raised  to 
secure  the  exchangeable  value  of  the  rupee.  There- 
fore the  first  line  of  defence  for  such  a  scheme 
exists  in  the  Gold  Standard  Reserve. 

3847.  Is  it  right  to  disturb  it  so  long  as  you  have 
the  Currency  Reserve  to  pay  against  it  and  maintain 
the  exchange  ? — I  think-  I  have  said  I  would  not 
disturb  it  until  the  Gold  Standard  Reserve  is  placed 
at  a  sufficient  figure. 

3848.  What  good  is  there  in  sending  that  seven 
millions  to  India  ? — What  benefit  do  you  derive  by 
keeping  it  here  ? 

3849.  At  present  I  should  keep  it  hete.  Tou  can 
draw  on  that  gold,  but  then  you  have  to  pay  double 
expenses  ?— At  present — I  quite  agree,  and  I  have 
said  so. 

3850.  There  is  no  great  force,  then,  in  the  argu- 
ment that  that  gold  should  be  in  India  and  not  here  ? 
— The  objection  I  see  to  keeping  it  here  is  that  if 
you  once  get  a  sufficient  Gold  Standard  Reserve  to 
secure  the  convertibility  of  the  rupee  it  is  not  neces- 
sary, and  it  is  certainly  neeessaty,  or  ought  to  be 
necessary,  where  the  note  is  circulated 

3851:  It  is  kept  here  by  law;  they  passed  a  law 
to  that  effect  ? — Not  to  keep  it  here,  but  that  it  may 
be  kept  here. 

3852.  The  people  of  India  know  that  law  ? — Tes. 

3853.  And  the  people  have  not  been  very  uneager 
to  take  those  notes,  because  the  circulation  is  increas- 
ing ? — I  admit  that. 

3854.  Do  you  think  that  the  10-rupee  gold  piece 
would  check  the  circulation  of  the  10-rupee  note  ? — I 
think  it  might. 

3855.  The  circulation  of  this  10-rupee  note  has 
increased  the  total  circulation ;  would  it  not  be  a 
waste,  therefore,  to  have  10-rupee  gold  pieces  and 
drive  away  10-rupee  notes  ? — Quite  so. 

3856.  If  for  no  other  reason  than  for  the  loss  in 
weight  ? — Quite  so. 

3857.  I  suppose  you  know  that  when  Lord  Goschen 
spent  about  900,000?.  in  restoring  the  weight  of  the 
gold  coins,  about  two-thirds  went  into  the  abrasion 
of  the  half-sovereign  pieces,  and  only  about  one-third 
into  the  other  ? — ^I  know  that. 

3858.  The  smaller  the  coin  the  more  danger  there 
is  in  that  direction  ? — That  is  tme. 

3859.  If  the  people  once  know  the  value  of  the 
note  they  wUl  know  that  a  10-nipee  note  will  bring 
them  as  much  as  10  rupees  in  gold  or  10  rupees  in 
silver ;  that  is  to  say,  it  wiU  buy  10  rupees  worth  of 
goods  on  the  market  ? — ^Tes. 
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3860.  It  will  do  that  just  as  well  as  a  10 -rupee  gold 
piece ? — That  is  the  very  essence  of  a  papei-  curiency. 

3861.  So  there  would  be  no  great  benefit  in  having 
a  10-i-upee  gold  piece  ? — None. 

3862.  While,  of  coui-se,  there  would  be  an  absolute 
loss  in  the  weight  of  the  coin  ? — I  see  no  need  for  an 
alteration. 

3863.  I  think  you  are  not  veiy  strongly  in  favour 
of  a  State  bank  ? — No,  I  am  not. 

3864.  Tou  see  difficulties  in  the  way  ? — I  see  great 
difficulties. 

3865.  Tou  say  a  State  bank  would  have  one  advan- 
tage when  it  is  bon-owing  money  from  people,  that  it 
could  assui-e  them  of  the  safety  of  their  money  ? — A 
State  bank  would  have  a  prestige  if  it  were  recognised 
as  a  State  bank. 

3866.  Do  you  know  that  such  banks  do  not  allow 
interest  ? — They  take  deposits. 

38^)7.  Most  of  the  State  banks  do  not  allow 
interest  F — A  bank  like  the  Bank  of  England  would  not 
allow  interest  on  deposits. 

3868.  The  Bank  of  France  does  not  allow  interest? 
— The  Bank  of  France  has  a  special  business  of  its  own. 

3869.  Never  mind  what  you  call  it,  but  they  do 
help  the  small  persons  by  borrowing  their  money  and 
ensui-ing  them  the  safety  of  their  money  ? — I  have 
had  conversations  and  correspondence  on  this  subject, 
and  it  is  held  that  the  ShrofEs  would  be  largely 
depositors  with  a  State  bank,  which  they  are  not  with 
the  Presidency  banks.  How  far  that  would  go  Sir 
James  Begbie  can  probably  tell  the  Commission. 

3870.  I  suppose  the  rvtles  for  lending  by  the  State 
bank  would  be  the  same  as  the  rules  for  lending  by  the 
Presidency  banks  ? — I  would  not  like  to  predict  what 
the  rules  would  be. 

3871.  It  would  lend  on  authorised  trustee  securi- 
ties ? — I  cannot  say.  That  is  entirely  a  thing  in  the 
air  so  far. 

3872.  If  that  were  not  done  by  the  State  bank  it 
would  in  a  way  weaken  the  strength  of  those  securi- 
ties ? — The  charter  of  the  bank  would  have  to  be 
drawn  up  and  agreed  to.  I  cannot  say  what  it  would 
contain. 

3873.  Do  you  think  that  in  lending  small  sums  as 
the  Bank  of  France  does,  it  would  be  any  benefit  to 
investors  ? — The  Bank  of  France  advances  down  to 
150  francs,  I  think. 

3874.  They  wiU  discount  a  bill  down  to  25  francs, 
they  will  even  go  down  so  low  as  6  fi-ancs.  Would  a 
State  bank  do  that  ?  Would  they  advance  in  that  way 
for  the  benefit  of  the  interior  trade  or  industry? — I 
pointed  out  that  it  would  take  a  very  well  trained 
and  a  very  large  and  very  expensive  staff  to  do  it  in 
India.     I  doubt  whether  it  would  be  done. 

3875.  I  agree  it  would  be  very  expensive,  and  that 
it  would  require  a  very  large  staff,  and  I  suppose  the 
Government  would  not  save  much  ;  I  suppose,  for  in- 
stance, that  all  their  travelling  staff  in  the  accounts 
department  and  other  departments  would  still  have  to 
be  maintained  ? — That  I  cannot  say. 

3876.  (Mr.  Keynes.)  Do  you  think  it  possible  that 
a  State  bank  might  attract  a  new  class  of  depositors  ? — 
I  think  it  is  possible. 

3877.  Is  it  possible  that  the  co-operative  societies 
would  themselves  bank  with  the  State  bank,  and  that 
it  would  be  a  convenience  to  them  ? — I  do  not  like  to 
make  any  prophecies  at  all  about  that. 

3878.  If  the  State  bank  were  to  enter  into  exchange 
to  the  extent  of  caiTying  out  the  Secretary  of  State's 
remittances  and  no  further,  that  would  involve  some 
interference  with  the  existing  interests  of  exchange 
banks,  would  it  not  ? — It  would  involve  some 
interference. 

3879.  Is  this  a  case  where  vested  interests  ought, 
in  your  opinion,  to  ba  respected  ? — That  is  an  ex- 
ceedingly difficult  question.  I  have  a  great  respect  fcr 
vested  interests  in  any  walk  of  life.  If  the  Govern- 
ment is  convinced  that  this  would  be  for  the  benefit  of 
the  people  as  a  whole  they  can  ovenide  any  vested 
interests.  It  is  merely  a  question  for  the  Government 
not  for  me. 


3880.  That  is  a  general  principle;  you  have  not 
any  opinion  as  to  its  application  in  this  instance  ? — No, 
I  have  not. 

3881.  (Sir  Ernest  Cable.)  Sir  Robert  Chalmers,  I 
think,  put  to  you  the  question  that  perhaps  the  use  of 
cheques  might  curtaU  the  circulation  of  cun-ency 
notes;  from  your  experience  in  India,  do  you  think 
that  cheques  will  be  nsed  at  all  throughout  the  whole 
country  beyond  the  Presidency  towns  ? — Not  within 
any  period  that  I  qan  look  foi-ward  to  myseH.  They 
will  be'  confined  to  the  Presidency  towns'  business. 

3882.  And  that  is  very  nearly  covered  b}'  cheques, 
I  should  think  ? — I  supposed  so  until  I  read  the  com- 
plaint I  have  previously  mentioned. 

3883.  Still,  the  fear  of  curtailing  the  currency  note 
issue  by  reason  of  the  increased  use  of  cheques  is 
rather  problematic,  after  aU  ? — I  should  think  cheques 
would  rather  be  an  addendum  to  the  note  circulation 
than  a  substitution  for  it,  gi-anted  a  continuous 
expansion  of  trade. 

3884.  A  good  deal  has  been  said  about  the  surpluses, 
of  the  Government  in  India  and  their  application.  1 
believe  it  is  a  fact  that  the  development  of  the  countiTr 
would  have  been  crippled  very  much  unless  those 
siirpluses  had  been  devoted  to  productive  worts.  That 
being  the  case,  do  you  still  object  to  those  surpluses 
having  been  created,  so  to  speak,  by  taxation  ? — What 
has  happened  apparently  is  that  the  revenue  of  the 
Government  of  India  has  been  anticipated  by  a  year  or 
more  ;  in  other  words,  the  Government  has  collected 
more  for  a  given  year  in  some  shape  or  form,  from 
opium  or  from  railways  or  fi-om  the  taxpayers,  than  it 
should  have  done;  in  other  words,  the  texpayers  of 
the  country  have  been  deprived  for  that  one  year,  or 
for  a  longer  period,  of  the  use  of  their  own  income  or 
money,  as  the  case  may  be — of  their  own  products,  the 
Government  having  deliberately  withdrawn  that  from 
the  taxpayer.  The  rupee  with  which  he  paid  his  tax  is 
only  a  token,  but  what  has  really  happened  is  that  an 
equivalent  amount  of  produce  has  left  the  eountiy  as 
against  those  taxes,  and  the  taxpayer  has  lost  by 
paying  his  taxes  before  they  were  due. 

3885.  There  is  a  school  of  finance  in  India  who 
hold  the  opinion  that  a  steady  unfluctuating  i-ate  of 
taxation,  not  reducing  immediately  there  is  a  surplus, 
but  keeping  it  as  steady  as  possible,  operates  jjettei- 
for  the  welfare  of  the  inhabitants  as  a  whole,  because 
the  surplus  is  returned  to  India  in  the  shape  of  pro- 
ductive works  from  which  the  agriculturist  benefits. 
Tou  do  not  hold  that  view,  possibly  ? — ^I  do  not  object 
to  the  revenue  being  kept  on  what  you  would  call 
apparently  a  normal  basis,  and  I  do  not  object  to 
taxes  not  being  reduced  in  such  circtimstances,  but  I 
do  object  to  taxes  having  been  imposed  when  events 
have  proved  that  with  a  little  more  optimism  they 
would  not  have  been  required. 

3886.  With  regai-d  to  the  loans  by  Government  to 
the  Presidency  banks  and  others,  you  suggested  that 
the  Government  should  lend  at  somewhat  below  the 
bank  rate ;  otherwise  the  market  —  you  used  these 
words — would  not  be  tempted  to  boiTow.  It  is  not  the 
business,  you  wiU  admit,  of  the  Government  to  tempt 
people  to  borrow  their  money,  is  it  ? — I  agree,  only  I 
think  the  question  arises  in  connection  with  the  duty  of 
the  Government  to  assist  trade  by  loans  in  India  as 
well  as  assisting  the  London  mai-ket  by  loaning  in  this 
country.  That  is  how  I  put  it.  If  you  make  it  the 
duty  of  the  Government  to  assist  trade  by  loans,  then 
you  certainly  must  make  it  the  duty  of  the  Govei-nment 
to  assist  it  at  a  rate  which  will  be  a  profitable  one  to  the 
trade  that  it  is  helping.  If  the  Government  is  going  to 
exact  the  uttermost  farthing  it  puts  an  impediment  on 
the  free  use  of  its  balances.  I  think  that  Lord  Paber 
put  the  matter  on  veiy  sound  ground  when  he  suggested 
practically  putting  them  up  for  tender.  I  think  that 
would  quite  meet  my  views,  and  it  is  a  much  better  way 
of  putting  it  than  I  had  myseH  ventured  to  suggest. 

3887.  It  is  a  notorious  fact  that  India  cannot  bon-ow 
enough  money  for  its  development  on  the  terms  of  the      i 
present  moment.     Do  you  think  by  increasing  the  rate 

of  interest  we  should  get  all  we  want  in  that  way  ? — 
India  is  not  singular  in  that  respect  in  these  times,  and 
the  loans  which  were  raised  jn  India  in  rupees  stand  at 
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a  very  high  figure  comparatively.  I  have  always  been 
inclined  to  think  of  late  years  that  the  Government 
might  often  borrow  better  in  India  and  increase  its 
balance  in  India  rather  than  face  the  very  much 
oppressed  London  market. 

B88S.  Have  you  any  remarks  to  make  on  the  subject 
of  the  largely  increasing  exports  of  gold  to  India  ?  Do 
you  thinkj  for  instance,  that  they  would  seriously 
interfere  with  the  sale  of  Council  drafts  ? — They  have 
not  done  so. 

3889.  And  you  do  not  think  that  they  evei'will  do 
sop— -I  do  not  see  how  they  can  if  the  Secretary  of 
State  meets  his  market  freely.  They  will  never  ship 
gold  if  they  cin  get  Council  bills  at  a  better  rate.  I 
have  only  mentioned  the  specie  point  in  connection 
with  new  coinage,  remember.  Otherwise  I  should 
suggest  that  the  Secretary  of  State  will  do  the  best  for 
himself  if  he  meets  his  market  freely. 

3890.  I  gather  generally  from  your  memorandum 
that  if  existing  interests  are  safeguarded  you  have  no 
objection  to  the  institution  of  a  central  bank  or  a  State 
bank  ? — No,  certainly  not.  My  only  objection  to  any 
State-aided  institution  is  that  it  might  interfere  unfairly 
with  private  enterprise.  I  think  that  what  is  wanted 
in  India,  as  in  most  other  countries,  is  more  private 
enterprise  and  less  State  interference. 

3891.  It  is  suggested  that  because  there  was  no 
popular  demand — I  think  those  were  the  words — ^for 
such  an  institution,  therefore  it  should  not  be  given, 
but  I  would  ask  you,  as  a  man  with  Indian  experience, 
whether  in  most  matters  in  India  thei-e  is  not  very  little 
popular  demand? — In  what  way  am  I  to  understand 
that  popular  demand  —  on  the  part  of  the  European 
community  ? 

3892.  I  mean  there  is  very  little  expression  of 
opinion  ? — Yery  little.  Opinion  there  is  not  focussed 
in  the  same  way  as  it  is  in  this  country. 

3893.  I  think  I  heard  you  say  that  you  had  no 
experience  of  the  hundi  market  ? — I  have  no  personal 
experience  of  it. 

3894.  So  perhaps  it  is  no  use  for  me  to  ask  what 
is  your  opinion  as  to  the  value  of  the  hundi  as  a 
document  ? — As  a  security,  no. 

3895.  Tou  do  not  think  it  is  particularly  sound  ? — 
Not  being  acquainted  with  it,  I  woiild  rather  not  answer. 

3896.  When  the  Fowler  Committee  used  the  term 
"  gold  "  in  connection  with  the  G-old  Standard  Reserve 
do  you  think  that  they  meant  to  include  sterling 
securities  ? — No,  certainly  not.  I  think  their  report  is 
extremely  clear  and  decisive.  May  I  just  read  you 
two  or  three  words  that  I  had  noted  about  that  point  ? 
The  following  words  seem  to  me  quite  decisive  on  that 
point.  In  paragraph  60  of  their  report,  speaking  of 
this  Gold  Standard  Reserve,  they  say  it  is  to  be  kept 
"  entirely  apart  from  the  Paper  Currency  Reserve  and 
"  the  ordinary  Treasury  Balances."  That  implies,  I 
take  it,  absohitely,  that  it  was  to  be  kept  in  India, 
because  otherwise,  if  it  was  to  be  kept  in  another 
country,  why  put  in  the  words  "  entirely  apart  from 
"  the  Paper  Currency  Reserve  and  the  ordinary 
"  Treasury  Balances  "  ?  It  must  be  apart  if  kept  in 
England.  Therefore,  I  think  the  very  fact  that  they 
said  keep  it  apart  from  those  things  which  existed  in 
India  must  imply  that  it  was  to  be  kept  in  India. 
"With  regard  to  what  it  consists  of,  the  following  words 
taken  from  paragraph  59  seem  to  me  rather  conclusive, 
"  if  the  exchange  showed  a  tendency  to  fall  below  specie 
"  point,  the  Government  may  remit  to  England  a  por- 
"  tion  of  the  gold  which  it  may  hold."  I  can  only 
read  that  to  mean  if  they  had  gold  in  India  they 
should  remit  gold  back ;  and  again,  "  when  it  has 
'•  accumiilated  a  sufficient  gold  reserve,  and  so  long 
"  as  gold  is  available  in  its  Treasury ,^^  it  might 
"  discharge  its  obligations  in  India  in  gold." 

3897.  And  that  was  the  general  commercial  opinion 
throughout  India  ?— That  it  was  to  be  held  in  gold  ? 
I  will ''not  say  whether  I  consider  it  an  unwise  or  wise 
system,  but  I  think  the  present  system  is  working 
better  than  the  one  suggested  by  the  Fowler  Committee 
would. 

The  witness 


3898.  {Chairman.)  Tou  said  just  now,, in  answer  to 
Sir  Ernest  Cable,  that  you  thought  the  Indian  Govern- 
ment might  with  advantage  borrow  more  in  India  and 
less  in  London  ? — I  do  think  so. 

3899.  Tou  added  that  you  thought  that  what  India, 
like  a  great, many  other  countries,  suffers  from  at  the 
present  time  is  an  excess  of  Government  enterprise, 
and  that  it  would  be  a,n  advantage  if  more  were  done 
by  private  entei-prise  ?^I  think  that  is  always  the  case, 
especially  in  India.  It  would  be  an  advantage  if  more 
opportunities  were  given  to  private  enterprise. 

3900.  Do  you  think  that  the  Indian'  Government 
could  reduce  their  need  for  boiTowing  for  development 
purposes  if  they  made  the  terms  rather  more  attractive 
to  private  enterprise  to  carry  out  the  same  works  ? — 
The  accusation  has  been  made  for  years,  and  repeated, 
and  I  have  read  a  great  deal  on  the  subject,  that  the 
promoters  of  railway  enterprise  have  great  trouble  in 
securing  concessions  for  the  construction  of  railways  in 
India.  That  has  been  a  complaint  of  long  standing. 
How  far  it  is  justified  I  do  not  take  upon  myself  to  say, 
but  that  it  has  existed,  and  has  been  repeated,  is  a  fact. 

3901.  Have  you  heard  much  complaint,  or  any 
complaint,  as  to  the  use  by  the  Indian  Government 
of  their  rights  of  pre-emption  ? — When  railways  have 
been  taken  over  by  Government  there  have  been  loud 
complaints  at  times. 

3902.  Do  yoii  think  that  some  change  of  policy  in 
those  respects  would  lead  to  the  influx  of  private 
capital  in  lai-ger  amounts  than  has  been  the  case  ? — 
Now  that  the  exchange  value  of  the  rupee  has  been 
secured,  I  certainly  think  it  would.  Previously,  with 
open  mints  and  an  unstable  currency,  I  should  not 
have  thought  so. 

3903.  Tou  would  desire  the  Indian  Government, 
then,  I  gather,  to  take  into  their  serious  consideration 
whether  they  could  not  attract  more  private  capital, 
and  so  lo<yer  their  own  needs  for  bowowing,  by  some 
revision  of  their  policy  in  this  i-espect  ? — Tes,  I  do. 

3904.  Tou  spoke  in  your  precis  (Appendix  XIX., 
page  544  paragraph  6),  and  I  think  in  answer  to 
Sir  Robert  Chalmers,  of  the  greatest  need  of  the 
present  time  being  a  code  of  clear  regulations  on 
the  subject  now  engaging  the  consideration  of  this 
Commission  ? — Tes. 

3905.  In  answer  to  Sir  Robert  Chalmers  you 
suggested  certain  regulations  in  respect  of  the  Gold 
Standard  Reserve.  1  do  not  think  that  you  mentioned 
any  other  subject  on  which  you  thought  new  regula- 
tions desirable  ? — It  was  in  connection  with  that  part 
of  the  precis  headed  "  Gold  Standard  or  Gold 
Currency,"  (Appendix  XIX.,  page  543)  and  I  was  think- 
ing solely  of  the  maintenance  of  the  rupee  and  the 
regulations  necessary  for  that  end  in  making  those 
remarks. 

3906.  The  regulations  you  had  in  mind  were  such 
regulations  as  you  have  spoken  of  in  dealing  with  the 
Gold  Standard  Reserve,  were  they  ? — Tes. 

3907.  Tou  wish  them,  I  think,  to  be  statutory 
regulations  ? — I  wish  the  Government  to  undertake, 
either  statutorily  or  in  any  other  binding  form,  its 
responsibility  with  regard  to  this  currency. 

3908.  Tou  have  also  expressed  the  desire  that  the 
amount  of  the  Gold  Standard  Reserve  should  be  fixed, 
not  by  mere  guesswoi'k,  but  on  some  definite  pilnciple 
or  analogy  ? — ^Analogy,  principle,  or  experience. 

3909.  Tou  have  told  us  at  what  amount  you  would 
fix  it  if  you  followed  what  you  called  the  analogy  of 
the  English  bank  ? — Tes,  I  have. 

3910.  But  I  do  not  think  you  have  told  us  at  what 
amoimt  you  would  fix  it  if  you  acted  in  the  hglit  of  the 
experience  of  the  crisis  of  1907-8  ? — I  think  it  figures 
out  to  very  much  the  same.  Taking  the  loss  of  gold 
at  17  millions,  plus  about  3  millions  Council  bills,  the 
shortage  for  the  yeai',  speaking  from  memory,  was 
about  20  millions  or  21  millions,  and  I  said  there 
should  be  50  per  cent,  for  apprehension,  which  would 
run  to  30  millions  again,  which  would  be  the  same 
figure  as  I  got  by  the  other  formula. 

3911.  And  of  that  you  would  in  the  same  way  keep 
half  in  actual  gold  ? — I  suggested  that  as  a  basisi 

withdi'ew. 


0    19067 


M  3 


182 


ROYAL  COMMISSION   ON   INDIAX   FINANCE   AND  CURRENCY  : 


At  the  India  Office,  Whitehall,  S.W. 


TENTH   DAY. 


Thursday,  July  3,  1913. 


Present : 
The  TliGHT  Hon.  AUSTEN  CHAMBERLAIN,  M.P.  (ClMirman). 


Lord  Faber. 

Lord  KiLBRACKEN,   Gr.C.B. 

Sir  Robert  Chaxmers,  K.C.B. 

Sir  Ernest  Cable. 

Sir  Shapttrji  BtTRJORJi  Beoacha. 


C.S.L 


Sir  James  Besbie 
Mr.  Robert  Woodburn  Gillan, 
Mr.  Henry  Neville  Gladstone. 
Mr.  John  Matnard  Keynes. 

Mr.  Basil  P.  Blackbtt  (Secretary). 


Sir  Alexander  McRobeet  called  and  examined. 


3912.  (Chairman.)  Would  you  be  good  enough  to 
telj  me  briefly  what  your  Indian  experience  has  been  ? 
— I  have  been  29  years  in  India,  and  I  have  been  the 
whole  of  that  time  engaged  on  woollen  manufacture. 
I  have  been  chiefly  resident  in  Cawnpore,  but  I  also 
have  a  close  connection  with  an  associated  institution 
in  the  Gui-daspur  district  of  the  Punjab. 

3913.  I  think  for  some  time  you  were  president  of 
the  Upper  India  Chamber  of  Commerce  ? — I  was. 

3914.  Tou  were  also  a  member  of  the  <  Legislative 
Council  of  the  United  Province^  for  eight  years  ? — Yes. 

3915.  Do  you  appear  before  us  to-day  in  a  i-epre- 
sentative  capacity  ? — Tes.  I  have  been  nominated  by 
the  Upper  India  Chamber  of  Commerce. 

3916.  May  I  ask  you  first  about  the  balances? 
What  do  you  say  about  the  cash  balances  in  London  in 
recent  yeare  ? — From  the  retioms  I  find  that  the 
closing  balance  on  31st  March  1910  was  nearly 
13  millions;  the  following  year  it  was  16,700,0002.,  and 
in  1912  it  was  18,4O0,000L  Then  apparently  in  the 
course  of  last  year  they  began  to  use  up  these  balances, 
and  it  was  reduced  to  something  imder  nine  millions  on 
31st  March  1913,  the  normal  working  balance,  as  I 
understand,  being  approximately  four  millions. 

3917.  Do  you  regard  the  recent  balances  as 
unnecessarily  high  ? — It  is  a  little  difiictilt  to  answer 
that  yes  or  no,  because  it  is  like  being  wise  after  the 
event.  I  have  no  doul>t  the  India  Office  uses  a  wise 
discretion  in  keeping  its  balances  up,  and  it  seems  a 
little  hard  upon  them  now  when  we  know  all  about  it 
to  say  that  they  should  have  done  something  difiEei-ent. 

3918.  Tou  do  not  blame  them,  I  understand,  for 
not  having  foreseen  that  their  balances  would  be  so 
high,  but  looking  back  on  events  with  the  wisdom 
which  comes  aftei-wards,  you  think  they  were  higher 
than  they  needed  ;  does  that  represent  youi-  view  ? — 
As  regards  the  criticism  that  I  would  offer,  it  is  really 
in  a  way  Kmited  to  what  seems  to  me  the  somewhat 
unnecessary  renewal  of  India  bills  during  that  period. 

3919.  Do  you  think  outstanding  India  bills  might 
have  been  paid  off  ? — I  do  think  so.  Might  I  mention 
in  what  respect  I  find  that  they  might  have  been  paid 
off  even  assuming  that  the  India  Office  could  not  see 
into  futxirity  ? 

3920.  Please  ? — I  find  that  the  first  year  of  what 
might  be  called  am  abnoi-mal  balance  w^  the  year 
ending  Jlst  March  1909.  The  balance  then  was  just 
under  eight  millions,  which  is  about  four  milUons  more 
than  is  regarded  as  a  nonnal  working  balance.  The 
following  year  it  jumped  to  12,800,0002. ;  then  the 
figures  I  have  just  mentioned  foUow — 16,700,0002. 
and  18,400,0002.  The  figures  I  have  here  relate  to 
1910-1.  Dui-ing  the  year  1910-1,  after  having 
started  with  four  millions  in  excess  of  the  normal 
working  balance,  the  loans  floated  were  7^  millions 
and  the  debt  discharged  only  1,800,0002.  During  that 
year  India  bills  were  renewed  in  April  to  the  extent  of 
one  milli:^!:,  in  June  to  the  extent  of  2^  millions,  and 
in  Decemoer  to  the  extent  of  1^  millions.     Apparently 


the  following  year,  starting  with  a  sui-plus  balance  of 
10  millions,  these  same  bills  were  once  more  renewed 
with  the  exception  of  half  a  million,  that  is  to  say,  in 
April  there  was  a  million,  in  June  two  millions,  and  in 
December  IJ  millions. 

3921.  I  understand  you  to  suggest  that  the  India 
Office  might  properly  have  used  a  part  of  those  surplus 
balances  to  pay  off  those  bills  as  they  fell  due  ? — Tea; 
my  suggestion  is  that  that  might  have  been  done. 

3922.  It  might  have  been  done  with  advantage  in 
the  first  of  the  two  years,  and  if  it  had  not  been  done 
in  the  fii-st  it  should  have  been  done  in  the  second  ? — 
It  might  have  been  done  in  the  second. 

3923.  It  has  been  put  to  us  in  evidence  on  the 
other  side  that  this  renewal  of  bills  or  raising  of  loans 
was  done  in  accordance  with  the  budget  estimates,  and 
before  the  unexpectedly  favourable  results  of  the 
financial  year  were  known;  what  would  you  say  to 
that? — I  find  that  Mr.  Montagu,  in  the  House  of 
Commons  on  30th  July  last  year,  explained  that  the 
balances  were  largely  due  to  under-estimating  in  India, 
meaning  I  take  it,  under-estimating  revenue.  It  seems 
fairly  clear  that  he  was  substantially  correct.  At  the 
same  time  the  India  Office  knew  that  they  had  these 
opening  balances. 

3924.  Do  I  understand  you  to  think  that  with  the 
knowledge  they  had  they  might  have  revised  the 
estimated  programme,  and  it  would  have  been  wise  to 
do  so  ? — I  think  so. 

3925.  Have  you  ever  considered  whether  the  date 
at  which  the  Indian  financial  year  begins  could  be 
altered  with  advantage,  from  the  point  of  view  of 
enabling  the  finance  minister  to  estimate  more 
accurately  the  prospects  of  the  year?^-I  have  not 
considered  the  point. 

3926.  I  am  right,  am  I  not,  in  thinking  that  the 
realisation  of  the  estimates  in  India  depends  almost 
entirely  upon  the  results  of  agriculture  ? — Precisely* 

3927.  And  therefore  on  the  weather  ? — Tes.    ' 

3928.  And  that  the  estimates  have  to  be  made  at  a 
time  of  the  year  when  the  weather  is  still  impossible  to 
forecast  ? — Quite  so. 

3929.  Have  you  any  objection  to  the  system  of 
lending  out  Indian  balances  in  London .- — No,  I  do  not 
think  I  have.  It  seems  to  me  that,  since  the  balances 
existed  they  were  better  in  London  than  anywhere 
else ;  they  could  not  have  been  used  in  India,  and  they 
could  be  used  in  London.  Apropos  of  those  balances, 
a  certain  income  was  derived  from  them,  so  that  really 
the  only  loss,  assuming  that  they  had  paid  off  the  bills 
I  speak  of  would  be  the  difiEerence  in  the  rate. 

3930.  Did    I    understand    you    to    say    that    the 

balances  could  have  been  lent    out  in  India? The 

balances  in  India  are  not  available  for  the  purpose  of 
lending  as  they  are  in  London,  although  it  seems  to 
me  that  if  the  India  Office  can  lend  in  London  there  is 
no  reason  why  the  Government  of  India  should  not 
lend  in  India. 
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3931.  You  wQ|jld  like,  then,  to  see  the  balances  in 
India  made  available  for  lending  ? — ^Whenever  that  is 
practicable;  whenever  the  Government  of  India  feel 
that  it  would  be  safe  to  do  so. 

3932.  To  whom,  do  you  think,  they  should  lend  in 
such  circumstances  ?— I  am  inclined  to  let  them  lend 
to  anybody  who  would  give  the  proper  secm-ity,  but 
primarily  J  would  say  to  the  Presidency  banks. 

3933.  Would  you  be  inclined  to  make  a  list  of 
approved  borrowers  in  India  on  the  lines  that  have 
been  followed  in  London,  or  to  say  merely  within  the 
limit  of  our  means  we  will  lend  to  anyone  who  deposits 
certain  named  securities  with  us  ? — I  think  that,  at 
least  at  the  beginning,  I  would  certainly  limit  it  in 
the  first  place  to  the  Presidency  banks,  and  perhaps 
the  exchange  banks  if  they  care  to  have  it. 

3934.  I  understand  that  from  them  you  would  ask 
security  ? — Tes,  I  would. 

3935.  "What  securities  would  you  lend  on  ? — Govern- 
ment paper. 

3936.  Would  you  include  Port  Trust  securities? — 
I  think  I  should. 

3937.  Indian  railways  ? — I  do  not  think  any  such 
securities  are  to  any  extent  held  in  India. 

3938.  Suppose  the  Government  had  been  in  the 
habit  of  lending  out  up  to,  let  us  say,  a  sum  of 
two  millions  in  the  busy  season,  and  suppose  they  had 
done  that  for  two  or  three  years,  and  then  there  came 
a  year  in  which  their  balances  were  not  sufficient  to 
enable  them  to  make  the  loan,  do  you  think  that  would 
have  any  serious  effect  upon  the  Indian  money  market 
or  trade  ? — ^It  might  cause  a  little  extra  inconvenience 
until  matters  adjusted  themselves,  but  in  the  end  they 
would  be  no  worse  off  than  they  are  now. 

3939.  Tou  do  not  think  that  they  would  be  worse  off 
because  they  had  come  to  expect  this  relief  from  the 
Government  ? — That,  I  am  afraid,  is  more  a  matter  for 
a  banker  to  say.  I  should  not  like  to  express  an 
opinion  on  that. 

3940.  Do  you  not  think  it  rather  likely,  if  they  had 
received  this  assistance  from  the  Government  in  several 
years,  and  sviddenly,  in  what  was  probably  a  rather 
difficult  time,  they  found  that  the  assistance  was  not 
available,  that  they  would  be  inclined  to  criticise  and 
complain' of  the  Indian  Government  .P — I  think  I  would 
start  rather  with  the  assumption  that  it  is  hardly 
conceivable  that  circumstances  could  arise  that  would 
make  it  inconvenient  for  the  Government  of  India  to 
lend  a  million.  The  money  market  in  India  is  ex- 
tremely narrow,  and  the  difference  of  a  million  one  way 
or  the  other  would  make  a  vast  difference  in  a  so-called 
stringency. 

3941.  At  what  rate  would  you  propose  that  the 
Government  of  India  should  lend  to  the  banks  ? — 
When  the  bank  rate  comes  to  6  per  cent.,  I  should 
then  consider  the  Government  of  India  might  come  in 
and  lend  their  balances  at  6  per  cent. 

3942.  At  the  actual  bank  rate? — Whenever  the 
bank  rate  goes  above  6  per  cent.,  I  would  let  the 
Government  of  India  give  it  to  the  banks  at  6  per 
cent.,  no  matter  what  the  bank  rate  may  be  above 
that.'    The  banks  miist  make  something. 

3943.'  Would  you  allow  them  to  make  the  full 
difference  between  6  per  cent,  and  whatever  was  the 
bank  rate  at  the  time  ?— I  would. 

3944.  Even  if  the  bank  i-ate  had  gone  to  8  per 
cent  " Quite  so.  I  am  not  sm-e  that,  on  full  con- 
sideration, I  would  limit  it  to  6  per  cent.,  but  I  think 
6  per  cent,  would  be  a  fair  basis  on  which  to  start. 

3945.  In  recent  yeai-s  I  think  the  bank  rate  has  only 
been  for  very  brief  periods  above  6  per  cent.;  do  you 
remember?— Dui-ing  this  last  cold  weather  the  rate 
has  been  steadily  high  for  a  good  many  months. 

3946.  Has  it  been  7  per  cent,  and  even  b  per 
cent.  ?— It  has  not  gone  up  above  8. 

3947  Is  the  rate  a  fairly  vmiversal  rate  over  India, 
or  does  it  vary  very  much,  for  instance,  as  between 
Calcutta  and  Bombay  ?— Madras  is  rather  higher  than 
Bombay  and  Calcutta ;  but  Bombay  and  Calcutta  ]iimp 
together  with  fair  regularity.  ,       .   .t, 

3948  Would  you  lend  equally  to  each  of  the 
Presidency  banks  ?— I  would  if  they  wovild  give  the 
same  security. 


,3949.  Without  .regard  to.  the  particulai- local  -rate 
of  interest? — Without  regard  to  that,  except  that 
anything  over  6  per  cent,  would  be  a  point  at  which 
I  would  authorise  the  Government  of  India  to  begin  to 
lend  from  their  balances. 

3950.  I  take  it  that  this  proposal  involves  the 
assumption  that  at  the  busy  time  of  the  year  the 
Government  of  India  would  have  sm-plus  money  lying 
idle  in  its  .treasuries  ? — Broadly  speaking,  that  is  the 
case. 

3951.  Suppose  that  it  came  to  the  conclusion  that 
it  was  safe  to  lend  that  money,  then,  under  your 
proposal,  it  would  lend  it  for  about  thi-ee  months  of 
the  year,  I  presume  ? — I  take  it  that  if  such  a  scheme 
were  in  operation,  it  would  not  be  needed  for  more 
than  about  three  months. 

3952.  What  would  the  Government  of  India  do 
with  the  money  during  the  rest  of  the  year  ? — What 
they  do  now. 

3953.  Leave  it  idle  ?— Tes. 

3954.  Suppose  they  once  came  to  the  conclusion 
that  it  was  safe  to  lend  it,  might  it  not  be  worth  their 
while  to  lend  it  for  six  months  or  12  months  ? — If  they 
could  do  so  on  terms  that  would  suit  them. 

3955.  They  could  afford  to  take  a  lower  rate  of 
interest  i£  they  could  lend  it  for  12  months  than  if  they 
could  only  lend  it  for  three  months  ? — I  think  one 
must  consider  that  if  the  Government  of  India  is  run 
properly,  it  would  not  have  these  surplus  balances  all 
the  year  romid. 

3956.  I  rather  gather  that  you  think  the  balances 
in  India  as  well  as  in  London  have  been  unnecessarily 
high  in  recent  years  ? — I  do  not  feel  that  very 
strongly. 

3957.  Have  you  any  comments  to  make  on  the 
system  of  reserve  treasui'ies  ? — No ;  I  think  it  is  a 
very  judicious  arrangement. 

3958.  It  necessarily  locks  up  a  good  deal  of  Indian 
money,  does  it  not  ? — It  does. 

3959.  Do  you  think  that  more  is  kept  in  these 
treasiu-ies  than  is  needed  ? — No,  I  do  not. 

3960.  I  go  now  to  another  subject,  but  a  cognate 
one.  What  is  your  view  as  to  the  suggestion  which 
has  been  made  for  a  State  or  central  bank  ?  Do  you 
think  that  is  a  scheme  which  shoidd  be  promoted  ? — 
I  do  not  think  myself  that  there  is  room  for  a  State 
bank.  My  attitude  to  the  proposal  is  not  one  of 
hostility,  but  I  see  difficulties  in  the  way  of  carrying  it 
oiit.  To  begin  with,  India  could  not  utilise  the  capital 
which  would  be  provided  by  a  lai'ge  State  bank ;  I  see 
some  14  millions  are  spoken  of — ^India  has  no  use  for 
that. 

3961.  Do  you  think  that  one  central  institution 
could  meet  the  needs  of  the  different  localities,  the 
different  Presidencies,  as  effectively  as  the  three  existing 
institutions  ? — I  do  not  think  a  central  institution 
could  by  any  possibility  be  as  efficient  in  its  working 
as  the  present  Presidency  banks  ^  are  in  their  own 
localities. 

3962.  From  what  you  have  said  in  the  precis*  you 
were  good  enough  to  send  me,  I  gather  that  you  think 
a  State  bank  would  necessarily  imply  so  much  official 
control  as  practically  not  to  refieve  the  Indian  Govern- 
ment of  any  of  its  present  responsibility  ? — That  is  my 
view. 

3963.  Some  people  have  thought  that  it  would  be  a 
good  thing  if  the  management  of  the  paper  currency 
could  be  handed  over  to  such  a  State  bank  ;  yaa  do  not 
share  that  view,  I  think  ? — I  do  not. 

3964.  Nor  do  you  see  any  advantage  in  transferring 
the  management  of  the  exchange  business  to  a  central 
bank  ? — L  do  not.     I  think  it  is  done  very  well  now. 

3965.  Is  it  not  a  necessai-y  result  of  the  present 
system  that  separate  reserves  have  to  be  kept  for 
banking  purposes,  for  currency  purposes,  and  for 
exchange  purposes,  and  that  as  long  as  they  are 
separate  reserves,  more  money  must  be  locked  up  in 
them  than  would  be  the  case  rf  one  institution  had  all 
the  responsibilities  and  maintained  a  single  reserve  to 
meet  them? — That  is  to  a  large  extent  true,  but  it 

*  Printed  as  Appendix  XX.,  page  iJil. 

M  4. 


184 


ROYAL   COMMISSION    ON    INDIAN    FINANCE   AND    CrRRENCY  : 


3  Jidy  1913.] 


Sir  Alexander  McRobeet. 


[Continned. 


might  happen  that  the  drain  upon  both  reserves  came 
at  the  same  time.  K  the  Government  of  India  were 
instructed  to  niake  its  balances,  no  matter  in  what  box 
they  are  kept,  available  for  purposes  of  trade  at  the 
time  the  money  is  wanted,  it  seems  to  me  that  would 
meet  the  whole  case. 

3966.  In  paragi-aph  6  of  Appendix  XX.  (page  547) 
you  say :  "  Each  of  the  three  Presidency  banks  has 
"  evolved  a  practice  adapted  to  its^'bwii  environment, 
"  and  their  absorption  by  a  State  bank  would  in  a  lai^e 
"  measiu-e  involve  the  sacrifice  of  the  advantages  to 
"  trade  which  this  specialisation  secures."  I  may  take 
that  as  your  considered  opinion,  may  I  ? — It  is. 

3967.  I  gather  that  you  attach  impoi-tance  to  that, 
because  lx)th  the  conditions  of  the  money  market  and 
the  conditions  of  business  vaiy  so  greatly  in  different 
parts  of  India  ? — That  is  so  ;  it  is  due  to  the  seasons 
being  different  and  the  crops  being  different. 

3968.  So  that  you  think  it  of  great  importance 
that  there  shoidd  be  local  management  ? — Tes. 

3969.  In  order  that  the  policy  of  the  banks  may 
be  directed  to  meet  the  local  requirement  ?  —  I 
think  so. 

3970.  Ton  have  told  me  that  you  are  opposed  to 
the  transfer  of  the  management  of  the  notes  to  a 
bank  ;  but  suppose  that  that  were  to  be  recommended, 
do  you  think  that  notes  managed  and  issued  by  a  bank 
would  have  the  same  free  cuiTcncy  that  they  have  at 
the  present  time  ? — I  do  not  think  they  would.  At  the 
fii-st  outset,  anyway,  they  would  he  looked  upon  with 
suspicion. 

3971.  They  would  not  inspire  the  same  confidence 
as  notes  dii-ectly  backed  by  the  Govemment  of  India  ? 
— I  do  not  think  so. 

3972.  Under  those  circumstances  would  you  antici- 
pate that  there  would  be  considerable  restriction  in 
their  use  ? — I  would  expect  a  restriction  in  tbeh' 
circidation. 

3973.  In  that  part  of  the  country  with  which  you 
have  been  most  familiar — I  think  it  is  the  Punjab,  you 
say — are  notes  now  largely  in  use  ? — They  are  not  so 
much  used  in  the  Punjab  as  they  are  in  the  United 
Provinces ;  at  least,  that  is  my  experience. 

3974.  Does  gold  circulate  to  any  considerable 
extent  in  the  Punjab  ? — Gold  does  circulate  in  the 
Punjab,  I  think,  more  than  it  does  in  the  United 
Provinces,  because  in  the  countiy  districts  now  it  is  very 
rarely  that  payments  in  gold  for  produce  are  objected 
to.  The  cultivators  will  accept  payment  in  gold  when 
previously  they  would  only  take  silver  mpees. 

3975.  When  they  are  paid  in  gold  can  you  follow 
the  gold  at  all  and  form  any  opinion  of  what  becomes 
of  it  F — One  instance  has  suggested  to  me  qmte  lately 
that  it  probably  is  being  used  for  the  purposes  of 
hoarding.  In  Cawnpore  we  have  a  village  with  neai-ly 
a  thousand  houses  for  workpeople,  and  just  before  I 
left  India  in  March  one  of  our  workpeople  reported 
that  his  house  had  been  robbed.  I  saw  him,  and  he 
explained  the  property  that  had  been  taken,  and  he 
said  it  included  12  sovereigns.  That  seemed  to  me  to 
be  at  least  symptomatic  of  what  was  goii^  on. 

3976.  Are  sovereigns  used  in  payment  of  wages  in 
Cawnpore  ? — My  own  practice,  ever  since  the  sovereign 
was  made  legal  tender,  has  been  to  pay  all  wages  in 
gold  as  far  as  it  would  go,  that  is,  so  long  as  we  could 
get  gold.  For  about  thi-ee  years  we  could  not  get 
gold — about  1907-8-9 — but  when  we  can  get  gold  we 
invariably  used  it  for  paying  wages. 

3977.  May  I  ask  why  you  made  that  rule  ?  Why 
did  you  prefer  to  use  sovereigns  instead  of  notes,  for 
instance? — It  was  in  accordance  with  my  personal 
sentiment.  They  did  not  like  it  at  first,  but  I  wanted 
to  educate  them 

3978.  Ton  think  it  an  advantage  then  that  they 
should  use  gold  as  cun-ency  ? — I  think  on  the  whole 
it  is. 

3979.  Would  you  explain  why  ? — It  is  more  port- 
able, it  is  easier  hidden  away,  and  after  aU  it  is  the 
standard  of  value  throughout  the  world. 

3980.  It  is  more  portable  and  more  easily  hidden 
away  than  silver  ? — That  is  so. 

3981.  But  it  is  not  more  portable  or  more  easily 
bidden  than  notes  ?— No,  but    the  people   who    use 


notes  are  hai-dly  the  people  who  would  be  using  the 
sovereign. 

3982.  Why?  Is  it  because  the  sovereign  is  too  Lttle, 
or  too  much?— The  ordinaiy  native — I  am  speaking 
now  of  the  small  man.  the  workman — does  not  handle 
notes  much.  It  is  metallic  cun-ency  that  he  believes 
in. 

3983.  The  general  note  circulation  has  veiy  much 
increased,  has  it  not  .^ — It  has. 

3984.  Do  you  think  it  might  be  fui-ther  increased 
if  the  notes  were  entu-ely  imivei-salized,  or  do  you 
think  that  the  univei-salization  of  the  higher  denomi- 
nations would  have  much  effect  ? — ^If  that  were  done 
it  would  simply  mean  that  the  Govemment  of  India 
would  be  financing  all  remittances,  because  remit- 
tances fi-om  one  pai-t  of  the  country  to  another  would 
be  sent  in  currency  notes,  as  that  would  cost  nothing. 
If  they  wei-e  encashable  at  any  treasmy  it  would  be 
the  obvious  form  of  remittance,  just  like  a  London 
cheque  in  this  country. 

3985.  Therefore  you  would  not  recommend  that 
com-se  to  the  Indian  Government? — I  do  not  think 
that  the  Goverament  of  India  should  undertake  the 
responsibilty. 

3986.  Have  you  considered  the  possibility  of 
extending  the  cuiTcncy  by  means  of  a  more  elastic 
note  issue  ? — I  have  not  considered  it  very  closely,  but 
it  seems  to  me  that  there  really  is  no  difficulty  in 
getting  notes  when  one  wants  them. 

3987.  At  the  present  time  the  amount  of  the 
fiduciary  portion  of  the  notes  is  fixed  by  statute,  I 
think  ?— Tes- 

3988.  Do  you  think  that  the  fiduciary  portion  is  as 
large  as  it  ought  to  be,  or  might  it,  under  present 
circumstances,  be  safely  increased  ? — ^I  think  it  might 
be  safely  increased. 

3989.  To  what  limit  would  you  go,  approximately  ? 
— ^I  think,  on  the  whole,  that  a  maximum  ought  to  be 
fixed,  and  that  maximum  should  not  be  worked  up  to 
except  when  there  is  some  exceptional  demand. 

3990.  One  witness  has  suggested  to  us  that  instead 
of  a  fixed  figui-e  for  the  invested  portion  of  the  reserve 
there  might  be  a  maximum  proportion,  say  40  per 
cent.,  which,  as  you  have  just  said,  would  not  habitually 
be  worked  up  to,  but  that  the  free  balance  of  it  should 
be  made  available  for  loans  to  ti-ade  in  times  of 
stringency  ? — What  has  happened  in  the  past  is  simply 
this — that  as  the  note  circulation  has  increased  enact- 
ments have  had  to  be  passed  in  order  to  increase  the 
fiduciary  portion,  and,  if  instead  of  leaving  it  like  that 
a  percentage  were  fixed,  then  it  would  be  unnecesjaiy 
to  pass  these  regulations,  and  they  would  act  auto- 
matically. 

3991.  I  want  to  ask  you  a  question  now  about  the 
capital  expenditure  of  the  Indian  Govei-nment ;  do  you 
think  they  might  raise  more  in  i-upee  loans  ? — I  think 
they  might. 

3992.  Roughly,  to  what  extent  do  you  think  they 
could  boiTOw  in  India? — I  would  not  like  to  put  a 
figuie  to  it,  but  judging  by  the  result  of  the  last 
two  loans,  when  they  got  over  96  in  India  and  93  in 
London,  it  seems  to  me  that  it  would  be  verj  unwise 
to  borrow  in  London  so  long  as  India  was  willing 
to  give  96. 

3993.  Would  you  always  prefer  to  borrow  in  India 
when  the  terms  in  India  were  more  favoui-able  ? — 
India's  revenue  is  in  mpees,  and  as  far  as  possible  I 
think  the  debt  should  be  in  iiipees. 

3994.  That  leads  me  to  the  next  question  I  was 
going  to  put  to  you.  Suppose  that  the  conditions 
are  slightly  less  favourable  in  India  than  in  London, 
would  you,  for  the  reason  you  have  just  stated,  pay 
a  fi-actionaUy  greater  interest  in  India? — I  think  I 
should. 

3995.  I  want  to  return  for  a  moment  to  a  question 
of  the  banks.  Do  you  recommend  any  material 
changes  ia  the  conditions  now  '  prescribed  to  the 
Presidency  banks? — In  my  precis  I  mentioned  that 
I  thought  they  should  be  allowed  to  lend  upon  any 
marketable  security  in  India.  That  is  the  only 
alteration  that  I  should  propose. 

3996.  Tou  would  not  pi-opose  to  give  them  access 
to  the  London  money  market  ? — No.     My  reason  for 
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proposing  that  tljey  should  be  allowed  to  lend  upon 
any  marketable  security  is  that  that  is  what  they  do  in 
fact  now.  One  of  the  regulations  is  that  there 
must  be  two  names  to  the  document,  and  one  of 
these  names  might  be  that  of  the  ofllce  chaprassi,  for 
all  the  Bank  of  Bengal  cares.  They  do  not  want 
the  second  name,  they  know  one  name  is  good  enough, 
and  it  is  almost  a  subterfuge  to  have  the  second  name. 
Moveover,  it  would  incidentally  have  the  efEect  of 
giving  those  firms  of  money  agents,  who  charge  one 
per  cent,  for  the  use  of  their  name  tmder  these 
circumstances,  no  excuse  for  doing  it. 

3997.  As  regards  the  sale  of  Council  bills,  I  imdor- 
stand  that,  broadly  speaking,  you  have  no  criticism  to 
make  on  the  present  practice  ? — No.  It  has  occurred 
to  me  sometimes  that  the  sales  might  be  held  oftener 
than  once  a  week.  That  is  about  the  only  difEerence  I 
would  mention. 

3998.  Intermediate  bills  are  sold,  I  think?— Yes, 
they  are. 

3999.  What  would  be  the  advantage  of  having  the 
sales  more  frequently  ? — Sometimes  people  are  rather 
anxious  to  know  what  the  i-ate  is  going  to  be,  and  if 
they  have  got  to  wait  a  week  for  it,  it  keeps  the 
strain  up. 

4000.  You  say  in  paragraph  13  of  Appendix  XX. 
that  you  would  suggest  "  that  all  sales  should  be  put 
'■'  through  at  Is.  id.  and  all  accounts  kept  on  the  basis 
"  of  Is.  4d." ;  what  exactly  do  yoii  mean  by  that? — 
When  Council  bills  and  telegraphic  transfer  are  sold 
at  anything  over  Is.  4d.,  I  would  put  the  difference  to 
this  reserve  fund  ;  and  when  the  Council  bills  are  sold 
at  less  than  Is.  4(Z.  I  would  draw  the  difference  from 
that  fund. 

4001.  Would  you  create  a  special  reserve  fund  to 
balance  the  exchange  transaction  ? — Precisely ;  it 
would  be  a  subsidiary  reserve  which  would  be  first 
used. 

4002.  What  would  be  the  special  object  of  that 
plan  ? — ^If  a  gold  currency  becomes  really  effective  in 
India,  it  means  that  the  profit  from  the  coinage  of 
silver  would  be  reduced,  because  there  would  not  be  so 
many  rupees  wanted.  Since  my  precis  (Appendix  XX., 
page  547)  was  sent  in  1  have  found  that  apparently 
the  Government  of  India,  or  perhaps  I  should  say 
the  India  Office,  do,  as  a  matter  of  fact,  make  their 
accounts  at  the  i-ate  of  Is.  4d.,  and  the  difference 
is  treated  as  a  revenue  receipt.  For  the  year  1910-1 
there  was  a  profit  of  70,000Z.  and  for  the  next  year 
it  was  106,0002. ;  so  if  this  plan  of  mine  had  been 
adopted  there  would  have  been,  as  the  result  of  those 
two  years'  operations,  a  reserve  of  nearly  200,0002.  in 
sovereigns  if  used  now  for  exchange  below  Is.  4d. 
I  may  say  that  it  is  a  practice  which  I  have  followed 
ever  since  the  exchange  was  fixed  at  Is.  4d.,  and  my 
own  fund  was  sufficient  to  meet  the  di-ain  in.  1907-8-9 
— it  was  not  exhausted  when  the  rupee  came  back  to 
Is.  4d. 

4003.  Having  regard  to  the  existence  of  the  Gold 
Standard  Resei-ve,  would  you  not  be  rather  dupli- 
cating the  effort  in  the  case  of  the  Government  of 
India  ? — Yes  ;'  but  my  object  would  be  to  have  a  fimd 
which  might  be  used  in  what  might  be  called  normal 
conditions.  This  special  Gold  Standard  Reserve 
would  come  into  play  when  there  was  a  crisis. 

4004.  Perhaps  it  is  hardiy  within  the  scope  of  our 
reference,  but  I  think  you  are  of  opinion  that  the 
fixinc  of  the  rupee  at  Is.  4rf.  has  been  beneficial  to 
India  ? — I  am. 

4005.  And  in  particular  to  Indian  trade  ? — Yes. 
400fi.  Fi-om  what  you  have  told  me  I  gather  that 

you  yourself  would  desire  to  see  a  gold  ciUTency  in 
India  ? — ^My  attitude  to  that  question  is  not  so  much 
that  of  an  advocate  of  a  gold  cun-ency  on  utilitarian 
crrounds,  but  more  for  sentimental  reasons,  perhaps, 
and  for  considerations  of  prestige. 

4007.  Does  that  lead  you  to  have  any  marked 
preference  for  the  sovereign  over  a  lO-nipee  piece, 
say  ? I     have     no     hesitation     in    preferring    the 

sovei'eign. 

4008.  Supposing  that  the  object  were,  for  any 
practical  reasons,  to  get  a  large  gold  circulation,  do 
you  think  that  the  sovereign  would  circulate  more 


freely  than  the  10-rupee  piece  ? — I  do  not  really  think 
it  would,  for  the  reason,  amongst  others,  that  the 
payment  of  wages  so  often  falls  between  10  and 
15  rupees — it  is  10  rupees  and  over,  but  not  over 
15  rupees,  For  tr'ade  jiayments,  the  advantages  of  it 
are  rather  less. 

4009.  Do  you  attach  any  considerable  value  to  gold 
in  circulation  as  a  support  to  exchange  in  times  of 
difficulty  ? — I  do. 

4010.  On  what  is  that  opinion  based? — On  the 
broad  ground  that  if  the  gold  is  there  it  will  come  out 
if  it  is  wanted. 

4011.  Does  experience  suppoi-t  that  opinion  ? — I 
think  upon  the  whole  it  does. 

4012.  Take  the  crisis  of  1907-8;  very  little  gold 
came  out  then,  I  think  ? — ^That  is  true,  except  what 
came  out  of  the  Government  treasuries. 

4013.  Roughly,  I  think  my  recollection  of  what  we 
have  had  in  evidence  is  that  the  Government  treasuries 
paid  out  something  like  4^  millions,  and  of  that  only 
about  a  quarter  million  was  exported.  And  the  rest 
does  not  appear  to  have  been  of  much  benefit  to  exchange 
at  that  moment  ? — That  would  be  so.  At  the  same 
time,  if  there  had  been  a  mint  then  it  is  conceivable 
that  gold  would  have  been  brought  for  coinage. 

4014.  Would  you  be  in  favour,  then,  of  the  esta- 
blishment of  a  mint  ? — ^I  do  not  favour  a  mint  because 
I  think  it  would  be  a  profitable  thing  to  have,  but 
because  it  is  a  luxury  I  think  the  Govei-nment  of  India 
could  afford. 

4015.  You  are  not  advocating  it  very  warmly,  then  ? 
— No,  I  am  not. 

4016.  Your  reason  for  advocating  the  gold  mint  is 
the  same  as  your  reason  for  advocating  the  gold 
coinage ;  it  is  a  matter  of  prestige  and  sentiment  ? — 
Precisely. 

4017.  As  regards  the  Gold  Standard  Reserve,  have 
you  anything  to  say  about  the  place  where  it  ought  to 
be  kept? — ^I  think  in  the  case  of  the  Gold  Standard 
Reserve  the  bulk  of  it  ought  to  be  kept  in  London. 

4018.  Would  you.  keep  any  portion  of  it  in  India  ? — 
I  do  not  think  I  would  go  beyond  the  silver  portion  of 
the  Gold  Standard  Reserve. 

4019.  Let  me  ask  first  as  to  the  total.  To  what 
limit  do  you  think  the  Gold  Standard  Reserve  ought  to 
be  brought  ? — I  would  be  inclined  not  to  stop  until  the 
total  amounts  to  30  millions. 

4020.  Of  that  30  millions  how  much  would  you 
advise  should  be  kept  in  actual  gold  ? — I  think  Govern- 
ment should  work  up  to  10  millions  in  London. 

4021.  Would  you  keep  any  gold  in  India  as  well  ? — ■ 
No,  not  for  the  Gold  Standard  Reserve. 

4022.  Having  put  by  your  10  millions  in  actual 
gold,  would  you  be  prepared  to  invest  the  remaining 
20  millions  ? — I  would. 

4023.  In  what  class  of  securities  ?  —  Roughly, 
exactly  the  classes  of  securities  in  which  the  present 
balance  is  held — chiefly  Consols. 

4024.  Not  in  short-dated  securities?  —  I  do  not 
think  there  would  be  any  need  to  have  it  in  short-dated 
bills  then. 

4025.  Provided  that  you  have  got  a  large  resei-ve  in 
actual  gold  as  your  first  line  ? — Yes. 

4026.  As  regards  the  rupee  portion  of  the  gold 
reserve,  that  is,  as  regards  the  silver  in  the  gold 
resei-ve,  what  have  you  to  say  ?  Do  you  think  it  ought 
to  be  there  ? — I  do  not  think  there  is  occasion  for  very 
much  criticism  on  it,  because  the  object  of  it  is  to  have 
a  supply  of  rupees  in  the  event  of  the  ordinary  stocks 
running  down.     It  is  merely  a  convenience. 

4027.  You  would,  I  think,  agree  that  the  primary 
object  of  the  Gold  Standard  Reserve  is  to  support 
exchange  ? — ^Precisely. 

4028.  But  the  object  of  these  rupees,  as  you  put  it 
to  me,  is  to  support  the  currency  notes  ? — That  is 
quite  so. 

4029.  Does  that  not  rather  point  to  the  conclusion 
that  these  rupees  ought  to  be  in  the  currency  reserve, 
and  not  in  the  Gold  Standard  Reserve  ? — How  it  strikes 
me  is  that  it  is  merely  making  a  convenience  of  the 
Gold  Standard  Reserve. 

4030.  And  you  do  not  mind  its  being  made  a  con- 
venience of  ? — No. 
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4031.  I  think  that  is  exaxjtly  the  way  that  some 
critics  would  express  their  criticism — ^that  the  Gold 
Standard  Reserve,  which  ought  to  be  expressly  kept 
to  maintain  exchange,  was  being  made  a  convenience 
of  for  other  purposes,  but  you  do  not  see  any  objec- 
tion to  that  ? — I  do  not,  and,  as  I  say,  my  approval 
of  the  five  millions  of  rupees  in  India  is  merely  because 
the  fund  exists,  and  it  may  as  well  be  used  for  that 
purpose. 

4032.  But  your  approval  is  conditioned  by  only  a 
small  proportion  of  the  reserve  being  so  held  P — That 
is  so. 

4033.  Have  you  anything  to  say  on  what  was  done 
on  one  occasion — and  I  think  has  never  been  repeated 
— namely,  the  diverting  of  a  portion  of  the  profits 
which  ought  to  have  gone  to  the  Gold  Standard 
Reserve  to  railway  construction  in  India  ? — I  think  it 
was  quite  wrong. 

4034.  Tou  would  allow  nothing  to  interfere  with 
the  accumulation  of  the  Gold  Standard  Reserve  until 
it  has  reached  the  limits  that  you  have  expressed  ? — 
Nothing. 

4035.  Do  you  think  the  Government  of  India 
should  undertake  now  definitely  to  give  a  sovereign  for 
every  15  rupees  whenever  demanded .'' — No,  I  would 
not  go  so  far  as  that.  It  might  land  them  in  conse- 
quences which  one  does  ncit  forsee  just  at  this  moment, 
but  if  they  follow  their  existing  practice  of  doing  it,  so 
long  as  it  does  not  cause  inconvenience,  I  think  it  wUl 
meet  the  case  for  some  time  to  come. 

4036.  Would  you  think  it  an  advantage  if  the  con- 
ditions governing  the  Gold  Standard  Reserve  could  be 
more  expressly  determined  and  given  statutoiy  force  ? 
— That  would,  to  a  certain  extent,  be  almost  doiug  the 
same  thing  as  undertaking  to  give  a  sovereign  for  15 
rupees,  and  I  do  not  see  that  the  Government  of  India 
would  be  quite  justified  in  undertaking  that  unqualified 
responsibility. 

4037.  Toil  do  not  think  it  would  be  quite  safe  for 
them  to  do  it  at  the  present  time  ? — I  should  hesitate 
to  do  it. 

4038.  May  I  put  my  question  in  this  way.  Do  you 
think  that  it  is  a  thing  which  it  would  never  be 
desirable  for  them  to  do,  or  do  you  merely  think  that 
they  would  be  a  little  rash  to  do  it  under  present 
conditions  ? — I  do  not  know  that  I  should  put  it  quite 
as  strongly  as  that,  but  I  do  feel  that  it  would  not  be 
quite  a  safe  thing  to  do  under  present  conditions. 

4039.  Have  you  any  observations  to  make  as  to  the 
purchase  of  silver  bullion  for  coinage  ? — I  have 
suggested  that  instead  of  buying  a  large  quantity  at 
one  time  it  would  probably  be  cheaper  in  the  end  if  it 
were  announced  at  the  beginning  of  each  year  that 
the  Government  intended  to  buy  so  much  silver.  As 
far  as  I  can  make  out  from  the  figures  of  the  10  years 
ending  last  year,  the  average  annual  demand  was  three 
millions  sterhng. 

4040.  Has  there  been  a  steady  demand  throughout 
the  years,  or  has  it  varied  very  much  from  year  to 
year .' — It  varies  a  good  deal. 

4041.  If,  therefore,  the  Government  of  India  were 
to  purchase  regularly,  they  would  in  some  years  have 
a  good  deal  more  than  they  required  ? — Yes. 

4042.  And  to  that  extent  they  would  have  locked 
up  money  uselessly  for  the  time  ? — But  they  would 
probably  be  buying  their  silver  cheaper  than  if  they 
were  cornered.     Bombay  would  try  to  comer  them. 

4043.  Do  you  think  that  in  the  long  run  what  they 
lost  in  interest  they  would  gain  in  the  price  of  the 
silver  ? — I  do  think  so. 

4044.  {Lord  Faber.)  I  understood  you  to  say  in  the 
course  of  your  evidence  just  now  that  you  are  in  favour 
of  the  Indian  Government  lending  out  these  balances 
in  India,  if  possible,  on  approved  script  ? — I  did  say  so. 

4045.  Do  you  think  you  could  get  the  kind  of  script 
that  the  Government  would  require,  for  any  amount  of 
money  there  ? — I  think  you  would  get  sufficient  script 
to  cover  such  advances  as  the  banks  would  wish  to  get. 

4046.  That  is  the  difficulty  which  some  of  us  feel, 
whether  these  securities  are  to  be  had  in  India  ?  If 
the  money  is  to  be  lent,  are  the  securities  to  be  had 
against  it? — Take  the  Bank  of  Bengal  which  holds 
Government  paper  that  rarely  falls  below  a  crore  and 


a  half;  that  means  that  they  could  easily  raise  one 
million  sterling  upon  it,  and  a  million  sterling  thrown 
into  Calcutta  would  make  a  vast  difference  to  the 
money  market. 

4047.  I  think  probably  they  could  manage  a  million. 
I  was  thinking  of  larger  sums.  I  am  jigrhaps  being 
guided  more  by  what  happens  in  England.  Would  a 
million  give  you  a  good  deal  of  relief  in  Calcutta  P — A 
million  sterling  cei-tainly  would. 

4048.  I  londerstood  you  to  say  that  you  would  lend 
that  at  a  fixed  rate  of  6  per  cent,  if  the  bank  rate 
was  as  high  as  6  per  cent.  P — I  would. 

4049.  Would  not  an  awkward  position  ai-ise  P 
Could  you  lend  to  certain  specified  bon-owers  at  6  per 
cent,  when  other  people  might  easUy  have  to  pay 
8  per  cent. ;  would  that  not  make  a  good  deal  of 
talk  that  certain  buyers  were  being  put  at  an 
advantage  as  against  the  rest  of  the  community  ? — I 
do  not  think  so.  I  do  not  see  why  the  banks  should 
be  asked  to  work  for  nothing. 

4050.  What  I  have  in  my  mind  is,  would  it  not  be 
safer  to  lend  the  money  at  the  market  rate  ?  A  bank; 
when  it  gives  what  it  calls  the  market  rate,  gives  what 
it  thinks  it  can  make  a  profit  on.  Why  fix  the  rate  at 
6  per  cent.  ?  Why  not  take  the  market  rate,  and  if  the 
bank  will  pay  mere,  let  it  pay  more  ? — Of  course  if 
you  do,  the  banks  will  not  make  anything,  and  the 
banks  must  make  money. 

4051.  The  banks  will  always  tender  if  they  can  get 
it  at  6  per  cent.,  because  they  would  be  able  to  lend  it 
somewhere  else  at  more  than  6  per  cent.  A  bank  can 
take  care  of  itself,  as  a  rule,  I  think  ? — I  think  we  are 
assuming  that  nobody  else  has  money  to  lend  except 
the  Government  of  India. 

4052.  My  point  is,  why  should  the  Government  of 
India  lend  even  to  a  bank  at  6  per  cent.,  when  possibly 
the  bank,  if  the  market  rate  were  higher,  would  give  a 
good  deal  more  than  6  per  cent.  ? — 1  see  no  objection. 

4053.  Then  you  would  fix  the  rate  at  6  per  cent.  P — 
No. 

4054.  I  thought  in  your  evidence  you  said  you 
would  make  a  fixed  rate  of  6  per  cent.  ? — Perhaps  I  am 
misunderstanding  you. 

4055.  Suppose  the  Government  want  to  lend  out 
money  in  India  and  the  bank  rate  is  8  per  cent. ;  do 
you  propose  to  lend  the  banks  that  money  at  .6  per 
cent.  ? — Tes.  1  should  begin,  whenever  the  bank  rate 
went  up  to  7  per  cent.,  by  lending  the  money  at  6. 

4056.  Why  lend  the  bank  money  at  6  when  the 
market  rate  is  practically  at  8  ? — Because  the  banks 
must  make  something  out  of  it.  They  do  not  work 
for  nothing. 

4057.  Is  it  safe,  do  you  think,  to  lend  Government 
balances  for  12  months  P  Is  that  not  rather  long  for 
the  Government  of  India  ? — I  should  never  recommend 
anything  of  the  kind. 

4058.  This  seems  to  me  an  interesting  question, 
which  perha,ps  yon  will  be  able  to  answer:  Do  you 
think  India  is  hoarding  gold  in  the  true  sense  ?  For 
instance,  is  it  secreting  bars  ;  do  the  natives  of  India 
buy  gold  bars;  are  they  hoarding  gold  in  that 
sense  ?— That  I  cannot  tell  you  ;  it  is  not  within  my 
knowledge. 

4059.  Or  are  the  Indian  people  now  in  a  position  to 
keep  in  hand  a  certain  amount  of  what  we  call  at  home 
pocket  money  P— They  have  more  money  than  one 
suspects. 

4060.  Tou  know  that  in  England  there  is  a  very 
great  deal  of  what  we  call  gold  used  as  pocket  money— 
a  great  many  millions  ? — Yes. 

4061.  I  thought  that  that  state  of  things  might 
have  arisen  in  India,  as  India  is  so  prosperous.  I  think 
I  understood  you  to  say  that  you  are  in  favour  of 
raising  the  loan  in  India  if  it  can  be  done,  rather 
than  in  England,  if  the  rate  is  nearly  equal?— That 
is  so. 

4062.  Tou  are  of  opinion  that  it  would  be  better 
for  India  to  hold  its  debt  at  home,  if  it  can  ? — I  am. 

4063.  Do  you  think  you  could  raise  a  big  loan  m 
India  such  as  you  sometimes,  I  think,  raise  in  the 
London  market — four  or  five  millions  at  a  time  ?  Could 
you  do  that   in  India,  do  you   think,  or   would  you 
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exhaust  the  market  p — I  shotild  not  be  prepared  to 
say,  but  I  think  there  may  be  ways  of  doing  it. 

4064.  In  1907  and  1908,  those  two  bad  years  in  India, 
you  say  that  little  gold  came  in  sight  outside  the 
treasuries  ;  in  other  words,  little  gold  was  brought  out 
by  that  bad  time,  and  it  did  not  appear  ? — The 
Government  treasuries  were  emptied  of  gold. 

4065.  And  they  did  not  fill  them  up  at  all  from  the 
outside  ? — Apparently  not. 

4066.  That  w^s  because  there  was  little  gold  in 
circulation  I  suppose  at  that  time  ? — That  might  have 
had  something  to  do  with  it ;  it  is  conceivable  that 
that  might  explain  it  in  part. 

4067.  Since  1907-8  many  millions  have  been 
imported  into  India  ? — The  big  import  has  been  ia  the 
last  three  years. 

4068.  Now  about  the  gold  reserve;  do  you  think 
10  miUions  of  what  we  have  been  told  here  to  call 
metallic  gold  is  enough  ? — I  do,  b^ause  in  the  crisis 
of  1907-8  it  was  only  necessary  for  the  Government  of 
India  to  sell  drafts  on  London  for  just  over  eight 
millions. 

4069.  If  you  have  gold  securities  in  the  Gold 
Standard  Reserve  would  it  be  possible,  do  you  think, 
to  sell  those  securities  in  a  time  of  crisis  and  get  gold 
for  them  ?  A  gold  secui-ity  is  a  very  good  thing,  but 
you  would  agree  that  it  is  not  the  same  thing  as  gold  ? 
— No,  it  is  not ;  but  the  assumption  is  that  you  have 
10  millions  of  metallic  gold  to  start  with,  and  you  are 
not  obliged  to  begin  selling  on  an  extensive  scale  at 
once  if  you  have  got  10  millions  to  go  upon  before 
you  begin  to  use  the  proceeds  of  your  sales. 

4070.  Supposing  that  you  have  two  bad  years  in 
India,  two  deficient  raonsoons  together,  then  you 
might  be  in  the  position  of  having  to  sell  your  securi- 
ties ? — No.  I  think  what  would  happen,  even  if  you 
had  two  bad  years  in  succession,  would  be  that  the 
imports  into  India  would  decrease  tremendously, 
because  the  purchasing  power  would  be  so  much 
reduced 

4071.  (Sir  Ernest  Cable.)  In  paragraph  9  of  Ap- 
pendix XX.  (page  548)  you  refer  to  the  possibility  of  the 
use  of  cheques  being  gradually  increased  throughout 
the  country.  Do  you  think,  knowing  the  natives  as 
you  do,  that  that  would  be  a  very  speedy  process  ? — 
No ;  what  I  had  in  my  mind  more  particularly  was  the 
European  community  using  cheques  more.  The  native 
does  not,  to  any  great  extent,  use  cheques  for  large 
amounts. 

4072.  And  it  is  not  likely  that  he  will  ? — I  do  not 
think  so  for  a  long  time  to  come. 

4073.  He  uses  hundis,  of  course  P — Tes. 

4074.  That  is  a  very  reliable  form  of  document,  is 
it  not  P — ^It  is  quite  good. 

4075.  Are  they  discounted,  or  re-discounted,  by  the 
banks  in  Cawnpore  P  Are  hundis  dealt  in  P — It  used 
to  be  the  practice  for  the  native  marwari  to  advance 
money  upon  hundis  to  even  European  firms,  and  they 
*ent  straightaway  to  the  Bank  of  Bengal  and  dis- 
counted these  hundis  and  pocketed  the  difference. 
They  were  able  to  boiTow  on  better  terms  at  the  Bank 
of  Bengal  than  the  bon-owers. 

4076.  The  Bank  of  Bengal  did  discount  themp — 
They  did. 

4077.  A  good  deal  has  been  said  this  morning 
about  the  capabilities  of  boiTowing  in  India.  It  has 
been  suggested  that  largely  increased  sums  could  be 
obtained  at  a  slightly  increased  rate  of  interest ;  you 
agree  with  that,  I  imderstand  ? — I  am  afraid  I  do  not 
quite  follow. 

4078.  I  think  it  was  brought  up  by  Lord  Faber, 
and  you  said,  I  think,  that  large  sums  could  be 
borrowed  in  India  by  the  Government  P — You  mean  by 
raising  loans  ? 

4079.  Tes? — I  am  not  in  a  position  to  say  that 
large  sums  could  be  raised  in  India  on  Government 
loans.  I  only  know  that  when  the  last  loans  were 
issued  in  India  and  London,  in  England  the  whole  loan 
was  placed  at  93  and  in  India  they  got  over  96. 

4080.  But  svich  borrowings  as  those  would  not 
bi-ing  out  the  hoards  that  you  have  been  talking  about  P 

I  Qo  not  think  so,  except  you  mean  the  hoai'ds  of 

the  native  states. 


4081.  Not  the  hoards  in  the  pockets  or  the  dhotis 
of  the  people  P — ^Not  the  hoards  of  the  small  man. 

4082.  No  means  have  suggested  themselves  to  you 
for  making  those  large  hoards  available  for  the  commerce 
of  the  country  ? — -I  think  the  co-operative  credit  banks 
are  working  in  that  direction,  because  those  banks  are 
mutual,  and  the  members  are  largely  the  ciiltivators 
who  have  no  doubt  small  hoards. 

4083.  You  mentioned  30  mUlions  as  what  I  may 
call  your  high  water  mark  for  the  Gold  Standard 
Reserve ;  but  you  mentioned  that  figure  without  any 
partictdar  method  of  calculation,  I  suppose — it  is 
just  your  feeling  about  it,  is  it  not  ? — I  do  not  know 
that  I  could  give  a  mathematical  reason  for  fixing 
30  millions,  but  to  my  mind  it  looks  to  be  quite 
sufficient. 

4084.  I  was  only  going  to  put  it  to  you  that  we 
riiight  make  a  calculation  on  some  logical  basis  of  this 
sort — say,  two  years'  requirements  of  the  Secretaiy  of 
State  P — Roughly,  I  had  that  in  mind.  What  is  called 
the  annual  demand  by  the  India  Office  comes  to  about 
18  mUlions  or  19  millions.  You  have  the  analogous 
case  of  Russia.  Russia  keeps  abroad  in  gold  roughly 
18  to  24  months  of  her  requirements  to  pay  for  what 
she  has  to  pay  in  gold  in  other  countries.  To  a  certain 
extent  the  economic  position  of  India  corresponds  to 
that  of  Russia. 

4085.  I  gather  from  your  remarks  about  the  various 
reserves,  the  Paper  Currency  Reserve  and  the  Gold 
Standard  Resei-ve,  that  you  would  have  no  objection  to 
throwing  those  reserves  together  P — No,  I  should  not. 

4086.  You  think  it  would  make  for  simplicity  of 
management,  perhaps  ? — I  do  not  know  that  I  would 
make  a  strong  point  of  advocating  it,  but  I  see  no 
objection  to  it. 

4087.  (Mr.  Gladstone.)  Referring  to  the  question  of 
temporary  loans  in  India,  you  have  mentioned  that  the 
Bank  of  Bengal,  for  instance,  hold  about  a  crore  and  a 
half  of  Government  rupee  paper,  but  iu  addition  to 
that  they  would  probably  hold,  would  they  not.  con- 
siderable amounts  of  Port  stocks  and  of  municipal 
bonds  of  the  Presidency  towns  P — Quite  so. 

4088.  And  also  of  sterling  Indian  Government 
securities  P — ^Ido  not  know  the  details  of  their  holdings. 

4089.  Therefore,  probably  the  amount  available 
would  be  very  much  larger  P — Quite  probably. 

4090.  It  is  probably  within  your  knowledge  that 
the  Bank  of  Bengal  would  think  nothing,  for  instance, 
of  taking  up  the  whole  of  the  Rangoon  Port  Trust 
loan  for  50  lakhs  itself  P — Quite  so. 

4091.  If  sterling  Government  of  India  securities 
were  included  that  would  also  bring  in,  would  it  not, 
Government  railway  scrip  ;  and  there  is  no  reason,  if 
the  Presidency  banks  hold  India  Sterling  stock,  why 
they  should  not  also  hold  Indian  Government  Guaran- 
teed Railway  stock  P — That  is  so. 

4092.  I  think  there  has  been  a  special  enactment 
allowing  the  Presidency  banks  now  to  advance  on 
scheduled  Indian  railways,  whether  they  are  on  a  rupee 
basis,  or  not  P — ^Yes. 

4093.  So  that  altogether  the  amount  of  securities 
available  from  the  Presidency  banks  would  be  pretty 
considerable  P — Certainly. 

4094.  I  think  Lord  Faber  referred  to  your  sugges- 
tion of  a  fixed  rate  of  6  per  cent.,  and  as  a  sound 
economist  rather  suggested  that  it  would  not  be  very 
prudent  for  the  Government  to  accept  6  per  cent, 
when  perhaps  they  might  obtain  7  or  8  per  cent,  from 
others.  We  have  had  it  in  evidence  aheady  that  the 
exchange  banks  do  not  care  about  holding  those 
securities  which  would  enable  them  to  accept  these 
loans,  and  that  practically  there  is  nobody  else  except 
the  Presidency  banks  holding  any  sufficient  amount  of 
security ;  therefore  the  question  reduces  itself  to  one 
of  lending  to  the  Presidency  banks  P — I  am  aware  of 
that. 

4095.  If  it  is  reduced  to  one  of  lending  to  the 
Presidency  banks,  there  does  not  seem  quite  the  same 
objection  to  having  a  fixed  rate  of  6  per  cent.,  as 
that  might  be  most  effectual  in  checking  a  rise  in  the 
bank  rate,  and  that  would  be  for  the  general  advantage 
of  the  country  P — I  understand  that  the  exchange 
banks  would  not  be  particularly  anxious  to  takfe  the 
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Government  of  India's  money  on  theae  terms.  They 
were  quite  content  to  leave  it  to  the  Presidency  banks 
and  get  what  they  wanted  from  them. 

4096.  With  regard  to  the  placing  of  permanent 
loans — and  you  very  aptly  quoted  96  in  India  and  93 
in  London — it  is  the  fact,  is  it  not,  that  the  investment 
by  natives  of  India  in  high-class  securities  is  extending 
very  considerably  ? — That  is  not  within  my  knowledge. 

4097.  Ton  probably  do  know  that  a  certain  number 
of  small  i"ailway  schemes  are  now  being  financed  in 
India  ? — Nominally,  but  I  have  heard  it  said  that  in 
actual  fact  they  are  financed  in  England  and  competing 
with  borrowings  by  the  Secretary  of  State. 

4098.  I  am  now  talking  of  companies  with  rupee 
capital  under  the  branch  line  terms  ? — I  understand 
that. 

4099.  You  would  not  be  inclined  to  favour  rather 
better  terms  being  offered  in  India  in  order  to 
encourage  such  investments  locally,  because  you  think 
that  they  are  really  taken  up  or  backed  in  London  ? — ■ 
If  one  covild  be  quite  certain  that  the  money  is  being 
raised  in  India,  I  think  it  would  be  quite  a  good 
thing.  The  more  you  give  the  native  of  India  an 
interest  in  his  own  country,  the  better. 

4100.  Could  you  tell  me  whether  you  are  acquainted 
with  the  practical  working  of  the  small  up-country 
treasuries  ? — No,  I  am  not. 

4101.  Tou  could  not  say  if  the  balances  are  care- 
fully watched  and  moved  about  to  the  greatest  advan- 
tage .'' — No. 

4102.  Would  you  favoui-,  so  far  as  possible,  the 
substitution  of  Presidency  bank  branches  for  the 
small  treasuries,  where  that  could  be  an-anged,  in 
order  to  effect  economies,  as  a  bank  presumably  by 
doing  commercial  business  would  be  able  to  work  more 
economically  than  a  Government  working  simply  its 
own  ti-easury  ? — 1  should  doubt  that.  I  am  inclined  to 
believe  that  the  Presidency  banks  now  go  where  they 
think  it  will  pay  them. 

4103.  But  whether  it  will  pay  them  or  not  in  these 
rather  distant  up-counti-y  places  really  depends  upon 
the  terms  which  they  get  from  the  Government,  either 
as  regards  the  minimum  balance  or  the  (payment  of 
certain  charges  ? — Precisely.  The  balances  in  India 
that  ai'e  held  under  the  control  of  the  Presidency  banks 
away  from  the  Presidency  towns  are  liable  to  be  taken 
up  at  any  moment.  They  have  no  security  on  the 
balances  they  hold,  and  they  cannot  use  them,  because 
they  may  be  taken  up  the  next  day. 

4104.  (Chairman.)  I  would  like  to  ask  one  question 
in  that  connection ;  suppose  that  the  Presidency  banks 
opened  more  branches  and  the  Government  were  thereby 
enabled  to  close  some  of  their  treasuries  and  transfer 
their  balances  to  the  banks,  would  the  banks  be  able  to 
work  with  smaller  balances  than  those  now  kept  in  the 
treasuiies  ? —  I  would  not  like  to  give  an  opinion  off- 
hand. 

4105.  (Mr.  Gladstone.)  Arising  out  of  that  question, 
perhaps  I  might  suggest  that  they  may  be  able  to  utilise 
these  balances  better  than  the  Treasury  ? — If  they  have 
the  same  security  which  they  have  in  Bombay,  Calcutta, 
and  Madras,  that  these  balances  will  not  be  reduced 
below  certain  amounts. 

4106.  (Mr.  Keynes.)  Can  you  tell  us  in  what  class 
of  transactions  you  find  it  possible  in  your  business  to 
use  cheques? — Speaking  of  my  own  business,  I  use 
cheques  in  practically  every  case,  no  matter  what  the 
kind  of  payment,  except  for  wages  and  salaries,  which 
I  always  pay  in  cash. 

4107.  ^re  these  cheques  paid  into  someone  else's 
banking  account,  or  is  it  merely  the  way  by  which  payees 
get  money  from  your  bank? — It  so  happens  we  pay 
largely  by  cheque,  because  we  keep  accounts  both  in 
Bombay  and  Calcutta  as  well  as  in  Cawnpore,  and  a 
good  many  of  our  payments  have  to  be  made  in  Bombay 
and  Calcutta,  and  naturally  we  then  issue  a  cheque  upon 
Bombay  or  Calcutta  to  save  bank  exchange. 

4108.  If  you  are  buying  produce  from  an  Indian 
trader  would  you  pay  him  by  cheque? — Very  rarely. 
He  probably  wants  either  cuiTency  notes  or  actual 
cash. 

4109.  Then  these  cheques  which  you  mentioB  ar^ 
paid  to  English  merchants  ?— That  is  so,  largely, 


4110.  And  except  when  you  are  making  payments 
to  other  English  merchants  you  would  not  use  cheques 
much  ? — No ;  broadly  speaking  I  should  not. 

4111.  If  you  were  paying  some  one  in  Calcutta  and 
you  had  not  got  a  banking  account  in  Calcutta  but  were 
dravring  on  a  bank  which  had  not  an  oiEce  there,  would 
your  customer  in  Calcutta  be  satisfied  by  that  means 
of  payment  ? — I  should  not  do  it  in  that  way.  I  should 
buy  a  draft  from,  a  bank  in  Cawnpore  that  has  an  agency 
in  Calcutta. 

4112.  You  suggested  that  there  ought  to  be  a  certain 
relaxation  of  the  conditions  now  prescribed  for  the 
Presidency  banks ;  I  have  not  quite  understood  what 
relaxation  it  was  that  you  wanted  ? — The  only  relaxation 
I  asked  for  is  that,  instead  of  the  regulation  by  which 
they  are  only  allowed  to  advance  on  a  document  with 
two  names  on  it,  you  should  allow  them  to  advance 
money  upon  any  marketable  secuidty,  because  when  they 
advance  upon  some  such  document  as  a  promissory  note 
with  two  names  on  if,  which  simply  means  that  it  is  for 
the  benefit  of  one  of  the  parties  only — not  for  the  other 
— the  bank  takes  some  form  of  collateral  security  which 
is  really  what  they  are  lending  on,  and  not  upon  the 
names  at  all. 

4113.  The  banks  can  at  present  lend  on  security 
which  is  deposited  with  them,  or  the  title  to  which  is 
deposited  with  them  ? — ^It  depends  on  the  nature  of 
the  seoui'ity. 

4114.  What  is  the  kind  on  which  they  are  not  now 
allowed  to  lend,  and  on  which  jou  wish  them  to  be 
allowed  to  lend  ? — Such  things  as  shares. 

4115.  But  they  can  lend  on  some  forms  of  shares 
now.  You  wish  them  to  be  allowed  to  lend  against 
any  foim  of  marketable  security  which  does  not 
represent  immovable  property  ? — That  is  so. 

4116.  You  would  not  include  immovable  property  ? 
— No,  I  would  not  include  immovable  property. 

4117.  The  important  part  of  the  relaxation  is  that 
they  should  be  allowed  to  lend  against  shares  and 
debentui'es  of  companies  ? — That  is  so. 

4118.  The  bank  rate  in  India  commonly  reaches 
7  or  8  per  cent,  in  the  busy  season ;  would  you  regard 
it  as  of  gi-eat  importance  to  the  country  that  that  high 
rate  should  be  reduced  ? — ^I  think  it  would  be  a  very 
great  convenience  to  trade  if  you  could  look  forward 
to  the  rate  not  going  beyond  7  per  cent,  at  the  worst. 

4119.  Do  you  think  it  a  serious  burden  on  trade 
that  the  bank  rate  should  go  so  high  ? — I  think 
it  is  a  drawback.  It  is  a  drain  upon  the  trade  of  the 
country.     It  is  a  levy. 

4120.  In  the  United  Provinces  and  the  Punjab  yon 
are  within  the  sphere  of  influence  of  the  Bengal 
Presidency  Bank,  are  you  not  ? — Yes. 

4121.  But  the  seasons,  the  crops  and  the  methods 
.of  doing  business  are  veiy  different  from  those  in,  say, 
Eastern  Bengal  ? — I  cannot  speak  of  what  happens  in 
Eastern  Bengal,  except  that  it  is  generally  understood 
that  there  it  is  chiefly  silver  that  is  wanted  in  payment 
of  crops. 

4122.  Do  you  find  that  the  Bengal  Presidency 
Bank  is  able  to  adapt  itself  to  the  methods  of  Noi-thern 
India  ? — I  think  the  Bank  of  Bengal  in  particular — and 
I  can  speak  of  it  from  some  personal  knowledge — has 
laid  herself  out,  of  recent  years,  to  adapt  itself  to  meet 
the  needs  of  the  country  much  more  than  it  used 
to  do. 

4123.  You  have  found  no  inconvenience  in  the 
Presidency  Bank  of  Bengal  having  to  direct  operations 
over  such  a  very  large  area  of  the  country  embracing 
such  different  conditions  ?— That  is  more  for  the  bank 
manager  to  say. 

4124.  You,  as  a  trader,  have  not  found  any  incon- 
venience ?— I  have  not  observed  any  difiiculty. 

4125.  You  say  in  your  precis  that  the  Presidency 
banks  and  the  exchange  banks  are  prosperous  con- 
cerns that  have  been  tried  in  adversity  and  emerged 
triumphantly ;  is  there  now  in  India  another  class  of 
banks  of  which  that  is  not  true  ? — I  think  there  is.  I 
think  there  are  a  large  number  of  commercial  banks 
that  are  a  danger. 

4126.  The  Presidency  banks  act  as  bankers'  banks 
to  a  large  extent  both  for  the  exchange  banks  and 
also  for  these  mushroom  banks  ? — They  do,  iust  as  the 
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Bank  of  England  j|cts  as  a  bankers'  bank  bere.  As 
regards  tbe  prosperity  of  tbe  Presidency  banks  it  must 
not  be  forgotten  that,  although  they  are  paying  now  a 
dividend,  and  a  handsome  dividend,  upon  their  original 
capital,  they  are  not  paying  very  much  upon  the  actual 
capital  employed,  because,  roughly  speaking,  the 
reserve  in  hand  at  each  of  the  banks  is  equal  to  the 
capital,  so^you  should  divide  the  return  you  get  upon 
your  capital  by  two. 

4127.  Do  you  feel  ■perfectly  certain  that  the  Presi- 
dency banks  are  strong  enough  to  relieve  all  probable 
difficulties  in  the  next  banking  crisis,  taking  account 
of  the  fact  that  they  will  have  to  bear  the  burden  not 
only  of  their  own  deposits,  but  also  of  the  deposits  of 
other  banks  in  India  ? — I  look  forward  to  their  doing 
that. 

4128.  You  think  they  are  in  a  strong  enough 
position  to  do  that  ? — I  think  they  ai-e  equal  to  it. 

4129.  Would  they  be  in  a  stronger  position  if  their 
reserves  were  amalgamated,  and  if  they  were  in  direct 
connection  with  the  Government  ? — Let  me  say  this : 
When  I  give  that  answer  I  am  assuming  that  the 
Government  of  India  are  prepared'  to  let  the  Presi- 
dency banks  have  the  advantage  I  have  spoken  of.  I 
am  not  speakiag  of  the  Presidency  banks  now  with 
theii"  existing  resources  and  entirely  cut  off  from  any 
recourse  to  the  Government  balances. 

4130.  Tou  are  assuming  that  in  a  crisis  the  Govern- 
ment would  come  to  the  rescue  to  some  extent  ? — I 
think  to  the  extent  to  which  they  can  advance  the  money 
upon  proper  security. 

4131.  Tou  do  not  think  that  a  central  bank  which 
was  an  amalgamation  of  the  Presidency  banks,  and 
which  was  in  direct  and  habitual  communication 
with  the  Government,  would  be  in  a  stronger  position 
to  meet  a  general  banking  crisis  in  India  than  the 
three  separate  Presidency  banks  now  are .' — I  do  not 
know  that  it  really  would,  because,  after  all,  that  bank 
would  have  no  larger  resources  without  the  Government 
of  India  than  the  banks  have  now. 

4132.  Tou  do  not  think  that  the  banking  reserves 
of  the  countiy  wovild  be  strengthened  if  all  the  avail- 
able resovirces  were  in  one  reserve  rather  than  if  they 
were  in  scattered  reserves  ? — Except  that  m  the 
eventuality  of  the  drain  being  upon  both  kinds  of 
reserve  at  the  same  time,  it  would  make  a  larger  sum 
available  in  a  liquid  form. 

4133.  The  currency  notes,  I  believe,  are  in  the 
form  of  promissoiy  notes  of  the  Government  of  India  ? 
— Tes. 

4134.  The  management  of  the  note  issue  might  be 
taken  over  by  a  central  bank  without  the  Government 
of  India  repudiating  the  ultimate  responsibility  of  the 
notes,  and  without  their  form  being  altered? — That 
might  be  done. 

4135.  In  that  case  would  the  confidence  that  they 
inspire  be  reduced? — There  would  not  be  the  same 
reason  for  it  if  you  keep  the  form  of  the  note. 

4136.  So  that  you  would  advocate  the  form  of  the 
note,  at  any  rate,  not  being  changed,  even  though  the 
management  of  the  note  issue  was  changed  ? — I  do  not 
quite  see  how  you  could  maiutain  the  form,  and  still 
make  it  an  issue  of  a  State  bank ;  but  assuming  you 
can  do  so  I  do  not  see  that  there  is  any  objection  to  it 
on  that  score. 

4137.  With  regard  to  boiTOwing  in  India,  would  it 
be  a  good  thing  do  you  think  to  introduce  _  some  new 
form  of  security,  such  as  railway  secvtrities  with  a 
guaranteed  minimum  interest  and  a  share  of  the 
profits  ;  would  that  be  attractive  to  the  Indian  invest- 
ing public? — I  do  not  think  it  would  make  much 
difference. 

4138.  Then  you  think  there  would  be  no  advantaf>'e 
in  that  over  rupee  paper  ?— I  do  not  think  it  would  be 

an  inducement.  «j^       »  x,         .  j_    ■ 

4139.  With  regai-d  to  the  profits  ot  the  mmt,  ni 
pai-agi-aph  18  of  Appendix  XX.  (page  549)  you  say  that 
the  Indian  mints,  as  now  run,  make  a  profit  of  over 
100,000?.,  even  when  they  are  slack  and  coining  no 
new  i-upees,  from  the  pm-ohases  of  silver  ?— Quite  so. 

4140.  Do  you  mean  by  that  the  profit  on  the 
coinage  other  than  nipee  coinage  .?— Other  than  rupees 
and  half  rupees — four  annas,  two  annas,  bronze  and 


nickel  coinage,  and  also  a  certain  proportion  of  trade 
dollars. 

4141.  With  regard  to  the  purchase  of  silver  let  us 
suppose  that  your  system  of  purchasing  three  millions 
a  year  or  two  millions  a  year  had  been  in  force  over 
the  last  10  years  ;  aftei-  a  long  interval  coinage  began 
in  1901,  and  in  that  year  two  or  three  millions  would 
not  have  been  enough  ? — No ;  but  when  I  speak  of  two 
or  three  millions  I  have  reduced  it  to  an  average. 

4142.  I  am  now  applying  that  to  an  actual  case. 
In  1901  you  would  have  to  exceed  your  average: — 
Tes. 

4143.  You  would  have  to  pay  for  that  by  going 
below  the  average  of  1902,  1903,  and  1904  ?— Tou 
would  be  obliged  to. 

4144.  In  1905  there  was  heavy  coinage  again,  and,  as 
you  would  have  bought  nothing  in  1902,  1903,  and 
1904,  in  order  to  bring  your  average  down,  in  1905, 

1906,  and  1907  you  would  have  had  to  buy  very  large 
sums  ? — Tou  would  have  had  some  reserve  to  fall  back 
upon  to  begin  with.  Tou  would  have  been  accumu- 
lating the  portion  of  your  annual  buying  that  you 
had  not  used,  if  you  wei-e  to  buy,  say,  a  minimum  of 
two  millions,  and  when  the  price  is  favourable  there  is 
no  hai'm  in  going  to  three  millions. 

4145.  If  nearly  all  the  coinage  was  in  1901,  1902, 
and  1903,  or  nearly  aU.  iu  1901,  you  would  find  yom-self 
in  1904  with  a  small  reserve  ? — That  is  so. 

4146.  There  was  a  heavy  coinage  in  1905,  1906,  and 

1907,  in  which  years  you  would  have  had  to  have 
bought  very  much  mox-e  than  your  average  ? — ^I  take  it 
that  you  would,  if  you  had  been  below  your  average. 

4147.  On  the  actual  facts  as  they  were,  you  would 
have  had  to  buy  more  than  your  average  in  those  years  ? 
Yes. 

4148.  Then  in  1908,  1909,  and  1910,  in  order  to 
bring  it  down  again  to  your  average,  you  would  have 
had  to  have  bought  no  silver  ? — During  those  years  the 
Government  of  India  were  holding  off  coining  because 
they  wanted  to  fight  the  Bombay  corner,  and  they 
endeavoured  to  get  as  many  people  as  possible  to  take 
sovereigns  in  payment  of  Council  bills. 

4149.  This  is  quite  a  new  fact  to  us.  Is  it  one 
on  which  you  have  evidence,  that  the  Government  were 
deliberately  refraining  from  coining  ? — I  am  taking  it 
as  a  belief ;  I  am  not  in  a  position  to  say  it  was  a  fact, 
but  that  was  the  public  opinion. 

4150.  That  the  Government  were  forcing  sovereigns 
on  the  people  ? — I  am  assured  it  is  the  case  that  they 
tried  to  do  so. 

4151.  They  had  very  large  reserves  of  rupees  in 
those  years  ? — Then  why  did  they  want  to  coin  ? 

4152.  They  did  not  want  to  coin  ? — The  general 
belief  is  that  they  held  off  to  the  very  last  moment 
before  they  began  to  buy,  and  then  they  had  to  take 
steps  to  circumvent  Bombay. 

4153.  Tou  are  speaking  -now  of  1912.  not  of  the 
period  1908-12  ?  -I  am. 

4154.  In  the  period  1908-1 2  they  would  have  had 
to  refrain  from  buying  silver  in  order  to  biing  down  the 
average,  which  had  been  spoiled  temporarily  by  the 
very  large  purchases  in  1905,  1906,  and  1907  ? — Tes. 
If  I  am  asked  to  say  whether  I  should  recommend 
spasmodic  purchases  of  silver  or  steady  purchases,  I 
should  plump  for  steady  purchases. 

4155.  I  was  trying  to  suggest  that  if  you  had  the 
rule  of  steady  purchases  it  would  not  have  made  the 
slightest  difference? — In  that  event  you  would  have 
been  no  worse  off. 

4156.  I  am  putting  this  point,  that  if  you  had 
applied  your  method  to  the  last  10  yeai's,  it  would  not 
have  worked  ? — I  will  take  your  word  for  it. 

4157.  If  you  were  to  apply  it  to  the  next  10  years, 
you  would  base  your  average  upon  the  demands  in  the 
last  10  years  ? — It  looks  to  me  very  much  as  if  my 
theory  is  correct,  that  the  Government  of  India  held 
off  buying  as  long  as  they  could,  if  the  average  annual 
demand  is  rather  more  than  three  millions,  because 
you  came  to  a  poiat  when  they  were  at  starvation. 

4158.  My  own  opinion  is  that  an  assertion  that 
the  Government  were  holding  off  wajs  only  true 
of  a  very  few  months,  but  I  will  noh  press  you 
further  on  this  question.     The  points  I  was  trying  to 
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Bring  to  your  notice  were,  first,  that  your  plan  would 
not  have  worked  for  the  last  10  years,  and,  secondly, 
that  for  the  next  10  years,  10  yeai-s  being  a  long 
period  in  the  cuwency  habits  of  a  country,  it  would  be 
dangerous  to  buy,  perhaps,  yuars  in  advance  on  the 
basis  of  that  rather  remote  experience  ? — Do  I  under- 
stand you  to  say  that  if  the  Government  of  India  had 
begun  10  years  ago  buyiag  silver  at  the  rate  of  not  less 
than  two  millions  a  year,  the  sum  they  would  have  had 
to  pay  for  that  silver  would  be  at  least  as  much  as  they 
had  to  pay  when  they  bought  eight  millions  straight 
ofE? 

4159.  I  am  saying  that  they  could  not  have  kept 
the  programme  of  buying  two  millions  a  year,  and  that 
they  would  have  had  to  have  bought  much  more  than 
two  millions  in  some  years,  and  therefore  much  less  in 
others  ? — I  take  it  that  you  have  worked  out  the 
prices? 

4160.  I  have  worked  out  the  figures  of  the  annual 
demand  for  coinage? — And  on  the  average  monthly 
rates  for  silver  during  that  period,  it  would  have  cost 
the  Government  of  India  as  much  as  it  did  when  they 
had  to  buy  a  large  quantity  ?' 

4161.  My  argument  is  simply  based  on  the  assump- 
tion that  you  could  not  buy  in  the  years  1908,  1909, 
a,hd  1910  silver  which  you  wanted  to  coin  in  the  years 
1905,1906,  and  1907  ?— That  is  so,  but  I  have  not 
suggested  that  you  would  not  buy  more  than  two 
millions  a  year  if  you  wanted  it,  but  I  would  buy  two 
millions  in  a  year  I  did  not  want  it  and  make  up  the 
balance  when  it  evened  itself  out. 

4162.  {Sir  Shaptvrji  Broacha.)  In  former  years, 
befoi-e  1911,  the  Secretary  of  State  had  smaller  balances 
on  this  side ;  you  said  four  milUons  ? — Prior  to 
1909-10.  As  a  matter  of  fact,  the  period  of  abnormal 
balances  began  with  the  year  ending  31st  March  1909. 

4163.  The  four  millions  balance  was  not  a  large 
balance  ? — It  is  a  very  good  sum. 

4164.  India  has  a  debt  of  500  millions  to  England, 
always  ? — 500  millions  of  what  ? 

4165.  Pounds  ? — In  what  form?  That  is  not  the 
debt  of  India. 

4166.  Yes,  that  is  the  debt?— It  is  under  300 
millions. 

4167.  No,  500  millions  altogether,  including  the 
rupee  p.aper  and  including  the  reserves  ? — It  is 
276,281,0002. 

4168.  Ton  do  not  count  the  mpee  debt  and  the 
whole  railway  debt  ? — That  is  counting  all  the  debts. 

4169.  Never  mind,  we  wiU  not  dispute  about  that. 
The  Secretary  of  State  has  to  provide  the  materials  for 
the  Indian  public  works  ? — Tes. 

4170.  Taking  all  these"  things  into  consideration,  it 
is  a  very  small  balance  to  keep  here  in  order  to  be 
prepared  for  all  contingencies.  India  had  a  surplus 
revenue  during  the  la^t  fojir  years  of  about  20  millions, 
Ittink.?— Tes. 

4171.  Of  that  surplus  revenue,  the  opium  revenue 
and  the  railway  revenue  together  make  up  a  sum  of 
13^  millions,  and  the  further  surplus  was  6^  milhons. 
Do  you  think  with  a  progressive  country  like  India  a 
surplus  of  64  millions  in  four  years  is  excessive  ? — It 
depends  altogether  on  what  you  want  to  do  with  your 
surplus,  or  what  grpund  you  can  give  for  getting  it. 
If  getting  this  surplus  means  that  you  have  levied  high 
taxation,  it  is  wrong. 

4172.  I  am  taking  a  progressive  countiy  like  India. 
Russia,  for  instance,  had  a  surplus   during   the   last 

two  years  of  something  like  eight  or  nine  millions  ? 

What  do  you  mean  by  a  surplus  under  those  conditions  ? 

4173.  I  mean  that  you  make  your  budget  for  a 
certain  amount  and  what  exceeds  that  amount  is  a 
surplus  ? — Tes,  according  to  the  budget. 

4174.  Do  you  consider,  having  regard  to  all  the 
contingencies  of  India,  that  a  million  and  a  half  a  year 
is  an  excessive  surplus? — I  do  not  know.  I  would 
rather  not  give  an  opinion  as  to  whether  it  is  excessive 
or  otherwise. 

4175.  There  have  been  complaints  made  about 
excessive  surpluses  and  about  taxation  that  ought  to 
have  Ijeen  reduce^  at  once  ? — There  is  no  doubt  that 
the  income  has  beeh  estimated  with  very  great  caution. 


4176.  Should  not  India's  income  be  progressive 
because  the  counti-y  is  advancing  by  leaps  and  bounds  ? 
— I  think  there  is  no  doubt  that  the  question  of  the 
amount  levied  by  taxation  would  have  been'  taken  into 
consideration  if  it  had  not  been  that  the  time  is  coming 
when  even  more  will  be  wanted.  It  is  like  getting  the 
toad  accustomed  teethe  harrow. 

4177.  As  I  said,  there  was  13^  mUlioni^  of  windfalls 
from  opium  and  railway  excess ;  could  they  have  used 
that  surplus  in  India  ? — ^I  think  they  made  a  very  good 
use  of  it  as  they  did,  by  paying  off  the  debt. 

4178.  They  were  right  to  use  it  as  they  did." — I 
shoidd  think  so. 

4179.  Do  you  know  what  the  practice  of  other 
States  is  in  keeping  large 'funds  in  foreign  countries? 
— I  have  mentioned  what  one  might  call  the  classic 
instance  of  Russia. 

4180.  Are  we  ndt  tb  be  bound  by  the  example  of 
other  countries  in  estimating  the  Secretary  of -State's 
balances  ? — I  am  not  sure  that  we  are  not  bound  by 
the  Secretary  of  State's  practice. 

4181.  In  judging  the  Secretary  of  State,  are  we  not 
to  have  those  exalnples  before  us  ? — No.  I  would  prefer 
to  hold  the  Secretary  of  State's  practice  up  as  an 
example  to  them. 

4182.  We  will  not  discuss  that.  Do  you  think  the 
Secretary  of  State  was  right  in  using  that  siirplnS 
balaiibe  as  he  did  ? — I  think  he  was  quite  right,  seeing 
he  had  it. 

4183.  And  the  surjilus  balance  would  be  no  good 
in  India  ? — As  a  matter  of  fact  there  was  a  surplus 
balance  in  India,  too,  but  it  did  not  do  much  good. 

4184.  India  having  a  surplus,  that  surplus  was  no 
good  in  India  ? — None  whatever.  •,  i 

4185.  If  they  do  not  use  it  at  once,  I  think  they 
must  wait  until  it  is  allocated  to  certain  uses  and 
certain  ways  and  means  ? — That  is  what  I  understand 
is  the  only  way  of  dealing  with  it. 

4186.-  Do  you  think  money  ought  to  be  lent  to  the 
Presidency  banks  when  money  becomes  dear  ? — I  do. 

4187.  And  you  fix  the  rate  at  6  per  cent.  ? — I  think 
6  per  cent,  is  a  fair  thing  to  start  with.  ' 

4188.  When  the  bamkVate  is  raised  to  6  per  cent., 
do  you  not  think  the  Government  should  commence 
lending  money  at  1  per  cent,  less,  so  as  to  give  the 
Presidency  bank  some  profit  ? — No,  I  do  not  think  so. 

4189.  If  the  money  is  lying  idle,  what  would  you 
sajjr  of  the  Government? — There  is  a  lot  of  money 
lyiQg  idle  now.  Income  from  your  funds  is  not  always 
the  first  consideration. 

4190.  Suppose  the  Government  could  spare  seven  or 
eight  crores  to  trade,  and  lent  that  to  the  Presidency 
banks  when  the  rate  is  6  per  cent.,  would  there  be  any 
harm  in  their  doing  so  ? — It  would  be  an  innovation, 
and  I  would  be  disposed  to  wait  until  the  rate  went 
beyond  6  per  cent,  before  I  gave  them  anything. 

4191.  Is  there  any  harm  in  lending  six  or  seven 
crores  ? — I  see  no  harm  in  it,  but  I  think  the  occasion 
would  not  have  arisen  then. 

4192.  Ton  have  been  in  India  for  29  years,  I  think 
you  told  us  ?— Tes,  I  said  so. 

4193.  The  money  market  in  India  has  very  much 
widened  during  the  last  29  years,  has  it  not  ?— It  has 
become  a  different  thing  altogether. 

4194.  And  you  cannot  base  your  lending  on  what 
you  experienced  in  1874  P— I  daresay  not. 

4195.  Money  is  dear  from  December  to  March  ?— 
Tes ;  it  begins  to  get  dear  in  November,  usually. 

4196.  Is  that  owing  to  money  going  for  revenue 
into  the  pockets  of  the  Government  of  India,  to  a 
certain  extent  ?— No.  It  is  due,  in  the  first  place,  to 
the  need  of  money  to  pay  for  the  jute  crop  of  Bengal 
which,  is  followed  immediately  by  the  demand  for 
money  to  finance  the  rice  crop  in  Burma.  A  great 
part  of  that  does  not  come  back  to  Indiai 

4197.  That  is  the  trade  demand,  but  independent 
of  the  trade  demand  the  money  goes  for  revenue  pay- 
ments to  the  Government  of  India  ? — Naturally  ■  once 
the  crops  are  harvested,  the  revenue  payments  begin 

4198.  In  every  country  the  Government  money  is 
given  for  use  by  commerce  ?—l  do  not  want  to  be  tied 
down  to  that. 
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4199.  I  say  th^  is  the  fact  in  every  ooiintry  ? — To 
a  limited  extent,  perhaps,  but  it  wants  qualification. 

4200.  In  every  country  they  make  loans  in  order  to 
finance  the  trade  of  the  country,  and  they  do  not  put 
the  money  in  the  G-ovemment  vaults.  In  England, 
for  instance,  there  are  18  millions  at  the  Bank  of 
England  now  P — How  much  of  it  is  bon-owed  ? 

4201.  ^Chairman).  Does  not  that  18  millions  include 
futds  in  the  Court  of  Chancery,  and  all  other  subsi- 
diary funds  ? 

4202.  (Sir  Shapurji  Broacha.)  It  includes  all  the 
Government  funds.  If  money  for  thi-ee  months  becomes 
dearer,  it  is  due  to  the  Government  of  India  keeping 
that  money  in  their  hoards  and  not  putting  it  out  into 
use,?: — I  would  not  hang  them  for  that. 

4203.  And  I  would  not  hang  them  for  it,;  I  do  not 
think  they  have  bodies  to  be  hanged.  Do  you  think 
that  the  Government  of  India  should  lend  from  their 
surplus  balances  ? — I  do. 

4204.  And  even  if  those  surplus  balances  at  that  time 
happen  to  be  at  home,  would  you  get  them  back  ? — No ; 
I  say  subject  to  the  convenience  of  the  time. 

4205.  I  think  it  is  your  experience  now  that  money 
is  much  cheaper  and  more  easily  obtainable  than  it 
was  20  years  ago,  or  10  years  ago.'' — It  is  cheaper  than 
it  used  to  be  iu  India.  ,     .-,  ,         .       t 

4206.  Do  you  know  how  much  money  is' raised  in 
India  for  loans  now  every  year  P  Is  it  not  about  three 
crores  for  the  Government  and  about  three  or  four 
croi-es  for  the  miTnioipalities,  the  Port  Trusts  and  the 
Improvement  Trusts  ? — Yes,  that  is  the  annual  am.ount 
raised. 

4207.  Do  you  know  that  the  3|  per  cent,  sterling 
loan  is  9  per  cent,  cheaper  than  the  rupee  loan--that 
it  is  under  87  now,  whilst  last  year  the  rupee  loan 
went  at  96  ?— Or  rather  over. 

4208.  And  it  is  expected  to  go  to  96  this  year  ? — 
That  I  will  not  say  ;  I  cannot  tell. 

4209.  Do  you  know  that  there  is  a  large  amount  of 
money  coming  out  in  the  native  states  and  in  Upper 
India  for  local  railway  loans  ? — Yes ;  I  believe  Bombay 
has  obtained  a  Very  large  sum  from  the  states. 

4210.  Do  you  know  that  a  good  deal  of  railway  work 
is  stopped  by  the  dilatbriness  of  the  Government  of 
India,  or  of  the  Secretary  of  State,  in  giving  those 
concessions?- — I  do  not  know  :that  I  should  make 
that  statement.  I  have  no  doubt  whatever  that  the 
Government  of  India  considered  the  matter  very  care- 
fully, and  to  charge  them  with  dUatoriness  under  the 
circumstances  I  think  is  not  quite  correct. 

4211.  So  you  are  agreed  in  this,  that  the  Govern- 
ment could  lend  safely  six  or  seven  crores  to  the 
Presidency  banks  during  the  busy  season? — I  would 
let  them  fix  the  amount ;  I  would  not  fix  it  in  advance 
beforehand.  . 

4212.  There  is  no  danger  of  that  if  the  funds  are 
available.  You  would  not  commit  yourself  to  the 
amount  ? — No. 

4213.  You  are  not  in  favour  of  a  State  bank  ? — No. 
I  am  not  antagonistic  to  it,  but  I  am  not  an  advocate 
of  it. 

4214.  Do  you  think  it  would  be  too  large  a  concern  ? 
— I  do  not  think  it  is  needed,  and  I  see  obstacles. 

4215.  Do  you  see  any  difficulty  in  stating  where  it 
should  be — Bombay,  Calcutta,  or  Madras  ? — Yes. 

4216.  Do  you  think  the  Presidency  banks  are  doing 
the  work  equally  well  ? — I  think  the  Presidency  banks 
are  doing  very  well  indeed,  and  are  very  accommo- 
dating. 

4217.  There  has  been  a  fear  expressed  that  if,  you 
lent  in  India  six  or  seven  crores  on  Government  paper 
at  a,  time  of  trade  demand,  the  money  would  not  be 
returned  when  wanted ;  apparently  you  do  not  believe 
that  ? — I  do  not  think  there  woxild  be  any  difficulty  ;  I 
would  not  anticipate  any  difficulty. 

4218.  Even  now  money  is  very  cheap  in  India  ? — 
Very  cheap — 2  per  cent. 

4219.  Although  the  rate  of  the  Bank  of  Bombay  is 
5  per  cent,  and  the  rate  of  the  Bank  of  Bengal  is  4  per 
cent.,  do  you  knpw  that  in  Bombay  money  can  be  had 
at  2  per  cent,  ?— Yes.  You  are  very  fortunate  in 
Bombay. 


4220.  And  do  you  know  that  there  are  no  borrowers 
at  present  at  2  per  cent.  ? — I  could  find  a  borrower. 

4221.  The  money  would  certainly  return  in  the 
monsoon  after  the  busy  season  P — Yes. 

4222.  There  is  no  fear  of  that  money  not  returning 
when  it  is  wanted  P — I  should  think  not. 

4223.  Do  you  know  whether  the  exchange  banks  can 
borrow  on  rupee  secm-ities  in  England? — I  have  no 
doubt  London  takes  care  of  itself. 

4224.  If  they  could  borrow  in  India  or  England  on 
securities,  I  think  the  Presidency  banks  would  be 
equally  safe  and  equally  careful  to  see  that  they  ai-e 
not  tied  up  when  the  money  has  to  be  returned? — 
Provided  secui-ity  is  given,  I  would  not  mind. 

4225.  Why  do  jou  want  moi-e  frequent  sales  of 
Council  bills ;  they  can  always  buy  them  everyday 
at  jL.  higher  than  the  rate  fixed  on  the  preceding 
Wednesday  ? — That  I  was  not  aware  of.  They  might 
not  want  to  give  the  Jj- ;  they  might  be  expecting  it  to 
be  ^-  lower. 

4226.  You  said  you  wanted  to  educate  your  people 
by  giving  them  sovereigns  ? — I  wanted  to  accustom 
them  to  the  use  of  gold. 

4227.  Did  they  not  use  it  before  ?— No. 

'  4228:  You  know  that  before  1900  when  the  standard 
was  established  they  used  to  have  three  or  four  millions 
imported  every  year  ? — That  was  used  for  ornaments  ; 
they  were  shield  sovereigns,  and  were  used  for  necklaces 
and  things  of  that  kind. 

4229.  How  do  you  know  they  do  not  use  sovereigns 
for  ornaments  now  ? — I  take  it  they  do.  They  are  all 
used  up. 

4230.  Do  you  think  it  is  any  benefit  to  force  gold 
on  people  when  15  rupees  can  buy  the  same  quantity 
of  food  ? — Yes,  because,  after  all,  if  you  have  a  gold 
exchange  standard  the  natural  step  afterwards  is  to 
have  a  gold  currency,  if  you  can  do  so  economically 
The  only  alternative  would  be  notes. 

4231.  A  gold  currency  means  that  you  would  have 
to  give  gold  when  demanded  ? — It  does  not  mean  a 
gold  standard. 

4232.  Let  us  understand  the  distinction.  A  gold 
currency,  means  that  you  must  give  gold  when 
demanded  ? — To  make  it  effective  that  is  the  only  way 
to  do  it. 

4233.  A  gold  cui'renoy  means  you  have  to  give  gold, 
or  it  is  not  a  gold  currency  ? — That  is  so.  , 

4234.  Suppose  they  had  tried  a  gold  currency,  in 
1908  when  they  stopped  giving  gold  the  gold  currency 
would  have  been  a  failure  ? — That  is  so. 

4235.  Is  it  prudent  to  risk  that  failure  in  another 
year  ? — I  have  not  asked  them  to  do  so ;  I  have  not 
recommended  it. 

4236.  A  good  deal  of  silver  bullion  has  been  pur- 
, chased,  and  some  say  Government  has  made  the,  sUver 
currency  redundant,  do  you  think  they  did  P — I  do  not 
quite  follow  you. 

4237.  It  is  said  that  the  coining  of  an  excessive 
number  of  rupees  in  the  past  few  years  has  made  a 
great  redundancy  of  currency,  and  prices  have  gone 
up,  do  you  believe  that  ? — I  do  not  Icnow  that  that  is 
the  reason  why  prices  have  gone  up. 

4238.  Do  you  say  that  is  not  the  reason  P — I  do 
not  say  that ;  I  say  I  am  not  clear  about  it. 

4239.  Has  a  redundancy  of  rupees  raised  prices? — I 
do  not  know  that  there  has  been  a  redundancy  of  rupees. 

4240.  There  is  no  redundancy  of  silver  now,  is 
there? — I  do  not  know;  I  have  not  heard  that 
there  is. 

4241.  If  they  had  not  bought  that  seven  millions  of 
silver  last  year  there  would  have  been  no  rupees  left, 
because  the  rupees  went  down  to  about  11  crores  ? — I 
understand  that  there  was  great  need  for  rupees  v/hen 
they  began  coining  last  year. 

4242.  Your  idea  is  that  they  should  buy  silver 
every  year,  is  it  P — I  think  they  should  average  their 
purchases. 

4243.  But  they  have  to  buy  more  silver  in  the 
years  when  they  want  more  rapees  ? — That  is  so. 

4244.  Would  you  like  to  refuse  to  give  a  man 
15  rupees  if  he  presents  you  a  sovereign,  and  say : 
No,  we  will  pay  you  only  in  sovereigns,  not  in  rupees  ? 
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— What  they  say  now  is  :  If  you  bring  me  a  sovereign 
I  will  give  you  15  rupees. 

4245.  When  they  pushed  sovereigns  in  Cawnpore 
in  the  beginning  of  1901,  and  also  in  Delhi  and  other 
places,  the  sovereign  went  to  a  discount,  did  it  not .-' — 
I  have  known  sovereigns  at  a  discount  of  four  annas. 

4246.  (Chairman.)  When  have  you  known  that 
happen  ? — About  the  earlier  years,  1899  or  thereabouts. 
Then,  when  the  people  did  not  know  the  sovereign, 
they  were  very  chary  of  accepting  it,  and  if  a  man 
were  paid  a  sovereign  in  his  wages  and  be  went  into 
the  bazaar  he  only  got  14  rupees  12  annas  for  it. 

4247.  Has  that  ceased  entirely  now? — That  does 
not  happen  now. 

4248.  [Sir  James  Begbie.)  With  i-egard  to  your 
remarks  on  the  Presidency  banks  and  the  conditions 
under  which  they  work,  you  say  that  you  are  not 
in  favour  of  any  material  change  in  the  conditions 
now  prescribed  for  the  Presidency  banks  ? — Except 
in  the  one  particular  that  I  have  quoted. 

4249.  Are  you  aware  of  any  other  banks  without 
a  note  issue  that  work  under  similar  restrictions  ? — 
No. 

4250.  When  you  say  the  banks,  if  given  access  to 
the  London  markets,  wiU  merely  be  competing  with 
the  exchange  banks,  do  you  mean  that  the  object 
would  be  to  do  exchange  business  ? — I  assume  they 
would  do  exchange  business,  and  also  take  deposits. 

4251.  If  the  Presidency  banks  had  authority  to 
boiTow  in  London  against  the  securities  they  hold 
might  it  not  be  an  advantage  to  India  if  that  pre- 
vented the  bank  rate  rising  to  a  high  level  ? — Tes,  if  it 
were  to  operate  before  the  6  per  cent,  rate  was  exceeded, 
under  the  tenns  of  the  advances  from  the  Government 
balances,  assuming  that  that  is  conceded. 

4252.  Do  you  know  whether  the  Presidency  banks 
require  to  remit  money  to  England  on  behalf  of  their 
constituents  ? — Tes,  they  have  to  do  that. 

4253.  Constantly  ? — Tes,  that  is  quite  a  usual 
thing. 

4254.  Are  you  aware  whether  all  the  exchange 
banks  are  equally  willing  to  supply  the  Presidency 
banks  with  drafts  on  London  ? — That  I  cannot  tell 
you. 

4255.  Do  you  know  whether  the  rates  of  exchange 
at  which  the  exchange  banks  sell  di-afts  on  London  to 
the  Presidency  banks  are  always  the  best  rates  of 
exchange  ? — I  think  they  ai-e  usually  as  good  as  you 
can  get  from  the  exchange  bank  direct.  That  is  my 
own  experience.  As  a  matter  of  fact  I  always  set  the 
one  against  the  other,  and  as  often  as  not  I  deal  with 
the  Presidency  banks. 

4256.  I  am  talking  about  bills  bought  by  the 
Presidency  banks ;  you  do  not  know  about  that  of 
youi-  own  knowledge  ? — I  do  not  know  of  bills ;  I  am 
speaking  of  buying  drafts  on  London. 

4257.  I  am  talking  of  drafts  bought  by  the  Presi- 
dency banks  from  the  exchange  banks.  Tou  do  not 
know,  do  you,  whether  they  always  get  the  best  rate  of 
exchange  ? — ^If  you  buy  a  draft  of  the  Presidency 
banks  on  London  they  would  do  it  through  one  of  the 
exchange  banks. 

4258.  Tou  do  not  know  what  rate  of  exchange  is 
given  ? — No.     I  give  the  market  lute. 

4259.  Do  you  prefer  the  Presidency  banks  ? — If 
the  Presidency  banks  give  me  as  good  [a.  qiiotation  for 
my  draft  as  the  exchange  banks  I  would  probably 
give  the  preference  to  the  Presidency  banks. 

4260.  Do  you  find  that  the  Presidency  Banks  sell 
di-afts  on  London  ? — They  do. 

4261.  On  their  own  account  ? — On  their  own 
account  through  their  agent  in  London. 

4262.  Are  you  awai-e  that  the  exchange  banks 
compete  with  local  business  in  India  ? — Tes,  they  do. 

4263.  There  is  no  restriction  in  the  number  of 
exchange  banks,  and  they  may  engage  in  any  business 
in  India  ? — There  is  no  restriction  that  I  know  of. 

4264.  A  new  bank  can  be  started  any  day  ? — Tes. 
4266.  I  am  afraid  I  did  not  quite  imderstand  what 

you  meant  when  you  said  you  would  fix  the  rate  at 
6  per  cent,  for  loans  from  the  Government  from  the 
Gold  Standard  Reserve ;  why  do  you  fix  the  rate  9,t 
6  per  cent,  ? — Because  I  think  it  is  fair. 


4266.  Would  it  not  be  fairer  stiU  if  you  made  it 
lower  ? — I  would  not  object  to  its  being  lower ;  it 
would  suit  me  well  enough.  As  I  say,  it  is  something 
in  the  natui-e  of  an  innovation,  and  I  would  not  begin 
too  low.  It  might  be  found  that  you  could  go  a  little 
lower  afterwards,  but  it  is  an  experiment  and  I  should 
prefer  to  start  at  six. 

4267.  Do  you  think  that  the  trade  of  the  countiy 
is  usually  financed  without  difficulty  under  existing 
conditions  ?  Do  the  periodical  high  rates  of  interest 
not  indicate  some  degree  of  difficulty .'' — I  do  not  think 
so.  I  do  not  think  myself  that  there  is  a  great 
difficulty  in  financing  the  trade  of  the  country  at  any 
time. 

4268.  Regarding  the  note  issue  of  a  State  bank,  do 
you  not  think  that  a  bank,  if  given  an  interest  in  the 
profits  of  an  extended  note  issue,  would  be  in  a  better 
position  to  push  the  circulation  than  a  Government 
department? — I  am  not  sure  that  it  woidd.  What 
would  you  mean  by  pushing  circulation  ? 

4269.  Increasing  it? — By  compelling  a  man  to 
take  notes  if  he  wanted  gold,  or  what  ? 

4270.  A  bank  can  usually  give  some  inducement, 
can  it  not  ? — What  would  it  offer  ? 

4271.  If  you  make'it  worth  while,  it  might  offer  a 
reduced  rate  of  discount  ? — Would  you  give  notes  at  a 
discount  ? 

4272.  No,  I  would  give  notes  in  payment  of  bills 
discoimted? — If  a  man  wanted  rupees  or  gold,  you 
would  hardly  force  the  notes  on  him. 

4273.  I  u,m  talking  about  giving  an  inducement ;  a 
bank  could  induce  notes  to  go  into  circulation  when  it 
discounted  a  man's  bills,  could  it  not  ? — There  is  no 
doubt  that  the  bank  is  in  a  position  to  promote  the 
circulation  of  notes,  under  the  circumstances,  better 
than  a  Government  treasury  is. 

4274.  There  is  another  point  I  was  not  very  clear 
about.  Tou  said  that  the  absorption  of  the  three 
Presidency  banks  by  a  State  bank  would  result  in  the 
sacrifice  in  a  large  measure  of  the  advantages  to  ti-ade 
which  the  present  system  secures.  Why  should  there 
be  any  sacrifice  at  all  ? — Because  the  knowledge  that  a 
Bombay  bank  manager  has  acquii-ed  now  would  not  be 
of  very  special  use  to  him  if  he  were  transferred  to 
Calcutta,  say,  or  Madi-as.  He  has  discovered  the  best 
way  of  handling  his  Bombay  customer,  which  is 
probably  a  very  different  thing  from  the  way  he  would 
handle  a  Bengalee. 

4275.  Would    he    not    natiu^Uy    be    retained    in 
,  Bombay  for   that  purpose,  where   he  was  was   most 

useful?— Very  likely;  but  there  you  have  got  the 
experience  of  your  board  as  well— your  specialised 
board  who  know  aU  about  the  conditions. 

4276.  On  the  subject  of  Council  bills,  you  do  not 
see  that  it  would  be  an  advantage  to  transfer  the 
biisiness  of  exchange  to  a  State  bank  ? — No,  I  do  not. 

4277.  MuBt  you  assume  that  the  State  bank  would 
do  exchange  business  necessarily? — Not  necessai-ily, 
but  that,  I  undei-stand,  is  one  of  the  objects  of  the 
proposal— that  they  should  handle  exchange,  and 
manage  it. 

4278.  As  a  matter  of  fact,  we  have  not  had  any 
proposal  before  us  yet.  In  the  way  of  exchange  how 
would  the  State  bank  do  exchange  business  ?  Would 
it  be  confined  only  to  the  business  of  Government  in 
remitting  the  home  charges  ?— I  think  it  would  be 
better  to  ask  a  banker  that. 

4279.  With  regard  to  the  home  market  in  India, 
you  agreed  with  Sir  Shapurji,  I  think,  that  the  market 
IS  now  much  more  open  than  formerly  ?— I  am  quite 
satisfied  it  is. 

4280.  In  your  experience  do  the  mercantile  com- 
munity as  a  whole  require  to  bon-ow  freely  in  the 
busy  season  ? — Tes. 

4281.  And  in  the  off  season  the  loans  are  paid  off  i' 
— That  is  what  the  off  season  means. 

4282.  Could  that  money  not  be  made  available  for 
Government  loans?  Why  is  it  that  that  money  is 
not  put  into  Government  loans  now  ?— Which  money 
do  you  refer  to  ? 

4283.  I  mean  the  money  belonging  to  the  mercan- 
tile community  which  they  hold  in  the  slack  season? 
—I  do  not  know  whether  that  kind  of  people  would 
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be  disposed  to  lodr  up  their  money  in  Grovemment 
loans.  I  take  it  tnat  as  a  matter  of  fact  the  banks, 
for  example,  will  buy  Government  paper  during  the 
slack  season  and  sell  it  again  when  they  want  to 
realise  in  order  to  use  their  funds  in  a  better  way. 

4284.  Is  it  not  your  experience  that  the  people 
are  afraid  of  high  rates  of  interest  in  the  busy  season 
causing  a  depreciation  in  the  value  of  Grovernment 
securities  ? — I  think  they  are  afraid  of  that ;  there  is 
no  doubt  about  it. 

4^85.  Then  if  we  can  bring  about  a  condition  of 
affairs  where  we  should  do  without  these  high  rates 
of  interest  in  the  busy  season,  that  would  be  an 
advantage  not  only  to  trade  but  to  the  Grovernment 
in  the  way  of  loans  ? — Tes ;  whatever  is  an  advan- 
tage for  trade  is  necessarily  an  advantage  to  the 
Grovernment. 

4286.  (Mr.  Oillan.)  Would  you  object  to  the  head- 
quarters of  the  central  bank  being  located  at  Oawn- 
pore  ? — No. 

4287.  Perhaps  on  grounds  somewhat  similar  to 
those  which  induced  the  Grovernment  of  India  to  take 
its  capital  and  administration  to  Delhi? — I  am  not 
sure  that  I  know  the  whole  grounds  on  which  they 
made  that  move ;  but  for  geographical  reasons  I 
should  say  that  Cawnpore  is  plainly  indicated. 

4288.  There  is  one  point  in  the  local  currency  of 
Cawnpore  which  I  wish  to  ask  you  about.  Mr.  Toomey 
and  Mr.  Fraser  of  the  exchange  banks  gave  us  some 
figures  (see  Appendix  XVIII.,  pp.  541-2)  showing  the 
proportion  of  gold,  of  notes,  and  of  silver,  which  circulate 
a  J  various  centres  ;  those  showed,  I  think,  that  the 
Ijroportion  of  notes  in  the  Cawnpore  circle  is  very  small 
even  compared  with  a  place  like  Lahore.  Can  you 
suggest  any  reason  for  that  ? — What  is  it  that  takes 
the  place  of  notes  in  Cawnpore — gold,  or  silver? 

4289.  It  is  diflB.cult  to  say  ;  gold,  chiefly,  I  suppose  ? 
— That  seems  to  me  to  indicate  that  gold  is  becoming 
more  the  medium  of  exchange,  as  notes  used  to  be. 

4290.  But  why  should  that  be  the  case  in  Oawn- 
poi-e  especially  ? — That  I  cannot  tell  you. 

4291.  In  reply  to  Mr.  Keynes,  you  said  that  the 
Government  of  India  had  put  off  coining  rupees  as 
long  as  possible  ? — I  said  it  was  believed  they  had. 

4292.  I  tmderstocid  you  to  say  that  in  order  to  do 
so  they  had  forced  the  sovereign  into  circulation  ? — 
I  have  been  told  so. 

4293.  Do  you  know  what  was  alleged  regarding 
the  forcing  of  sovereigns  into  circulation  ?  When 
did  it  happen  ? — The  name  of  the  firm  was  given  to 
me,  as  a  matter  of  fact,  but  I  would  rather  not 
mention  it,  because  they  will  probably  be  represented 
here  later.  A  very  large  firm  was  said  to  have 
agreed  to  take  sovereigns  in  payment,  because  they 
could  utilise  them  just  as  well  as  rupees.  It  is  a 
firm  that  is  in  the  habit  of  buying  Council  bills  and 
telegraphic  transfers. 

4294.  There  are  just  one  or  two  points  in  your 
memorandum  that  I  wish  to  ask  you  about,  as  they 
are  not  quite  clear  to  me.  You  say  in  paragraph  11 
of  Appendix  XX.,  p.  648,  "  It  seems  scarcely  correct  to 

'  explain  that  any  capital  expenditure  has  been  met 
"  out  of  surplus  revenue  "  ? — That  is  so 

4295.  What  did  you  mean  by  that  ? — When  a  man 
says  that  he  has  applied  certain  surpluses  to  capital 
expenditure,  it  is  the  same  as  though  a  man,  who  is 
making  out  a  profit  and  loss  account,  were  to  say  that  he 
has  debited  capital  expendituj-e  to  revenue  when  as  a 
matter  of  fact  that  is  not  what  takes  place.  When  the 
India  Office  go  through  this  operation,  it  is  not  quite  so 


simple  as  it  looks.  My  understanding  is  that  it  is 
quite  true  that  they  pay  this  actual  money  for  capital 
expenditure,  but  ooincidently  they  write  off  an  equiva- 
lent amount  of  permanent  unproductive  debt  and  add 
the  amount  to  what  they  call  the  reproductive  debt ; 
so  that  really  the  railway  construction  account  is 
debited  with  its  proper  amount  instead  of  its  being 
paid  out  of  revenue.  It  gives  an  impression  that  they 
are  paying  something  out  of  revenue. 

4296.  Suppose  you  financed  your  railway  pro- 
gramme partly  by  diminishing  your  balances,  is  that 
not  coming  out  of  revenue  ? — -No,  because  if  you  do, 
you  are  adding  to  your  reproductive  debt. 

4297.  That  may  be  the  effect,  but  it  is  coming  out 
of  revenue,  surely? — That  is  merely  a  question  of 
words.  In  effect  what  happens  is  not  that  they  pay 
anything  out  of  revenue ;  they  debit  their  railway 
construction  account  with  the  proper  sum  for  capital, 
and  do  not  reduce  it  by  the  amount  paid  out  of 
revenue. 

4298.  Then  you  say  in  paragraph  24  of  Appen- 
dix XX.  (p.  549) :  "  I  do  not  approve  the  action  taken 
"  in  1907,  when  over  1,000,000?.  was  taken  from  the 
"  reserve  for  railway  development ;  I  would  even  ask 
"  that  the  sum  be  replaced."  How  would  you  do  that  ? 
— If  you  tell  me  what  account  was  debited  and  what 
credited,  then  I  will  teU  you. 

4299.  Would  you  x-educe  the  i-ailway  programme  in 
order  to  do  that  ? — No. 

4300.  Where  could  it  come  from  ? — ^If  need  be,  you 
could  have  taken  that  1,000 ,000L  back  into  the  reserve 
by  raising  a  loan  and  putting  it  into  the  reserve. 

4801.  Do  you  think  our  position,  considering  what 
we  hold  now  in  the  Gold  Standard  Reserve  and  in  the 
Paper  Currency  Reserve,  is  so  risky  as  to  make  this 
step  necessary  ? — I  say  that  it  is  not  a  question  of 
necessity  but  a  question  of  equity.  That  sum  belongs 
to  the  Gold  Standard  Reserve,  and  I  do  not  even  now 
know  whether  that  was  debited  with  the  reduced 
capital  expenditure  of  the  railways,  or  whether  some 
equivalent  sum  was  paid  off  a  floating  debt,  because  in 
the  India  Ofiioe  accounts  all  payments  for  railways, 
whether  it  is  on  revenue  account  or  construction 
account  are,  as  far  as  the  India  Office  is  concerned, 
debited  to  capital. 

4302.  That  is  hi  the  pro  forma  account  ? — In  the 
Home  Accounts  you  will  find  no  entry  whatever  for 
railway  stores,  such  as  you  will  find  for  civil  stores 
and  mihtary  stores.  It  is  all  debited,  as  far  as  the 
India  Office  is  concei-ned,  to  capital,  and'  any  allocation 
that  takes  place  is  done  on  the  other  side. 

4303.  Then  you  propose  this,  not  because  you  think 
it  is  absolutely  necessary,  but  on  the  broad  ground  that 
what  was  taken  away  from  this  fund  ought  to  be  given 
back  to  it  ? — That  is  all. 

4304.  (Chairman.)  I  think  you  said  something,  in 
answer  to  one  member  of  the  Commission,  intimating 
that  in  your  opinion  some  danger  was  arising  in  India 
now  through  the  multiplication  of  banks  with  small 
resources  ;  did  I  rightly  understand  you  ? — Tes,  that 
is  quite  notorious.  There  are  a  large  number  of  so- 
called  banks  that  are  only  pawnshops. 

4305.  Has  there  been  any  movement  in  commercial 
circles  in  India  with  which  you  are  acquainted,  to  ask 
for  any  action  by  the  Government? — A  movement  ha'' 
been  made. 

4306.  What  was  the  object  of  the  movement  ?  Did 
they  ask  for  inquiry  or  for  legislation  ? — They  asked' 
that  some  sort  of  restriction  should  be  made  upon  the 
right  of  any  organisation  calling  itself  a  bank. 


The  witness  withdrew. 


Mr.  Bhitpbndba  Nath  Mitea,  CLE.,  called  and  examined. 


4307.  (Chairman.)  Will  you  please  tell  the  Com- 
mission what  your  official  experience  in  India  has 
been  ? — I  am  at  present  holding  the  post  of  assistant 
secretary  and  budget  officer  in  the  Finance  Depart- 
ment of  the  Goverment  of  India.  I  have  been  holding 
this  post  since  1910.  From  1909  I  have  been  em- 
ployed as  the  officer  of  the  Finance  Department  jn 
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charge  of  the  Budget,  and  I  have  still  got  to  do 
this  budget  work  in  the  post  of  assistant  secretary, 
and  am  employed  in  that  ■  work  for  about  three 
months ;  for  tha  rest  of  the  year  I  have  got  to  do 
the  other  work  which  devolves  on  the  assistant  secre- 
tary proper.  Previous  to  1909  I  was  employed  in 
the  Finance  Department  for  about  three  years    as 
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superintendent  of  the  Budget  Branch.  Before  that  I 
was  superintendent  of  the  Budget  and  Resource  Branch 
of  the  Comptroller-Generars  Office.  I  entered  the 
Grovernmenfc  sei-vice  in  the  latter  office  in  1896,  and 
the  first  four  'yeaxs^  of'  my  service  were  passed  in 
learning  the  work  of  the  difBerent  branches  of  the 
office.  In  1901  I  was  made  superintendent  of  the 
Budget  and  Resource  Branch  of  the  office.  I  filled 
that  post  for  about  five  years,  of  which  about  six 
months  were  passed  on  special  duty,  on  work  not 
connected  with  the  Budget  and  Resource  operations. 
Since  1906  I  have  been  employed  in  the  Finance 
Department  as  superintendent  of  the  Budget  Branch, 
then  on  special  duty  to  work  out  the  new  budget 
procedure  in  connection  with  the  enlarged  councils, 
and  lastlyjjasrassistaoit-gecretary  and  budget  officer. 

4308.  We  have  been  told  that  the  GoveiTiment  of 
India  aim  at  having  a  normal  balance  of  about  124 
millions  on  the  31st  March ;  is  that  correct  ? — Yes. 

4309.  Can  you  explain  what  the  need  for  a  balance 
of  that  amount  is  ? — The  balance  of  12i  millions 
sterling  does  not  really  represent  the  minimum  balance 
with  which  it  is  possible  to  work  the  Indian  treasuries. 
What  happens  in  India  is  this :  There  is  a  period  of 
low  balances,  and  that  usually  happens  about  the 
beginning  of  December.  After  that  we  collect  a  large 
amount  of  land  revenue,  and  the  railway  receipts 
and  customs  receipts  are  also  very  heavy  towards  the 
latter  portion  of  the  year.  December  is  the  period 
of  low  balances,  and  12^  millions  represents  the 
balance  which,  in  normal  circumstances,  the  Govern- 
ment of  India  must  have  on  the  31st  March,  so  as  to 
have  a  balance  of  8  millions  on  the  1st  December. 
Of  that  8  millions,  roughly  about  44  millions  repre- 
sent the  minimum  working  balance  which  is  required 
in  the  district  treasuries ;  and  about  1  million  is  the 
minimum  balance  required  in  the  Presidency  banks. 
It  would  be  very  inconvenient  to  work  below  the  sum 
of  5^  millions. 

4310.  Do  you  mean  S^  or  4^ .' — 6^.  I  think  there 
are  some  papers  of  1888,  and  1898  also,  in  which  Sir 
James  Westland  said  it  would  be  impossible  for  the 
Government  of  India  to  reduce  the  working  balances 
in  the  district  treasuries  and  Presidency  banks  below 
this  sum  of  S^  millions.  The  difference  between  the 
total  minimum  of  8  millions  which  I  have  just  men- 
tioned and  this  5  J  millions  amounts  to  2^  millions  ; 
and  that  24  millions  represents  partly  a  margin  against 
possible  risks  and  partly  a  reserve  to  meet  famine  and 
other  unforeseen  contingencies. 

4311.  When  you  speak  of  a  reserve  for  those 
purposes,  do  you  mean  that  it  is  a  security  against  a 
failure  of  the  revenue,  or  that  it  is  provided  in  case 
expenditure  should  be  raised  ? — The  effect  of  famine 
arises  in  both  directions.  Tou  may  either  have  a 
pai-tial  failure  of  revenue,  or  you  may  have  to  meet 
direct  famine  expenditure,  or  you  may  have  to  issue 
large  sums  as  advances  to  the  cultivators.  So  that 
it  is  really  a  margin  against  a  failure  in  revenue  and 
also  against  increased  expenditure.  The  ordinary 
margin  against  possible  risks,  which  I  have  referred 
to,  used  to  be  taken  roughly  at  20  per  cent,  of  the 
54  millions — that  is,  about  one  million.  In  1901-4 
there  was  some  coiTespondence  between  the  Govern- 
ment in  India  and  the  Secretary  of  State  regarding 
the  formation  of  a  famine  insurance  fund.  Lord 
Curzon's  Government  wanted  to  create  such  a  fund  by 
investing  in  non-famine  years  the  half  million  which  is 
appropriated  every  year  from  the  revenues  for  the 
avoidance  of  debt ;  but  the  Secretary  of  State  thought 
that  it  would  not  be  quite  proper  to  find  the  money  in 
that  way,  and  that  the  proper  course  would  be  for 
the  Government  of  India  to  increase  their  treasury 
balances.  As  a  result  of  this  correspondence  the 
minimum  balance  was  increased  from  10  crores  to 
12  crores.  Of  the  latter  amount  5J  millions  sterling 
represent  the  money  which  is  necessary  to  work  the 
district  treasuries  and  to  meet  Govei-nment  payments 
at  the  Presidency  banks.  These  5^  millions  include 
about  one  million  which  is  at  that  stage  kept  in 
the  Presidency  banks;  and  the  distribution  of  the 
oh  millions  is  therefore  4^  millions  in  the  distric^t 
treasuries  and  one  million  in  the  Presidency  banks. 


4312.  Tou  speak  of  a  million  being  required  at  that 
date— that  is,in  the  early  part  of  December?— Tba.t  is  so. 

4313.  That  is  required  to  work  the  Presidency 
banks  ? — Yes. 

4314.  Will  you  explain  what  you  mean  by  that  ? — 
These  Presidency  banks  caiTy  on  the  ordinary  treasury 
business  at  the  headquarters  of  Government  in  the 
three  Presidency  towns  of  Calcutta,  Madras,  and 
Bombay.  Government  has  to  meet  certain  payments 
at  these  three  places,  and  the  money  must  be  there 
so  as  to  be  available  to  meet  these  payments.  The 
remaining  4^  millions  is  distributed  among  district 
treasuries,  and  that  being  so,  I  think  it  will  be  ad- 
mitted that  it  is  not  a  very  large  sum. 

4315.  When  were  these  balances  last  reviewed  by 
the  Indian  Government  ? — The  minimum  balances  are 
practically  reviewed  every  year.  The  procedure  is  that 
every  year  the  Accountant-General  of  each  Province 
examines  the  estimates  of  the  minimum  balances  of 
the  district  treasuries,  and  makes  any  reductions  or 
other  alterations  that  he  thinks  possible.  Then  he 
sends  up  his  estimates  to  the  Comptroller-General, 
and  if  the  latter  thinks  that  the  Accountant-General 
has  allowed  too  large  a  margin  he  asks  the  Accountant- 
General  to  re-examine  the  figures  and  to  make  any 
possible  reductions.  I  can.  show  the  Commission  the 
last  review  of  the  Comptroller-General.  As  a  matter 
of  fact,-  these  minimum  balances  have  been  rising  in 
recent  years. 

4316.  Why  Jiave  they  been  rising  ? — It  is  firstly 
due  to  the  increase  in  the  number  of  district  treasuries. 
A  second  cause  is  the  increase  in  the  volume  and 
magnitude  of  the  transactions.  A  third  is  that  we 
are  guaranteeing  a  minimum  balance  at  all  the  new 
branches  of  the  Presidency  banks  where  the  Govern- 
ment is  transferring  its  treasm-y  business  to  them. 
Those  are  the  three  main  causes, 

4317.  I  gather  from  what  you  say  that  the  Govern- 
ment of  India  have  been  encouraging  the  Presidency 
banks  to  take  over  the  management  of  the  balances 
wherever  they  can  ? — Yes,  that  is  so. 

4318.  And  to  open  new  branches  for  the  purpose  ? 
—Yes. 

4319.  Does  the  inducement  which  the  Government 
of  India  offer  for  that  purpose  always  consist  of  their 
undertaking  to  maintain  a  minimum  balance  with 
them  ? — It  is  the  practice  nowadays  to  do  so.  In  the 
case  of  the  old  branches  there  is  no  such  obligation, 
but  in  recent  years,  when  the  Government  of  India 
has  asked  a  Presidency  bank  to  open  a  new  branch  at  a 
place  where  the  bank  thought  it  would  be  unremunera- 
tive  to  do  so  with  reference  only  to  the  local  banking 
business,  it  has  guaranteed  a  minimum  Govern- 
ment balance.  I  think,  roughly,  there  are  about  a 
dozen  places  where  the  Bank  of  Bengal  and  the  Bank 
of  Bombay  have  either  opened  new  branches  or  have 
taken  over  the  management  of  the  Government 
balances  on  these  conditions. 

4320.  In  such  cases  has  the  net  result  been  that 
the  Government  has  had  to  maintain  a  smaller  balance 
or  a  bigger  one  ?— I  should  say,  from  the  Comptroller- 
General's  reports  on  minimum  balances,  that  it  has 
got  to  maintain  a  higher  balance. 

4321.  Where  they  close  a  treasury  and  induce  a 
bank  to  undertake  the  work,  they  are  obliged  to  give 
the  bank  a  guarantee  that  they  will  keep  a  higher 
minimum  balance  than  they  found  it  necessary  to  do 
while  their  treasiu'y  was  open  ? — That  is  so,  because 
the  Government  Treasury  business  is  conducted  mostly 
on  these  lines:  We  do  not  keep  the  whole  of  the 
cash  balance  at  any  particular  place  in  the  local 
treasury  itself,  but  we  have  an  attached  currency 
chest,  and  any  surplus  treasury  balance  is  transferred 
to  the  currency  chest,  and  then  forms  part  of  the 
paper  currency  resei-ve.  Then  when  money  is  required 
at  that  particular  treasury  later  on,  we  transfer  the 
money  from  the  currency  chest  into  the  treasury, 
and  make  an  opposite  payment  at  the  headquarters  of 
the  province  or  at  some  other  place.  In  that  way,  if 
Government  transacts  the  Treasury  business  by  itself 
at  a  particular  place,  it  can  often  manage  with  a 
smaller  balance  than  the  minimum  sums  which  have 
been  guaranteed  to  the  Presidency  banks. 
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4322.  If  that  is  8H>,  what  is  the  inducement  to  the 
Government  of  India  to  close  its  treasuries  ? — Mainly 
because  it  is  part  of  a  policy  to  place  larger  amounts 
out  of  the  Government  balances  at  the  disposal  of 
trade  in  India. 

4323.  8o  that  in  your  view  the  change  has  been 
costly  to  the  Indian  Government,  but  is  worth  doing 
in  the  interests  of  Indian  trade  ? — I  think  so.  Of 
course  I  could  not  definitely  say  that  it  has  been 
costly,  because  against  these  increasing  balances  has 
to  be  set  off  the  saving  which  the  Government  has 
made  in  its  establishment  charges,  because  as  soon 
as  the  Government  transfers  the  Treasury  biisiness  at 
a  particular  place  to  the  Presidency  bank  it  can 
dispense  with  some  portion  of  the  old  Treasury  estab- 
lishment, and  it  has  not  got  to  pay  to  the  Presidency 
bank  atiy  sum  to  cover  the  establishment  charges 
which  thebank  will  have  to  incur.  At  the  same  time 
the  effect'  of'  the  arrangement,  according  to  the 
Comptroller-General's  reports,  has  in  several  cases 
been  to  raise  the  balances. 

4324.  "Will  you  give  me  an  example  ? — An  increase 
of  five  lakhs  in  Bombay  is  attributed  to  the  guarantee 
of  minimum  balances  at  the  branches  of  the  Bank  of 
Bombay  opened  at  Sholapur  and  Jalgaon. 

4325.  Is  the  increase  in  that  particular  case  an 
increase  "of  the  Government  balance  at  the  head- 
quarters of  the  bank  ? — No,  at  the  branch  banks.  It 
is  an  increase  in  the  minimum  balance  at  the  district 
treasuries.  These  riiinimum  balances  have  gone  up 
from  something  less  than  four  millions  to  about  45 
millions  in  the  last  five  or  six  years. 

4326.  In  recent  years  I  suppose  the  facilities  of 
communication  in  India  have  very  much  increased  P — 
Yes.  ■ 

4327.  Does  it  not  strike  you  as,  at  first  sight, 
rather  surprising  that,  whilst  the  facilities  of  com- 
munication are  increasing,  the  size  of  the  balances 
should  also  be  increasing  ?  Would  you  not  prima 
facie  have  supposed  that  with  the  increases  in  the 
facilities  of  communication  it  would  have  been  possible 
to  reduce  the  balances  ? — ^Of  course,  it  is  partly  owing 
to  I  the  increase  in  communications  that  the  balances 
have  not  increased  to  quite  the  same  extent  as  it 
would  -have  been  othei-wise  necessary  to  increase  them. 
The  transactions  of  the  Government  have  increased 
very  largely.  The  number  of  treasuries  has  also  gone 
on,  increasing  and  we  have  gradually  acquired  more 
teiTitory — Burma  and  Berar,  for  instance.  In  spite 
of  all  that,  the  improvement  in  communications  has 
enabled  the  Government  of  India  not  to  increase  its 
minimum  balances  beyond  the  figure  which  was  practi- 
cally fixed  some  time  in  the  80's. 

4328.  So  that,  though  there  is  some  increase  in  the 
total  of  the  balances,  they  are  smaller  in  proportion  to 
thejvolume  of  business  than  they  were  several  years 
ago  ? — Quite  so. 

4329.  Just  now  you  spoke,  in  oases  where  there  were 
these  treasuries,  of  the  money  being  used  or  transferred 
to  the  currency  reserve ;  what  exactly  is  done  with  it 

'  when  it  gets  there— -what  is  the  effect  of  the  transfer  ? 
— The  effect  of  that  transfer  is  ■  that  we  can  reduce 
the  balance  of  the  district  treasury  and'  we  can 
transfer  the  surplus  balance  to  the  headquarters,  either 
of  the  Accountant -General  or  of  the  Comptroller- 
General. 

4330.  Tou  put  it  into  the  currency  reserve,  and 
then  you  can  transfer  it  to  the  headquarters  of  either 
of  those  officers — is  that  it? — 'What  happens  exactly 
is  this :  "We  open  a  curreilcy  chest,  say,  at  Agra,  and 
we  put  the  surplus  trea.sary  balance  there  into  the 
currency  chest,  but  the  total  of  the  currency  reserve 
is  of  course  unaffected  by  this  transfer,  because  we 
make  a  per  contra  transfer  of  an  equal  amount  at, 
say,  either  Oawnpore,  which  is  the  headquarters  of 
that"  particular  c'ufr'ehcy  circle,""  or  at  Calcutta,  where 
the  headquai-ters  of  the  Comptroller- General'  used  to 
be  until  a  very  recent  date,  and  where  the  main 
cmrency  office  still  is.  In  the  latter  case,  the  treasury 
balances  at  Calcutta  are  increased  and  the  treasury 
balances  at  Agra  are  reduced ;  on  the  other  hand, 
the  balance  in  the  currenpy  chest  at  Agra  is  increased 
while  the  cuiTency  balance  at  Calcutta  is  reduced. 


■4331.  "When  you  want  the  money  back  into  the 
Treasury  at  Agra,  can  you  without  difficulty  reverse 
the  transaction  P — Tes  ;  that  is  exactly  what  we  do. 

4332.  The  net  result  being  that  you,  by  the  use  of 
the  currency  reserve,  free  money  where  it  is  wanted 
from  the  reserve,  and  replace  money  in  the  reserve 
at  the  place  where  you  have  a  surplus  P — That  is 
exactly  so;  in  fact,  the  Government  of  India  is 
saved  the  cost  and  trouble  of  actually  moving  this 
surplus  money  from  one  station  where  it  is  not 
wanted  to  another  station  where  there  is  need  for  it. 

4333.  In  spite  of  these  facilities,  which  must  be 
very  considerable,  the  Government  of  India  does  not 
think  that  it  can  safely  reduce  the  Treasury  balance 
below  the  figure  at  which  it  now  stands  P — That  is 
exactly  the  position.  In  fact,  these  facilities  existed 
in  1888,  and  even  long  before.  Sir  James  Westland,  in 
a  paper  which  I  believe  has  been  handed  in  by  the 
India  Office,*  said  it  was  possible  for  the  Government 
of  India  to  work  these  district  treasuries  with  the 
small  sum  of  4J  millions,  owing  to  the  existence  of 
this  device  of  putting  surplus  money  into  the  currency 
chest  and  transferring  it  through  that  channel  to  the 
headquarter  treasuries. 

4334.  I  gather,  therefore,  that  the  mere  multipli- 
cation of  branches  of  the  Presidency  banks  would  not 
enable  you  to  work  with  any  smaller  balance  ? — Not  a 
multiplication  on  the  present  lines ;  that  is,  if  Govern- 
ment has  got  to  guarantee  a  minimum  balance  when 
it  transfei's  the  Treasury  business  to  newly-opened 
branches  of  the  Presidency  banks,  I  am  afraid  it  will 
not  be  possible  to  reduce  the  minimum  balances. 

4335.  "When, a  guarantee  of  that  kind  is  given,  it  is 
given  for  a  fixed  period  ? — Tes,  it  is  usually  given 
for  a  fixed  period  in  the  first  ins±anoev-.tMiAfc  jj...;  . 

4336.  It  would  then  be  renewed  at  intervals,  would 
it  P — That  is  so. 

4337.  "What  is  the  explanation  of  the  fact — I  think 
it  is  a  fact — that  the  balance  in  India  on  the  31st  March 
this  year  was  over  19  millions  ? — The  main  reason  was 
that  the  Secretary  of  State  was  unable  to  withdraw 
the  surplus  accumulation  to  England  by  selling  Council 
bills  at  what  he  considered  to  be  a  reasonable  rate. 
Of  course,  it  was  helped  by  the  fact  that  the  Secretary 
of  State  paid  for  the  large  silver  purchases  which  were 
made  in  England  in  1912-3  out  of  his  Home  Treasury 
balances  and  not  from  the  mcJney'whicfh-he''  had  in  his 
cuiTency  chest. 

4338.  The  size  of  the  balance  was  partly  due  to  the 
use  of  the  English  balances  for  the  purchase  of  silver, 
and  partly  to  the  Secretary  of  State's  selling  fewer 
Council  bills  P — That  is  so. 

4339.  How  far  does  the  Government  of  India 
control  the  amount  of  Council  bills  sold  ? — The  pro- 
cedure is  something  hke  this  :  The  Government  about 
the  9th  of  every  month  knows  what  its  cash  balances 
on  the  last  day  of  the  previous  month' were  ;  then  it 
calculates  what  portion  of  the  balances  is  really  wanted 
to  meet  the  ciuTent  requirements  of  India.  The 
surplus  so  arrived  at  it  places  absolutely  at  the  dis- 
posal of  the  Secretary  of  State,  and  the  Secretaiy  .of 
State  is  quite  free  to  draw  the  whole  or  any  portion 
of  it  he  likes  to  England  by  means  of  Council  bills.. 

4340.  So  that  the  Government  of  India  indicates 
to  the  Secretary  of  State  a  maximum,  but  the  Secre- 
tary of  State  acts  entirely  on  his  own  initiative  as  to 
what  amount  he  sells  within  the  maximum  ? — That  is 
exactly  so. 

4341.  "Would  it  be  possible  for  the  Government  of 
India  to  make  loans  from  the  Government  balances  to 
the  Presidency  banks  P — That  is  a  big  question.  It 
has  been  held  in  the  past  that  such  loans  are  not  in 
the  interest  either  of  the  Government  or  of  trade.  It 
results  on  one  hand  in  an  undue  dependence  of  trade 
on  Government  money,  and  it  may  also  result  in 
Government  locking  up  money,  in  the  shape  of  loans 
to  the  Presidency  banks,  for  which  there  may  be  a 
sudden  and  unforeseen  demand.  It  has  also  been  held 
that  if  Government  lends  money  to  the  Presidency 
banki;,  the  result  will  be  that  for  the  time  being  the 
demand  for  Council  bills  for  trade  remittances  to  India 
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will  fall  off,  and  that  will  affect  the  rate  at  which  the 
Secretary  of  State  sells  his  Council  bills.  Not  only 
that,  but  it  is  just  possible  that  it  may  also  affect  the 
total  amount  the  Secretary  of  State  may  be  able  to 
obtain  in  a  year  by  selling  bills  and  transfers.  Of 
course,  if  the  Secretary  of  State  cannot  sell  as  much 
as  he  requires  to  finance  the  Home  Treasury,  the  result 
will  be  some  inconvenience  both  to  him  and  to  the 
Government  of  India  in  the  long  run. 

4342.  In  recent  years  he  has  been  able  to  sell  more 
than  sufBcient,  I  think  H — That  is  so.  Of  course  it  is 
possible  that  circumstances  may  have  somewhat 
changed  in  recent  yeai-s,  and  that  there  may  nol  be 
now  the  same  objection  to  lending  money  to  the 
Presidency  banks  as  there  may  have  been  in  the  past. 
I  think  possibly  that  the  objection  that  these  loans 
may  interfere  with  the  ability  of  the  Secretary  of  State 
to  sell  the  full  amount  of  Council  bills,  which  he 
requires  to  finance  the  Home  Treasury,  is  probably  not 
quite  coiTect  under  present  conditions,  because  I  think 
the  exchange  banks  in  India  must  get  as  much  money 
by  means  of  Council  bills  or  impoi-ts  of  gold  as  wrfuld 
be  required  to  meet  the  balance  of  trade  ;  and  the 
result  of  the  Government  making  temporaiy  loans  from 
its  balances  to  the  Presidency  banks  would  be  at  most 
to  transfer  the  demand  for  Council  bills  from  the  busy 
season  to  the  slack  season ;  it  will  mean  a  faUing-off 
in  the  demand  in  the  busy  season  and  a  larger  demand 
in  the  slack  season. 

4343.  If  it  had  that  result  would  you  regai-d  it  as 
advantageous  to  the  Secretary  of  State  ? — ^It  would  not 
be  quite  advantageous,  because  the  aveiuge  rate  at 
which  the  Secretary  of  State  can  seU  the  bills  and 
transfers  will  be  somewhat  reduced.  In  the  busy 
season,  if  the  banks  wanted  the  money  in  India  quickly 
and  readily  owing  to  a  stringency  in  the  local  markets, 
they  probably  would  take  a  large  amount  of  telegraphic 
ti-ansfers  at  a  high  rate  ;  whereas  if  they  got  a  tem- 
porary loan  at  that  particular  stage  and  had  to  repay 
^it  by  remitting  funds  later  on  in  the  year,  then  they 
will  probably  take  only  bills  and  not  transfei-s.  The 
effect,  therefore,  would  be  a  induction  in  the  average 
rate  at  which  the  Secretary  of  State  can  sell  bills 
and  transfers  on  India.  On  the  other  hand,  it  is 
possible  that  this  loss  will  be  largely  counterbalanced  by 
the  profit  which  the  Government  of  India  would  make 
from  the  interest  on  the  loans  which  it  issued  to  the 
Presidency  banks ;  so  that  it  is  an  experiment  that 
seems  worth  trying  at  any  rate,  inasmuch  as,  on  the 
whole,  there  might  not  be  any  ultimate  loss  to  Indian 
revenues. 

4344.  Tou  see  no  practical  objection  on  the  part  of 
the  Indian  Government  to  these  loans  ? — No.  It  may 
result  in  the  Government  of  India  having  to  retain  a 
larger  proportion  of  the  surplus  balances  in  India 
than  it  now  does ;  but  I  do  not  think  that  that  would 
result  in  any  real  inconvenience. 

4345.  Tou  are  not  afraid  that  if  Council  bills  were 
not  sold  in  the  time  of  pressure,  the  Secretary  of  State 
would  be  unable  to  sell  enough  in  the  slack  months  to 
meet  his  requirements  ? — Personally,  I  do  not  share 
the  apprehension,  because  I  think  the  balance  of  trade 
must  be  settled  somehow  or  other,  and  that  the  import 
of  money,  either  by  means  of  Council  bills  or  by  means 
of  gold  must  satisfy  the  balance  of  trade  taken  over  a 
series  of  years. 

4346.  Assuming  that  such  loans  were  to  be  sanc- 
tioned, for  what  months  of  the  year  would  they  be 
required  ? — When  the  Committee  of  the  Bengal 
Chamber  of  Commerce"  approached  the  Government  of 
India  on  the  subject  on  the  last  occasion,  which  was 
in  1899,  they  said  they  wanted  the  loans  Ijetween 
January  and  April. 

4347.  Would  you  lend  to  anybody  besides  the 
Presidency  banks,  assuming  that  such  loans  were  to  be 
recommended  and  sanctioned .'' — I  think  for  the  present 
I  would  confine  the  experiment  to  lending  to  the 
Presidency  banks,  because,  after  all,  the  Presidency 
banks  staid  more  or  less  in  the  position  of  Govern- 
ment banks,  and  it  is  only  proper  that  Government 
should  deal  with,  or  through,  them. 

4348.  I  presume  you  would  take  securities  from 
them  for  the  amount  of  the  loanF — Tes,   I  would. 


I  may  mention  that  there  is  an  arrangement  under 
which  we  can  lend  money  to  the  Presidency  banks 
at  times  of  stringency  at  the  bank's  discount  i-ate. 
As  a  matter  of  fact,  we  have  made  such  loans  on 
several  occasions  in  the  past,  but  there  has  been  no 
demand  on  us  for  such  loans  in  the  last  five  or  six 
yeai-s,  and  it  is  possible  that  there  is  really  no  necessity 
for  such  loans  nowadays. 

4349.  On  the  other  hand,  I  think  it  has  been 
suggested  to  us  that  the  fact  that  the  Government  of 
India  have  only  made  those  loans  at  the  bank  rate, 
deprives  the  banks  of  all  inducement  to  take  advantage 
of  the  offer,  because  the  banks  could  only  lend  money 
at  the  same  rate  at  which  they  borrowed  it,  and  would 
get  no  reward  for  their  trouble,  and  therefore  they  did 
not  like  to  apply  to  the  Government  for  the  money. 
Do  you  think  there  is  force  in  that  ? — Tes,  of  com'se 
there  would  be  some  force  in  it.  If  the  bank  did  not 
get  any  reward  for  the  trouble  they  took  in  the  lending 
of  the  money,  it  would  act  as  a  deterrent  from  its 
taking  such  loans. 

4350.  At  what  rate  do  you  think  the  Government  of 
India  should  lend,  if  it  lent  at  all .''  Should  it  lend  at 
something  below  the  bank  rate  ? — There  is  no  use  in 
lending  at  the  bank  rate  if  no  one  will  take  the  money 
at  the  bank  rate ;  so  that  if  the  Government  of  India 
really  wants  to  give  larger  assistance  to  trade,  and  trade 
requires  the  assistance,  I  think  it  would  be  desirable  to 
lend  it  at  some  fraction  below  the  bank  i-ate,  so  as  to 
leave  the  bank,  which  does  the  business,  some  margin 
of  profit. 

4351.  What  sort  of  security  ought  the  Government 
of  India  to  requix-e,  do  you  think — its  own  paper  ? — I 
think  that  is  what  it  actually  requires  as  a  matter  of 
practice  ;  and  to  start  with,  I  do  not  think  we  should 
go  the  length  of  taking  other  securities. 

4352.  Not  even  the  best  independent  securities. 
Port  Trusts,  for  instance  ? — Of  course  we  might  make 
an  exception  in  the  case  of  Port  Ti-ust  securities, 
because  they  are  in  fact  as  good  as  the  securities  of  the 
Government  of  India. 

4353.  Supposing  the  Government  of  India  had 
decided  to  make  such  loans,  and  had  been  able  to  do  so 
for  thi-ee  or  four  years,  then  let  us  suppose  that  from 
one  cu-cumstance  or  another  their  balances  had  shrunk, 
and  in  the  fifth  year  they  were  unable  te  give  the 
accommodation;  I  think  you  have  ab-eady  said  that 
one  of  the  reasons  which  had  deterred  the  Govern- 
ment fi-om  doing  it  in  the  past  was  the  fear  that  that 

would  have  a  rather  disastrous  effect   upon  ti-ade  ? 

That  is  so. 

4354.  Do  you  think  that  view  is  shared  by  the 
Indian  commercial  community  ?  I  ask  you  the  ques- 
tion because  I  think  the  witnesses  who  have  come 
before  us  have  said  they  did  not  think  there  would  be 
much  difficulty  arising  from  that  cause  ? — ^I  think,  in  the 
past,  members  of  the  commercial  community  in  India 
have  themselves  admitted  this  difficulty;  and  possibly 
to  meet  that  argument  the  better  plan  may  be  not  to 
lend  out  money  from  the  Treasury  balances,  but  to 
have  some  sort  of  elastic  paper  currency. 

4355.  I  think  we  will  come  ba«k  to  that  later  ?— 
After  all,  it  is  not  really  the  function  of  Government 
to  lend  money  for  the  benefit  of  trade  in  India. 

435(;.  As  I  understand  it,  the  critiriism  directed 
against  the  Government  of  India  is  that  as  a  tax- 
collector  it  bottles  up  a  great  deal  of  money  just  at 
the  time  of  the  year  when  the  stringency  in  the  money 
market  is  greatest;  that  it  does  not  immediately 
require  that  money  for  its  own  use ;  and  that  it  would 
be  of  great  assistance  to  the  money  market  to  have 
that  balance  freed  at  that  time  ?— The  stringency  in  the 
money  market  could  be  easily  met  also  by  an  elastic 
paper  cuiTency,  and  of  the  two  alternatives  an  elastic 
paper  currency  would  be  a  better  solution  of  the  difficulty 
than  lending  money  from  the  Government  balances. 

4357.  If  assistance  is  to  be  given  by  the  Govern- 
ment to  trade,  would  you  prefer  that  that  assistance 
should  be  in  the  form  of  some  rearrangement  of  the 
management  of  the  Paper  Currency  Reserve  rather 
than  m  the  form  of  loans  from  the  Treasury  balancfes  ? 
— Tes. 
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4358.  At  the  same  time,  I  gather  from  what  you 
said  earlier,  the  Government  of  India  has  been  actuated 
by  this  desire  to  serve  trade  in  closing  the  treasuries 
and  handing  over  the  balances  to  the  banks  ? — Quite 
BO ;  in  fact  the  Grovernment  of  India  tries  to  do  all 
that  it  can  be  reasonably  expected  to  do  ;  and  as  a 
matter  of  fact  I  believe  it  leaves  larger  balances 
nowadays  even  at  the  head  offices  of  the  Presidency 
banks  than  it  used  to  do. 

4359.  It  does  not  therefore  seek  to  keep  its 
balances  at  the  head  offices  down  to  the  fixed  mini- 
mum ? — No,  it  never  does  so. 

4360.  Does  it  keep  as  little  as  it  can  in  the  reserve 
treasuries,  and  put  as  much  as  it  can  in  the  banks  ? — 
No,  it  cannot  be  said  that  it  does  that  either.  '  The 
arrangement  is  that  it  allows  its  balance  at  a 
Presidency  bank  to  mount  up  to  a  .certain  figure, 
and  if  it  exceeds  that  figure,  which  is  about  a  crore  in 
the  case  of  the  Bank  of  TBengal  and  a  smaller  amount 
in  the  case  of  the  other  banks,  then  it  transfers  the 
surpUis  from  the  bank  to  the  reserve  treasury ;  but 
then  on  occasion  it  would  even  allow  its  balance  in 
the  Presidency  banks  to  go  above  that  limit. 

4361.  When  it  leaves  the  money  with  the  bank  it 
receives  no  interest,  does  it  ? — No,  nothing. 

4362.  But  the,  money  is  available  through  the 
bank,  or  a  portion  of  it,  for  trade  purposes  ? — 
Quite  so. 

4363.  When  it  transfers  it  to  the  Treasury,  of 
course  the  Government  of  India  equally  earns  nothing 
upon  it  ? — Quite  so. 

4364.  But  it  is  not  available  tor  the  pui-poses  of 
trade  ? — That  is  so. 

4365.  Would  you  give  me  briefly  the  reasons  for 
the  establishment  of  the  reserve  treasuries  ? — I  think 
the  reason  was  that  there  was  some  trouble  which 
arose  in  1874  and  11  years  previously  owing  to  the 
Government  keeping  all  its  surplus  balances  at  the 
head  offices  of  the  Presidency  banks.  In  1863  Govern- 
ment could  not  get  from  the  Bank  of  Bengal  the 
money  which  it  wanted  to  meet  certain  necessary  and 
emergent  payments,  and  the  same  thing  occurred  in 
connection  with  the  Bank  of  Bombay  in  1874.  In  the 
latter  case  Government  wanted  only  about  35  lakhs, 
to  meet  emergent  expenditure*  in  connection  with 
operations  undertaken  to  relieve  distress  expected  from 
scarcity  in  Bengal.  The  demand  evoked  a  protest 
from  the  bank  that  the  withdrawal  would  probably 
result  in  a  panic  and  dislocation  of  business  in  the 
money  market.  The  last-named  incident  was  what 
actually  led  the  Government  of  India  to  introduce 
the  system  of  reserve  treasuries. 

4366.  Do  you  think  the  danger  of  such  a  state  of 
things  recurring  is  great  at  the  present  time? — I 
cannot  say  that  the  danger  has  passed  away.  In  1898, 
when  the  banks  approached  the  Government  of  India 
on  the  subject  of  the  use  of  Government  balances  in 
aid  of  banking  resources  in  India,  the  bank  rate  had 
gone  up  to  something  like  12  per  cent.,  and  possibly, 
but  for  the  institution  of  the  reserve  treasuries,  the 
state  of  afEairs  which  took  place  in  1874  might  have 
repeated  itself  in  1898. 

4367.  On  the  other  hand,  would  it  be  fair  to  assume 
that,  if  the  Government  had  lent  more  money  to  the 
banks,  the  bank  rate  never  would  have  gone  to  12  per 
cent  ? — It  is  very  probable  that  that  result  would  have 
been  obtained ;  but  per  conim  it  might  have  been  that 
if  there  were  no  reserve  treasuries,  the  banks  would 
have  used  Government  money  to  carry  on  the  ordinary 
business  of  trade,  which  ought  to  be  financed  by  them 
from  their  own  capital,  and  that  they  would  have  found 
it  very  difficult  to'  surrender  the  money  if  and  when  it 
was  required  by  Government.  I  may  mention  that 
1898  was  a  period  of  gi-eat  stringency  with  the  Govern- 
ment of  India  also  so  far  as  the  balances  went,  and  if 
the  Government  of  India,  having  lent  its  surplus  balances 
to  the  Presidency  banks,  had  wanted  to  withdraw 
them,  we  would  probably  have  had  a  repetition  of  the 
expei'ience  of  1874. 

4368.  Therefore,  to  obtain  perfect  security  you 
think  it  is  essential  that  the  system  of  the  reserve 
treasuries  should  be  maintained  ?— I  think  so. 
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4369.  I  suppose  it  is  the  case  that  some  incon- 
venience is  involved  to  the  Indian  money  market  in 
consequence  of  the  establishment  of  that  system? — It 
is  so.  Possibly  it  results  in  the  bank  rate  rising 
rather  high  in  the  busy  season,  because  so  much  money 
is  withdrawn  from  the  market ;  but  it  is  not  the 
business  of  Government  to  provide  money  for  the 
purpose  of  trade,  and  it  ought  only  to  place  so  much  at 
the  disposal  of  trade  as  it  conveniently  can.  If  the 
placing  of  all  its  balances  at  the  disposal  of  trade 
results  in  inconvenience  to  it,  I  think  it  would  be 
perfectly  justified  in  having  a  separate  reserve  and 
not  making  any  portion  of  that  money  available  for 
trade  purposes. 

4370.  I  think  everyone  would  agree  with  you  in 
that  statement.  The  criticism,  as  I  say,  is  not  that 
the  Government  neglects  its  business  because  it  does 
not  help  trade,  but  that  the  Government,  by  withdraw- 
ing more  money  than  is  needed  for  its  own  particular 
requirements  at  a  busy  portion  of  the  year,  actively 
hinders  trade.  I  rather  gather  that  you  say  that  may 
be  so  to  some  exteut,  but  it  is  done  as  little  as  is 
possible  ? — That  is  so. 

4371.  And  that  to  go  further  might  endanger 
security  ? — Yes.  ^ 

4372.  Suppose  the  Government  of  India  were 
willing  to  lend  money,  what  amount  do  you  think  in  a 
normal  busy  season  would  the  market  take  up  ? — I 
think  one  of  the  members  of  the  deputation  from  the 
Committee  of  the  Bengal  Chamber  of  Commerce  which 
waited  on  the  Government  of  India  in  1898  said  that 
the  amount  needed  to  relieve  stringency  in  the  money 
market  would  not  be  large  and  would  bo  about  one 
million.  That,  of  coiurse,  is  a  question  to  which 
different  people  would  give  different  answers ;  but  if 
we  are  to  judge  in  any  way  from  the  demand  which 
is  made  for  telegraphic  transfers  in  December  or 
Januaiy,  the  amount  may  be  a  pretty  large  figure. 
Another  of  the  membei-s  stated  that  the  demand  for 
such  assistance  would  be  reduced  when  India  had  a 
stable  exchange;  and  if  that  was  correct,  then  the 
demand  at  the  present  day  ought  to  be  less  than  even 
one  million. 

4373.  I  think  it  follows,  from  what  you  have  said 
that  you  are  clearly  of  opinion  that  it  would  be 
impossible  simply  to  abolish  all  the  reserve  treasuries 
and  transfer  all  the  Government  balances  to  the 
Presidency  banks  ? — Yes,  that  is  my  opinion. 

4374.  You  have,  I  think,  already  told  me  that  you 
wovild  not  recommend  under  any  circumstances,  in  the 
first  instance,  loans  to  anybody  except  the  Presidency 
banks  ? — Quite  so. 

4375.  In  these  circumstances,  is  it  a  fair  inference 
from  what  you  have  said,  that  you  do  not  think  the 
Government  of  India  could  have  used  to  advantage  in 
India  any  part  of  the  balances  recently  held  in  London  ? 
— Yes.  If  the  trade  could  not  have  taken  moi-e  than 
a  million,  of  course  it  follows  that  the  Government  of 
India  could  not  have  used  advantageously  any  con- 
siderable portion  of  the  surplus  balances  in  India. 

4376.  You  have  already  spoken  of  the  possible 
effect  of  the  sale  of  Council  bills  on  any  such  loans 
made  in  India ;  the  fear  of  adversely  affecting  the  sale 
of  Council  bills  has,  I  think,  been  one  of  the  principal 
reasons  for  not  doing  it,  has  it  not  ? — Quite  so. 

4377.  But  on  the  whole  you  are  not  very  much 
impressed  with  the  danger  ? — That  is  the  position. 

4378.  In  regard  to  the  balances  in  England,  they 
also  have  been  very  large  for  the  last  few  years,  have 
they  not  ? — ^Yes. 

4379.  That,  I  think,  has  been  mainly  due  to  the 
large  surplus  receipts  from  Council  bills  ? — Quite  so. 

4380.  And  those  have  been  due  to  the  considerable 
surpluses  which  have  accrued  in  each  of  these  years 
above  the  budget  estimates  ? — Partly  that,  and  partly 
to  the  lapses  in  the  grants  that  were  made  for  the 
railway  capital  expenditure. 

4381.  Why  has  there  been  so  much  under-expendi- 
ture  there  ? — I  think  it  is  due  partly  to  some  difficulty 
in  obtaining  stores  from  England,  and  partly  to  more 
time  being  taken  than  was  anticipated  in  preparing 
and  sanctioning  proper  plans  and  estimates,  so  that 
there  was  some  delay  in  commencing  the  works. 
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4382.  Has  expenditure  been  affected  at  all  by  the 
difficulty  of  getting  labour  in  India  ? — No  ;  I  do  not 
think  that  has  affected  it  to  any  degree.  There  may 
have  been  one  or  two  cases,  but  I  do  not  think  they 
have  materially  affected  the  spending  of  the  money. 

4383.  Generally  speaking,  could  you  carry  out  an 
even  larger  railway  programme  than  that  which  has 
been  provided  for,  without  meeting  with  any  labour 
troubles  ? — I  am  afraid  I  am  not  competent  to  answer 
that  question,  but  this  much  I  can  say,  that  in  1912-3 
the  railways  were  able  to  spend  practically  the  whole 
of  the  capital  grant,  which  amounted  to  over  10 
millions.  That  indicates  that  there  were  no  labour 
troubles.  1  may  also  mention  that  a  good  portion  of  the 
money  which  is  allotted  for  railway  capital  expenditure 
goes  to  meet  the  requirements  of  open  lines,  mainly, 
that  is,  to  meet  the  cost  of  additional  rolling  stock, 
and  here  labour  qnestions  do  not  really  come  in. 

4384.  Unless  they  are  English  labour  questions,  or 
European  ones  ? — That  is  so. 

4385.  1  think  the  balances  in  London  have  been 
increased  by  borrowings  on  the  part  of  the  Secretary 
of  State? — There  have  been  some  anticipatory 
borrowings. 

,  4386.  In  those  cases,  does  the  Secretaiy  of  State 
act  on  the  advice  of  the  Indian  Government  ? — No. 
What  happens  is  this:  The  budget  programme  of 
borrowings  is  fixed  some  time  about  the  end  of  the 
preceding  year,  and  the  Government  of  India  and  the 
Secretary  of  State  settle  between  themselves  what 
amount  of  loan  will  be  raised  in  England  and  in  India 
respectively ;  after  that  stage  it  is  not  usual  for  the 
Secretary  of  State  to  consult  the  Government  about 
the  amoimt  of  the  sterling  loan. 

4387.  In  that  case  the  consultation  between  the 
Secretary  of  State  and  the  Government  of  India  as  to 
the  amount  of  borrowing  to  be  done  takes  place 
before  the  opening  of  the  financial  year  ? — Quite  so. 

4388.  In  the  review  which  they  make,  do  they 
look  further  ahead  than  the  coming  financial  year,  or 
do  they  confine  themselves  to  one  year  i*- — As  regards 
the  definite  programme  of  borrowings,  they  simply 
look  forward  to  the  coming  year. 

4389.  And  in  agreement  it  is  settled  that  so  much 
will  need  to  be  borrowed  in  the  course  of  that  year .-' — 
Quite  so. 

4390.  They  ai-rive  at  that  figure  on  the  basis  of 
the  budget  estimates,  1  suppose  ? — Tes,  that  is  so. 

4391.  If  in  the  course  of  the  year  revemie  comes 
in  more  favourably  than  had  been  anticipated,  is  that 
fact  communicated  to  the  Secretary  of  State  ? — ^Yes. 
He  gets  the  Comptroller-General's  monthly  statement 
of  the  ti-easury  transactions  in  India,  which  shows 
exactly  how  the  revenue  is  coming  in. 

4392.  Does  the  Secretary  of  State,  having  fixed 
before  the  beginning  of  the  year,  after  consiiltation 
with  the  Government  of  India,  the  amount  which  he 
has  to  borrow  in  London,  again  consult  the  Govern- 
ment of  India  before  actually  issuing  a  loan  ? — No,  he 
does  not. 

4393.  Might  it  not  be  the  case  that  in  a  good  year 
if  he  did  so  consult  the  Government  of  India  they 
would  be  able  to  say  that  the  revenue  was  coming  in 
so  well  that  the  loan  which  they  had  contemplated  as 
necessary  before  the  year  began  was  now  proved  to  be 
unnecessary  ? — Quite  so ;  particularly  if  there  was  any 
apprehension  that  the  loan  would  not  be  obtainable  at 
a  favoiu-able  rate,  I  am  quite  sure  that  the  Government 
of  India  would  advise  the  Secretary  of  State  of  that. 

4394.  Do  you  think  there  might  therefore  be  some 
advantage  in  more  frequent  communication  between 
the  Secretary  of  State  and  the  Government  of  India 
before  the  Secretary  of  State  actually  issues  any 
portion  of  the  loans  agreed  upon  ? — I  think  so. 

4395.  {Sir  Robert  Chalmers.)  Is  it  quite  certain 
that  these  steps  are  not  taken  already  ? — The  Secretary 
of  State  does  not  now  consult  the  Government  of 
India  before  actually  floating  a  loan  in  the  English 
money  market. 

4396.  But  there  woiild  be  communications,  I 
gather  from  a  previous  answer  of  yom-s,  that  would 
pass  from  the  Government  of  India  to  the  Secretary 
of  State,  not  necessarily  official  utterances,  but  demi- 


or  semi-official  utterances,  explaining  the  position,  and 
the  way  the  revenue  was  coming  in,  and  so  supplementing 
previous  information  that  had  gone  forward  r — That 
is  so.  The  Secretary  of  State  is  now  informed  how 
the  revenue  is  coming  in ;  but  there  is  no  consultation 
between  the  Secretary  of  State  and  the  Government  of 
India  as  to  whether  a  sterling  loan  shovdd  actually  be 
raised  or  not  just  at  the  time  when  the  Secretary  of 
State  issues  the  loan  in  the  English  market. 

4397.  As  you  say,  the  Government  of  India  does 
supply  supplementary  information  if  and  when  it  accrues 
in  India  ? — Tes,  it  supplies  information,  but  it  never 
supplies  any  advice  in  the  matter. 

4398.  (Chairman.)  It  is  not  merely  the  total 
amount  of  borrowing,  as  I  understand,  but  the  pro- 
portion of  the  borrowing  in  India  and  in  London  which 
is  settled  in  anticipation  at  the  beginning  of  the  year  ? 
— The  actual  amounts  are  settled  as  part  of  the  budget 
pi'ogramme. 

4399.  Might  it  not  sometimes  happen  that  as  the 
year  went  on,  the  Government  of  India  would  see  the 
possibility  of  raising  on  favourable  terms  in  India  a 
larger  proportion  of  their  total  needs  than  they  lia! 
at  first  thought  possible  ? — That  contingency  might 
arise.  Under  existing  aiTangements,  the  Government 
of  India  tries  to  raise  in  India  as  much  as  it  is  j»ossible 
to  get  out  of  the  market  on  reasonable  terms. 

4400.  Latterly,  the  rupee  loans  in  India  have  been 
very  successful  ? — That  is  so. 

4401.  Do  you  think  there  is  much  possibility  or 
probability  of  an  extension  of  borrowing  in  India  in 
the  couise  of  the  next  few  years  'f — The  expert  opinion 
on  that  matter  is  that  it  will  not  be  possible  to  borrow 
larger  sums  than  what  we  actually  take  from  the 
market  without  fiuther  reducing  the  market  price  of 
rupee  paper. 

4402.  The  last  two  rupee  loans  in  India  I  think 
have  been  issued  at  a  better  price  than  the  sterling 
loans  in  London  ? — Tes. 

4403.  But  you  do  not  think  that  the  better  prices 
would  have  been  maintained  if  the  Government  had 
sought  to  raise  a  kfger  proportion  in  India  .'' — I  think 
that  that  is  the  opinion  held  by  bankers  in  India.  The 
people  we  usually  consult  before  raising  our  loans  have 
given  us  that  advice.    • 

4404.  I  think  you  said  just  now  that  it  was  the 
policy  of  the  Indian  Govenuuent  to  raise  as  much  as 
thfly  could  in  India  on  satisfactory  terms  ?-  -Tes,  that 
is  so. 

4405.  The  object  being  to  restrict  as  far  ay  possible 
the  creation  of  new  debt  in  England  ? — Tes,  t:.<  lestrict 
the  growth  of  the  sterling  boiTowings. 

4406.  These  borrowings  ai-e,  I  think,  entirely  for 
productive  capital  expenditure  ? — They  are  mostly  for 
that  purpose.  Of  course,  in  recent  years  we  are  raisin^ 
sums  for  the  construction  of  Delhi. 

4407.  Putting  the  creation  of  the  new  capital  at 
Delhi  ovit  of  account,  the  money  has  been  almost 
entirely  raised  for  railways  or  m-igation  works  ? — Quite 
so. 

4408.  Do  you  happen  to  know  whether  the  Govern- 
ment of  India  have  considered  whether  it  would  be 
advisable  to  try  to  encourage  private  enterprise  to  do 
more  of  this  work,  in  order  that  so  they  might  lessen 
their  own  capital  responsibilities  ? — I  am  afraid  I 
could  not  answer  that  question,  as  I  have  no  definite 
knowledge  on  the  point.  My  recollection  is  that  they 
afford  aU  reasonable  facilities  to  encourage  private 
entei-prise.  At  the  same  time,  the  railways  constitute 
a  very  valuable  asset  to  the  Government  of  India,  aiid 
it  is  possible  that  when  questions  of  handing  over  the 
State  i-ailways  to  private  companies  have  arisen  they 
have  not  favoured  the  idea. 

4409.  I  understand  it  would  not  come  within  your 
official  responsibility  to  advise  upon  that  point  ? — No,  it 
would  not. 

4410.  Now  I  should  like  to  ask  you  to  teU  me  as 
briefly  as  you  can,  how  you  set  to  work  in  India  to 
prepare  an  Indian  Budget?— We  prepai-e  some  sort 
of  rough  forecast  in  November  just  after  the  autumn 
monsoon  has  been  fairly  established.  For  this  purjiose 
we  obtain  from  the  Civil  Account  officers  their  esti- 
mates of  the  revenue  and  expenditure  for  the  cuiTcnt 
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year.  We  also  obtain  from  the  aocoimts  officers  who 
maintain  the  accounts  of  the  important  Imperial  de- 
partments, e.g.,  i-ailways,  military  services,  posts  and 
telegraphs,  &c.,  their  estimates  of  revenue  and  expendi- 
ture. We  examine  these  various  figures,  and  we  settle 
what  we  consider  to  be  the  preliminary  revised  estimates 
for  the  current  year.  Prom  those  figures,  after  making 
due  allowance  for  the  normal  growth  of  revenue  as  well 
as  of  expenditure,  we  prepare  a  rough  forecast  for  the 
following  year.  This  forecast  gives  us  in  normal  years 
a  certain  amount  of  revenue  surplus,  and  then  we 
discuss  to  what  purposes  this  surplus  is  to  be  devoted, 
whether  .we  should  reduce  taxation,  or  whether  we 
should  spend  it  in  meeting  needs  for  the  improvement 
of  various  branches  of  administration,  e.g.,  education, 
sanitation,  and  things  of  that  sort,  or  whether  it  should 
be  applied  in  both  directions.  Then  we  submit  our 
proposals  for  dealing  with  the  surplus  to  the  Secretary 
of  State,  who  passes  orders  on  them.  That  constitutes 
the  first  stage  of  our  budget  wort. 

4411.  At  about  what  time  of  the  year  would  these 
sketch  proposals  reach  the  Secretary  of  State  ? — 
Usually  about  the  beginning  of  January.  At  the 
same  time  we  prepare  the  programme  of  capital 
expenditure.  We  know  from  the  rough  forecast  of  the 
revenue  account  what  portion  of  the  revenue  surplus 
we  can  allocate  to  capital  expenditure.  We  also  pre- 
pare a  rough  forecast  of  the  amounts  that  we  can 
borrow  in  India  and  in  England — of  course,  the  latter 
figure  is  settled  in  consultation  with  the  Seoretaiy  of 
State.  We  then  commence  the  next  stage  of  our 
budget  woi'k.  About  the  beginning  of  January  we  get 
the  regular  budget  estimates  from  the  provincial 
governments.  There  are  in  India  nine  provincial 
governments  which  ha.ve  got  certain  financial  powers. 
Of  course,  these  powers  are  more  or  less  restricted  by 
rules  which  have  been  laid  down  by  the  Government 
of  India  and  the  Secretary  of  State,  but  the  provincial 
governments  have  got  some  amount  of  freedom  in 
spending  the  revenue  which  is  placed  at  their  disposal. 
They  prepare  their  budget  estimates,  both  of  revenue 
and  of  the  expenditure  that  they  propose  to  incur  from 
it.  Nowadays  they  have  to  consult  their  Iggislative 
councils  as  regards  the  distribution  of  their  smrplus 
money,  but  in  Januaiy  it  is  not  possible  for  them  to 
do  so.  What  they  do  is  this :  In  sending  up  to  the 
Government  of  India  the  first  edition  of  their  budget 
they  put  in  a  lump  sum,  so  many  lakhs,  the  distribu- 
tion of  which  they  wiU  decide  later  on  after  consulting 
their  respective  councils.  We  get  these  budgets,  and 
our  main  duty  in  connection  with  them  is,  firstly,  to 
examine  the  estimates  under  certain  heads  of  revenue. 
The  revenue  under  some  of  the  heads — land  revenue, 
excise  in  some  provinces,  stamps,  and  income  tax — is 
shared  between  the  Government  of  India  and  the 
provincial  governments,  so  that  the  Government  of 
India  has  got  an  interest  in  the  proper  estimating  of 
revenue  under  these  heads.  The  Government  of  India 
is,  moreover,  ultimately  responsible  for  seeing  that  the 
provincial  governments  keep  their  expenditure  within 
the  resources  at  their  disposal.  .  It  must  therefore 
check  any  tendency  on  the  pai-t  of  a  provincial  govern- 
ment to  over-estimate  its  revenue  so  as  to  get  a 
larger  spending  grant  for  the  following  year  than  it 
ought  to.  After  .the  estimates  of  revenue  have  been 
checked,  the  Government  of  India  simply  prescribes 
the  limit  up  to  which  the  local  government  can  incur 
expenditure  in  the  following  year.  That  finishes  the 
examination  of  the  provincial  estimates  in  the  first 
stage. 

4412.  Suppose  that  the  expenditure  by  a  particular 
provincial  government  sanctioned  by  the  Government 
of  India  proves  to  be  in  excess  of  the  revenup,  how  is 
the  deficit  met  ?— Bach  of  the  provincial  governments 
is  required  to  maintain  what  is  called  a  minimum 
balance  below  which  it  can  not  ordinarily  reduce  its 
balance ;  so  that  if  in  any  bad  year  the  revenue  falls 
short  of  the  budget  estimate  and  the  expenditm-e 
cannot  be  reduced  below  the  budget  grant,  the  deficit 
is  temporarily  met  by  drawing  on  the  provincial 
balance.  As  a  matter  of  fact,  the  provincial  govern- 
ment may.for  the  time  being  have  a  larger  balance  than 
the  minimum,  and  then  it  may  not  h.ave  to  di-aw  upon 


the  minimum  balance ;  but  if  it  was  working  about 
the  neighbourhood  of  its  minimum  balance,  it  may 
have  to  use  temporarily  a  portion,  or  the  whole,  of  its 
minimum  balance,  or  even  to  take  a  loan  from  the 
Government  of  India.  In  that  case,  the  Government 
of  India  would  insist  on  the  provincial  government 
making  up  its  minimum  balance  at  the  earliest  possible 
opportunity. 

■  4418.  Are  those  balances  of  the  provincial  govern- 
ments kept  in  the  provincial  government  treasuries, 
or  in  the  central  government  treasuries,  or  in  banks  ? 
— ^There  are  no  provincial  governTnent  treasuries  as 
distinguished  from  those  of  the  Imperial  Government. 
These  provincial  balances  are  more  or  less  of  the 
nature  of  credits,  and  the  Government  of  India  has  the 
disposal  of  all  the  money.  It  manages  the  treasuries, 
but  it  keeps  an  account  showing  the  amount  which 
each  provincial  government  has  got  to  its  credit. 

4414.  So  that  in  considering  what  amount  of  money 
is  at  any  time  locked  up  in  the  Government  balances, 
the  Government  balances  about  which  you  were 
speaking  earlier  are  inclusive  ? — Quite  so.  At  the 
moment  there  are  about  10  crores  of  provincial 
balances  included  in  the  balances  of  the  Government 
of  India. 

4415.  Now,  will  you  resume  your  account  of  the 
making  of  the  budget  ? — When  we  have  finished  our 
examination  of  the  first  edition  of  the  provincial 
budgets,  we  communicate  to  the  provincial  govern- 
ments the  figures  of  the  budget  estimates  for  revenue 
and  expenditure  as  passed  by  us,  and  we  tell  them 
that  they  can  distribute  the  total  sum  that  we  have 
allotted  as  their  expenditure  grant  for  the  following 
year  among  the  different  heads  of  account  in  consulta- 
tion with  their  coxmoils.  After  we  have  finished  with 
the  estimates  of  the  provincial  governments,  we  examine 
the  ,  estimates  of  the  wholly  Imperial  revenue  and 
expenditure.  The  main  items  are,  firstly,  the  military 
services.  Of  these  a  detailed  estimate  is  prepai-ed  by 
our  Military  Pina,nce  Branch,  in  consultation  with  the 
Military  Accountant- General  and  the  Army  authorities, 
viz.,  the  Commander- in- Chief  and  his  staff.  At  the 
end  of  December,  we  have  already  decided,  in  connec- 
tion with  the  preliminary  budget  forecast,  what  sum 
of  money  we  can  allot  to  meet  military  expenditure 
in  the  following  year.  If  we  find  that  the  total  of  the 
detailed  budget  exceeds  that  limit  owing  to  some 
special  causes,  we  may  have  to  raise  that  allotment  in 
January  or  February  if  we  find  it  possible  to  do  so. 
Secondly,  there  are  the  estimates  of  the  smaller  com- 
mercial depai-tments,  the  Post  Office  and  Telegraphs. 
The  Post  Office  estimates  do  not  generally  give  much 
trouble,  because  the  expenditure  is  usiially  kept  well 
within  the  revenue,  and  the  work  of  the  department 
generally  results  in  a  profit.  In  the  case  of  the  Tele- 
graphs, the  expenditure  has  in  recent  years  been  higher 
than  the  revenue,  mainly  owing  to  the  need  for  the 
establishment  of  radio  stations,  and  we  have  to  go  into 
these  estimates  carefully,  and  allot  as  much  money  as 
we  conveniently  can  for  the  efficient  maintenance  of 
the  service. ,  Then  comes  the  most  important  Imperial 
department,  the  Railway  Department.  There,  it  is 
very  difficult  to  make  any  con-ect  estimate,  owing  to 
the  magnitude  of  the  transactions  and  their  liability  to 
respond  to  the  agricviltural  prospects,  and  trade  condi- 
tions of  India.  Still,  we  make  the  best  estimate  we 
can  with  reference  to  the  advice  of  the  administrative 
authorities.  After  we  have  settled  the  estimate  of 
revenue,  we  decide  how  much  money  is  to  be  allotted 
towards  the  working  expenses  of  the  railways.  We 
have  arrived  at  some  sort  of  preliminary  conclusion 
on  that  point  also  in  December  when  preparing  our 
budget  forecast ;  but  since  then  the  detailed  demands 
of  the  railway  administration  have  come  in,  and  we 
may  have  to  alter  our  preliminary  figures  with  refer- 
ence to  these  demands  and  our  ability  to  allot  a.  larger 
sum  towards  the  woi'Mng  expenses  of  the  railways. 
Lastly,  there  are  some  other  heads  under  which 
revenue  and  expenditure  ai-e  wholly  Imperial.  One  of 
these  is  opium.  The  estimate  of  opium  revenue  in 
recent  years  has  presented  great  difficulty.  The 
Govei-nment  of  India,  as  a  matter  of  policy,  decided 
that  they  would  only  budget  for  what  they  call  the 
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surplus  standard*  of  revenue  in  each  year,  and  would 
postpone  the  consideration  of  the  disposal  of  any  accrued 
sui-plus  from  this  souj-ce  until  later  on  in  the  year, 
in  December  and  January.     Other  important  Imperial 
heads  are  salt,  customs,  mint,  and  the  charges  of  the 
central  administration  and  of  the  sui-vey  of  India  and 
other  similar  scientific  depai-tmeats.     These  are  also 
examined  about  the  end  of  January.      We  also  get, 
about  the  second  week  of  Januai-y,  the  estimates  of 
the   India  Office,  which  show  the  amount  of  revenue 
and  expenditure,  the   amoimt  of  capital  expenditure, 
the  capital  liabilities  in  connection  with  the  discharge 
of  debt  which  must  be  met  in  the  following  year,  and 
other  receipts  and  disbursements  outside  the  revenue 
account.      When  these  various   estimates   have  been 
settled  we  compile,  about  the  beginning  of  February, 
the  total  figures  of  Imperial  revenue  and  expenditure 
and   of  provincial   revenue   and   expenditure   for   the 
whole  of  India,  and  then  we  again  examine  the  ways 
and   means   position.      We  know   what   the   Imperial 
sui'plus  will  be,  and  we  know  whether  the  provincial 
governments   will   di'aw   anything   from  the   balances 
which  they  have  got  on  deposit  with  the  Government 
of  India,  or  whether  these  balances  are  likely  to  be 
increased  in  the  coui'se  of  the  ensuing  year.     We  also 
know  what  amount  we  are  going  to  spend  on  capital 
expenditui-e,  on  railways,  irrigation  works,  &c.,  in  the 
following  year.     Then,  again,  we  have  got  another  set 
of    transactions    called     the    deposit,    advance,     and 
remittance  transactions.     In  India  the  pi-actice  is  for 
the  local  boards,  the  Mofussil  municipalities  and  other 
similar  bodies  to  bank  with  the  Government  of  India 
and    to    deposit    their    moneys  at   the    Government 
treasuries,  from  which  they  di-aw  such  sums  as  may 
be  required  from  time  to  time.     It  is  also  the  practice 
of  the  Government  of  India  to  issue  loans  to  cultivators 
in  times  of  famine,  and   for  land   improvement  and 
certain  other  purposes  in  normal  years,  as  well  as  loans 
to   municipalities  and  other  public  bodies  in  certain 
circumstances,  and  to  the  native  States  to  meet  admin- 
istrative needs  and  famine  requirements.      Estimates 
for  all  these  various  items  of  outlay,  and  the  receipts 
in  connection  therewith,  have  to  be  prepared  by  the 
Government  of  India  in  constdtation  with  the  Comp- 
troller-General.     When  we  have  got  together  all  the 
estimates  of  capital,  deposit,'  advance,  and  remittance 
transactions,    we    know  exactly   what    sum   will    be 
required   to   meet   the   capital  liabilities  of   all   sorts 
in  the  ensuing  year.     We   then  prepare,  also  in  the 
first  week  of  Feljruary,  a  compilation  of  the  ways  and 
means  position.     I  may  here  mention  thy.t  at  the  time 
when   we   are  settling  the  budget  estimates   for  the 
following  year  for  the  various  items  of  revenue  and 
expenditure,   and  of  the  receipts   and   disbursements 
outside  the  reveniie  account,  we  also  settle  the  corre- 
sponding probable  actuals  for  the  current  year,  which 
are  technically  called  the  revised  estimates,  so  as  to 
arrive   at  the  probable   opening  cash   balance  in  the 
budget  forecast  of  ways  and  means.     In  this  connection 
we  depend  mainly  on  the  advice  of  our  account  officers 
and  of  the  Comptroller-General.     One  main  point  on 
which  we  ask  the  help  of  the  latter  is  this :  The  impor- 
tant Imperial  departments,  viz.,  the  railways  and  the 
military  services,  draw  money  from  the  treasuries  by 
cheques  to  meet  their  expenditure,  and  they  also  pay 
the  bulk  of  their  receipts  into  these  treasuries.     So  we 
can  always  as  regards  the  current  year  check  the  total 
net  military  expenditure,  as  well  as   the  net  railway 
revenue  and  capital  expenditure,  from  the  Comptroller- 
General's    estimates    of     the    transactions    of    these 
departments  with   his    treasuries.      The   second   com- 
pilation, both  of  revenue  and  expenditm-e  and  of  the 
ways  and  means  position  which  I  have  refen'ed  to,  is 
the   first    regular  budget    compilation,   the    previous 
compilation  in  December  being  only  a  forecast.     If  we 
find    that    this    compilation    indicates    any   material 
variation  in  the  revenue  surplus  as  compared  with  the 
forecast,    we   either    curtail    the   budget    programme 
already   settled    or   devise  means    for    spending    the 
additional   surplus.      Then  we  go  to   the    Secretary 
of  State  about  the  beginning  of  February  with  any 

*  Sep.  in  this  connection  H.C.  155  of  1911.  p.  4. 


alterations  which  we  may  consider  necessary  in  our 
earlier  proposals  regarding  both  the  revenue  sm-plus 
and  the  ways  and  means  programme. 

4416.  Is  it  then  that  the  estimates  are  finally 
settled  ? — No,  they  are  not  final  even  then.  About 
the  first  week  of  February  we  get  the  provincial 
estimates  back  from  the  provincial  governments.  They 
iirform  us.  of  any  important  coirections  which  they 
think  are  necessaiy  in  the  revenue  heads  ;  and  if  the 
result  of  these  corrections  in  any  province  is  a  large 
deterioration  in  provincial  revenues  the  local  govern- 
ment must  curtail  its  total  expenditure  grant  accord- 
ingly. If,  on  the  other  hand,  the  con-ections  result  in 
an  improvement,  it  is  open  to  the  local  government 
to  ask  for  an  addition  to  its  expenditure  grant  for  the 
following  year.  We  go  through  these  provincial 
estimates  again,  and  finally  settle  the  estimates  of 
revenue  as  well  as  the  provincial  grants  for  expendi^ 
tm-e.  The  same  process  is  repeated  as  regards  the 
Imperial  items  of  revenue  and  expenditvu-e.  In  some 
cases,  particularly  the  railways,  there  have  been  very 
big  variations  at  this  stage  from  the  earlier  estimates. 
Then  about  the  middle  of  February  we  finally  make 
up  our  estimates.  They  are  then  presented  to  the 
Imperial  Legislative  Council  in  the  form  of  the 
Financial  Statement.  That  represents  the  financial 
proposals  of  the  Government  of  India  for  the  following 
year,  but  it  is  not  the  final  budget. 

4417.  That,  I  take  it,  is  only  settled  by  the  vote  of 
the  Imperial  Legislative-  Council  ? — What  happens  is 
this  :  Any  member  of  the  Council  can  move  a  resolu- 
tion asking  the  Government  of  India  to  make  changes 
in  taxation  or  to  allot  money  to  some  definite  object 
for  which  no  provision  has  been  made  in  the  budget, 
or  he  may  ask  the  Government  of  India  to  increase 
or  reduce  the  provision  under  any  particular  head. 
Even  if  that  resolution  is  carried,  the  Government  of 
India  is  not  bound  to  accept  it — it  may  or  it  may  not 
do  so. 

4418.  (Mr.  Gillan.)  It  takes  the  form  of  a  recom- 
mendation to  the  Government  of  India,  does  it  not  ? — 
That  is  it. 

4419.  ,{Clhairman.)  In  the  main,  as  I  understand, 
the  budget  may  be  said  to  be  settled  in  the  month  of 
February  F — That  is  so,  except  as  regards  important 
variations.  After  the  Council  have  discussed  the 
Financial  Statement  and  have  had  an  opportunity  of 
placing  their  recommendations  in  respect  of  it  before 
the  Government  of  India,  the  latter  go  through  the 
estimates  again,  but  at  that  stage  they  make  only 
important  alterations,  i.e.,  only  such  corrections  as  ai-e 
likely  to  affect  materially  their  calculations  about  the 
revenue  surplus  or  about  ways  and  means ;  and  then 
about  the  end  of  March  they  finally  present  the 
estimates  to  the  Council.  At  that  stage  the  Cotmcil 
cannot  make  recommendations  in  respect  of  the 
estimates. 

4420.  At  what  point  would  the  Government  of  India 
in  conjunction  with  the  Secretary  of  State  have  to 
make  a  decision  as  to  whether  they  would  propose  an 
increase  or  a  decrease  of  taxation  ?— That  would  be  at 
each  of  these  stages.  The  first  proposal  is  submitted 
to  the  Secretary  of  State  about  the  beginning  of 
January. 

4421.  When  would  the  final  decision  betaken?— 
The  final  decision  would  be  taken  about  the  middle  of 
February. 

4422.  The  official  year  begms  in  April?— On  the 
1st  April. 

4423.  The  accm-acy,  or  the  realisation  of  the  budo-et 
forecast  depends,  I  think  you  have  said,  mainly  iipon 
the  condition  of  agi-iculture  ?— Upon  the  condition  both 
of  agriculture  and  of  trade. 

4424.  Trade  and  the  railways  bemg  themselves  very 
largely  dependent  on  the  harvest  ?— That  is  so. 

4425.  AU  these  estimates  have  to  be  made  at  a  time 
of  the  year  when  the  Government  canimot  possibly 
forecast  whether  the  haiTest  would  be  a  normal  or  an 
abnormal  one  P^Quite  so ;  we  cannot  know  anything 
about  the  position. 

4426.  I  presume,  therefore,  that  they  budget  for 

what    you  may  call    a    nonnal  hai-vest  ? That    is 

exactly  so. 


MINUTES   OF   EVIDENCE. 
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4427.  Do  you  Imow  whether  the  G-overnment  of 
India  have  ever  considered  whether  they  could  not 
make  their  forecast  with  much  more  accuracy  and 
more  satisfaction  to  themselves  if  they  altered  the 
date  of  the  financial  year  r" — So  far  as  I  can  recollect, 
the  question  has  not  been  examined  in  recent  times.  I 
should  think  the  main  point  was  that  they  followed  the 
practice  in  England,  and  having  done  so  they  have 
never  given  a  serious  thought  to  altermg  it. 

4428.  Of  course  there  is  always  inconvenience  at 
the  moment  of  change  in  a  matter  of  that  kind  ;  but 
setting  that  aside,  and  setting  aside  for  the  moment 
any  objections  that  might  be  raised  in  England,  do 
you  think  it  would  be  an  advantage  to  the  Government 
of  India  to  alter  the  date  ? — I  must  say  I  have  not 
thought  about  it. 

4429.  Other  things  being  equal,  it  would  enable  you 
to  estimate  with  greater  aocui-acy,  would  it  not  ? — 
Yes,  but  even  if  we  altered  the  date  and  made  the 
year  end  on  the  31st  December,  the  result  would  be 
that  in  January  we  woiild  not  know  exactly  how  the 
accounts  of  the  preceding  year  stood.  In  any  case  we 
will  certainly  not  be  able  to  forecast  the  coui-se  of  the 
ensuing  monsoon  much  better  than  we  do  now.  The 
only  advantage  will  be  this,  that  we  will  know  more 
definitely  than  at  present  how  we  stood  as  regards  the 
past  year.  I  do  not  think  the  change  of  the  financial 
year  so  as  to  make  it  terminate  on  31st  December  will 
in  any  way  help  the  G-ovemment  of  India  in  fore- 
casting the  course  of  the  monsoon  in  the  following 
year. 

4430.  I  was  wondering  whether  you  could  not 
postpone  the  beginning  of  the  financial  yeai-  to  a  date 
at  which  you  would  have  some  knowledge  of  the 
monsoon — suppose  we  take  the  end  of  October  ? — Such 
a  change  would  probably  enable  ns  to  fi-ame  a  better 
estimate  than  we  can  now.  We  have  got  two  monsoons, 
the  autumn  monsoon  and  the  winter  monsoon,  and  we 
would  not  be  able  wholly  to  meet  the  difficulty,  but 
stiU,  it  would  be  better  than  the  present  position. 

4431.  The  large  balances  of  which  I  have  spoken, 
which  have  accrued  in  recent  years  both  in  India  and 
in  London,  I  understand  from  you,  and  I  think  we 
have  had  it  from  another  witness,  include  sums  which 
are  already  allocated  and  which  are  placed  at  the 
disposal  of  the  provincial  governments  ? — Quite  so. 

4432.  They  are  not  what  you  may  call  free  money 
within  the  control  of  the  Government  of  India  at  the 
time  when  it  shows  them  in  their  balances,  and  while 
therefore  they  are  a  credit  to  the  Govei-nment  of  India 
there  is  a  con'esponding  debit  F — The  actual  money  is 
in  the  hands  of  the  Government  of  India,  biit  it 
involves  on  them  a  liability  to  supply  the  provincial 
governments  with  any  sums  which  the  latter  may 
require,  out  of  the  amounts  standing  to  their  credit,  to 
meet  provincial  expenditure  which  has  received  proper 
sanction.  A  good  portion  of  the  G-overnment  of  India's 
balance  consists  of  similar  items. 

4433.  Do  you  think  it  would  tend  to  avoid  mis- 
conception, if,  in  publishing  the  balances  you  eliminated 
those  sums  which  had  already  been  promised,  though 
not  actually  spent,  if,  in  fact,  you  carried  them  to  a 
suspense  account  and  showed  them  in  a  suspense 
accovmt  separate  from  the  free  balances  of  the  Govern- 
ment of  India? — They  are  actually  shown  in  a  suspense 
account,  but  when  we  state  our  cash  balance  we  show 
the  actual  amount  that  is  held  in  the  treasuries.  _  As 
it  is,  apart  from  this  balance  which  has  been  promised 
to  the  provincial  governments,  there  are  considerable 
sums  which  really  represent  the  balances  of  local 
boards  and  municipalities. 


4434.  I  noted  that  you  said  that  also.  The  general 
effect  of  that,  as  it  seems  to  me,  is  to  make  the  casual 
or  careless  observer  think  that  the  free  balances  of  the 
Indian  Government  are  very  much  higher  than  they 
really  are  ? — The  published  cash  balances  are  certainly 
not  free  balances.  They  represent  the  money  which 
the  Government  of  India  holds  in  its  treasuries.  It 
may  be  that  a  portion  of  it  represents  savings  banks 
deposits,  while  another  portion  of  it  represents  the 
balances  of  provincial  govei-nments,  and  a  third  portion 
represents  the  bala.nces  of  municipalities.  It  consists 
of  the  aggregate  money  which  the  Government  of  India 
has  got  under  its  control  in  its  treasuries. 

4435.  It  is  the  gross  balance  ? — Yes. 

4486.  Some  of  our  witnesses,  I  think — and  I  might 
even  say  for  myself,  as  a  member  of  the  Commission, 
that  I  have  been  a  little  puzzled — have  confused  those 
gross  balances  of  the  Government  of  India  with  the 
net  balance  of  the  British  Government  at  the  Bank  of 
England ;  they  are  clearly  quite  different  things  ? — 
Quite  so. 

4437.  Would  it  not  be  worth  while  in  any  state- 
ment in  which  those  balances  appear,  at  least  to 
append  some  note  to  show  what  was  a  free  balance, 
and  what  was  already  allocated  to  specific  pui-poses  ? — 
That  amounts  to  preparing  a  statement  of  assets  and 
liabilities.  In  fact,  Sir  Edward  Law  once  prepared  it 
and  published  it  in  one  of  his  financial  statements. 
If  it  is  of  any  use,  it  could  be  pi-epared  without  much 
trouble,  but  all  the  necessary  information  can  be 
obtained  from  the  Finance  and  Revenue  Accounts  if 
it  is  wanted. 

4438.  I  want  to  go  back  for  a  moment  now  to  the 
question  of  the  rupee  loans.  In  the  first  place,  what 
is  the  total  amoimt  of  iiipee  loans  outstanding  held 
in  India  and  in  London  respectively  ? — 1  could  give 
you  the  figure ;  it  is  published  in  an  annual  return 
of  the  Indian  Oommei-cial  Intelligence  Department : 
I  quote- the  following  passage,  "  Of  the  rupee  debt  it  is 
"  estimated  that,  including  Rs.  137 '5  millions  held  in 
"  London,  Rs.  728  ■  6  millions  were  held  by  Europeans  at 
"  the  end  of  1910,  and  Rs.  652 -4  millions  by  Indians, 
"  the  holdings  by  Indians  being  47  per  cent,  of  the 
"  whole  debt.  It  should  be  noted,  however,  that  the 
"  invested  currency  resei-ve  is  included  in  the  sum 
"  held  by  Btu-opeans."* 

4439.  Have  you  any  later  figures  than  those  ? — No, 
1  have  not.  They  indicate  that  73  crores  were  held  by 
Europeans  at  the  end  of  1910,  and  65  crores  by 
Indians.     I  could  get  later  figures  out  if  reqiiired. 

444i).  Of  the  portion  held  by  Indians,  roughly 
speaking,  by  what  classes  of  the  population  is  it  held 
— do  men  of  small  means  take  any  sha,re  in  those 
loans  ? — The  bulk  is  held  in  what  may  be  termed  big 
holdings,  i.e.,  by  rich  men  and  men  employed  in 
commerce. 

4441.  I  think  yoti  said  that  it  was  the  policy  of 
the  Indian  Government  to  raise  as  large  a  sum  as 
possible  in  rupee  loans  ? — Yes,  that  is  so. 

4442.  I  am  not  sui-e  that  I  asked  you,  but  at  any 
rate  I  will  ask  you  again  in  case  I  did  not,  what  is 
their  reason  for  so  doing  ? — It  is  firstly  a  matter  of 
policy.  They  consider  it  is  politically  good  for  the 
countiy  that  as  much  of  the  public  debt  as  is  possible 
shotdd  be  held  by  the  people  of  the  comitiy.  In  the 
next  place,  another  reason  is  that  the  increase  in  the 
rupee  boirowings  tends  to  reduce  the- foreign  debt,  and 
consequently  the  home  charges. 

*  Part    IV.A    of    Statistics    of    British    India.    1910-1 
Calcutta  Government  Press. 


The  witness  withdrew. 
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4443.  (Sir  Ernest  Cable.)  Tow  said  that  the  Budget 
Estimates  were  based  on  what  is  called  the  normal 
harvest.  Could  you  define  what  a  normal  harvest 
means  ?  Is  it  based  on  an  average  of  yield  ? — That  is 
so  ;  that  is  to  say,  we  assume  that  the  rainfall  would 
be  moderate  and  not  scanty  or  plentiful,  that  the  crops 
would  produce  what  you  would  call  an  ordinary  yield, 
and  that  the  trade  conditions  would  be  nonnal  through- 
out the  year. 

4444.  (Mr.  Gladstone.)  I  should  like  to  ask  you 
a  few  questions  about  the  working  of  the  district 
treasuries.  Ai-e  there  any  recent  official  reports 
showing  the  actual  daily  and  weekly  transactions .' — 
No,  I  am  afraid  there  are  none. 

4445.  Could  you  give  us  a  statement  showing  the 
actual  balances  on  difBerent  fixed  dates  at  specific 
treasuries  ? — No,  not  without  getting  the  figui-es  from 
India. 

4446.  Ton  referred  yesterday,  I  think,  to  the 
transfer  of  surplus  funds  to  the  currency  chest  ? — 
Yes. 

4447.  Can  you  teU  me  how  often  that  may  be  done 
in  a  year  ? — ^It  may  be  done  at  the  surplus  treasuries, 
almost  every  month.  In  fact,  at  times,  when  the 
revenue  flows  in  in  large,  quantities,  it  may  have  to 
be  done  weekly. 

4448.  Would  a  return  of  the.  receipts  be  sent  to  the 
Accountant- General  every  week  .f* — It  is  sent  once  every 
month  ordinarily,  but,  when  the  revenue  collections  are 
heavy,  the  Accountant- General  often  calls  for  a  weekly 
or  fortnightly  return  from  the  surplus  treasuries. 

4449.  Then  he  takes  action  based  on  the  return 
which  he  receives  ? — Quite  so. 

44.50.  So  that  there  would  not  be  much  delay  in 
transf  en-ing  any  surplus  money  to  the  cun-ency  chest  ? 
— No,  there  is  not  usually. 

4451.  I  think  you  rather  indicated  that  the  substi- 
tution of  a  branch  bank  for  a  district  treasuiy  involved 
an  increase  in  the  minimum  Government  balance? — 
For  the  time  it  does.  So  long  as  the  arrangement 
regarding  a  minimum  guai-antee  hold.s  good,  it  natm-ally 
involves  some  increase  in  the  minimum  balance. 

4452.  Would  not  the  saving  in  establishment 
charges  more  than  counterbalance  the  cost  of  such 
additional  balance  ? — I  have  not  made  any  actual  cal- 
culation, but  I  am  doubtful,  because  I  do  not  think 
there  is  any  material  saving  in  estabUshment  charges. 
At  these  places  Government  has  still  got  to  maintain 
what  is  known  as  the  accountant's  department.  The 
bank  simply  takes  over  the  actual  function  of  receiving 
and  keeping  the  money  and  of  making  the  payments. 
But  anybody  who  has  got  to  make  a  payment  must 
go  to  the  Treasury,  and  there  we  must  maintain  the 
proper  establishment  to  give  him  a  chalan  or  authority 
to  hand  over  the  money  to  the  branch  bank.  Similarly, 
as  regards  the  payment,  the  Treasmy  officer  issues 
some  sort  of  a  cheque  or  payment  order  on  the  branch 
bauk,  after  satisfying  himself  that  the  payment  is  in 


order,  and   that  the  party  who  ulaims  the  mone 
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entitled  to  it ;  then  the  branch  bank  makes  the  pay- 
ment. So  Government  saves  only  a  part  of  the 
Treasuiy  establishment,  not  the  whole  of  it. 

445S.  You  would,  I  suppose,  acknowledge  that  a 
branch  bank  ought  to  be  able  to  conduct  the  business 
more  economically  by  being  able  to  combine  banking 
business  with  Treasuiy  business  ? — Prima  facie,  it 
ought  to  be  so,  but  the  difficulty,  I  believe,  is  that 
at  these  places  the  need  for  banking  facilities  is  not 
very  great,  and  that  is  why  the  bank,  when  it  opens 
a  new  branch  bank  and  gets  the  transfer  of  Govern- 
ment business,  insists  on  some  sort  of  minunum  balance 
for  a  certain  number  of  years.  It  is  possible  that  after 
this  period  is  over  the  guaranteed  TnJTiiTniiTn  balance 
will  be  reduced,  or  it  may  be  possible  to  dispense  with 
the  guaranteed  minimum. 

4454.  Do  you  not  think  that  on  balance  it  would  be 
advisable  for  the  Government  to  hold  out  inducements 
to  the  bank  to  establish  these  branches  ? — Tor  that 
very  i-eason  I  think  it  does  so.  Otherwise  I  do  not 
think  it  would  ever  agree  to  maintain  a  TniTiiinnni 
guai-anteed  balance. 

4455.  I  should  like  to  ask  you  one  question  on 
the  subject  "of  permanent  loans.  In  England  various 
securities  are  issued  by  the  India  Office  to  meet  the 
requirements  of  the  money  market — short  tei-m,  fixed 
dates,  bearer  and  floating  bonds.  Would  not  there  be 
a  demand  for  securities  of  this  kind  in  India  ? — It  is 
possible  that  there  may  be  a  demand,  but  then  the 
question  is  whether  it  is  any  advantage  to  the  Govern- 
ment to  get  this  loan.  It  is  very  probable  that  we 
will  get  the  money  at  what  is  known  as  the  slack 
season  in  India,  but  that  at  the  beginning  of  the  busy 
season,  which  is  more  or  less  oui-  tight  season  also, 
we  will  be  called  upon  to  return  the  money  which  has 
been  lent  to  .us  for  a  temporary  period;  and  it  may 
not  be  quite  convenient  to  the  Government  of  India  to 
pay  back  the  money  just  at  that  time. 

4456.  But  suppose  the  bearer  or  floater  bonds  were 
issued  with  a  cuiTency  of  five  or  ten  years  there  would 
be  very  little  fluctuation  in  price,  and  these  securities 
would  be  extremely  conyenient  for  borrowing,  whether 
from  the  Government  or  from  the  banks,  and  would 
supply  a  popular  want  ?— Quite  so.  That  would  give 
the  Government  some  additional  capital  for  the  time 
being.  But  there  are  objections  on  principle  to 
raising  money  by  means  of  these  temporary  debts. 
For  example,  if  temporary  debt  has  got  a  cun-ency  of 
five  years  and  at  the  end  of  the  five  years,  when  the 
time  comes  for  repaying  it,  and  there  is,  let  us  suppose, 
a  famine  in  India,  Government  may  not  find  it  possible  to 
repay  the  money  without  raising  a  permanent  debt  on 
less  favourable  terms  than  it  would  have  got  if  it  had 
raised  the  money  by  permanent  debt  at  the  time  when 
it  floated  its  temporary  debt. 

4457.  Quite  so ;  those  conditions  are  met  in  London, 
and  they  might  be  met  there,  by  bills  for  a  year  jn  the 
case  of  an  exceptional  time,  or  something  of  that 
sort  ? — My  impression  is  that  the  India  Office  them- 
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selves  do  not  quite  _^favour  the  idea  of  raising  money 
for  long  periods  by  means  of  temporary  loans.  The 
policy  is  to  raise  temporary  debt  in  times  of  pressui-e 
and  stringency  and  then  to  substitute  for  this  temporary 
debt  a  permanent  debt  as  soon  as  market  conditions 
make  it  possible  to  do  so  on  reasonable  terms. 

4458.  My  suggestion  is  that  these  securities  would 
be  extremely  convenient  for  the  pui-pose  of  loans,  say 
from  the  Government  itself,  because  they  would  be 
redeemable  at  an  early  date,  they  would  not  vary  in 
pi'ioe,  they  would  be  good  security  for  the  Grovernment, 
and  they  would  be  popular  with  bankers  and  others- 
to  be  used  for  that  purpose  ? — I  admit  that  there 
would  be  some  advantages,  but  then  there  may  be 
countervailing  disadvantages,  and  the  disadvantages 
may  be  greater  than  the  advantages. 

4459.  There  are  one  or  two  questions  I  should  like 
to  ask  you  on  the  Budget  year.  The  yearly  forecasts 
are  now  made  in  December- January,  I  understand?  — 
That  is  so. 

4460.  Of  course,  in  December-January  nothing 
whatever  can  be  known  about  the  monsoon — about  the 
following  season ;  but  if  the  forecast  were  made  in 
July-Augast  the  general  course  of  the  monsoon  would 
be  pretty  well  known  ? — Of  the  autumn  monsoon,  no 
doubt. 

4461.  You  use  the  expression  "the  autumn 
monsoon";  that  is  the  June-July  monsoon? — ^Yes, 
that  is  so. 

4462.  That  is  the  really  important  monsoon, 
taking  India  generally? — Quite  trae,  but  not  in  all 
parts  of  India.  For  example,  a  failure  of  the  winter 
rains  would  largely  affect  say  the  wheat  crop  in  the 
Panjab,  and  pr.ssiy  y  also  in  the  United  Provinces. 

4463.  That  rtrould  not  be  known  in  December- 
January,  woula  it ;  you  might  have  favourable  weather 
later  on  which  would  assure  the  wheat  crop  ? — Quite 
so,  but  then  in  January,  or  at  least  about  the  beginning 
of  February,  v,--  hav6  a  pretty  fair  idea  how  the  winter 
rains  will  turn  out. 

4464.  But  still,  the  wheat  crop  in  the  Punjab  and 
the  North-West  is  not  of  similar  importance  to  the 
general  rioe  crop  throughout  India  and  Burma,  which 
depends  upon  the  June-July  monsoon?— I  do  not 
quite  accept  tl^at  statement  as  regards  the  Burma  rice 
crop.  I  am  not  sm-e  that  it  absolutely  depends  on  the 
July  rainfall.  . 

4465.  (Mr.  Gillan.)  May  I  a,sk  a  question  upon 
that  ?  You  are  not  suggesting,  are  you,  that  a  failm-e 
of  the  winter  rains  is  of  anything  like  the  same 
importance  as  a  failure  of  the  regular  monsoon  ?-  -No, 
not  quite. 

4466.  Not  quite  ?— No.  _ 

4467  Is  it  anywhere  in  the  same  latitude,  so  to 
speak  ?— I  think  so ;  in  fact,  I  think  if  there  is  a  failui-e 
of  the  winter  rains  there  is  a  considerable  efiect  both 
on  the  revenue  and  on  the  economic  conditions  of  the 

country.  _  .^      ,,    ,    ,i 

4468  (Ur.  Gladstone.)  Assuming,  as  I  do,  that  the 
June-July  monsoon  is  the  really  important  monsoon, 
it  wrould  be,  would  it  not,  a  great  advantage  to  Govern- 
ment so  make  their  forecast  m  July- August  rather 
than  December- January  ?-.Yes,  there  would  be  some 
advantage ;  that  is  quite  true.  ,        ,  „  ,, 

4469  Then  you  indicated  that  three  orfoui-  months 
were  occupied  in  preparing  the  figures  for  the  Budget 
Would  it  be  necessary  to  have  so  Iphg  a  time  ?  Could 
not  that  be  compressed  into  a  couple  of  months  ?-I 
am  afraid  that  it  would  be  impossible,  having  regard 
to  the  fact  that  the  estimates  of  the  various  Provincial 
Governments  have  to  be  incoi-porated  in  the  Budget 
of  the  Government  of  India,  and  to  the  pi-esent  proce- 
dure with  regard  to  provincial  Budgets.  The  provincial 
Budget  has  got  to  be  considered  m  some  foi-m  or 
othe?  by  the^  Legislative  Councils  of  the  provinces. 
PreviouslY  I  think,  we  used  to  finish  the  Budget  m 
rboTr^onth.  or  'a  month  a.d  a  l^^l  J^^we  had  o 
lengthen  the  period  after  the  ^o'Jft^*^*"'^  °*  *J\^^ 
enlarged  councils  so  as  to    give   them  some  time  to 

'^T^B^froSbly  if  the  Gove™nt  of  India 
consTred  it  o'f  importance  ^  --?«-  *^%^"^^  4* 
might  be  managed ?-I  am  not  sure  about  that,  m 


fact,  I  doubt  if  it  could  be  managed  without  curtailing 
the  facilities  now  enjoyed  by  the  Legislative  Councils 
of  discussing  the  Budget. 

4471.  If  the  forecast  were  made  in  July  it  would  be 
possible,  would  it  not,  to  close  the  financial  year  on 
the  30th  September  ?-^Yes,  quite  so. 

4472.  And  that  date,  I  understand,  would  coincide 
"  with  the  revised  dates  which  have  been  recently  settled 

by  the  Government  fo"r  railway  half-years  and  years  ? 
—Yes. 

4473.  You  are  aware  that  they  have  lately  been 
changed  ? — Yes.  Of  course,  the  railway  year  now  ends 
on  the  31st  March,  the  same  as  the  financial  year; 
but  then,  as  all  the  railways  make  up  accounts  half- 
yearly,  the  change  to  the  30th  September  would  not 
really  affect  them. 

4474.  {Mr.  Keynss.)  Would  there  be  any  technical 
difficulties  in  the  way  of  this  proposal  of  changing  the 
financial  year  to  an  October-to-September  year  ?  Would 
that  date  be,  for  any  reason,  less  convenient  than  the 
present  date  from  the  purely  office  point  of  view  ? — No, 
scarcely  that,  but  then  I  think  there  may  be  objections 
from  the  adminLstrative  point  of  view.  It  might  mean 
that  the  various  local  governments  and  subordinate 
officers  would  have  to  be  tied  down  to  some  amount 
of  office  work  at  a  time  of  year  which  they  probably 
devote  to  touring.     But  I  am  not  sui-e  of  this. 

4475.  (Mr.  Gillan.)  From  that  point  of  view  it  is 
a  better  time,  is  it  not,  than  in  the  cold  weather  ?— 
Quite  so.  It  is  in  the  cold  weather  that  they  go 
touring.  But,  if  the  Budget  of  the  Government  of 
India  is  to  be  finally  settled  in  September,  the  district 
officers  will  have  to  prepare  their  estimates  some  time 
in  March  or  even  February. 

4476.  (Mr.  Keynes.)  There  was  some  question 
raised  yesterday  about  the  supplementary  information, 
which  you  supplied  to  the  India  Office  as  to  how  revenue 
was  coming  inin  the  course  of  the  year,  for  their  guidance 
in  raising  loans.  You  said,  I  think,  that  monthly 
returns  of  the  Comptroller-General  were  forwarded  ? — 
That  is  so. 

4477.  What  sort  of  document  is  that  ?  Is  it  one 
from  which  it  is  easy  for  a  person  who  is  not  actually 
in  India  to  ascertain  what  the  ultimate  receipts  of 
revenue  are  likely  to  be  ? — Of  course,  it  is  so  difficult 
to  make  any  safe  foi-ecast  with  reference  to  the  actuals 
of  a  month  or  even  of  two  or  three  months,  and 
particularly  if  the  India  Office  have  to  float  their 
loan,  as  they  did  last  year,  in  May.  What  actually 
happens  is  this :  The  Comptroller-General,  imme- 
diately the  Budget  estimates  have  been  settled,  dis- 
tributes the  Budget  estimates  both  of  revenue  and  of 
expenditure  over  the  twelve  months  of  the  yeai-.  Then 
at  the  end  of  every  month  he  issues  a  printed  state- 
ment comparing  the  actual  revenue  receipts  and  the 
actual  expenditure  with  the  distributed  Budget,  and 
that  shows  whether  the.  x-evenue  and  expenditure  are 
actually  siiowing  an  improvement  over  the  distributed 
figures.  The  India  Office  can,  howgver,  always  find 
out  from  these  retui-ns  whether  the  actual  closing 
balance  of  the  previous  year  was  materially  higher  than 
the  amount  entered  in  the  Budget  Estimates.  About 
that  there  can  be  no  doubt,  and  if  that  balance  shows 
any  large  improvement  I  think  there  would  be  no 
difficulty  in  their  judging  whether  it  is  necessai-y  to 
raise  the  full  amount  of  the  loan  if  the  mai-ket  is 
unfavourable  to  them. 

4478.  But  this  is  simply  a  monthly  routine  docu- 
ment from  which  they  can  draw  their  own  conclusions  ? 
— Quite  so. 

4479.  There  is  no  process  by  which  the  Financial 
Member  or  the  Financial  Secretary  in  India  informs 
the  Secretaiy  of  State  from  time  to  time  as  to  what  is 
known  as  to  the  likelihood  of  the  estimate  being 
j-ealised  ? — No,  that  is  the  very  point  which  I  mentioned 
yesterday.  They  are  not  asked  for  any  advice  on  the 
point.  The  India  Office  gets  these  routine  papers,  and 
they  are  more  or  less  in  a  position  to  judge  for  them- 
selves. They  have  never  asked  for  the  opinion  of  the 
Government  of  India  in  this  particular  matter. 

4480.  K  the  opinion  of  the  Government  of  India 
was  asked  for  they  could  probably  give  the  India  OflSce 
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something  more  valuable  and  more  definite  than  this 
routine  monthly  document? — Vei-y  probably. 

4481.  In  estimating  the  heads  of  revenue  I  suppose 
amongst  the  most  important,  and  also  amongst  the 
most  doubtful  are  railways  and  the  land  revenue  ^ — 
Yes,  and  Customs  also  plays  an  important  part. 

4482.  In  estimating  these  many  months  before  you 
can  have  any  accurate  information  as  to  how  the  seasons 
will  turn  out,  do  you  assume  something  rather  below  the 
average  of  previous  years,  or  on  what  principle  do  you 
do  it  ? — As  regards  land  revenue  there  is  not  much 
difficulty.  We  can  find  out  what  the  demand  is,  and 
if  there  is  no  famine  or  failure  of  the  monsoon  or 
other  special  causes,  which  would  necessitate  any 
considei-able  suspensions  or  remissions  of  revenue, 
then  we  can  make  a  fairly  coiTect  estimate  of  the  land 
revenue. 

4483.  Is  the  estimate  which  you  publish  in  March, 
then,  an  estimate  based  on  the  hypothesis  that  there 
will  be  no  important  remissions  ? — Qioite  so.  We  only 
allow  for  ordinary  remissions,  not  for  any  special 
remissions  necessitated  by  famine  or  other  abnonnal 
circumstances. 

4484.  It  is  rather,  therefore,  a  maximum  estimate 
than  a  minimum  estimate .'' — For  land  revenue  it  is 
generally  so.  At  the  same  time  there  are  certain 
ti-acts  where  the  land  revenue  assessment  depends 
upon  the  area  cropped,  so  tha,t  if  the  crops  are  better 
than  the  average  in  those  ti-acts  the  land  revenue 
returns  will  be  higher  than  the  normal  figures. 

4485.  In  those  tracts  you  know  the  actual  average 
figures  of  the  previous  years  ? — Not  exactly  the  actual 
average  figures  ;  we  know  at  the  time  what  the  cropped 
area  under  assessment  is,,  and  the  estimates  are  based 
with  reference  to  that  ai-ea. 

4486.  The  area  which  has  been  sown  ? — Which 
has  been  settled,  so  to  speak. 

4487.  I  mean  in  these  districts  of  variable  crop 
area  you  cannot  know,  when  you  are  making  the 
estimates,  what  the  area  wiJl  be  in  the  following  year. 
In  estimating  that,  do  you  take  the  average  which  was 
cropped  in  previous  years  or  not  ? — We  do  not  actually 
take  the  average  of  previous  years.  We  allow  for 
some  growth  over  that  average.  There  is  always 
some  noi-mal  growth  over  that  area,  and  this  normal 
gi'owth  is  allowed  for.  In  fact,  if  crops  are  plentiful 
the  land  revenue  becomes  considerably  increased;  on 
the  other  hand,  if,  owing  to  floods  or  failure  of  the 
rains  or  other  abnormal  causes  the  crops  do  not  come 
up  to  the  average,  then  the  land  revenue  falls  off. 

4488.  I  should  be  right,  therefore,  in  concluding 
that  on  the  whole,  apart  from  some  small  adjustments, 
in  your  estimates  of  land  revenue  you  do  not  make  any 
considerable  allowance  for  the  contingency  of  a  bad 
harvest  ? — Quite  so. 

4489.  They  are  rather  towards  the  maximum  than 
towards  the  minimum  ? — They  are  based,  as  I  said,  on 
the  normal  hai-vest.  Tou  cannot  say  it  is  the  maximum, 
because  if  the  harvest  is  a  really  good  one,  in  some 
places  you  may  get  a  larger  return  from  the  land 
revenue  than  if  it  is  a  normal  harvest. 

4490.  But  that  seems  to  differ  from  the  impression 
I  got  from  your  former  remarks,  that  it  was  based  on 
an  actual  fixed  figure.  Is  this  normal  figure  a  com- 
puted one  or  an  average  ? — That  figure  is  based  on  the 
actual  figure  of  the  previous  years  after  we  have 
eliminated  from  it  all  abnonnal  collections  of  an-ears, 
and  things  of  that  sort.  Then  we  make  allowance  for 
the  normal  gi-owth  of  revenue,  not  for  any  abnormal 
growth  or  for  any  abnormal  remissions  or  suspensions, 
and  that  is  how  we  make  oui'  estimate. 

(Chairman.)  It  is  very  much  like  the  British 
Budget  estimate. 

4491.  (Mr.  Keynes.)  Then  with  regard  to  the  other 
important  item,  in  the  case  of  railways  have  you  any 
information  as  to  how  the  estimating  is  done  ?  I 
suppose  for  the  most  part  you  accept  the  figures 
of  the  railway  authorities  ? — As  a  matter  of  fact  we 
do  not ;  we  make  very  large  corrections  in  their 
figures  with  reference  to  the  actuals  of  the  past  year ; 
but.  of  course,  here  also  we  try  our  best  to  eliminate 
all  abnormal  factors,  and  the  coirections  we  accordingly 


have  to  make  are  often  very  considerable ;  in  fact,  in 
some  years  they  amount  to  something  like  two  crores. 

4492.  And  in  the  case  of  Customs  ? — In  the  case  of 
Customs  we  mostly  base  our  Budget  Estimate  on  the 
receipts  in  the  ten  months  or  the  eleven  months  of 
the  cmTcnt  year.  Then  we  make  allowances  for  any 
abnonnal  factors;  for  example,  in  recent  years  the 
imports  of  silver  have  been  abnormally  high,  and  in 
forming  om-  Budget  Estimate  we  had  to  allow  for  the 
fact  that  these  high  imports  might  not  be  continued 
in  the  following  year.  Similarly  we  make  allowance 
for  any  other  large  abnormal  factor  which  may  have 
affected  the  revenue  in  the  cuiTent  year,  such  as  the 
Burma  rice  exports,  which  are  affected  by  a  variety  of 
causes,  and  therefore  we  take  the  Budget  Estimate  at 
what  seems  to  us  to  be  a  normal  figui-e. 

4493.  I  had  formed  a  general  impi-ession  that  the 
estimates  were  based  on  so  cautious  a  principle  that 
there  would  be  a  surplus  unless  the  year  was  a  rather 
poor  one,  and  a  large  surplus  if  it  was  a  good  one. 
Tou  would  not  agree  with  that,  I  understand,  from 
what  you  have  said  just  now ." — It  is  not  wholly  correct, 
for  example,  there  was  a  year  in  I'ecent  times  when  the 
actual  result,  owing  to  famine,  was  a  large  deficit 
as  against  a  small  surplus  which  the  Budget  had 
anticipated. 

4494.  Has  there  been  any  tendency  for  the  Budget 
Estimates  to  be  more  cautious  in  quite  recent  years 
than  they  were  say  eight  or  ten  years  agp  ? — No,  I  do 
not  think  so. 

4495.  Tou  put  down  the  recent  large  sm-pluses 
entirely  to  imforeseeable  causes  and  to  exceptionally 
good  seasons  ? — Quite  so ;  it  is  partly  due  to  opium 
and  partly  to  the  very  great  improvement  in  the 
economic  conditions  of  the  countiy. 

4496.  (Sir  Robert  Chalmers.)  The  geneiul  prosperity 
of  India  ? — Tes,  quite  so. 

4497.  (Mr.  Gillan.)  As  regards  opium,  it  was  due 
to  a  deliberate  poUcy  which  excluded  from  the  Budget 
Estimates  a  certain  portion  of  the  opium  reventie  in 
advance." — Tes;  I  think  1  mentioned  that  to  the 
Chairman  yesterday. 

4498.  (Mr.  Keynes.)  I  have  one  other  point,  not 
connected  vrith  the  Estimates.  In  the  million  which 
you  allowed  in  the  minimum  balance  as  lodged  at  the 
Presidency  banks  did  you  include  the  amount  lodged 
at  the  l^i-anches  or  only  that  at  the  head  offices  .=  —No, 
that  is  only  at  the  head  offices.  It  is  44  millions  foi- 
the  district  treasuries,  including  the  branch  banks,  and 
1  million  for  the  head  offices  of  the  Presidency  banks ; 
that  makes  oA  millions.  Then  there  is  2i  millions 
for  the  reserve  treasuries. 

4499.  I  should  like  a  little  more  information  as  to 
the  precise  relation  between  the  Government  and  the 
Presidency  banks  at  the  branch  offices.  I  suppose 
the  amounts  lodged  there  on  Government  accoimt  are 
veiy  vanable  m  amount— I  mean  at  the  individual 
offices  .=— At  individual  offices  I  do  not  think  they  are 
ordinanly  much  higher  than  what  we  keep  at  a  district 
treasuiy.  There  may  be  a  little  more  in  cases  where 
we  have  to  give  a  guara,ntee  imder  the  new  system, 
but  othei-wise  I  do  not  think  that  they  are  materially 
higher  than  what  Government  would  keep  at  a  district 
treasury. 

4500.  I  did  not  mean  to  inquire  so  much  as  to  their 
absolute  size,  but  rather  as  to  whether  they  are  veiT 
fluetuatmg?  Aa-e  they  much  higher  at  some  times 
of  the  year  than  at  others?- If  figures  are  required 
1  thmk  I  could  put  m  figui-es. 

4501.  You  have  not  any  impression  on  your  mind 
as  to  whether  they  are  fluctuating  ?-I  have  no  definite 

Iv^SeT'  ^  ^^'^  *^'  *^^  ^^^^ly 

4502.  I  am  asking  these  questions  because  I  want 
to  know  whether  it  is  necessaiy  for  the  Presidency 
banks  to  keep  at  the  branch  offices  a  very  W 
proportion  of  the  Government  deposits  in  cash  If 
the  Government  deposits  are  held  at  caU,  and  ai-e  of  a 
very  fluetuatmg  character,  evidently  they  would  have 

*  The  figures  are  being  obtained  frnm  India,  and  will  be 
printed  as  an  appendix  to  the  Final  Eepcirt. 
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to  hold  lafge  cash  deposits  there,  and  I  wanted  to  know 
how  far  that  was  the  case? — .My  impression  is  that 
ordinarily  there  is  no  material  fluctuation  in  the 
balances  kept  at  the  bi-anches  of  the  Presidency 
banks. 

4503.  Even  speaking  of  the  individual  offices,  not 
merely  of  the  aggregate  ? — Quite  so. 

4504.  {Sir  Shapurji  Broacha.)  Of  coui-se,  you  are 
telling  us  the  views  of  the  Government  of  India,  and 
not  yoiu-  own  personal  views  ? —  No.  The  views  which 
I  have  given  in  several  cases  have  been  my  personal 
views,  and  I  think  that  is  distinctly  understood. 
They  do  not  commit  the  Government  of  India  in  any 
way. 

4505.  What  would  be  the  exact  minimum  amount 
that  the  Treasury  requires  for  carrying  on  the  business 
of  the  country  ? — The  district  treasuries  ? 

4506.  All  put  together  ? — It  is  roughly  5  i  millions, 
ivithout  allowing  for  any  margin  or  reserve,  but  if  you 
allow  for  a  reasonable  margin  and  a  small  reserve  it  is 
8  millions,  the  figure  I  mentioned  yesterday. 

4507.  That  8  udllions  does  not  include  the  balances 
belonging  to  the  provinces  or  the  municipalities  ? — It 
includes  eveiything ;  it  is  the  amount  which  is  held  at 
any  particular  date  in  the  Government  treasuries. 

4508.  Then  we  are  told  that  18  crores  or  19  crores 
is  the  minimum,  balance  required,  or  12,000,000Z. 
sterling.  You  do  not  agi-ee  with  that  ? — No.  As  I 
tried  to  explain  yesterday,  that  sum  represents  the 
minimum  working  balance  which  the  Government  of 
India  wants  at  the  end  of  March.  In  India  there  is  a 
period  of  high  balances  and  a  period  of  low  balances. 
That  amount  of  12  millions  is  required  at  the  end  of 
March,  so  that  we  may  have  a  balance  of  at  least 
54  millions  in  December,  which  is  the  month  of  our 
low  balances. 

4509.  Five  and  a  half  millions  is  the  requii'ed  mini- 
mum in  December,  and  8  millions  for  working  balances, 
which  leaves  a  little  margin  for  the  Government.  Then 
anything  after  8  millions  could  be  lent.  Of  course, 
the  Government  may  require  money  for  other  purposes 
sometimes  aU  of  a  sudden — we  know  these  contingencies 
happen  in  every  country — but  for  the  purposes  of  the 
Government  8  millions,  or  12  crores,  would  be  sufficient, 
keeping  the  margin  of  about  2  millions,  because  5^ 
millions  is  the  absolute  minimum? — I  would  not  say 
that  quite  as  regards  the  end  of  the  year,  March  31, 
because  apart  from  the  300  district  treasuries  we 
have  got  a  large  number  of  sub-treasuries,  about 
1,500,  and  the  land  revenue  mostly  comes  in,  in 
the  first  instance,  in  those  sub-treasuries.  A  good 
portion  of  the  land  revenue  comes  in  in  Mai-ch,  so  that 
there  may  not  be  time  to  bring  in  aU  these  i-evenue 
collections  at  the  district  treasuries  by  the  end  of 
the  month,  and  the  minimum  balance  in  the  district 
treasuries  on  March  31  must  necessaiily  be  higher  than 
4i  millions. 

4510.  I  understand  aU  that,  but  I  accept  your 
version,  that  so  long  as  the  Government  of  India  have 
8  millions  in  the  treasuries  they  have  a  fair  amount  of 
working  margia  for  contingencies,  because  the  absolute 
minimum  is  54  millions.  I  accept  your  version  as 
regards  all  these  difficulties,  and  so  on,  but  you  require 
8  millions  in  the  treasiiries  always  to  keep  a  fair 
working  mai-gin  ? — I  do  not  see  how  that  follows.  We 
want  8  millions  in  December. 

4511.  Five-and-a-half  millions  is  the  minimum  which 
you  l-eqiiire,  and  8  millions  would  leave  a  working  mar- 
gin ;  8  millions  you  will  always  have  ia  the  treasuries, 
there  is  no  doubt  of  that.  That  wiU  leave  a  little 
working  margin,  but  when  there  is  12  millions  there 
would  be  4  millions  in  excess,  do  you  agree  with  that  ? 

Yes.     But  that  12  millions  is  required  at  a  particular 

date,  and  the  8  millions  at  a  different  date. 

4512.  Quite  right,  but  I  am  speaking  of  that 
particular  date  when  you  have  more  than  8  milhons. 
That  is  a  surplus  which  the  Govei-nment  at  that  time 
does  not  require,  except  in  case  of  extreme  con- 
tingencies ?— I  am  not  even  prepared  to  say  that, 
because  what  actually  happens  is  this  :  The  Secretary 
of  State's  di-awings  are  heaviest  between  December 
and  March,  and,  even  if  we  restrict  our  remittances  to 
the  amount  required  to  finance  the  home  Treasury,  his 


di-awings  will  still  be  heaviest  at  that  peiiod,  so  that 
towards  the  end  of  the  year  we  really  want  a  higher 
balance  in  India. 

4513.  Nevermind.  I  accept  your  version,  as  I  said. 
Ton  give  us  a  version  that  54  millions  is  the  minimum, 
and  8  millions  would  leave  a  little  margin  for  small 
contingencies,  in  order  to  keep  money  easy  ? — Anything 
over  that  would  be  a  surplus  for  the  time. 

4514.  (Mr.  Gillan.)  May  I  explain  one  thing, 
Mr.  Chairman  ?  I  think  what  the  witness  means  is 
that  these  8  millions  is  the  balance  that  is  required 
about  December  with  reference  to  the  conditions  of 
December,  but  that  perhaps  a  slightly  higher  working 
balance  would  be  required,  say,  in  March,  because  of 
the  different  conditions'  of  March.  (To  the  witness.) 
Is  that  what  you  mean  ? — A  slightly  higher  balance. 
That  is  exactly  so. 

4515.  (Sir  Shapurji  Broacha.)  You  say  slightly 
higher.  It  is  8  millions  and  124  or  12  millions,  which 
is  50  per  cent,  higher,  that  is  not  slightly  higher  P — 
That  may  be  so. 

4516.  For  instance,  if  you  have  12  millions  you 
can  certainly  easily  lend  for  the  pui-pose  of  ti-ade 
2  millions  ? — The  point  is  this  :  We  could  in  fact 
possibly  lend  temporarily  if  the  trade  would  promise 
to  pay  it  back  to  us  say  in  the  next  month  or  so. 

4517.  There  is  no  doubt  of  the  trade  promising  to 
pay  back  at  the  time  when  the  loan  terminates,  there 
is  no  doubt  of  that;  that  contingency  you  need  not 
calculate  upon.  If  Government  promises  that  2  millions 
taken  in  January  would  be  repaid  in  April  certainly 
the  Indian  market  is  such  that  the  Presidency  banks 
would  be  able  to  pay  with  absolute  certainty,  you  can 
take  that,  and  on  that  contingency  I  think  the  money 
could  be  lent  ? — Yes ;  in  fact  I  have  already  said  there 
would  be  no  practical  difficulty  on  the  part  of  the 
Government  of  India  in  lending  the  money. 

4518.  You  have  referred  to  what  the  Government 
would  risk  by  lending  the  money.  I  think  prosperity 
of  trade  means  prosperity  of  revenue  ? — Did  I  say  the 
Government  would  get  any  advantage  ?  What  I  have 
said  is  this,  that  the  Government  would  lay  itself  |toen 
to  certain  risks,  and  the  Government  ought  to  avoid 
those  risks  as  far  as  possible.  I  think  that  is  all  I 
said. 

4519.  But  if  the  Government  has  not  helped  the 
trade  up  to  now  the  Government  would  be  working  on 
the  wrong  policy  ? — I  do  not  think  it  is  a  fact  that 
they  have  deliberately  not  helped  trade. 

4520.  Never  mind,  I  do  not  say  that  they  did  it 
deliberately,  but  that  was  their  judgment,  and  it  was 
a  wrong  judgment.  What  do  you  mean  by  saying 
that  the  Secretary  of  State  sells,  or  keeps  selling. 
Council  bills  for  the  settlement  of  trade  until  the 
balances  are  exhausted?  You  said  that.  I  think 
the  Secretary  of  State  has  nothing  to  do  with  the 
settling  of  the  balance  of  trade,  except  to  get  money 
which  he  wants  here  ? — I  am  not  sure  that  I  used  the 
exact  expression.  What  I  think  I  said  was  this,  that 
it  is  the  practice  of  the  Secretary  of  State  to  sell  bills 
and  transfers  in  excess  of  what  he  actually  requires  to 
finance  the  home  Treasury,  and  that  he  does  so  to  meet 
the  demand  on  the  part  of  banks  for  remittances  to 
India.  It  is  not  the  function  of  the  Secretary  of 
State  to  do  so,  but  then  it  is  beneficial  both  to  the 
Government  and  trade,  and  for  that  reason  he  does  it. 

4521.  These  300  district  treasuries  often  have  sur- 
plus money  which  they  can  always  transfer  from  one 
treasury  to  the  other ;  sometimes  one  treasury  has  got 
more  money  than  it  requires,  and  they  may  have  to 
meet  demands  at  some  other  place,  for  instance,  Bom- 
bay, and  Bombay  wants  a  transfer.  Of  com-se,  the 
Government  does  that  transfer  ? — It  is  often  done. 

4522.  So  these  300  district  treasuries  give  facilities 
for  trade  by  giving  transfers  ? — Yes,  quite  so. 

4523.  Are  there  not  800  sub-treasui-ies  ? — I  could 
not  give  you  the  exact  figm-e,  but  I  should  think  there 
are  nearer  1,500  than  800. 

4524.  And  they  do  the  sort  of  business  which  a 
branch  of  a  bank  would  do  where  there  is  no  branch  of 
a  bank — transfer  money  from  one  place  to  another  ? 
— Some  of  the  branches  have  got  agencies  where  they 
have  not  got  branches. 
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4525.  That  is  what  I  said,  and  these  hranches  are 
allowed  to  use  the  minimum  balance  which  they  have 
agi-eed  between  them,  the  Presidency  banks  and  the 
Government ;  they  are  allowed  to  make  what  use  they 
like  of  the  minimum  balance  ? — Tes,  they  can. 

452(1  What  is  the  total  Government  balances  in 
these  bi-anches  ? — I  suppose  we  have  every  week  a 
statement  of  the  Government  balances  which  there  are 
in  the  branches  ? — I  could  give  you  the  figures.  I 
have  the  figures,  and  I  could  give  them  if  they  are 
required. 

4527.  They  would  appear  in  their  statement  every 
week  ? — I  do  not  know. 

4528.  They  do  appear  ? — In  the  statement  published 
by  the  bank  ? 

4529.  They  estimate  the  Government  balances,  so 
much  in  the  Presidency  towns  and  so  much  in  the 
bi-anches  ? — Tes,  the  figures  are  given  in  the  statements 
published  by  the  banks  themselves. 

4530.  For  instance,  at  the  end  of  September  we 
know  the  conditions  of  the  monsoon,  and,  except  for 
the  small  wbiter  crop,  we  know  the  condition  of  the 
crop  to  be  exported.  The  condition  of  the  different 
crops — jute,  rice,  indigo,  and  all  those  crops — is  known 
at  the  end  of  September ;  at  least,  we  know  the 
condition  of  the  monsoon  at  the  end  of  September  ? — 
We  know  at  least  the  effect  of  the  principal  monsoon. 

4531.  I  am  talking  of  the  principal  monsoon.  Up 
to  September  the  monsoon  thi-oughout  the  whole 
country  is  known  ? — Yes. 

4532.  And  if  you  are  framing  yo\u-  Budget  in  June 
to  the  end  of  September  you  know  the  condition  of  the 
railway  earnings,  you  know  the  condition  of  the  jute, 
cotton,  and  rice  crops  ;  all  those  conditions  are  known 
to  you  ? — Tes. 

4533.  The  wheat  crop  is  not  absolutely  dependent 
on  rains  ;  for  instance,  in  Gujerat  you  do  not  want  rain 
at  all ;  the  dew  does  the  business.  The  dew,  of  course, 
helps  in  growing  the  wheat  in  Gujerat? — Tes,  but  then 
in  some  parts  of  the  country 

4534.  I  know  that  is  not  so  in  several  provinces,  in 
thejETnited  Provinces  and  in  the  Punjab,  but  then,  of 
course,  there  to  a  good  extent  the  canals  help  the 
wheat  crop  ? — That  is  so  in  irrigated  areas. 

4535.  So  that  at  the  end  of  September,  except  for 
a  very  small  amount  of  the  quantity  to  be  exported, 
everjrthing  would  be  knovm  ? — That  is  so. 

4536.  Then  if  they  were  to  make  their  Budget  from 
October  1  they  could  forecast  the  character  of  the 
whole  of  the  year  and  commence  again  next  October, 
because  on  October  1  they  will  know  what  the  next 
year  will  be  like.  Do  you  think  in  that  month  the 
heat  would  prevent  the  Government  knowing  these 
things  ? — The  Budget  would  have  to  be  prepared  some 
time  in  July  or  August,  but  the  heat  would  not  affect 
in  any  way  the  Government  of  India,  or  any  local 
government. 

4537.  Of  course,  the  loans  could-  be  raised  in  the 
monsoon,  independent  of  public  works  ? — Tes,  but 
there  is  one  difSculty.  The  Government  would  have 
no  idea  at  that  time  of  the  trade  conditions.  The  busy 
season  would  be  from  December  to  February  or  March, 
and  the  present  advantage  is  that  the  Government  has 
definite  information  as  to  how  the  trade  conditions  in 
the  busy  season  are  going  to  turn  out.  If  the  financial 
year  is  changed  as  proposed,  it  will  certainly  have  to 
budget  for  normal  trade  conditions. 

4538.  I  beg  your  pardon.  At  the  end  of  September 
we  make  up  our  mind  what  the  export  crop  wUl  be, 
and  I  think  if  we  can  judge,  the  Government  can  judge 
with  equal  certainty? — ^Is  the  produce  an  absolute 
index  to  the  trade  ?  Does  it  not  depend  upon  the 
demand  from  other  countries  for  the  export  of  the 
produce  ?  I  doubt  if  they  would  be  able  to  make  a  fair 
estimate  of,  say,  the  cotton  movements  at  any  time  in 
July  and  August. 

4539.  In  July  and  August  you  cannot,  because  if 
the  September  rain  fails  half  the  crop  perishes  ? Tes. 

4540.  At  the  end  of  September  you  are  ceitain  of 
the  rain  ;  you  do  not  want  any  more  imtil  November 
or  December? — Yes,  but  then  you  would  have  to  frame 
your- Estimates  somewhere  in  August,  even  if  the  year 
opens  on  October  1.  - 


4541.  Tes,  but  the  progress  of  the  monsoon  goes  on 
with  the  progress  of  the  Budget-making,  and  if  odda 
and  ends  are  to  be  put  in  you  can  put  them  in  at  the 
end  of  September  or  the  middle  of  September  ?— I  am 
not  sure  of  that.  If  the  financial  year  is  to  begin  on 
October  1  the  Budget  must  be  settled  in  September. 

4542.  I  suppose  your  Budget  makes  provision  for 
the  normal  growth  even  on  the  last  season's  revenue  ? 
— Tes,  it  does. 

4543.  Of  course,  you  cannot  provide  for  the  failure 
of  the  monsoon  or  for  the  failure  of  other  things,  and 
you  cannot  calculate  to  a  certainty  the  coming  raUVay ' 
revenue  of  the  year  of  the  coming  land  revenue  of  the 
year  in  January  or  February  ? — That  is  correct. 

4544.  How  do  you  make  your  calculations  for  the 
pm-chase  of  silver  ?  For  instance,  you  have  19  crores 
of  silver  now,  and  say  at  the  end  of  August  or 
September  you  are  assured  of  your  monsoon,  how  much 
silver  do  you  think  you  ought  to  have  for  the  busy 
season  ? — ^I  think  we  have  laid  down  that  we  want 
18  crores  to  start  with  at  the  beginning  of  the  busy 
season. 

4545.  {Mr.  Gillan.)  24  crores,  is  it  not  ? — Tes ; 
there  is  the  margin  of  6  crores  in  the  Gold  Standard 
B,eserve.  By  18  crores  I  meant  the  stock  in  the 
Currency  Reserve. 

4546.  {Sir  Shapurji  Broacha.)  And  you  would  have 
those  18  crores  in  the  Currency  Reserve  during  the 
busy  season  ? — Tes. 

4547.  If  it  falls,  you  have  to  buy  ? — Quite  so. 

4548.  {Sir  James  Begbie.)  When  a  change  of 
taxation  is  contemplated  when  you  are  preparing  your 
Budget,  is  it  a  matter  of  discussion  between  the 
Government' of  India  and  the  Secretary  of  State? — 
Tes,  all  changes  of  taxation  require  the  sanction  of  the 
Secretary  of  State. 

4549.  Is  it  the  procedure  that  the  Government  of 
India  submits  proposals  to  the  Secretaiy  of  State  i* — 
Tes,  quite  so. 

4550.  The  Secretary  of  State  does  not  suggest  any 
alterations  himself? — On  occasion  he  has  done  that, 
but  generally  with  reference  to  the  proposals  of  the 
Government  of  India.  When  the  proposals  of  the 
Govei-nment  of  India  come  to  him  it  is  quite  open  to 
him  to  say :  "  Ton  have  got  this  amount  of  available 
"  revenue  surplus  to  dispose  of.  Instead  of  disposing 
"  of  it  in  the  way  you  propose,  please  consider  whether 
"  you  should  not  adopt  these  other  alternative 
"  methods."  Thus,  for  example,  supposing  the 
Government  of  India  proposed  to  reduce  the  Customs 
tariff  so  as  to  reduce  then-  available  surplus  it  would 
be  quite  open  to  the  Secretary  of  State  to  say :  "  I  do  not 
"  agree  with  you  about  this  particular  mattei-.  Please 
"  consider  whether  it  would  not  be  better  to  reduce 
'•  the  Salt  duty,  and  not  the  Customs  duty." 

4551.  The  Secretaiy  of  State  does  not  propose  any 
alteration  off  his  own  bat?— No,  it  is  not  usual  for 
hmi  to  do  so.  He  has  not  got  the  necessary  infoima- 
tion  before  him. 

4552.  In  the  Budget  Estimate  for  1910-1  the 
amount  of  Council  bills  to  be  sold  was  put  down  as 
154  millions.  Did  that  sum  include  any  provision  for 
capital  expenditure  ?— Tes.  What  actually  happens 
as  I  explamed  yesterday,  is  this :  The  Government  of 
India,  m  consultation  with  the  Secretaiy  of  State,  finds 
out  how  much  money  will  be  available  for  capital 
expenditure.  Now  that  money  may  be  obtained  either 
from  the  revenue  surplus  or  from  loans. 

4563.  Loans  in  India  ?  —  Loans  in  India  or  in 
England.  After  the  amount  of  the  loans  has  been 
settled  we  settle  the  amount  of  the  remittances  from 
India  to  England.  The  Secretary  of  State  estimates 
that  he  has  got  a  certain  amount  of  revenue  expendi- 
ture to  meet  in  England  and  that  he  has  also  got  to 
meet  a  certam  amount  of  capital  expenditure.  He 
then  tells  the  Government  of  India:  "  To  meet  these 
'•  disbursements  I  win  raise  a  certain  amount  by  means 
"  of  loans  in  England;  I  have  got  a  certain  amount  of 
"  surplus  balance  which  will  be  used  for  that  pcu-pose 
"  also,  but  there  remains  this  difference  of  15  millwns 
"  or  whatever  it  may  be.     Ton  will  have  to  send  that 
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"  sum  from  India  by  means  of  Council  bills,  or,  if 
"  Council  bills  fail,  by  actual  remittances  in  gold." 
So  that  tbe  15 1  millions  to  which  you  are  referring 
was  intended  to  cover  all  the  payments  at  the  home 
Treasury,  both  revenue  and  capital,  in  that  particular 
year. 

4554.  Can  you  say  how  much  capital  was  included 
in  that  sum? — I  could  give  the  amount  of  capital 
expenditure  in  England  in  that  particular  year  and 
the  amount  of  capital  receipts,  but  it  would  be  impos- 
sible to  say  how  much  of  this  15§  millions  was  actually 
earmarked  for  capital  payments  in  England. 

4555.  It  is  not  earmarked  in  advance  ? — No,  there 
is  no  earmarking. 

4556.  In  the  case  of  the  cuiTent  year  the  amoimt 
put  down  for  Council  bills  is  about  21,650,0002.  Can 
you  say  how  much  of  that  is  iutended  for  capital 
expenditure  P — As  I  have  already  said,  there  is  no  ear- 
mai-king  as  regards  the  Council  bills  or  the  remittances, 
but  you  can  have  a  good  idea  of  what  portion  of  these 
Council  bills  is  required  for  capital  payments  in  England 
by  working  out  the  net  capital  expenditure  in  England 
in  the  year. 

4557.  You  have  told  us  about  the  advice  that  is 
sent  every  month,  I  think  it  is,  to  the  Secretary  of 
State,  stating  how  much  balance  he  may  draw  against  ? 
-. — Quite  so. 

.  4558.  Does  that  mean  that  the  whole  of  the  surplus 
b&,lances  for  the  time  being  are  specially  held  to  meet 
CouncU  bills  ? — Tes,  they  are  placed  at  his  disposal. 

4559.  (Mr.  Gillan.)  I  think  some  of  the  evidence 
you  gave  suggested  that  there  was  a  great  difficulty 
about  increasing  the  number  of  branches  of  Presidency 
banks  without  Government  assistance  ? — Tes,  I  think 
that  has  been  the  experience  in  recent  years. 

4560.  Do  you  know  of  any  branch  that  has  been 
started  without  Government  assistance  ? — I  do  not 
think  I  could  reply  to  that  question  definitely. 

4561.  Is  it  within  your  knowledge  that  the  Bank 
of  Madras  have,  as  a  matter  of  fact,  started  a  number 
of  what  they  call  sub-agencies  P — Yes,  they  have 
done  so. 

4562.  And  in  their  case  no  Government  assistance 
was  given,  I  think  ? — No. 

4563.  In  reply  to  the  Chairman  yesterday  on  the 
question  of  lending  money  from  Government  balances 
in  India,  you  mentioned  certain  objections.  One  was, 
I  think,  that  money  for  which  the  Government  might 
have  a  sudden  demand  would  be  locked  up  ? — Yes. 

4564.  That  objection  would  not  apply  veiy  strongly, 
would  it,  to  money  which  was  lent  out,  say,  in  January 
or  February  and  was  repayable  by  April?  What  I 
mean  is  that  in  that  period  there  is  no  sudden  demand 
Mkely  to  come  on  the  Government  through  any 
seasonal  calamity  ? — No  ;  but  then  there  may  be  other 
calamities  apart  from  seasonal  ones. 

4565;  Will  you  mention  them  ?— There  may  be 
a  big  operation  on  the  frontier,  or  a  big  war. 

4566.  But  the  probability,  we  will  say,  of  a  sudden 
demand  on  the  Govemment  is  less  at  that  time  of  the 
year  ? — That  is  so. 

4567.  They  can  see  their  way  more  clearly  at  that 
period  ? — Yes,  that  is  so. 

4568.  Another  objection  which  you  mentioned  was 
in  connection  with  Coimcil  bills  ? — Yes. 

4569.  You  mentioned  that  it  might  reduce  the 
amount  available  for  Council  biUs  ?— That  is  so.  That 
is  the  view  which  has  been  put  forward  at  times. 

4570.  1  think  that  is  another  point.  For  the  time 
being  it  would  actually  reduce  the  amount  available 
for  Council  bills  ?— Yes. 

4571.  Then,  when  the  Secretary  of  State  has  di-awn 
all  that  he  wants  to  draw,  there  is  normally  an  amount 
left  in  our  balance  over  and  above  the  mmmium 
working  balance  at  that  time  of  the  year,  is  there 
not  ? — Yes,  quite  so. 

4572.  Which  would  be  available  for  loans  ?— Yes. 
4573    As  recai-ds  the  amount  of  Council  bills  sold 

altogether,  or  the  price  at  which  they  would  be  sold, 
Your  view  I  take  it,  is  that  there  would  be  a  reduction 
m  the  busy  season  and  an  addition  in  the  slack  season  ? 
— Yes,  that  is  so. 


4574.  If  the  result  was  slightly  to  reduce  the  price 
obtained  in  the  busy  season  ought  there  not  to  be  a' 
corresponding  betterment  in  the  price  in  the  slack 
season  ? — Yes,  probably  that  is  so ;  but  on  the  whole 
there  is  likely  to  be  a  reduction  in  the  average. 

4575.  That  is  what  I  wanted  to  get  at.  How  do 
you  work  that  out  ? — Because  in  the  busy  season, 
when  there  is  a  stringency  of  money  in  India,  they 
take  a  larger  amount  of  telegraphic  transfers.  If  we 
ofEered  loans  from  Govemment  balances,  when  the 
time  came  for  repayment  they  would  import  money 
into  India  by  means  of  bills,  and  as  the  rate  for  the 
bills  is  naturally  lower  than  the  rate  of  transfers,  there 
is  thus  a  probability  of  the  average  rate  for  the  year 
being  lower. 

4576.  {Sir  James  Beghie.)  But  the  bank  wiU  be 
paying  interest  on  the  loans  in  the  meantime  ? — Tes  ; 
I  think  I  mentioned  that  yesterday. 

4577.  [Mr.  Gillan.)  So  that  this  effect  would  result 
from  the  substitution  of  bills  for  telegraphic  transfers ; 
that  is  what  you  mean  ? — Yes. 

4578.  [Mr.  Gladstone.)  And  that  would  mean  a 
difference  of  -j--^  in  the  rupee  in  exchange  ? — Yes,  that 
is  the  usual  difference. 

4579.  {Mr.  Gillan.)  As  regards  the  pi'evious 
attitude  of  the  Government  upon  the  question  of 
loans,  it  is  the  case,  is  it  not,  that  in  1899  the  Govem- 
ment of  India  did  propose  that  loans  should  be  given 
as  a  matter  of  system  ? — Yes  ;  I  think  they  made  that 
proposal. 

4580.  And  that  proposal  was  negatived,  as  a 
matter  of  fact,  by  the  Secretary  of  State  on  the 
ground  that  it  would  interfere  with  his  Council  bill 
operations  ? — Quite  so. 

4581.  But  it  is  also  the  case,  is  it  not,  that  at  that 
time  the  Government  seem  to  have  been  thinking 
rather  of  an  all-the-year-round  loan,  a  more  or  less 
permanent  loan  P — ^I  am  not  sure  of  that.  No  ;  I  do 
not  think  it  is  correct.  My  recollection  is  that  they 
distinctly  stated  that  the  loan  would  be  given  for 
three  months ;  that  was  to  be  the  maximum  period  of 
the  temporary  loan. 

4582.  {Sir  James  Beghie.)  When  was  that  ? — ^That 
was  1899, 1  think. 

4583.  (Mr.  Gillan.)  I  am  not  sure  if  I  am  right 
in  thinking  that  you  said  yesterday  that  you  would 
prefer  loans  to  be  given  from  currency  P — I  did  not 
exactly  say  loans,  but  I  said  that  the  assistance  to 
trade  should  be  given  from  currency. 

4584.  You  would  prefer  that  method  P — Quite  so. 

4585.  But  even  if  you  were  to  give  assistance  from 
the  Currency  Reserve  that  does  not  dispose  of  this  ques- 
tion of  how  you  are  to  deal  with  the  temporary  surplus 
that  you  have  in  your  Treasury  balance  from  January 
to  April,  does  it  ? — No,  of  course  it  does  not. 

4586.  Wehave  still  to  consider  that  question,  have  we 
not? — Yes.  In  connection  with  this  I  think  I  may 
mention  one  incident  that  I  came  across  yesterday.  It 
is  possible,  after  all,  that  there  may  not  be  any  demand 
from  the  banks  for  loans  from  Govemment  balances  in 
India.  An  instance,  which  goes  to  support  this  view, 
took  place,  I  think,  in  1907.  The  local  branches  of 
the  Exchange  banks  approached  the  Govemment  of 
India  for  loans  from  the  balances  in  India,  but  the 
head  offices  of  these  banks  said  that  they  preferred 
using  Council  bills  to  taking  such  loans. 

4587.  There  is  one  point  I  wanted  to  ask  you  with 
regard  to  the  amount  that  is  left  with  the  Presidency 
banks.  You  said  that  the  practice  of  the  Govemment 
of  India  is  to  withdraw  money  from  them  when  our 
balance  with  them  exceeds  a  certain  sum  ? — That  is  the 
ordinary  practice. 

4588.  But  it  is  recognised,  is  it  not,  that  the  banks 
may  retain  even  a  surplus  above  that  sum  on  payment 
of  interest  ? — Quite  so,  yes. 

4589.  That  is  recognised? — Yes,  that  is  recognised. 

4590.  Have  you  ever  known  it  to  be  done  P — ^I  know 
of  no  case  in  which  actual  interest  has  been  charged, 
but  I  know  of  cases  where  a  higher  balance  than  the 
ordinary  maximum  has  been  left  at  a  Presidency 
bank. 

4591.  That  is  so,  but  has  a  Presidency  bank  ever 
said  to  us  when  we  were  on  the  point  of  withdrawine 
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oxu  money,  "  Do  not  do  it ;  leave  it  with  us  and  let  us 
■'  pay  interest "  ? — No,  never. 

4592.  You  never  knew  them  do  that? — Not  in 
recent  years,  no. 

4593.  {Sir  James  Beghie.)  Has  that  intention  of  the 
Government  been  intimat-ed  to  the  Presidency  banks, 
that  they  wiU  leave  the  money  if  the  banks  will  pay 
interest  upon  it  ? — Yes,  I  think  they  know  it. 

4594.  {Mr.  Oillan.)  You  were  speaking  yesterday 
about  the  Government  of  India  advising  the  Secretary 
of  State  as  to  the  flotation  of  loans  at  home.  The  fact 
remains,  does  it  not,  that  generally  these  loans  are 
floated  at  a  period  of  the  year  when  it  wUl  be  very 
difficult  to  forecast  what  is  going  to  happen,  or  to  give 
the  Secretary  of  State  any  advice  on  the  point  ? — Yes, 
quite  so.  When  the  loans  are  floated  in  January  or 
February  there  would  be  no  use  in  giving  the  Secretary 
of  State  any  advice. 

4595.  Or  even  when  he  borrows  in  April  or  May  ? — 
As  I  mentioned  yesterday,  when  it  comes  to  a  question 
of  borrowing,  after  the  close  of  the  financial  year  the 

'  actual  state  of  the  cash  balance,  as  compared  with  the 
Budget  estimate,  will  help  to  some  extent  at  least  in 

•  deciding  whether  it  is  necessary  to  raise  a  loan,  or  the 
full  amount  of  the  loan  budgetted  for,  in  an  unfavour- 
able market. 

4596.  I  understand  that,  but  even  supposing  your 
opening  balance  has  turned  out  to  be  better  than  was 
put  down  in  the  Budget,  would  it  be  very  safe  at  that 
early  period  of  the  financial  year  to  base  your  action 
entirely  on  the  increase  in  your  opening  balance  with- 
out reference  to  the  possible  outcome  of  the  monsoon, 
for  instance  ? — Of  course,  if  there  is  anything  wi-ong 
with  the  monsoon  the  result  will  probably  be  the  issue 
of  a  much  larger  loan ;  but  in  a  case  of  that  sort  the 
India  Office  may  prefer  to  have  recourse  to  temporary 
loans. 

4597.  Then  I  think  the  Chairman  in  the  same  con- 
nection put  to  you  a  question  about  the  possibility  of 
increasing  the  loan  raised  in  India  in  the  course  of  the 
year  ? — Yes. 

4598.  During  the  year  ? — Yes. 

4599.  One  point  I  wish  to  put  to  you  in  that  con- 
nection is  this :  Is  it  not  the  case  that  when  the  Indian 
loan  has  been  announced  in  the  Budget  the  Presidency 
banks  and  all  the  people  conceraed  make  their 
arrangements  on  that  basis  ? — Yes,  that  is  so. 

4600.  With  a  view  to  that  particular  sum  being 
raised  about  July  or  August  ? — Quite  so. 

4601.  The  Government  of  India  have  generally 
considered  that  it  would  not  be  very  convenient  to  the 
banks  or  to  others  to  make  a  sudden  change  in  the 
amount  announced  ? — Yes,  that  is  so  ;  in  fact,  it  would 
affect  the  rate. 

4602.  And  they  probably  would  not  make  any 
change  unless  in  view  of  some  veiy  special  necessity  ? 
— Quite  so  ;  that  is  true. 

4603.  {Sir  Shapurji  Broacha.)  May  I  ask  one  ques- 
tion ?  The  Secretary  of  State  could  not  i-efuse  from 
April  to  December  to  sell  bills  at  a  lower  rate  than 
Is.  4d.  He  has  to  spend  money.  I  suppose  the  Secre- 
tary of  State  has  to  spend  half  the  amount  allotted  to 
him  between  April  and  December  or  April  and  Novem- 
ber ? — It  may  be  even  more  than  half. 

4604.  So  that  if  he  does  not  sell  biUs  at  the  market 
rate,  and  at  a  time  when  the  banks  could  not  make 
provision  for  their  export  season,  I  think  he  has  to 
sell  because  of  necessary  expenditure  here  at  less 
than  Is.  4(i.  r — Not  always  necessarily,  because  he 
has  got  some  reserve  under  his  control  upon  which  he 
can  fall  back  if  tha  exchange  is  really  unfavourable. 

4605.  By  "  unfavo\u-able "  I  do  not  mean  below 
the  gold  point;  I  mean  if  it  is  stiU  at  the  gold  point; 
and  the  gold  point  is  not  Is.  4d. ;  it  may  be  some- 
times Is.  3J|d.,  or  it  may  be  sometimes  Is.  3|ii., 
and  so  on  ? — Yes. 

4606.  So  the  Secretary  of  State,  in  order  to  provide 
for  his  requirements,  has  to  sell  between  April  and 
December,  or  October  or  November,  what  he  requires  P 
— Quite  so. 

4607.  And  suppoiing  he  sticks  out  for  Is.  4Jg^  or 
Is.  4^(i.,  or  even  Is.  4d.,  and  the  monsoon  does  not  turn 
out  well,  he  may  be  left  in  the  lurch  ? — Quite  so. 


4608.  So  as  business  people  you  have  to  provide  as 
you  go  on  ? — Yes. 

4609.  And  the  Secretaiy  of  State  is  not  wrong  m 
selling  for  his  requirements  now  at  Is.  3f|d.  or  Is.  3f-Jd.  ? 
—No. 

4610.  So  those  who  criticise  the  Secretary  of 
State's  action  do  not  take  into  consideration  his 
requirements ." — Criticise  in  what  respect  ^ 

4611.  Have  you  read  Mr.  Webb's  book  ?  He  hiys 
down  laws  ? — I  know. 

4612.  It  would  not  be  so  if  the  Secretary  of  State 
were  allowed  to  draw  in  anticipation  of  one  year's 
requii-ements ;  then  he  could  wait  ? — Yes,  quite  so. 

4613.  If  he  fails  in  getting  Jus  rate  he  has  stiU 
money  in  hand .' — Yes. 

4614.  You  said  that  the  Secretary  of  State  did  not 
want  to  lend  in  India  because  it  would  interfere  with 
his  exchange  operations  ? — Quite  so. 

4615.  Of  course,  I  need  not  ask  you :  the  Secretary 
of  State  was  wrong  in  that  one  thing ;  the  banks  bring 
out  money  iu  India  immediately  to  pay  for  their 
export  biUs,  and  it  would  make  no  difference  whether 
the  money  is  at  2  per  cent,  or  6  per  cent,  in  India 
except  for  a  very  small  amount ;  but,  of  course,  that 
is  a  matter  for  discussion  ? — Yes. 

4616.  (Lord  Kilbracken.)  I  think  you  said  that  the 
India  Office  was  supplied  with  financial  statistics  from 
time  to  time  by  the  Government  of  India  as  the 
financial  year  went  on,  but  that  the  India  Office  did 
not  invite  and  did  not  receive  the  comments  of'  the 
Government  of  India  on  those  statistics  ? — What  I 
exactly  said  was  that  the  India  Office  never  asked  for 
any  comments. 

4617.  And  did  not  you  say  or  imply  that  they  were 
not  volunteered  by  the  Goverament  of  India  ? — Exactly 
so,  quite. 

4618.  You  expressed  the  opinion  that  it  would  be 
advantageous  if  such  comments  were  asked  for  and 
supplied  ? — Quite  so. 

4619.  But  I  suppose  we  may  assume  that  if  the 
Government  of  India  thought  it  advisable  to  comment 
on  those  statistics  it  would  do  so  ^vithout  hesitation, 
and  would  not  wait  to  be  invited  ? — The  point  is  that 
it  is  well  understood  that  so  far  as  the  loan  operations 
in  England  go  the  Secretary  of  State  is  the  final  autho- 
rity, and  no  advice  on  the  part  of  the  Government  of 
India  is  required. 

4620.  What  do  you  mean  Ly  "is  i-equired"? — is 
invited  ? — Yes,  that  is  so. 

4621.  You  mean  it  is  not  asked  for  ? — Quite  so. 

4622.  But  you  do  not  mean  that  it  is  not  i-equired 
in  the  sense  of  not  being  advantageous? — It  is  a 
matter  wholly  for  the  decision  of  the  Secretaiy  of  State. 
The  Secretaiy  of  State  has  never  asked  the  Government 
of  India  for  any  advice  in  the  matter,  E„nd  the  Govern- 
ment of  India  natiu-aUy  has  not  considered  it  proper  to 
give  him  advice  of  its  own  motion. 

4623.  I  should  have  thought  if  the  Government  of 
ludia  had  an  opinion  they  would  volunteer  it.  I  take 
it  you  are  refeiTing  exclusively  to  official  con-es- 
pondenee  ? — Yes,  that  is  so. 

4624.  You  are  aware,  no  doubt,  that  there  is  a  very 
full  and  free  exchange  of  opinion  and  of  views  between 
the  India  Office  and  the  Government  of  India  by  means 
of  private  and  semi-private  lettei-s  and  telegrams  ? — 
Yes,  quite  so. 

4625.  Do  you  think  that  as  a  matter  of  fa<;t  the 
Imda  Office  is  not  at  any  given  moment  fuUy  informed 
as  to  the  views  of  the  Government  of  India  on  the 
financial  situation  from  week  to  week  ? — No,  I  do  not 
think  there  is  any  such  definite  practice. 

4626.  You  do  not  think  that  they  are  informed  ?— 
My  impression  is  that  the  India  Office  are  not  actually 
mfoi-med  about  the  financial  position  fi-om  week  to 
week. 

4627.  You  think  that  they  are  not  sufficiently 
informed  by  means  of  official  correspondence,  with  the 
addition  of  the  private  and  semi-private  correspondence 
which  is,  as  we  all  know,  always  going  on.* — No,  I  do 
not  think  any  advice  or  any  definite  information  is 
furnished  regularly  from  we^k  to  week  by  means  of 
this  private  correspondence. 
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4628.  You  ar^  not  aware  of  it,  at  any  rate  ? — 
Quite  so. 

4629.  Tovi  said  also  that  the  Secretary  of  State  does 
not  take  the  initiative  in  questions  of  taxation.  You 
mean  that  he  does  not  do  it  in  an  official  despatch  or 
telegram  ? — Quite  so. 

4630.  But,  as  the  Secretary  of  State  is  in  constant 
correspondence  privately  with  the  Government  of  India 
is  it  not  impossible  to  say,  as  regards  any  given 
proposal,  whether  it  really  originated  in  this  country 
or  in  India? — Quite  so.  Of  course,  it  would  be  im- 
possible for  me  to  say  whether  it  is  usual  for  the 
Secretary  of  State  to  write  privately  to  the  Viceroy 
asking  Mm.  to  consider  a  particular  proposal. 

4631.  (Chairman.)  I  want  to  know  now  about  the 
paper  currency  system  aid  reserves.  In  the  first 
place,  as  regards  the  paper  currency  system,  it  is 
rather  a  rigid  system  at  present,  is  it  not  ? — Yes,  it  is. 

4632.  Do  you  think  it  would  be  desirable  at  this 
stage  to  make  it  more  elastic  ? — I  think  an  experiment 
might  very  well  be  tried. 

4633.  Do  you  think  it  would  be  safe  now  to 
increase  the  fiduciary  portion  of  the  issues  ? — Yes,  that 
could  be  done  now  without  any  inconvenience. 

4634.  Is  there  any  figure  in  your  mind  by  which 
you  would  think  it  safe  to  increase  the  fiduciary 
portion  ? — No,  I  have  not  got  any  particular  figure  in 
my  mind. 

4635.  I  mean  the  percentage  of  the  whole  ? — I  do 
not  think  there  would  be  any  difficulty  if  we  kept 
about  one-third  of  the  net  circulation  in  securities. 

4636.  What  would  you  say  to  the  suggestion  that  a 
part  of  that  fiduciary  portion  of  the  reserve,  instead  o£ 
beiag  placed  in  what  we  ordinarily  mean  by  securities, 
should  be  used  for  assistance  to  trade  ? — I  think  that 
could  very  well  be  done.  In  fact,  that  was  what  I  was 
coming  to  yesterday,  viz.,  that,  instead  of  making  any 
regular  arrangement  of  lending  money  to  banks  at 
times  of  stringency,  we  might  have  a  more  elastic  paper 
currency. 

4637.  I  think  you  did  speak  yesterday,  and  again 
to-day,  of  giving  assistance  to  trade,  if  assistance  was 
to  be  given,  from  paper  currency  rather  than  from  the 
balances  ? — Yes. 

4638.  Was  that  what  you  had  in  your  mind  when 
you  so  spoke  ? — Quite  so. 

4639.  As  regards  the  Gold  Standard  Reserve,  am  I 
coiTCct  in  saying  that  that  exists  solely  for  the  support 
of  exchange,  or  has  it  other  objects  ? — That  is  its  main 
function.  It  has  also  been  held  that,  apart  from  its 
function  of  supporting  exchange  in  times  of  difficulty, 
there  is  the  other  function  of  supplying  rupees  in 
exchange  for  gold  when  there  is  an  abnormal  demand 
for  rupees. 

4640.  You  regard  it  as  part  of  the  object  of  the 
Gold  Standard  Reserve  to  supply,  not  gold  to  India,  but 
rupees  to  India  ? — Yes,  in  times  of  stringency,  quite  so. 

4641.  Would  not  thwt  rather  be  the  part  played  by 
the  Currency  Reserve  ? — Yes,  that  is  the  part  which 
the  Currency  Reser\'e  ordinarily  plays,  but  in  time  of 
stringency,  when  the  Currency  Reserve  may  fail  i  to 
satisfy  the  purpose,  it  is  necessary  to  have  some  sort 
of  special  reserve,  and  it  has  always  been  held  that  it 
is  the  function  of  the  Gold  Standard  Reserve  to  supply 
that  special  reserve. 

4642.  How  does  the  Gold  Standard  Reserve  supply 
that  need  ? — We  have  what  we  call  the  rupee  portion 
of  the  reserve  in  India,  where  we  hold  about  four 
millions  sterling,  and  in  times  of  abnormal  demand  for 
rupees' we  have  indented  vipon  this  reserve. 

4643-  Then  the  rupee  portion  of  the  Gold  Standard 
Reserve  which  is  kept  in  India  exists  merely  for  that 
pui-pose  ? — Quite  so. 

4644.  I  think  that  is  a  departui-e  from  the 
recommendations  of  the  Fowler  Committee  ?— Yes. 

4645.  In  their  recommendations  it  was  contemplated 
that  the  Gold  Standard  Reserve  should  have  no  object 
except  to  maintain  the  exhange? — Yes,  but  then 
I  think  it  follows  as  a  consequence  of  that  recom- 
mendation, that  if  there  is  a  shortage  of  rupees  in 
India  the  result  will  be  that  exchange  cannot  be  main- 
tained at  the  standard  particular  rate. 
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4646.  What  would  happen  if  there  was  a  shortage 
of  rupees  in  India  ? — Rupees  would  be  at  a  premium 
above  the  standard  rate. 

4647.  So  that  in  those  cases  you  are  using  the 
Gold  Standard  Reserve  not  to  maintain,  the  exchange 
value  of  the  rupee,  but  to  prevent  it  from  rising  too 
high  ? — That  is  so. 

4648.  {Mr.  Keynes.)  May  I  intemipt?  If  there 
was  a  shortage  of  rupees  would  it  not  be  necessary 
for  the  Government  to  withdraw  their  notification.'' 
At  present  there  is  a  notification  that  rupees  can 
be  obtained  in  exchange  for  sovereigns  ? — Yes. 

4649.  If  the  Government  had  no  more  rupees  left 
they  would  have  to  withdraw  that  notification,  would 
they  not  ? — Quite  so,  but  then  that  would  lead  to  a 
dislocation  of  trade  and  a  large  amount  of  trouble. 

4650.  I  mean  no  premium  could  result  unless  that 
notification  had  been  withdrawn  ? — That  is  quite  true, 
but  in  the  Mofussil  if  there  is  a  shortage  of  rupees 
the  result  wiU  be  that  there  wUl  be  a  premium  on  the 
rupees  in  circulation. 

4651.  (Chairman.)  Have  you  known  any  cases 
where  there  has  been  a  premium  on  the  rupee? — I 
have  known  of  oases  whei-e  there  has  been  very  great 
difficulty  owing  to  trade  not  getting  the  proper  amount 
of  rupees  that  it  required ;  in  fact,  that  is  exactly 
what  led  to  the  establishment  of  this  special  holding  of 
rapees  in  the  Gold  Standard  Reserve. 

4652.  Assuming  that  a  portion  of  the  Gold  Standard 
Reserve  is  to  be  devoted  to  that  pui-pose,  it  follows, 
I  think,  that  it  must  be  kept  in  silver  ? — Yes,  that 
is  so. 

4653.  And  that  the  proper  place  for  that  portion 
of  it  is  in  India  ? — Yes. 

4654.  Do  you  consider  that  the  proper  place  for 
the  rest  of  it  is  in  London  ? — Yes,  I  do. 

4655.  Will  you  teU.  me  very  briefly  why  you  say  that 
the  proper  place  is  London  ? — Because  the  function 
of  the  gold  portion  is  to  prevent  exchange  from 
falling  materially  below  the  standard  rate  of  16d. 
Now  if  exchange  falls  below  that  rate,  the  main  diffi- 
culty is  that  the  Secretary  of  State  will  not  be  able 
to  meet  his  sterling  obligations.  For  that  pui-pose  it 
is  essential  that  this  reserve  should  be  at  a  place  where 
it  could  be  readily  available  to  him  to  meet  these 
obligations. 

4656.  (Sir  Boheri  Chalmers.)  Not  only  his  obli- 
gations, biit  also  to  maintain  parity  for  trade  in 
general  ? — That  is  so.  In  fact  we  maintain  that  by 
selling  bills  in  India  on  London  in  exchange  for 
rupees. 

4657.  And  that  might  be  regarded  by  some  as 
even  more  important  than  the  transactions  of  the 
Secretary  of  State  ? — That  would  undoubtedly  be 
more  important  from  the  point  of  view  of  trade  itself. 

4658.  And  India  generally  ? — Yes. 

4659.  (Chairman.)  I  think  it  has  been  suggested  to 
us  by  some  vritness  that  one  purpose  of  the  Gold 
Standard  Reserve  ip  to  supply  gold  to  India.  Do  you 
agree  with  that  ? — Of  course,  at  times  of  stringency  the 
supply  of  gold  in  India  itseK  also  helps  to  maintain 
parity  of  exchange.  If,  for  example,  we  have  got  a 
portion  of  the  reserve  in  India  and  rupees  are  getting 
redundant,  so  far  as  the  standard  rate  of  exchange  is 
concerned,  then  if  we  issue  the  gold  freely  the  result  is 
that  it  partly  helps  to  raise  the  balance  of  trade  in 
favour  of  India,  because  the  gold  so  issued  may  either 
be  exported  from  the  country  or  it  may  tend  to  reduce 
the  import  of  gold  into  the  country ;  so  that  in  either 
way  it  helps  to  raise  the  balance  of  trade  in  favour  of 
India  and  it  thus  helps  to  improve  or  steady  the  rate 
of  exchange.  But  then  I  think  that  this  function  of 
supplying  gold  in  exchange  for  rupees  or  notes  should 
be  performed  by  the  gold  in  the  Currency  Reserve  so 
long  as  we  have  a  large  amount  of  gold  in  that  reserve 
in  India. 

4660.  Do  you  say  that  experience  shows  that  gold 
issued  to  India  in  times  of  exchange  difficulty  does 
support  the  exchange  ? — I  have  an  impression  that  it 
does  so ;  that  seems  also  to  be  the  natural  consequence. 

4661.  Take  the  case  of  1907-8.  I  think  about  four 
and  a  half  millions  additional  gold  were  issued,  if  I 
remember    rightly,  from    the    treasuries? — That    is 
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possible.  The  crisis  extended  over  portions  of  two 
financial  years.  My  recollection  is  that  in  one  of  these 
years  two  millions  were  issued.  Probably  the  remaining 
2^  millions  were  issued  in  the  other  year. 

4662.  I  think  I  am  right  in  saying  four  and  a  half 
millions  ;  1  think  there  was  evidence  that  only  about  a 
quarter  of  a  nullion  of  that  was  exported  ? — Ts  that  so  ?■ 
I  had  an  idea  that  about  two  millions  were  exported, 
but  1  am  not  sure. 

4663.  This  evidence  was  in  a  memorandum  sub- 
mitted to  us  by  Mr.  Abrahams  ;  the  statement  relates 
to  the  events  of  1907-8 :  "  It  will  be  seen  that  the 
"  sovereigns  held  in  Government  treasuries  in  reserve 
"  in  India  decreased  between  September  1907  and 
"  September  1908  by  4,394,000i.  of  which  215,000?! 
"  represented  light  coin  sent  by  the  Government  of 
"  India  to  the  Secretary  of  State  and  the  remainder, 
"  4,179,0002.,  issues  to  the  public  in  India.  The  export 
"  on  private  account  during  the  same  period  amounted 
"  to  just  about  250,0002."  (see  paragraph  9d  (6)  of 
"  Appendix  III.,  page  90).  It  would  seem  fi-om  that, 
as  far  as  one  can  lean  upon  that  experience,  that  gold 
in  circulation  in  India  or  issued  in  India  does  not  go 
to  the  support  of  exchange  ? — But  then,  even  if  the 
gold  is  absorbed  it  will  reduce  the  demand  for  import 
of  gold  into  the  country,  and  in  that  way  it  would 
support  exchange. 

4664.  Have  you  any  view  to  express  on  the  question 
of  the  opening  of  a  mint  in  In(£a? — ^I  think  myself 
that  we  ought  to  have  a  gold  mint. 

4665.  Will  yoii  tell  me  why  ? — The  main  reason  is 
that  we  ought  to  have  some  means  of  coining  a  gold 
coin  in  India. 

4666.  I  must  ask  you  why  again? — ^Because  I  think 
that,  for  the  time  Ijeing,  it  would  help  us  in  the  main- 
tenance of  the  gold  exchange  standard  to  have  a  larger 
circulation  of  gold  in  India,  and  though  it  is  true  that 
we  get  our  requh-ements  by  the  import  of  sovereigns 
into  the  country,  a  gold  mint  in  India  would  indicate  to 
the  public  at  large  that  Government  was  certainly 
earnest  in  its  endeavour  to  foster  gold  circulation  in  the 
country.  It  would  also  attract  to  the  mint  the  amount 
of  gold  produced  in  the  country  itself,  and  this  amount 
would  be  turned  into  sovereigns  there. 

4667.  Let  me  ask  you  first  about  the  gold  pi-oduced 
in  the  coimtry.  I  think  some  years  ago — ^I  have  not 
the  exact  year  in  my  mind — the  Government  of  India 
withdrew  its  proposal  for.  the  opening  of  a  mint  at  that 
moment  because  they  found  that  all  the  gold  produced 
in  the  Indian  mines  was  under  conti-act  of  sale  to 
London.  ;I)o  you  know  whether  that,  condition  of 
things  no  longer  exists  ? — No,  I  could  not  say  anything 
definite  on  the  point,  but  it  seems  to  me  that,  once  we 
open  the  mint,  the  contract  is  boimd  to  be  terminated, 
and  we  will  get  that  gold  in  our  mints. 

4668.  Is  that  necessarily  so  ?  I  presume  that  the 
mines  have  heavy  remittances  to  make  to  London  ;  their 
shareholders  are  in  London.  May  it  not  pay  them  to 
remit  their  gold  direct  to  London  and  tender  it  here  V 
— It  may  be  so.  But  they  could  aiTange  for  these 
remittances  easily  by  tendering  the  gold  in  India  and 
getting  payment  against  it  in  England  through  banks. 

4669.  "Would  you  propose  to  charge  any  seignidrage 
on  gold  coiiidge  ? — ^No,  nothing.  Of  course,  we  should 
have  to  charge  something  for  refining  the  gold,  but 
]iothing  in  the  way  of  seigniorage.' 

467<l.  Is  there  any  refiueiy  in  India  now  P  No,  I  do 
not  think  there  is  one. 

4671.  Do  you  think,  apart  from  the  gold  produced 
in  mines,  much  gold  would  be  brought  out  of  hoards  in 
consequence  of  the  opening  of  a  mint  ? — It  may  not  be 
immediately,  but  it  is  possible  .  that  &t  times  of 
stringency  during  penods  of  famine,  after  the  co^nliiy 
has  been  satm-ated  with  gold,  goid  Ornainehts  will  come 
out  from  hoards  and  be  sent  to  the  mint  for  coimife. 

4672.  Is  gold  taki^  the  place  of  silver  in  hoai-ds, 
whether  in  actual  bullion  or  ornaments  ? — There  is  no 
definite  information  on  the  point,  but  I  think  there 
are  some  indications  pointing  to  the  fact  that  gold  is 
gradually  displacing  silver  in  circulation,  and  also, 
naturally,  in  hoards. 


4673.  In  your  opinion  it  is  desirable  to  encoiirage 
that?— Yes,  I  think  so;  at  least,  at  the  present 
moment. 

4674.  Notes  are  playing  a  very  large  part  m  the 
circulation  of  India  at  the  present  time,  are  they  not? 
— Tes. 

4675.  And  an  increasingly  large  pai-t? — Yes. 

4676.  Do  you  not  think  that  there  is  a  good  deal  to 
be  said  for  notes  as  the  most  convenient  and  cheapest 
form  of  cun'ency? — Undoubtedly  notes  are  betterr  in 
this  respect  than  an  actual  gold  coin. 

4677.  Is  that  not  a  little  in  conflict  with  what  you 
were  saying  just  now,  that  you  wanted  to  increase  the 
amount  of  gold  coin  in  circulation." — The  point  is  this  : 
India  is  still  an  undeveloped  coimtiy.  It  is  natural 
that  a  great  portion  of  •  the  masses  should  prefer 
metallic  currency  in  place  of  paper  currency,  there- 
fore, for  the  time  being,  it  would  be  advantageous  to 
have  an  actual  gold  currency  in  circulation  to  displace 
the  Silver  ouirency,  but  later  on,  as  the  country 
develops,  the  note  circulation  will  probably  increase 
and  displace  the  gold  currency. 

4678.  As  an  ideal,  then,  you  look  forward  to  th$ 
supersession  of  metallic  ciin-ency  by  notes  as.  far  as 
possible  ? — Quite  so. 

4679.  But  in  the  meantime  you  would  prefto-  to  see 
gold  taking  the  place  of  a  portion  of  the  silver  ? — Quite 
so,  because,  in  fact,  such  a  substitution  would  reduce 
our  currency  difficulties.  The  less  the  amount  of 
rupees  we  have  in  circulation,  the  smaller  would  be  our 
KabUity  at  times  of  crisis  when  we  may  be  called  upon 
to  support  exchange. 

4680.  I  want  to  know  how  exactly,  in  your  opinion, 
the  amount  of  rupees  in  circulation,  provided  they  axe 
not  in  excess  of  the  demand  for  currency,  affects 
exchange,  or  your  difficulties  in  regard  to  exchange  ?— 
What  happens  is  this  :  The  amount  of  iTipees  in  actual 
circulation  at  any  time  must  be  equal  to  the  demand 
for  the  rupees  themselves,  but  at  times  there  may  not 
be  a  demand  for  the  total  volume  of  rupees  which  has 
found  its  way  into  the  hands  of  the  public,  exactly  as 
happened  in  1908,  and  some  portion  of  the  nrpees  are 
returned  to  our  cui-rency  offices,  and  either  gold  is 
taken  in  exchange  or  these  rupees  are,  so  to  say,  sent 
out  of  the  country  by  being  put  into  our  cuiTcncy 
offices,  and  gold  in  London  taken  against  the  rupee 
payments  in  India.  Now  if  we  had  a  larger  cir- 
culation of  gold  and  a  smaller  circulation  of  rupees  oui- 
difficulty  at  that  stage  would  be  considerably  reduced, 
because  then,  in  a  crisis  of  that  sort,  the  gold  itself 
would  go  out  of  the  country,  br,  on  the  other  hand, 
there  would  be  a  smaller  import  of  gold  into  the 
country  for  hoarding,  arts  and  manufactures. 

4681.  If  you  had  a  large  amount  of  gold  in  reserve 
would  not  tlm,t  serve  exactly  the  same  purpose  ? — Yes, 
but  the  point  is  this  :  We  will  have  to  go  on  gradually 
increasing  this  resei-ve,  because,  as  there  is  an  increased 
demand  for  metallic  cuiTency  we  shall  have  to  issue 
more  i-upees  ;  we  shall  have  to  coin  moi-e  i-upees  and 
issue  them;  and  we  shall  have  to  increase  the  goid 
resei-ve  to  meet  om-  liability  in  respect  of  these  addi- 
tional rupees.  On  the  other  hand,  if  we  can  reduce 
the  demand  on  us  for  rupees  and  can  meet  it  by  an 
increased  circulation  of  gold,  of  course  the  whole 
machinery  will  go  on  automatically.  .  -. 

4682.  Supposing  as  long  as  trade  is  expanding;  and 
the  prosperity  of  India  is  mcreasing.  the  demand  for 
rupeo,s  goes  on  increasing,  and  then  conies  a.  check, 
you  do  not  suggest  that  the  whole  of  the  new  rupees 
which  have  been  put  out  in  the  course  of  the 
prosperous  yeai-s  would  come  back  to  the  Treasury, 
do;you?— No.,,nat  the  whole  of  them  necessarily^  tajt 
probably  a  good  portion.  In  fact,  there  ivill  be-  a 
repetition  of  what  actually  happened  in  1908. 

4683.  But  even  in  1908  a  very  small  proportion 
of  the  issues  which  haxi  been  made  came  back  ?^-That 
is  so,  but  then;  t}ip  risk  would  be  increased  if  we 
went  on  adding  to  the  volume  of , the  rupee  currencv. 

4684.  Do  you  think  it  has  increased  "in  proportirfn 
to  the  increase  of  the  currency? — No,  it  cannot  be 
quite  proportionate,  but  still  there  would  be  some 
increase  in  the  rjski    • 
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4685.  I  sugge^  to  you  that  as  against  those 
contingencies  you  must  keep  a  gold  resei-ve  ;  and  with 
that  I  think  yoti  agree  ? — Yes,  that  is  so. 

4686.  I  should  say  you  must  have  gold  in  the  first 
instance,  and  you  must  have  that  gold-  either  in 
circulation  or  in  the  resei-ve  or  probably  in  both. 
But  I  wonld  suggest  to  you  that  it  is  more  economical 
and  quite  as  useful  to  keep  it  in  the  reserve  as  to  keep 
it.  in  circulation? — Tes,  that  is  so.  But  then,' on  the 
other  hand,  if  we  do  that  and  go  on  adding  to  the 
rupee  currency,  it  means  that  we  increase  our 
liability  to  convert  the  rupees  into  gold'  when  the 
necessity  for  doing  so  arises.  We  can  certainly  meet 
that  liability  by  keeping  a  large  amount  of  gold  in 
reserve,  but,  instead  of  taking  all  that  responsibility 
on  Government,  I  think  the  other  plan  of  having 
a  large  amount  of  gold  in  eirculation  and  making 
gold  displace  rupees  would  make  the  system  more 
automatic,  and  reduce  the  responsibility  of  Govern- 
ment in  the  matter. 

4687.  Are  you  treating  it  as  being  in  practice 
obligatory  upon  the  Government  of  India  to  give  gold 
for-  rupees  whenever  asked  ? — It  is  practically  obli- 
gatory. ■  Of  course,  in  theory  there  is  no  obligation, 
but  at  the  time  of  the  last  eriais  I  think  the  Govern- 
ment of  India  found  that  it  was  desii-able  to  give 
out  gold  in  exchange  for  rupees  so  long  as  it  had  got 
gold,  and  I  think  it  is  necessary  to  do  so  at  times  of 
panic  so  as  to  avoid  creating  any  suspicion  in  the 
minds  of  the  people  about  'the  oxiiTency  policy  of 
Government. 

4688.  Would  you  think,  therefore,  that  the  time 
had  come  for  the  Government  of  India  to  undertake 
an  actual  legal  obligation  to  give  gold  for  rupees  ? — I 
do  not  think  it  is  necessary  to  go  so  far  at  present. 

4689.  (Lord  Faher.)  There  is  one  question  I  should 
like  to.ask  you.  It  is  your  opinion,  I  think,  from  what 
you  have  said,  that  India  is  using  world's  money  when 
sh?  uses  gold  in  her  circulation — money  available  for 
aU  purposes  ;  but,  when  rupees  are  lised,  India  is  not 
using  world's'  money.  Do  you  agree  with  that? — 
Quite  so. 

4690.  (Chairman.)  What  is  the  use  of  the  gold  in 
the  Paper  Currency  Reserve  in  India  ? — -Its  main 
fimction  is  to  supply  gold  to  the  public  whenever 
they  may  demand  it;  tlSit  is  to  my  mind  its  primary 
function.  Of  course,  it  is  used  for  other  purposes;  a 
portion  of  it  is  nowadays  held  in  England  as  a  reserve 
from  which  the  Secretkry  of  State  can  purchase  silver 
expeditiously  at  an  emergency,  or  from  which  he  can 
finance  the  home  Treasuiy  if  there  is  any  prolonged 
falliiig-ofE  in  the  demand  foi:  Council  bills  at  the  specie 
point  rate.  " 

4691.  It  follows,  I  think,  from  what  you  said  that 
you  hold  mpees  in  the  Gold  Standard  Reserve  in  order 
to  supply  the  public  ih  India  with  rupees  'when-  they 
want  them,  and  you  hold  gold  in  tlie  Paper  .Otirrency 
Reserve  in  order  to  supply  theni'with  gold  when  they 
want  it?— Not  quitb,  because  ^' we  haVe  i-upees  in 
the  Paper  Currency  Reserve  which  we  issue  to  the 
public  when  they  want  rupees.  The  rupees  iii  the 
Gpld  Standard  Reserve  constitute  a  Second  line  of 
defence.  They  are  a  margin:  In  fact,  the  mflow  iand 
outflow  of  rupees  to  and  from  the  Currency  Reserve  is 
more  or  less  automatic,  and  it  may  happen,  as  it  actually 
happened  in  the  past,  that  at  times  of  extreme  stringency 
the  mpees  in  the  Cun-ency  Reserve  may  prove  in- 
sufficient. Then  we  have  a  second  line  of  defence,  and 
we  oaji  make  use  of  it.  •  u 

4692.  Have  you  ever  considered  whether  it  would 
be  under  those  circumstances  desirable  to  amalgamate 
the  two  reserves  ?— That  would  destroy  the  character 
Of  the  special  resei-ve.  For,  if  we  amalgamated  the  two 
reserves  and  kept  the  total  sum  in  the  CuiTcncy  Reserve, 
it  would  be  liable  to  fluctuations  with  reference  to  the 
ordinary  exchange  operations  of  the  Cun-ency  Depart- 
ment, and  it  may  so  happen  that  at  times  the  bulk  of 
the  i-upees  may  be  taken  away,  and  there  may  not  be 
a  sufficient  stock  left  to  meet  immediate  demands. 
But  if  we  keep  a  certain  amount  of  rupees  m  a  special 
reserve,  then  as  soon  as  the  rupees  in  the  currency  are 
more  or  less  exhausted,  and  we  start  drawing  on  the 
silver  iu  the  gold  reserve,  it  is  an  automatic  mdication 


to  the  Govemment   that   it   must   coin  rupees   expe 
ditiously. 

4693.  Tou  mean  that  if  they  were  working  -with 
only  one  reserve  the  facts  which  were  passing  under 
their  eyes  might  escape  their  notice  ? — It  is  possible. 

4694.  But  the  fact  that  they  have  to  go  to  the  gold 
reserve  for  rupees  is  an  alarm-signal  ? — Quite  so ;  it  is 
an  automatic  alarm-signal. 

4695.  Given  the  use,  as  you  have  explained  it,  of 
those  two  reserves,  dp  you  see  any  other  reason  than 
that  for  keeping  them  separate  ?— K'o,  there  is  no 
other  that  I  know  of .  .        , 

4696.  Do  you  see  any  a;dvantage  in  putting  them 
together  if  it  could  be  done  ? — Apart  from  the  objection 
based  on  the  '  advantage  of  having  a  special  rupee 
reserve,  I  do  not  see  any  other  objections  to  keeping: 
them  together. 

4697.  As  regards  the  Gold  Standard  Reserve  in 
London,  a  portion  of  it  is  in  gold  and  a  portion  of  it 
in  securities.  Have  you  any  views  as  to  the  amount 
which  ought  to  be  kept  in  gold  ? — I  think  that  a  fairly 
large  amount  ought  to'  b6  kept  in  gold.  I  believe  the 
Secretary  of  State  has  recently  agreed  to  holfi  fii'e 
mUliotis  in  liquid  gold.  Possibly  that  is' a  sufifcient 
Slim  to  start  -#ith,  but  my  personail  opinion  is  that  it 
would  be  better  to  have  a  higher  amount. 

4698.  Would  you  indicate  any  total  for  the  Gold 
Standard  Reserve  as  a  whole  of  for  the  gold  portion  of 
it'  in  particular? — As  regards  the  Gold  Standard 
Reserve  as  a  whole,  I  think  we  ought  to  keep  not  less 
than' 25  millions.  When  we  have  reached  that  limit 
of  25  mUKouS,  we  might  then  review  the  whole 
position,  and  might  consider  whether  a  portion  of  the 
coinage  profits  might  not  be  diverted  for  some  other 
purpose.  But  until  we  had  reached  that  point  of 
25  millions,  which  I  think  was  cleariy  indicated  as  a 
necessary  reserve  by  the  experience  of  1908,  I  do  not 
ttunk  we  ought  to  touch  the  further  accumulatioiis  in 
the  gold  portion  of  the  reserve.  • 

4699.  Do  you  mean  to  keep  the  whole  25  millions 
in  actual  gold  ?— No;  that  figure  I  mean  to  be  the  totail 
amount  of  the  reserve. 

4700.  As  regards  the  actual  gold,  you  think  fiye 
mUlions  hardly  sufficient  ? — Hardly,  I  think.  Probably 
15  millions  would  be  a  suitable  sum.  I  think  ditring 
the  last .  crisis-  we  lost  somethifig  like  18  millions, 
and' we  were  lucky  that  the -crisis  did  not  synchronise 
with  a  very  great  stringency  in  the  English  money 
market  itseilf ,  and  a  large  fall  in  the  price  of  SterHhg 
securities.  If  that  had  been  so  we  should  have  been 
obliged  to  sell  our  sterling  securities  at  a  very  great 
teas.-  •-  -    ■' 

4701.  Do  you  think  it  is  fair  to  take  what  happened 
in  1907-8  as  a  measure  of,  shall  I  say,  the  greatest 
danger  against  which  you  can  reasonably  be  called 
Upon  to  provide  ?^That  is  the  only  experiebce  that  we 
have  got  to  guide  us,  and  for  the  time  being  I  think 
we  must  depend  upon  it.  We  maj  have  to  alter 
our  views  on  the  subject  when  we  are  confronted  with 
another  crisis. 

4702.  It  was  put  to  us  the  other  day  by  a  -svitness, 
and  I  think  you  have  just  indicated  that  you  agree, 
that  it  would  have  been  far  more  serious  in  1907-8  if 
what  that  witness  called  the  storm  centre  had  been  in 
London  instead  of  in  Niew  York  ? — I  certainly  agree 
■with  that  view. 

4703.  Again,  there  was  famine  in  India  in  1907  ? 

Yes,  that  is  so. 

4704.  Was  it  a  bad  famine  ? — It  was  not  a  very  bad 
famine. 

4705.  You  could  easily  conceive  of  a  worse  famine  ? 
— Qiiite  so. 

4706.  I  think  there  was  no  war  that  year  ? — No. 

4707.  You  might  have  circumstances,  therefore 
much  more  unfavourable  to  India  than  they  were  in 
1907-8  ? — It  is  quite  conceivable  that  it  may  be  so. 

4708.  That  would  seem  to  imply  that  you  should 
provide  for  something  more  than  what  was  actually 
proved  to  be  required  in  those  years  ? — That  is  so. 

4709.  Have  you  ever  had  occasion  to  consider 
whether  the  Gold  Standard  Reserve  should  be  brought 
imder  statutory  regulation  ? — My  personal  opinion  is 
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that  at  the  present  moment  at  any  rate  it  is  better  not 
to  bring  this  reserve  under  statutoiy  regulations. 

4710.  I  think  on  one  occasion,  and  on  one  occasion 
only,  money  has  been  diverted  from  the  Gold  Standai-d 
Reserve  for  expenditure  in  India  ? — Quite  so. 

4711.  The  Government  of  India  I  think  did  not 
approve  of  it  ? — That  is  so. 

4712.  And  it  has  not  been  done  since  ? — No. 

4713.  Do  you  wish  to  say  anything  on  the  question 
of  a  State  or  centi-al  bank  for  India  ? — No,  I  do  not 
want  to  offer  any  opinion  on  the  point  unless  any 
particular  question  is  asked  me. 

4714.  There  is  one  other  question  I  want  to  put  to  you. 
It  refers  to  the  coinage  of  gold  in  India.  Supposing 
that  were  to  be  decided  upon,  have  you  any  view  as  to 
what  the  coinage  should  be  ? — I  certainly  think  the 
coinage  should  be  the  sovereign,  the  coin  of  inter- 
national trade.  K  that  is  impracticable,  then,  of 
course,  as  a  last  resort  I  would  fall  back  on  a  special 
coin  for  India. 

4715.  Tou  are  aware  that  if  you  want  to  coin  a 
sovereign  you  have  to  have  a  special  mint  under  the 
supervision  of  the  British  authorities  ? — Tes. 

4716.  And  that  it  is  a  rather  expensive  proposal, 
therefore  ? — ^I  would,  nevertheless,  go  to  the  length  of 
incun-ing  that  expenditure. 

4717.  (Sir  Rohert  Chalmers.)  As  regards  the  tender- 
ing of  gold  at  the  assumed  mint  in  India,  that  would 
turn  to  a  very  great  extent  on  price,  would  it  not  ? — 
Tes. 

4718.  As  to  whether  it  were  cheaper  and  as  to 
whether  it  fitted  in  with  the  arrangements  of  the 
mine-owners,  with  agents,  as  regards  commission,  and 
so  forth ;  there  would  be  all  those  questions  ? — Tes, 
quite  so. 

4719.  But  ultimately  it  would  turn  on  price  ? — Tes. 

4720.  Taking  price  a  little  further  into  detail,  if, 
following  the  Australian  precedent,  there  were  a  mint 
charge  in  Ipidia,  that  would  militate,  through  the  price, 
against  the  arrival  of  gold  at  the  Indian  mint  as 
compared  with  its  coming  to  London,  which  is  a  free 
mint  ? — Quite  so. 

4721.  (Sir  Ernest  Cable.)  I  think  it  would  assist  the 
Commission,  in  considering  the  question  of  increasLag 
the  elasticity  of  the  note  issue,  if  you  could  tell  us  how 
these  notes  are  issued.  Are  they  issued  in  large  parcels 
to  Mahajans  and  local  bankers  or  do  the  people  them- 
selves come  and  take  the  notes  in  small  quantities  ? 
Do  you  happen  to  know  what  the  habits  of  the  people 
are  in  that  respect  ? — From  the  currency  offices  ? 

4722.  Tes  ? — The  issues  ai-e  mostly  in  large  parcels, 
and  the  paper  currency  which  filters  to  the  MofussU 
mainly  finds  its  way  there  through  the  banks. 

4723.  So  that  they  are  issued  through  the  banks, 
really,  and  the  native  Mahajans,  and  so  forth  ? — Tes. 

4724.  (Mr.  Keynes.)  Are  there  currency  chests  at 
all  distiict  treasuries  F — There  are  currency  chests 
at  most  of  the  surplus  ones  ;  I  may  say  at  all  the 
surplus  ones.  The  treasuries  may  be  divided  into 
three  maiu  classes.  There  are  the  deficit  ones,  i.e., 
those  which  do  not  collect  enough  revenue  to  pay  the 
charges  at  that  particular  treasury;  there  are  some 
which  just  sufficiently  pay  their  way,  and  there  are 
the  surplus  ones.  There  are  ouiTenoy  chests  at  all 
the  surplus  treasuries ;  there  are  also  currency  chests 
at  most  of  the  deficit  treasuries,  particularly  those 
which  are  located  in  out-of-the-way  places,  where  it 
would  be  difficult  to  send  remittances  regularly  month 
after  month,  and  it  is  a  convenient  arrangement  to 
send  a  big  remittance  at  a  certain  period  of  the  year, 
to  keep  the  money  in  the  cun'ency  chest,  and  to  issue 
portions  of  it  to  the  Ti-easury  from  time  to  time  to 
meet  requirements. 

4725.  Is  that  also  true  of  sub-treasuries  F — No,  as 
regards  sub-treasuries  it  is  unusual  to  have  currency 
chests. 

4726.  When  a  branch  of  a  Presidency  bank  takes 
over  some  part  of  the  work  of  a  district  treasury  I 
suppose  the  cun-ency  chest  remains  untouched  F — ^The 
Bank  of  Bengal  usually  maintains  currency  chests  for 
Government  at  these  places,  but  the  Bank  of  Bombay 
has  never  undertaken  this  obligation,  and  at  aU  the 
places  where  we  have  a  branch  of  the  Bank  of  Bombay 


domg    Government   Treasury    work   the    Government 
maintains  a  separata  currency  chest. 

4727  When  the  bank  maintains  the  currency  chest 
does  that  simply  mean  it  keeps  it  in  its  vaults,  or  does 
it  mean  more  than  that  F— That  is  aU  it  does. 

4728.  It  merely  safeguards  the  rupees  .-'—Tes. 

4729.  It  takes  over  no  other  fimction  ? — ^No. 

4730.  It  does  not  actually  issue  notes  agamst 
rupees  F — No.  „  , , 

4731.  It  is  merely  the  safeguarding  of  the  rupees 
that  it  undertakes  F — Tes. 

4732.  I  understand  that  the  Government  economises 
over  remittances  to  a  very  great  extent  by  using  the 
cun-ency  chests  instead  of  sending  balances  backwards 
and  forwards  F — That  is  so. 

4733.  It  releases  money  out  of  one  cui-rency  chest 
and  puts  it  into  another  F — Tes. 

4734.  When  a  Presidency  bank  takes  over  the 
Government  balances  are  the  facilities  of  the  cmTency 
chests  allowed  to  the  Presidency  bank  F— I  do  not  quite 
understand  the  question. 

4735.  I  mean  can  a  Presidency  branch  bank,  in  a 
place  where  there  is  a  currency  chest,  cash  note^  out  of 
its  currency  chest  as  freely  as  the  Government  would, 
and  so  remit  by  those  means  F— The  ordinary  currency 
chest  does  not  actually  cash  notes.  If  the  branch 
bank  at  such  a  place  wants  more  coin  it  applies  to  the 
Accountant-General  of  the  parciculai-  province,  and  he 
may  or  may  not  give  the  bank  more  coin  fi'om  the 
cmTcncy  chest.  But  the  usual  practice  is  that  a 
branch  bank  is  allowed  to  take  over  the  coin  in  the 
currency  chest  at  such  a  place  on  payment  of  a  certain 
amount  of  premium — it  is  usually  a  small  premium — to 
the  Accountant-General. 

4736.  So  that  the  branch  bank  which  takes  over  the 
Government  balances  has  not  quite  the  same  facilities 
of  remittance  as  Government  had,  because  it  has  not  full 
control  over  the  currency  chest  ? — So  far  as  the  Govern- 
ment balances  go,  the  facility  is  the  same.  If  there  is 
any  surplus,  the  Accountant-General  will  ask  the 
Presidency  bank  to  make  a  transfer  from  the  Govern- 
ment balance  at  its  branch  to  the  currency  chest. 
Then  again,  if  the  Accountant-G^nei-al  finds  that  the 
Government  balance  at  the  branch  bank  is  running 
short  he  will  at  once  order  a  transfer  from  the 
currency  chest  to  the  Government  account  at  the 
branch  bank.  Of  course,  the  Presidency  bank  does 
not  get  the  same  f acDity  so  far  as  its  private  balance 
is  concerned,  but  the  Accountant-General  always  gives 
it  the  first  choice  of  the  accumulations  in  the  currency 
chest  at  such  places,  charging  it  with  a  small  premium. 
He  also  usually  hands  over  to  it  the  entire  surplus 
Government  balance  free  of  charge,  if  it  makes  an 
opposite  payment  at  some  other  bank  or  at  its  head 
office. 

4737.  About  how  much  is  the  premium  F — It  varies 
between  -^^  and  \  per  cent. 

4738.  If  there  were  to  be  some  system  of  a  Central 
bank  managing  the  note  issue  I  suppose  it  might  possibly 
be  profitable  for  that  bank  to  have  branches  where  it  is 
not  now  profitable,  for  this  reason,  that  they  would  be 
able  to  use  the  currency  system  for  remittances  to  the 
same  full  extent  as  the  Government  now  use  itF — 
Quite  so.  If  it  -is  practicable  to  have  a  State  bank 
which  will  relieve  Government  of  all  its  responsibilities 
as  regards  currency  and  banking,  that  sort  of  thing 
would  be  possible. 

4739.  I  mean  at  present  there  is  only  a  very  partial 
economy  effected  when  the  branch  bank  takes  over  the 
Government  balances,  because  there  is  a  great  deal  of 
semi-banking  work  which  still  remains  in  Government 
hands  F— Not  exactly.  The  currency  work  certainly 
remains  in  the  hands  of  Government,  but  not  semi- 
banking  work. 

4740.  No,  the  currency  work  remains  in  the  hands 
of  the  Government  F — Tes. 

4741.  Can  you  explain  as  fuUy  as  possible  the 
extra-legal  facilities  which  are  given  for  the  encash- 
ment of  notes  F  I  understand  the  public  can  actually 
demand  encashment  at  the  place  of  issue  or  at  the 
Presidency  town  office,  but  that  you  give  other  facilities 
outside  the  law  when  it  is  convenient.  Can  you  out- 
line the  nature  of  those  facilities  F — What  happens  is 
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this :  At  the  Distri6t  Treasuries  facilities  are  given 
for  the  encashment  of  currency  notes  so  long  as  there 
is  sufficient  coin  in  the  Treasury  available  for  the 
purpose.  Apart  from  this  arrangement  we  have  at 
certain  important  centres  what  is  called  a  Currency 
Agency.  We  have  one  at  Allahabad,  we  have  several 
in  the  Punjab,  we  have  one  I  think  at  Mandalay,  and 
I  believe  we  are  about  to  open  one  at  Delhi.  These 
Currency  Agencies  issue  notes,  which  usually  are  given 
a  distinctive  mark,  for  circulation  among  the  public 
against  a  deposit  of  coin  in  that  particular  agency. 
The  notes  which  are  thus  issued  from  the  agency  are 
freely  encashed  at  that  agency,  other  notes  being  also 
encashed  so  far  as  it  is  found  possible  to  do  so  without 
any  inconvenience.  1'hat  is  the  other  extra-legal 
facility. 

4742.  In  practice  are  they  nearly  always  able  to  do 
that  or  not  ? — I  should  say  that  the  facility  given  is  a 
substantial  one.  They  are  often  able  to  cash  the  notes 
at  the  more  important  treasiiries. 

4743.  I  mean  is  it  your  impression  that  the  public 
can  place  reasonable  reliance  on  being  able  to  cash 
them  or  not? — Yes,  at  almost  all  the  important 
treasm-ies  they  can,  I  think,  rely  on  getting  a  currency 
note  cashed  at  the  Treasmy. 

4744.  Are  currency  notes  ever  cashed  for  the  con- 
venience of  the  public  at  sub-treasuries  ? — No.  The 
nature  of  sub-treasuries  is  different.  They  are  mostly 
collecting  centres  where  the  revenue  is  collected.  A 
sub-treasury  does  not  make  any  payment  of  its  own 
motion.  If  the  district  treasury  issues  a  sort  of  cheque 
on  it  to  make  a  payment  in  any  particular  case  it 
makes  the  payment  from  the  revenue  collected  by  it, 
but  no  cash  is  ever  sent  to  a  sub-treasury  to  meet 
any  particular  payments,  and  a  sub-treasuiy  cannot 
cash  ouirenoy  notes. 

4745.  But  I  suppose  a  sub-treasuiy  has  rupees 
in  its  chest  which  have  got  there  from  taxation  ? — 
Yes. 

4746.  Is  there  any  reason  why,  when  those  rupees 
are  in  excess  of  its  probable  outgoings,  it  should  not 
use  them  to  cash  notes  ? — We  would  have  to  maintain 
a  larger  establishment  at  the  sub-treasury.  We  would 
practically  have  to  convert  the  sub-treasury  into  a 
regidar  treasury. 

4747.  There  is  no  other  objection  ? — No,  none. 

4748.  If  that  were  done  it  would  mean  that  there 
would  be  some  sort  of  facility  for  encashment  of  notes 
at  1,500  places  instead  of  300  ?— Yes. 

4749.  Has  it  ever  been  considered  whether  that  is 
practicable? — ^It  has  never  been  considered,  for  the 
reason  that  the  sub-treasury  is  always  looked  upon  as 
a  centre  for  the  collection  of  revenue.  It  has  no  other 
function,  practically. 

4750.  Can  you  explain  to  me  as  to  what  sort  of 
extra-legal  facilities  are  given  for  the  supply  of  gold  ? — 
There,  again,  it  is  the  same  thing.  So  long  as  a 
treasury  has  got  a  supply  of  gold  it  issues  it  freely  to 
anybody  who  may  want  the  gold.  When  there  is  a 
large  supply  of  gold  at  the  currency  offices,  the  Comp- 
troller-Gleneral  and  the  Accountants-General  usually 
keep  the  various  treasuries  where  gold  is  in  regular 
demand  pi-operly  supplied  with  gold. 

4751.  They  do  send  gold  on  purpose  in  oi-der  that 
it  may  be  available  in  order  to  give  the  public  extra- 
legal facilities  ?— Quite  so,  so  long  as  they  have  a 
large  stock  of  gold. 

4752.  Do  they  send  rupees  for  the  same  piu-pose  ? 
— Yes,  they  have  to. 

4753.  I  mean  they  do  not  merely  give  the  public 
extra-legal  facilities  when  the  stock  of  rupees  has 
got  very  high;  they  do  send  rupees  on  pui-pose 
in  order  to  give  them  extra-legal  facilities? — The 
Government  tries  its  best  to  meet  the  public 
demand  for  rupees,  and  it  often  concentrates  rapees 
from  various  places  where  there  is  not  any  large 
demand  for  them  to  places  where  there  is  a  large 
demand,  but  in  such  cases  what  usually  happens  is 
this :  The  banks  or  the  big  firms  get  hold  of  these 
rupees  by  the  purchase  of  supply  bills  or  transfers  by 
paying  a  small  premium  to  the  Accoimtant- General. 

4754.  Were  the  extra-legal  facilities  for  gold  given 
with  a  view  to  getting  more  gold  into  circulation  ?— 
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Yes.  That  is  so.  When  we  have  got  a  lai'ge  amount 
of  gold  in  our  hands  we  try  to  give  special  facilities 
to  get  it  into  circulation. 

4755.  You  deliberately  send  gold  to  places  where 
you  think  it  may  be  wanted  in  order  that  more  gold 
may  get  into  circulation  ? — Yes,  that  is  so. 

4756.  (Mr.  Gladstone.)  You  referred  to  the  treasu- 
ries numbering  1,500.  As  a  whole  could  you  give  us 
any  idea  of  the  proportion  of  the  Government  balances 
in  those  1,500  treasuries  as  agixinst  the  300  district 
treasuries  ? — I  am  afraid  I  could  not  give  you  any. 

4757.  Roughly  ? — No,  I  could  not, 

4758.  Would  it  be  half  ?— I  could  not  say. 

4759.  Perhaps  you  could  get  it  ? — Yes. 

4760.  (Chairman.)  Will  you  be  able  to  get  the 
hifonnation  here  ? — No.  In  fact,  I  tried  to  get  it  here, 
and  failed.  But  if  the  information  is  wanted,  I  could 
certainly  telegraph  to  India  and  get  the  information  ; 
I  could  get  it,  say,  for  one  particular  province.* 

4760a.  {Mr.  Gillan.)  But  it  must  vai-y  veiy  much  at 
different  times  of  the  year  ? — It  must  vaiy  enormously. 

4761.  {Mr.  Gladstone.)  1  mean  an  approximate  pro- 
portion. This  very  convenient  system  of  the  cun-ency 
chest  which  exists  at  the  district  treasuries  does  not 
apply  to  sub-treasuries,  and  the  object  of  my  question 
was  to  see  whether  that  might  not  be  extended  ? — Of 
course,  the  arrangement  is  that  as  soon  as  any  large 
sum  accumulates  at  a  sub-treasury  it  is  immediately 
withdrawn  to  the  district  treasury,  and,  except  in 
months  when  a  large  amount  of  land  revenue  is 
collected,  January,  February,  and  March,  very  little 
actually  remains  in  the  sub-treasuries. 

{Mr.  Gillan.)  I  may  say  that  these  are  little  places 
twenty  miles  away  from  headquarters,  and*  money  is 
being  brought  in  regularly  once  a  week  or  so.  It  is 
not  retained  there. 

4762.  {Sir  Shapurji  Broacha.)  I  suppose  Govern- 
ment tried  to  do  its  very  best  to  push  gold  into 
circulation  between  1900  and  1907  ? — Yes,  they  made 
an  effort. 

4763.  Until  the  gold  circulation  or  the  gold 
sovereign  went  down  to  a  discount  at  one  time  ? — I 
have  no  information  on  that  point. 

4764.  Government  tried  its  best  to  put  gold  into 
circulation  for  seven  years  until  the  exchange  crisis 
came  ? — Yes. 

4765.  I  suppose  it  was  an  experiment  to  see  how 
far  the  pushing  of  gold  would  help  exchange  during  a 
time  of  crisis,  but  the  crisis  was  not  helped  by  gold 
coming  out ;  is  that  so  ?  After  forcing  gold  into  cir- 
culation among  people  for  seven  years  until  gold  went 
to  a  discount,  the  crisis  came,  and  gold  did  not  come 
out  to  help  exchange  ? — As  I  said,  my  view  is 

4766.  No,  it  did  not  come  out  ? — Quite  so. 

4767.  Instead  of  coming  out,  a  further  four  millions 
were  absorbed  ? — Yes. 

4768.  And  you  say  that  the  four  millions  might 
have  helped  in  not  bringing  out  more  gold  from 
England  or  from  outside  ? — Quite  so. 

4769.  Are  you  sure  that  that  is  the  only  cause,  or 
was  it  because  gold  had  appreciated,  and  they  wanted 
more  to  put  into  hoards  in  place  of  mpees  ?  It  only 
displaces  the  rupees;  nothing  else  ? — I  am  afraid  there 
is  no  definite  information  about  that. 

4770.  So  that  experience  does  not  give  any 
encouragement  that  pushing  gold  into  circulation  will 
help  exchange  ? — ^Does  it  naturally  follow  ?  Even 
assuming  your  view  is  admitted  to  be  correct,  when 
the  country  is  saturated  with  gold,  then  the  gold  in 
the  hands  of  the  people  is  bound  to  help  Government 
in  an  exchange  difficulty. 

4771.  Do  you  know  that  the  country  was  then 
saturated  with  gold,  that  there  was  300  millions  in  all 
imported  —  accumulated  gold  —  and  although  the 
Government  did  its  best  to  push  the  circulation  for 
seven  years,  yet  none  of  that  accumulated  gold  came 
out ;  so  it  does  not  support  your  theory  that  if  more 
gold  is  pushed  into  the  country  it  will  help  Government 
in  the  day  of  its  distress  ? — I  am  not  sure  if  that  is 
true.     You  say  that  gold  displaced  silver  in  hoards. 

'  The  figures  are  being  obtained  from  India,  and  will  be 
printed  as  an  appendix  to  the  Final  Report. 
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Supposing  we  reach  a  point  when  there  is  no  more 
silver  in  the  hoards  to  be  displaced.  When  that  state 
of  saturation  is  reached,  the  gold  in  the  hands  of  the 
people  is  bound  to  help  Govemment  in  times  of 
exchange  difficulties. 

4772.  How  could  you  an-ive  at  a  day  when  there 
are  no  more  rupees  ?  At  present  there  are  more  rupees 
in  the  country  than  gold  ? — That  is  so,  and  for  that 
reason  I  say 

4773.  Tou  say  that  if  you.  push  cui'rency  gold 
into  circulation  now  it  will  be  a  help  in  the  future  ? — 
Yes. 

4774.  Supposing  the  Government  were  to  give  as 
much  gold  as  was  wanted,  and  supposing  a  time  like 
1907  came,  and  the  Government  stopped  issuing,  would 
that  not  create  more  want  of  confidence  than  to  say  to 
them  before,  "  We  will  not  give  you  all  that  you 
want "  ? — ^When  the  stage  I  am  refett-ing  to  is  reached, 
Government  will  not  have  to  tell  them  that  it  will  not 
give  them  gold. 

477.5.  Government  has  to  say.  "We  have  no  gold," 
just  as  they  had  to  say  in  1907.  You  stopped  then  for 
three  years ;  do  you  not  remember  that  ?^-That  was 
because  we  had  no  gold. 

4776.  Does  not  that  fact  create  more  want  of 
confidence,  by  refusing  to  give  them  gold  when  they 
want  it,  than  it  would  to  tell  them  before,  "  We  will 
not  give  you  the  gold  that  you  want "  ? — The  point  is 
this :  We  are  now  going  on  accumulating  a  large 
amount  of  gold,  and,  if  we  supplement  that  by  trying 
to  substitute  gold  cun-ency  for  silver  currency  among 
the  people,  the  result  will  be  that,  when  a  second 
crisis  comes,  there  will  be  in  the  first  place  a  smaller 
amount  of  rapees  which  will  come  out  from  the  hoards. 

4777.  That  is  your  conjecture  of  what  would 
happen,  but  it  does  not  seem  reasonable  from  the  past ; 
at  least,  the  past  has  not  given  aliy  encouragement  to 
go  upon  ?-^ We  have  had  experience  of  only  one  single 
occasion,  and  then  certainly  the  gold  circulation  among 
the  people  had  not  made  any  large  progress,'  nor  had 
we  any  large  gold  reserves  in  our  hands.    ' 

4778.  I  say  what  has  happened  in  the  past  does 
not  encom-age  forcing  gold  upon  people  .f — I  do  not 
see  any  reason  why  that  should  discourage  us. 

4779.  Because  the  people  did  Hot  bring  their  gold 
out  ? — That  is  because  the  country  was  not  saturated 
with  gold ;  that  is  my  point. 

4780.  Did  I  not  say  that  there  is  more  gold  in  the 
country  than  you  will  receive  for  the  next  10  or 
20  years  ?  India,  as  they  say,  is  the  sink  of  gold  ? — 
That  is  so,  but  what  is  happening  is 

4781.  You  cannot  say  that  there  is  any  encourage- 
ment for  the  pushing  of  your  policy.  You  must  ground 
your  views  on  the  past :  the  future  is  conjectural  ? — 
My  point  is  tliis,  tluit  we  have  not  sufficient  opportimity 
fpr  judgmg,  whether  the  counti-y  would  have  helped 
■IS  if  it  were  properly  saturated  with  gold. 

4782.  That  is  your  conjecture.  Now  let  me  deal 
with  what  you  said  about  a  mint.  Is  it  a  necessity 
or  a  sentiment  ? — I  consider  it  mostly  a  necessity, 

4783.,  Do  you  know  that  South  Africa  is  the  home 
of  gold  production  ? — Yes. 

4784.  There  is.no  mint  ?^I  do  not  know.  Possibly 
the  development  of  currency  ideas  in  South  Africa  is 
higher  than  it  is  in"India. 

4785.  How  is  there  any  dissimilarity  ?  They  want 
gold  in  circulation.  They  have  the  same  sentiment 
as  the  people  of  India  about  gold.' — The  difEerence 
is  that  in  our  country  there  is  not  quite  the  same 
confidence  in  a  paper  cuiTency  among  the  people  as 
there  is  in  other  countries. 

4786.  Suppose  that  a  mint  were  gi-anted-  in  recogni- 
tion of  sentiment — of  course,  you  say  it  is  a  necessity 

what  gold  would  you  bring  to  the   mint?     There  is, 
as  you  say,  the  Mysore  mine  gold  ? — Yes. 

4787.  Do  you  know  that  two-thirds  of  that  gold 
comes  to  England,  whether  you  buy  or  do  not  buy 
gold  in  India  ?  They  want  it  for  their  profits  here  ?~ 
That  I  did  not  know. 

4788.  If  you  bring  one-third  of  that  gold  to  your 
mint,  that  is,  three-quarters  of  a  million,  one-third 
less   will  come  from  foreign  countries  to   satisfv  the 


requirements  of  the  trade,  so  that  India  does  not 
gain  much  in  gold? — I  do  not  know  much  about  the 
circumstances  of  those  mines. 

4789.  I  think  you  are  mistaken  in  saying  that  there 
is  no  gold  refinery ;  there  is  a  gold  refinery  ? — I 
doubt  it. 

4790.  The  mint  refines  gold  if  you  want  it  and 
gives  you  a  eei-tiflcate  which  is  accepted  by  the 
Bank  of  England  ? — I  think  they  assay  it,  but  I  do 
not  think  they  refine  it ;  that  is  my  recollection. 

4791.  They  assay  it.  Of  ooui'se,  you  are  for 
sovereigns,  whatever  may  be  the  larger  cost  ? — Yes. 

4792.  To  keep  up  the  same  coin  in  the  Empire  ? — 
Yes,  quite  so. 

4793.  I  suppose  if  you  use  mpees  from  the  Gold 
Standard  Reserve  in  India  you  will  have  to  eai-mark 
gold  here  for  the  ouiTcncy  if  it  is  against  exchange. 
You  are  di-awn  upon  by  the  Secretary  of  State  and 
you  have  no  need  to  come  upon  the  Tifeasmy :  you 
borrow  instead  ;  that  is  to  say,  you  give  from  the  silver 
in  the  Gold  'Standard  Reserve  ? — Yes. 

4794.  Then  the  Currency  Resei-ve  will  have  to  be 
augmented  to  that  extent  in  England  by  placing  gold 
in  the  Currency  Reserve  which  is  here  ? — No,  not  the 
CuiTency  Reserve,  the  Gold  Standard  Reserve. 

4795.  No,  you  are  mistaken,  if  you  say  it  is  from 
the    Gold  Standard  Reserve — you   will   have    to   pay 

gold   earmarked  here    to    the    CuiTency   Reserve!' 

You  have  to  pay  the  gold  from  the  Cun-ency  Reserve 
to  the  Gold  Standard  Reserve  in  England,  and  against 
that  you  pay  the  rupees  from  the  Gold  Standard 
Reserve  into  the  Currency  Reserve  in  India. 

4796.  Suppose  no  bills  are  drawn  against  you,  or 
anything  hke  that,  and  yet  India  wants  the  rupees,  you 
have  to  borrow  from  the  silver  portion  of  the  Gold 
Standard  Reserve  and  replace  that  by  gold  from  the 
Currency  Reserve  ? — ^I  do  not  quite  understand. 

4797.  The  Secretary  of  State  does  not  draw  from 
the  Treasury,  and  yet  rupees  are  wiinted  from  the 
CuiTency  Department  ? — Well  ? 

4798.  And   you  have  no  more  rupees   to  give  " 

WeU?  ^       ■ 

4799.  You  borrow  from  the  silver  portion  of  the  Gold 
Standard  Reserve  and  pay  into  the  sUver  portion  gold 
from  the  Paper  Currency  Resei-ve  ? — Quite  so.  We 
can  make  the  payment  in  India,  but  we  should  probably 
prefer  to  do  it  m  England,  because  on  such  an  occasion 
the  Secretary  of  State  usually  sells  Council  biUs  m 
excess  of,  the  requirements  of  the  Home  Treasury. 

4800.  How  would  you  benefit  by  taking  some  of 
the  Gold  Standard  Reserve  from  here  to  India?  I 
suppose  it  is  said  that  a  portion  of  it  may  be  kept 
there  ?— I  do  not  think  I  said  so.  I  said  that  a  por- 
tion of  the  Gold  Standard  Reserve  is  kept  in  India. 

4801.  (Sir  Robert  Chalmers.)  You  said  the  silver 
portion  ?— Yes,  the  whole  of  the  silver  portion  must  be 
m  India.     That  is  all  I  said. 

4802.  (Sir  Sliapurji  Broaeha.)  You  said  that  the 
Secretary  of  State  does  not  interfere  with  the  advice 
given  to  him  by  the  Government  of  India  usuaUy:  he 
weighs  it  and  perhaps  makes  some  suggestion  ?— Did 
I  say  that  ? 

4803.  You  said  that  recommendations  made  by  the 
Government  of  India  are  as  a  rule  accepted  by  the 
Secretary  of  State  with  sometimes  a  suggestion  that 
such  and  such  a  thing  ought  to  be  done,  or  something 

(Mr.  Qillan.)  In  what  connection  ?— Was  it  about 
taxation  ?       ; 

(Sir  Shapurji  Broaeha.)  Yes,  and  other  matters 
(Witness.)  What  I  said  was,  I  think,  that  the 
Government  of  India  make  recommendations  to  the 
Secretary  of  State,  and  the  Secretary  of  State  has 
tull  discretion  to  accept  those  recommendations  or  not 
to  accept  them,  or  to  place  other  suggestions  before  the 
Government  of  India. 

4804.  (Sir  Shapwrji  Broaeha.)  But  you  said  that 
there  are  no  cases  where  the  Secretary  of  State  has  not 
accepted  the  recommendations  of  the  Government  of 
India  ?— I  do  not  +hink  I  said  that 

4805.  Then  I  will  leave  it.  I  want  to  a*k  you  one 
more  question.     If  you  want  to  make  a  gold  currency 
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then  yon  will  give  gold  to  whatever  extent  is  required? 
■ — Yes. 

4806.  Would  you  require  a  gold  standard  or  gold 
currenc;^^?    I  mean  now,  at  the  present  time;     Would 

you  like  in  India  a  gold  standard  or  gold  currency? 

We  have  the  gold  standard,  and  I  want  gold  currency 
in  addition.  I  would  prefer  to  have  gold  currency  in 
addition. 

4807.  Supposing  the  gold  cun-ency  were  given,  it 
nieans  that  whatever  gold  is  asked  to  be  given  must 
be  given? — ^Does  that  necessarily  follow?  All  you 
want  is  that  anybody  who  takes  .his  gold  to  the  Mint 
will  g6t  back  a  sovereign  in  exchange. 

4808.  No,  there  is  a  difference  between"  gold 
currency  ana  a  gold  standard.  With  a  gold  starida:rd 
you  cah"i^e'fiise  the  "gold,  b'tifWith  goia'ciirreHcy  if  you 
refuse  to  give  a  sovereign  for  15  rupees  you  have 
failed  to  maintain  your  cilrreney  ? — If  that  is  so,  all  I 
want  for  the  present  is  the  gold  exchan'ge  standard 
plus  an  obligation  on  the  part  of  the  Government  to 
coin  into  sovereigns  any  gold  presented  for  the  purpose 
at  a  Mint  in  liidia. 

4809.  That  is  quite  different.  If  yoti  introduce  a 
gold  curreiioy  it  means  that' the' Government  put  them- 
selves under  an  obligation  to  give  sovereigns  for  the 
number  of  rupees  tendered.  That  is  a  gold  cumency. 
We  are  now  on  a  gold  standard  and  you  wish  tonavfe  a 
gold  cuiTenCy  ? — No,  if  that  is  the  meaning  you  attach 
to  a  gold  currency  I  Certainly  do  not  want  a  gold 
currency  in  that  sense  at  present. 

4810.  {Sir  James  Begbie.)  With  regard  to  the  silver 
portion  of  the  Gold  Standard  Reserve,  on  one  occasion 
some  years  ago  the  SeCretaiy  of  State  drew  against 
that  reserve,  which  led  to  a  protest  by  the  Government 
of  India.     Do  you  remember  that  ? — Yes. 

4811.  We  have  that  in  the  correspondence.  That 
process  was  repeated  later  on,  in  1910  and  1911,  I 
think  ?— Yes. 

4812.  Can  you  tell  me  under  what  circumstances 
the  reserve  was  drawn  upon  at  that  time  ?— On  pur 
side  we  have  not  got  much  to  say  about  the  transaction. 
It  was  done  expressly  under  the  instructions  of  the 
Secretary  of  State.  If  we  had  not  taken  the  loan,  the 
Secretary  of  State  would  have  been  obliged  to  transfer 
gpld  from  his  Treasury  to  the  Paper  Currency  Reserve 
or  to  tte  Gold  Standard  Reserve. 

4813.  That  was  in  1906  ?— Yes.  , 

4814.  But  in  1910  there  was  no  gold  at  that  time, 
wasthere? — ^Yes. 

4815.  tfas  not  the  reserve  reduced  altogether  by 
Coujicil  bill  sales  ?— ;Yes,  on  that  occasion  upon  which 
the  silver  portion  of  the  reserve  was  reduced  by  an 
increase  in  the  gold  portion  in  Englalnd. 

4816.  That  is  what  I  mean :  that  part  of  the 
reserve  was  .intended  to  supplement  the  reserve  of  the 
rupees  in  the  Currency  Dspartment  ?— rYes. 

4817.  Was  there  any  need,  to  drawupon  that  special 
reserve  in  1910  or  1911  to  supplement  the  rupees  in 
the  Paper  CuBrency  ?— rNo,  it  was  not  wanted  for  that 
particular  reason.  The  point  was  that  we  had  a  large 
number  of  rupees  in  the  Paper  CuiTency  Reserve,  and 
at  one  stage  I  believe  the  Secretary  of  State  thought 
that  we  might  reduce  the  amount  of  rupees  in  the 
silver  branch  of  the  Gold  Standard  Reserve.  So  he 
invested  about  half  the  balances  of  the  silver  resei-ve 
in  gold  securities  in  England.  Then  there  was  some 
correspondence  between  the  Government  of  India  and 
the  Secretary  of:  State  on  the  subject,  and  the  silver 
branch  of  the. reserve  in  India  was  eventually  raised  to 
the  fuU  amount  of  four  millions. 

4818.  You  cannot  give  us  any  further  information 
about  the  reduction  of  the  silver  renei-ve  from  six 
crores  to  three  crores  ?— That  is  all  I  can  tell  you. 

4819.  With  regard  to  the  gold  position  in  1908  in 
the  Paper  OtirreniJy  Reserve,  we  have  heard  a  good  deal 
about  the  question' Whether  gold  held  m  India  would 
support  exchange.  Can  you  tell  us  where  the  gold 
was  issued  in  1908  ?  Was  it  issued  at  the  Presidency 
towns  or  was  it  issued  from  the  District  treasuries? 
—A  good  portion  of  it  was  issued  at  the  Presidency 

towns.  J.     o     T7- 

4820.  And  some  of  it  up-country  ."—I es. 


4821.  So  far  as  it  was  issued  up-country,  that  could 
scarcely  bs  expected  to  be  exported  ? — That  is  so. 

4822.  At  a  time  like  that  do  you  think  it  is  expedient 
to  issue  gold  to  the  general  public  ? — I  think  it  is  better 
to  do  it,  because  in  the  first  place  it  would  help  to  aUay 
any  suspicion  about  the  intentions  of  Government 
to  maintain  its  currency  policy,  and  in  the  second 
place  my  view  is,  as  I  mentioned  before,  that  any 
gold  issued  in  that  way  would  go  to  reduce  the  demand 
for  the  import  of  gold  into  the  country. 

4823.  There  is  no  gold  coming:  into  the  country  at 
that  time  ? — No. 

4824.  Do  you  not  think  it  is  of  more  impoitance  to 
retain  gold  when^  the  exchange  is  adverse  for  the 
purpose  of  maintaining  the  standard? — The  main- 
tenance- of  the  standard  is  imdoubtedly  the  more 
important  function  of  the  gold  in  the  possession  of 
Govenunent.  At  the  same  time,  if  we  do  not  issue 
gold  at  a  time  of  crisi^s  we  would  immediately 
engender  suspicion  in  the  minds  of  the  masses  about 
the  intentions  of  the  Government  with  regard  tq  the 
currency.  In  1908,  as  soon  as  Government  said  that 
they  did  not  want  to  issue  gold,  I  believe  there  was 
an  increased  demand  for  it  at  the  currency  offices. 

4825.  That  was  in  the  Presidency  towns  ? — Yes. 

4826.  With  regard;  to  the  purchase  of  silver  for 
coinage  last  year,  can  you  tell  us  whether  the  plan 
which  was  adopted  to  finance  this  purchase,  that  is  to 
say,  by  the  sale  of  Council  bills,  was  adopted  at  the 
suggestion  of  the  Government  of  India,  or  was  that 
left  to  the  discretion  of  the  Secretary  of  State  P — I 
think  the  suggestion  was  made  by  the  SecretaiHf'  of 
State,  and  the  Government  of  India  did  not  object 
to  it. 

4827.  In  India  the  Paper  Currency  Resei-ves  are 
kept  entirely  apart  from  the  cash  balances  of  the 
Government  of  India  ? — ^Yes,  that  is  so. 

4828.  Do  yoii  know  of  any  reason  why  that  practice 
should  not  be  followed  in  London? — I  think  the  same 
practice  is  followed  in  London  also,  and  that  the 
portion  of  the  currency  reserve  which  is  held  in  London 
is  kept  quite  separate  from  the  balances  of  the  home 
treasury. 

4829.  But  is  it  not  the  case  that  last  year  Council 
bills  were  sold  against  the  currency  reserve  in  India 
and  the  proceeds  of  those  bills  were  put  to  the  cash 
balances  in  London  ? — No,  I  do  ■  not  think  that  would 
have  happened.  '  In  fact,  it  cannot  be  done,  because 
the  Paper  Currency  Reserve  is  undfer  law  something 
quite  distinct,  and  for  that  reason  all  the  money  which 
is  held"  on  account  of  the  Paper  Otirreney  Reserve  in 
England  is  specially  earmarked.  ■   .  > 

4830.  In  the  case  of  loans  which  it  has  been 
suggested  might  come  from  the  Papeit  Cm-rency 
Reserve,  I  assume  that '  you  refer  to  loans  in  India 
only  ? — That  is  so. 

4831.  Not  loans  in  Londoil  froin  the  portion  of  the 
gold  reserve  held  here  ? — No.  All  I  intended  was 
that  those  loans  should  be  given  against  an  actual 
increase  in  the  circulation  of  currency  hotea. 

4832.  {Mr.  Gillom.)  Something  has  been  said  about 
these  cxirrency  chests.  I  only  want  to  ask  in  order  to 
make  it  plain :  The  object  of  establishing  these  currency 
chests  is  not  to  give  facilities  for  encashment  of  notes, 
is  it  ? — No. 

4833.  It  is  merely  what  we  call  a  resource  opera- 
tion ? — That  is  so.  It  is  the  function  of  the  currency 
agencies,  as  I  mentioned,  to  facilitate  the  exchange  of 
currency  notes. 

4834.  About  the  use  to  which  gold  held  in 
India  can  be  put  in  time  of  crisis,  do  you  remember 
how  much  gold  we  had  at  the  beginning  of  the  1907-8 
crisis  ? — No,  I  cannot  give  the  actual  figure,  but  I  have 
he^'d  that  we  lost  about  four  millions  in  India. 

4835.  Was  that  all  we  held  at  the  beginning  of  the 
crisis  ? — Yes,  that  was  apparently  the  case. 

4836.  What  I  wanted  to  get  at  was  this :  There 
was  considerable  discussion  in  the  Government  of  India 
at  the  time,  was  there  not,  as  to  what  should  be  done 
or  should  be  allowed  to  be  done,  with  this  gold  — 
whether  it  should  be  given  to  people  who  wanted  it  for 
use  in  the  country  or  restricted  to  people  who  wanted 
to  remit  it  out  of  the  country  ? — Yes. 
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4837.  Do  you  happen  to  remember  anything  of  the 
di'ift  of  that  discussion  P — So  far  as  I  remember,  the 
Government  of  India  fii'st  wanted  to  restrict  the  issues 
to  meet  bond  fide  demands  on  the  part  of  the  people  of 
the  country  for  a  gold  currency ;  that  is  to  say,  they 
wanted  to  stop  all  issues  which  were  clearly  required 
for  the  purpose  of  export,  and  with  this  object  they 
decided  that  gold  was  not  to  be  issued  from  the 
currency  offices  to  anybody  in  sums  in  excess  of  a 
certain  limit  at  a  time  ;  it  was  probably  lO.OOOi.  at 
one  time.  Then  I  think  eventually  they  thought  that 
it  would  be  safer  to  issue  the  gold  freely  so  long  as 
they  had  it,  because  their  previous  orders  led  to  a 
rush  for  gold  at  the  cmTcncy  offices,  and  their  limit 
was  evaded  by  half  a  dozen  men  from  the  same  bank 
going  to  the  currency  office  and  getting  parcels  of 
10,000Z.  at  a  time. 

4838.  {Mr.  Keynes.)  May  I  ask  a  question?  Are 
we  to  understand  that  at  thg  first  stage  of  the  crisis 
the  Government  deliberately  tried  to  prevent  the 
export  of  gold  and  deliberately  tried  to  force  gold  into 
circulation  ? — No,  it  was  not  exactly  that.  What  the 
Government  did  was  to  prevent  the  gold  which  it  had 
in  its  possession  from  going  out  of  the  country.  That 
is  all  it  tried  to  do.  It  certainly  did  not  try  in  any 
way  to  force  gold  into  circulation. 

4839.  But  it  would  only  issue  gold  to  those  who 
wanted  it  for  circulation  purposes  ? — That  is  so. 

4840.  And  deliberately  withheld  it  from  those 
whom  it  suspected  'of  wanting  it  for  export  purposes  ? 
— Tes,  that  is  the  position. 

4841.  {Mr.  Cfillan.)  For  that  purpose  it  imposed  a 
limit  ? — Tes. 

4842.  Is  that  limit  still  in  force  ? — No,  I  do  not 
think  there  is  any  limit  in  force  now. 

4843.  Is  it  not  the  rule  that  any  applications  for 
over  10,000Z.  in  gold  shall  be  reported  to  the  Comp- 
troller-General ? — They  are  probably  still  reported  to 
the  Comptroller- General,  but  so  far  as  I  know  they  are 
not  reported  for  his  orders.  The  Accountant- General 
can  issue  the  gold,  and  then  he  reports  it  to  the 
Comptroller-General  for  other  purposes. 

4844.  What  is  your  own  feeling  about  these 
alternatives  ?  Supposing  that  this  monsoon  were  to 
fail,  you  would  have  a  lot  of  gold  in  India.  How 
would  you  deal  with  the  situation  ?  Would  you  make 
any  distinction  between  the  gold  taken  for  circulation 
in  the  country  or  for  remittances  abroad  ? — No,  I 
would  not  make  any  distinction. 

4845.  Would  you  simply  give  it  out  to  the  first 
comer  until  your  gold  was  exhausted  ? — Yes,  quite  so. 

4846.  Assuming  that  the  greater  part  of  that  gold 
were  taken  for  some  use  in  the  country — perhaps  I  am 
repeating  a  question  already  put  to  you,  but  I  want  to 
make  it  clear — do  you  regard  that  as  equally  efficient 
in  the  support  of  exchange  as  gold  that  is  sent  home  ? 
—It  may  not  be  equally  efficient,  but  I  think  it  furthers 
the  same  object. 

4847.  The  only  reason  I  think  you  have  given  for 
that  opinion  is  that  pro  tanto  it  goes  to  reduce  the 
imports  of  gold  ? — Tes. 

4848.  Is  that  your  only  reason .' — Tes,  that  is  so; 
and,  of  course,  there  is  the  other  reason  that  it  would 
help  to  allay  any  panic  or  any  suspicion  in  the  minds 
of  the  people  at  large  about  the  intentions  of 
Government. 

4849.  That  I  understand.  As  a  matter  of  fact,  in  a 
time  of  crisis  or  a  bad  season  does  the  import  of  gold 
in  one  shape  or  another  continue  ? — Taking  the  year  as 
a  whole  I  think  it  must  continue,  b3cause  some  amount 
of  gold  must  be  absorbed  for  use  in  arts. 

4850.  For  one  reason  or  another  ? — Tes. 

4851.  The  import  of  gold  you  think  is  always  going 
on  ? — ^I  thmk  so. 

{Mr.  GiUan.)  May  we  have  a  figure  for  that,  Mr. 
Chairman?  I  think  we  must  have  it  at  some  time. 
Can  we  have  it  now  ?  I  have  no  doubt  we  can  get  it 
from  somewhere. 

{Chairn'Mn.)  Can  the  witness  give  us  the  figures  ? 
1  do  not  mean  at  this  moment,  but  cau  he  hand 
them  in  ? 

(Witness.)  1  think  I  could. 


4852.  {Chairman.)  The  Secretary  will  get  them.* 
{To  the  witness.)  In  reference  to  the  question  just  asked 
you,  do  I  understand  that  the  import  of  gold  which  you 
expect  to  take  place  into  India  in  a  time  of  crisis,  and 
which  you  think  might  be  lessened  or  reduced  by  having 
a  larger  amount  of  gold  in  circulation,  is  an  import  of 
gold,  not  for  cun-ency  or  for  exchange  purposes,  but  as 
merchandise  ? — It  may  be  for  both  purposes.  If  the 
people  can  get  the  gold  required  for  internal  circula- 
tion from  the  currency  offices  there  may  be  a  smaller 
demand  on  their  part  for  imported  gold  for  a  similar 
purpose.  Of  course,  in  a  crisis  like  the  one  we  had  in 
1908,  the  demand  for  ^currency  will  naturally  be 
reduced. 

4853.  {Sir  Robert  Chalmers.)  May  I  ask  one  question 
as  regards  the  location  of  the  balances  in  London  ?  In 
respect  of  the  Gold  Standard  Reserve,  I  think  I  under- 
stood you  to  say  that  that  is  located  in  London  in  the 
interests  of  India  ? — Tes. 

4854.  Tou  are  very  clear  about  that  F — Tes. 

4855.  And  as  regards  the  raising  of  loans  in  this 
country,  I  think  you  expressed  the  opinion  that  every 
penny  that  can  be  raised  in  India  is  raised  in  India  ? — 
Tes.  Of  course,  that  is  the  view  of  the  people  on 
whose  advice  we  depend  when  raising  our  loans  in  the 
Indian  market. 

485'6.  What  is  your  main  reason  for  keeping  the 
Gold  Standard  Reserve  in  London  ?  Would  it  be  this 
sort  of  ground,  that  it  is  in  London  that  the  payments 
have  to  be  made  for  which  the  Gold  Standard  Reserve 
exists  ? — Tes,  that  is  so. 

4857.  Suppose  you  kept  it  in  India  you  would  not 
have  secured  that  object  ? — Not  exactly.  Supposing  we 
kept  it  in  India,  and  then  a  crisis  happened,  and  the 
Secretary  of  State  was  compelled  to  stop  selling  Council 
bills  in  India,  then  he  would  require  money  to  pay  the 
Home  charges,  and  the  Government  of  India  would  be 
compelled  to  ship  its  gold  to  the  Secretary  of  State. 

4858.  It  would  be  an  extravagant  method  of  doing 
the  thing  which  you  aim  at  doing  by  the  better  method 
which  you  described  first  ? — Quite  so. 

4859.  And  in  aU  those  matters  of  the  location  of 
balances  and  the  application  of  balances  is  it  your 
own  private  opinion  that  the  one  object  studied  has 
been  the  interests  of  India  ? — I  think  so  myself. 

4860.  {Sir  James  Begbie.)  May  I  ask  one  question 
as  regards  the  question  asked  by  Sir  Robert  Chalmers  ? 
Tou  said  that  if  the  Secretary  of  State  could  not  sell 
Council  bills  they  would  have  to  ship  gold.  The 
Government  can  buy  their  own  drafts  against  the 
Gold  Standard  Reserve  in  London,  can  they  not  ? — ^I 
do  not  understand  the  question.  It  would  be  just  the 
other  way.  In  a  crisis  people  would  want  to  pay  in 
rupees  in  India,  and  would  want  to  obtain  gold  in 
London. 

4861.  Tes,  but  I  am  talking  about  the  Govern- 
ment's own  remittances.  Supposing  the  Secretary  of 
State  is  not  able  to  seU  drafts  in  London  on  India ;  in 
that  event  you  said  that  the  Government  of  India 
would  have  to  send  home  gold,,  but  would  the  same 
effect  not  be  arrived  at  if  the  Government  of  India 
bought  their  own  drafts  agamst  the  Gold  Standard 
Reserve  ?— I  do  not  see  exactly  how  it  would  help  them 
in  getting  any  money  in  England.  The  demand  then, 
so  far  as  the  Government  is  concerned,  is  for  more 
money  in  England,  and  in  case  of  a  crisis  I  do  not  see 
how  the  Government  could  get  that  money  m  England 
without  actually  shipping  gold,  if  it  kept  the  gold 
portion  of  the  Gold  Standard  Reserve  in  India. 

4862.  In  1908  the  Government  sold  bills  in  India 
agamst  the  Gold  Standai-d  Reserve  in  London  ?— Tes. 

4863.  The  Government  then  did  not  buy  their  own 
drafts  against  that  reserve,  did  they  ? No. 

4864.  They  could  have  done  so  if  they  had  the 
money  in  India  ?— No.  I  do  not  quite  understand  the 
question.  In  1908  what  the  Government  did  was 
this;  they  took  rupees  in  India  and  gave  di-afts  on 
London. 

4865.  That  is  to  say,  to  the  public?— Tes,  to  the 
pubhc.  If  the  Secretary  of  State  wanted  to  take 
back  those  drafts  it  would  not  have  helped  him  in  any 
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way  so  far  as  the  balances  in  tlie  home  treasury  went. 
What  the  Secretary  of  State  wanted  was  more  money, 
and  these  drafts  created  a  liability  on  him.  They 
increased  the  payments  from  the  home  treasury. 

4866.  Tes,  but  the  Gold  Standard  Reserve  exists 
for  the  purpose  of  meeting  a  case  like  that,  does  it 
not  ? — ^I  understand  the  assumption  is  that  the  Gold 
Standard  Reserve  was  to  be  transferred  to  India.  If 
the  Gold  Standard  Reserve  remained  in  England,  of 
course  the  Secretary  of  State  could  have  sold  the 
securities  of  the  Gold  Standard  Reserve.     That  would 


have  depleted  the  money  ia  the  Gold  Standard  Reserve 
temporarily  But  I  think  the  point  was,  if  the  mo-iey 
in  the  Gold  Standai-d  Reserve  was  transferred  to  India, 
what  would  happen  in  the  case  of  a  crisis. 

4867.  (Sir  Bohert  Chalmers.)  That  was  exactly  the 
point  I  wanted  to  put  to  you — as  to  the  Tjolicy.  Tou 
answered  that  in  the  interests  of  India  it  was 
desirable  to  keep  the  Gold  Standard  Reserve  here  ? — ■ 
Quite  so. 

4868.  The  balances  were  dealt  with  in  the  interests 
of  India  here  ^ — Tes. 


The  witness  withdrew. 


At  the  India  Office,  Whitehall,  S.W. 
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Lord  Fabek. 
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Mr.  Henet  Neville  Gladstone. 
Mr.  John  Matnaed  Kbtnes. 

Mr.  Basil  P.  Blackbtt  (Secretary). 


Mr.  James  N.  Geaham  called  and  examined. 


4869.  (Chairman.)  I  think  you  represent  the  Bom- 
bay Chamber  of  Commerce  ? — Well,  I  can  scarcely  say 
that  I  represent  the  Bombay  Chamber  of  Commerce. 
I  believe  they'were  good  enough  to  give  my  name,  but 
my  connection  with  the  Chamber  of  Commerce  is  of 
very  old  date. 

4870.  Win  you  give  me  very  briefly,  so  that  we  may 
have  it  on  the  record,  the  nature  of  your  association , 
with  India  ? — It  is  now,  I  am  sorry  to  say,  about 
45  years  siuce  I  went  to  India,  but  I 'have  been  closely 
connected  with  commerce  all  that  time,  and,  in  fact,  I 
may  say  that  my  firm  is  one  of  the  largest  in  India, 
and  has  very  large  financial  transactions  both  as 
regards  exports  and  imports. 

4871.  I  think  you  wish  your  views  to  be  taken  as 
personal  to  yourself  and  not  to  be  considered  as 
delivered  on  behalf  of  your  firm  ? — That  is  so. 

4872.  Are  you  in  favour  of  the  establishment  of  a 
central  or  State  bank  for  India  ? — I  assume  that  the 
constitution  of  such  a  bank  has  been  carefully  con- 
sidered and  is  looked  upon  as  not  only  practical  but 
practicable ;  and  it  is  in  that  sense  that  I  would  answer 
any  question  put  to  me  on  that  subject.  Provided  that 
it  is  practical  and  practicable,  I  certainly  would  be  in 
favoiir  of  its  institution  being  very  fully  considered. 

4873.  What  is  your  idea  of  the  business  which  such 
a  bank  ought  to  transact  ? — I  am  not  a  banker,  but  I 
should  say  that  the  Government  of  India,  like  anybody 
else,  requires  a  banker,  and  should  not  be  its  own  Bank. 
For  instance,  to  become  money-lenders,  that  is  to  say, 
in  other  words,  a  Bank,  is  not  a  suitable  function  for 
a  Government.  That  is  the  view  I  take  of  it,  and 
therefore  a  Bank  would  be  more  suitable  to  do  the 
banking  business  of  the  Government. 

4874.  In  the  banking  business  you  would  include,  I 
understand  from  what  you  have  just  said,  the  loaning 
out  of  any  balances ;  that  is  to  say,  you  contemplate 
that  the  Government  of' India  would  keep  its  balances 
with  the  bank,  and  that  the  Bank  would  use  them  as 
they  thought  fit? — ^I  am  not  intimately  acquainted 
with  how  the  Bank  of  England  carry  on  such  opera- 
tions, but  I  should  regard  these  balances  as  being  in 
very  much  the  same  position  as  the  public  deposits 
in  this  country  in  the  Bank  of  England. 

4875.  Would  you  give  to  the  bank  the  management 
of  the  currency — ^the  note  circulation  ? — I  should  think 
that  would  naturally  become  one  of  its  functions. 


4876.  And  the  exchange  business,  or  that  part  of 
exchange  business  which  is  at  present  done  by  the  sale 
of  Council  bills  ? — Tes,  I  should  say  so,  under  instruc- 
tions from  the  Council. 

4877.  Do  you  contemplate  that  it  would  do  general 
banking  business  throughout  India? — -That,  of  course, 
is  a  very  big  question.  I  have  thought  a  good  deal  of 
how  it  would  be  constituted  in  India,  and  I  should 
think  there  were  considerable  diflficulties  connected 
with  that,  not  insuperable,  but  at  any  rate  difficulties 
that  require  very  great  consideration. 

4878.  Tou  contemplate,  I  understand,  that  the 
Government  would  be  represented  on  the  board  of 
directors  of  the  bank  ? — Tes,  I  should  think  so. 

4879.  But  the  majority  of  the  directors  would  be 
representatives  of  the  shareholders,  and  unofficial  ?— 
Tes,  certainly. 

4880.  Do  you  think  such  a  bank  should  be  formed 
by  some  amalgamation  and  possibly  extension  of  the 
three  Presidency  banks,  or  that  it  should  be  an  entiraly 
new  institution,  so  to  say,  superimposed  upon  them  P — 
What  passed  through  my  mind  was  that  it  would  be  a 
new  departure  absorbing  the  Presidency  banks. 

4881.  Do  you  think  that  the  local  needs  of  the 
people  of  India  would  be  as  well  met  by  one  centralised 
institution  of  that  kind  as  they  are  by  the  three 
Presidency  banks  ? — ^I  should  think  that  the  Presidency 
banks  would  stUl  continue  to ,  perform  their  functions 
within  their  spheres,  and  that  the  central  bank,  where- 
ever  its  headquarters  might  be,  would  have  a  directing 
power.  But  I  cannot  talk  as  a  banker;  I  can  only 
talk  theoretically  on  subjects  of  that  kind. 

4882.  In  that  case  you  think  that  something  in 
the  natui-e  of  a  local  board,  at  any  rate,  would  be 
required  in  the  separate  Presidencies  in  order  to 
provide  sufficient  knowledge  ? — Tes,  I  should  think  so. 
India  is  too  large  a  country  for  the  concentration  of 
all  the  executive  work  at  one  centre. 

4883.  Tou  have  already  said  that  your  fiii-st  reason 
for  desiring,  if  it  were  practical,  the  establishment  of 
such  a  bank  is  to  relieve  the  Government  of  banking 
duties  ? — Tes,  and  not  only  to  relieve  the  Government, 
but  to  relieve  the  Government  officials  of  duties  which 
I  do  not  think  are  within  their  sphere. 

4884.  Apart  from  that,  have  you  other  reasons 
why  you  think  that  the  establishment  of  a  central 
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bank  would  be  desirable  ? — I  do  not  know  on  the  spur 
of  the  moment  that  I  can  suggest  anything. 

4885 .  I  will  ask  you  one  or  two  specific  questions. 
Do  you  think  that  such  a  bank  would  secure  in  the 
form  of  deposits  much  of  the  treasure  now  hoarded  in 
India ;  in  other  words,  would  it  get  out  of  India  an 
addition  to  the  banking  capital  of  India  ? — That 
entirely  depends.  1  should  say  that  it  came  within 
the  functions  of  the  Presidency  banks,  under  the 
direction,  of  course,  of  the  head  Bank,  to  organise  a 
system  throughout  their  spheres  of  establishing  credit, 
because  in  India  it  is  a  matter  of  confidence  and 
credit  to  get  these  hoards  out.  A  native  will  not 
bring  his  money  to  a  bank  unless  he  is  absolutely 
confident  that  he  will  get  it  again.  That  has  been  so 
from  time  immemorial,  certainly  for  the  last  40  or  50 
years,  to  my  knowledge.  The  natives  put  away  their 
money  in  the  ground  because  they  can  find  it  there 
again. 

4886.  As  far  as  they  are  prepared  to  bring  out 
their  money  at  all  and  entrast  it  to  anyone,  do  you 
think  that  want  of  confidence  in  the  Presidency  banks 
prevents  their  doing  so  at  the  present  time  ? — I  cannot 
say  at  the  present  time,  because,  except  as  a  visitor, 
I  have  not  been  closely  in  touch  with  India  for,  a  good 
many  years,  but  I  certainly  think  that  it  is  the  case 
that  natives  will  not  readily  trust  their  money  to 
anybody  else  except  to  themselves. 

4887.  But  you  think  if  a  State  bank  were  established 
they  would  have  sufficient  confi,dence  in  that  to  entrust 
their  money  ,to  it  ? — I  think  they  would ;  and  what 
I  have  in  my  mind  is  the  Scotch  banking  system, 
which  is  a  wonderful  illustration  of  what  can  be  done 
throughout  a  country  by  local  institutions  which  get 
the  confidence  of  the  surrounding  people. 

4888.  I  was  wondering  whether  the  mere  fact  that 
the  bank  was  called  a  State  bank  and  had  certain 
intimate  relations  with  the  Grovemment,  including  at 
least  one  Government  director  on  the  board,  would 
appeal  to  the  native  mind  as  giving  a  security  different 
in  kind  or  amount  from  that  which  was  given  by  such 
old  institutions  as  the  present  Presidency  banks  ? — I 
think  the  fact  that  it  was  a  State  bank  might.  I  do 
not  think  the  personnel  would  come  before  the  people 
depositing  their  money,  but  the  fact  that  it  was  a 
State 'bank  would  certainly  give  confidence,  and  that 
Confidence  would  grow  when  they  found  that  they 
could  take  their  money  and  get  it  whenever  they 
wanted  it  again,  and  get  it  with  something  a  little 
more  than_  they  had  put  in.  Confidence  would  grow, 
but  it  would  take  time,  no  doubt. 

4889.  I  think  you  said  you  would  transfer  to  such  a 
bank,  if  it  were  established,  the  exchange  business,  so 
far  as  it  dealt  with  the  sale  of  Council  bills  and 
transfers.  That  is  so,  is  it  not  ?—  Tes,  that  is  so, 
because  I  have  always  thought  that  the  Council  drafts 
might  be  regulated,  not  only  for  the  convenience  of  the 
Government,  but  for  the  convenience  of  the  general 
public.  I  put  some  views  of  that  kind  before  Lord 
Salisbury  so  long  ago  as  1876 — it  is  an  old  story — and 
suggested  that  the  Council  drafts  should  be  allocated 
more  or  less  throughout  the  year,  and  available 
throughout  the  year,  to  meet  what  were  found  to  be 
the  general  requirements  of  the  trade,  &c. 

4890.  I  will  return  to  that  in  a  moment,  but  may  I 
first  ask  you  whether  you  would  allow  the  State  bank 
to  compete  with  the  exchange  banks  for  general 
exchange  .'* — No,  I  should  say  not. 

4891.  Tou  would  confine  it  to  drawings  to  meet  the 
needs  of  the  Secretary  of  State .'' — Tes. 

4892.  If  it  was  decided  to  establish  such  a  bank, 
you  have  already  told  us  how  you  would  deal  with  the 
Government  of  India  balances,  but  suppose  it  were 
decided  not  to  establish  such  a,  bank,  have  yon  any 
criticism  to  make  on  recent  management  ? — It  seems 
to  me  that  what  the  Indian  Government  want  in  this 
country  are  bankers  rather  than  a  Bank  of  their  own. 
They  have  certain  disbursements  to  make  ;  they  have 
their  ordinaiy  disbursements,  and  disbursements  for 
the  purchase  of  sUver,  and  for  creating  what  may  be 
absolutely  essential  and  necessary  as  a  Eeserve  fund. 
These  ai'e  all  disbursements  which  they  have  to  make 
or  to  provide  for,  and  it  seems  to  me  that  that  can  be 


done  by  a  Bank  more  legitimately  than  by  Government 
officials. 

4893.  But  hitherto  the  Government  have  had  to  do 
it  -^That  is  true. 

4894.  And,  as  you  say,  as  long  ago  as  1876  you 
made  representations  to  Lord  Salisbury,  then,  I  think, 
the  Secretary  of  State,  on  the  subject  ?^-Tes,  as 
regards  Council  drafts  more  particularly,  which  had 
been  very  badly  managed  previously. 

4895.  And  following  thereupon  there  was  an 
improvement,  in  your  opinion  ? — Three  weeks  after  my 
letter  went  in,  some  of  the  changes  suggested  were 
adopted. 

4896.  Have  you  any  further  changes  to  suggest  as 
a  result  of  your  later  experience  P — The  only  one 
which  was  not  adopted — at  least,  I  think  it  was  the 
only  one  which  was  not  adopted — was  what  I  have 
ah-eady  referred  to — a  kind  of  allocation  of  Council 
di'afts  over  the  year  according  to  what  might  be 
considered  convenient  both  for  the  Government  and 
for  the- public. 

4897.  Is  not  that  done  now  ?  I  think  it  would  be 
the  contention  of  the  Secretary  of  State  that,  subject 
to  the  necessities  of  the  Indian  Government,  and  to 

•  taking'  security  as  far  as  he  can  that  he  shall  be  able 
to  meet  them  in  the  course  of  the  year  in  which  they 
fall  due,  he  does  manage  his  business  in  the  light  of 
the  interests  of  trade  ? — I  have  no  exception  to  take  to 
the  management  as  it  has  been  carried  on ;  we  are 
talking  rather  of  principles  as  to  how  it  should  be 
carried  on  than  the  practice  which  has  existed.  I 
should  think  probably  it  has  been  very  well  managed 
so  far  as  the  present  system  admits. 

4898.  Tou  have  no  particular  observations  to  make 
on  the  size  of  the  balances  in  recent  years,  either  in 
London  or  India? — I  have  not  studied  what  these 
balances  have  been,  but  I  certainly  think  that 
umiecessarily  large  floating  balances  kept  in  this 
country  are  not  desirable  under  the  circumstances ; 
that  the  Government  collects  its  taxes  in  India,  and  to 
transfer  that  money  here  and  to  keep  it  unnecessarily 
is  not  a  sound  system. 

4899.  Have  you  looked  into  the  use  of  the  balances 
sufficiently  to  say  that  in  your  opinion  money  has  been 
unnecessarily  brought  here  ? — No,  I  have  not. 

4900.  I  presume  you  would  agree  that  supposing 
the  revenue  turns  out  more  favourably  than  is 
expected,  and  there  is  a  considerable  balance,  it  is 
reasonable  for  the  Secretary  of  State  to  bring  that 
balance  to  this  side  to  meet  capital  expenditure  for 
which  he  would  otherwise  have  to  bon-ow  ?■ — Tes, 
certainly. 

4901.  Tou  would  not  recommend  that  a  sm'plus 
should  be  distributed  in  the  form  of  a  reduction  of 
taxation  unless  it  were  a  permanent  surplus,  I  suppose 
— unless  it  were  one  upon  which  you  could  count  in 
subsequent  years  ?— Would  it  not  foUow  that  in 
budgeting  for  the  following  year  the  Indian  Govern- 
ment would  either  take  credit  possibly  for  another 
windfall  of  the  same  kind,  or  for  what  might  be  con- 
sidered a  permanent  increase  in  the  revenue  of  the 
countiy  ? 

4902.  Of  course,  in  any  particular  circumstances  it 
might  be  right  to  do  it,  or  it  might  not ;  that  would 
depend  upon  the  particular  circumstances.  All  I 
asked  was,  supposing  that  the  Government  felt  that 
the  surplus  was  a  windfall,  to  use  your  own  word, 
which  would  not  be  repeated,  you  would  not  recommend 
a  remission  of  taxation  which  could  only  hold  good  for 
one  year  with  the  necessity  of  re-imposing  a  tax  in  the 
following  year  .P— No.  If  I  may  speak  from  a  business 
pomt  of  view,  I  would  be  rather  inclined  to  put  the 
windfall  into  a  reserve. 

4908.  Is  not  that  what  the  Secretary  of  State  does  ? 
— Do  you  mean  in  investing  it  ? 

4904.  "Well,  in  using  it  for  development  works,  for 
railways  or  irrigation  ? — lam  entirely  in  favoui-  of  that. 

4905.  The  reason  why  he  has  brought  these  balances 
—these  large  sums— over  here  is  because  in  normal 
times,  and  without  the  balances,  he  is  a  constant  bor- 
rower here.  If,  therefore,  he  has  a  windfall  in  a 
particular  year,  or  in  a  series  of  years,  could  he  make 
a  better  use  of  it  than  bringing  it  over  here  to  meet 
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expenditure  for  which  he  would   otherwise  have  to 
borrow  ?     In  other  words,  could  he  make  a  better  use 

of  it  than  using  it  to  prevent  the  creation  of  debt  ? 

Have  I  not  answered  that  question  ah-eady  ?     The ' 
money  woiild  be  there,  whether  it  is  in  India  or  here, 
and  available  for  that  purpose,  and  it  would  be  a  matter 
of  conven^noe,  I  should  say,  whether  it  was  held  in 
this  country  or  in  India. 

4906.  Suppose  the  Secretary  of  State  had  larger 
balances  in  India,  or  that  there  was  a  sui-plus  in  his 
existing  balances,  do  you  think  it  would  be  desirable 
for  him  to  loan  out  the  sui-plus  in  India  in  somewhat 
the  same  way  as  he  has  lent  out  temporary  surpluses 
here  in  London? — No,  I  do  not  think  Government 
should  do  that.  I  think  that  should  naturally  go 
through  a  Bank.  Is  not  the  system  now  that  the 
Presidency  banks  receive  the  balances  of  Government  ? 

4907.  They  receive  a  portion.  They  always  have 
a  good  deal  of  Government  money,  but  at  the  same 
time  there  is  a  good  deal  of  money  in  Government 
treasuries  at  certain  periods  of  the  year,  and  it  has  been 
suggested  that  at  the  busy  months  of  the  year  the 
Indian  Government  might  lend  that  money  on  the 
Indian  money  market  ? — Would  it  not  be  better  for 
them  to  let  the  Presidency  banks  have  it  ?  I  was  con- 
nected at  one  time  with  the  Bank  of  Bombay — I  think 
I  was  chairman  at  the  time — ^and  I  remember,  I  do  not 
know  whether  it  was   the  Secretary  of   State  or  the 

'  Finance  Minister,  trying  to  comer  the  money  market 
of  India  in  order  to  raise  the  rate  of  exchange  for 
Council  drafts.  That  is  not  an  incident  which  is  likely 
to  recur,  I  should  think,  but  that  is  an  actual  fact. 

4908.  Supposing  the  Government  o'f  India  made  a 
practice  whenever  it  could  of  lending  additional  sums 
to  the  Presidency  banks  in  the  busy  season  of  the 
year  ;  let  us  suppose  that  they  had  been  able  to  do  that 
for  three  or  four  years  running,  and  then  came  a  year 
of  strain  and  stress  in  which  they  were  unable  to  make 
any  loan,  what  would  be  the  effect  of  that  upon  trade  ? 
— In  whichever  way  it  was,  the  effects  on  trade  must 
be  very  serious,  but  I  do  not  see  how  it  would  make 
any  difference  that  they  had  benefited  trade  at  one 
time  and  that  they  could  not  do  it  at  another  time. 
Trade  would  have  to  look  after  itself. 

4909.  A  suggestion  has  been  made  that  if  they  had 
done  it  for  two  or  thi-ee  years  trade  would  have  come 
to  count  upon  it,  and  when,  after  that  period,  it  was 
not  done,  the  effect  upon  trade  would  be  much  more 
serious  and  disastrous  than  if  it  had  never  been  done 
at  aU  ? — I  think  trade  would  look  after  itself. 

4910.  I  go  to  another  subject.  The  Secretary  ^f 
State  has,  of  course,  very  heavy  demands  to  meet  in 
London,  and  they  are  growing  as  he  borrows  more 
money.  Do  you  think  he  could  lessen  the  strain  by 
borrowing  more  largely  in  India.'  I  do  not  know 
whether  you  can  speak  with  authority  upon  that 
question  ? — I  do  not  think  I  can  speak  with  authority, 
but  from  my  knowledge  of  India  I  should  always 
advocate  that,  if  loans  can  be  raised  in  India,  the  money 
should  be  obtained  there  rather  than  in  London. 

4911.  Btit  you  would  not  like  to  express  a  confident 
opinion  as  to  whether  he  should  bon-ow  more  largely 
than  he  has  done  in  India? — No;  there  are  mtich 
better  opinions  obtainable  than  mine  on  this  subject. 

4912.  I  gather  from  what  you  have  already  said 
that,  assuming  the  Secretary  of  State  is  to  deal  himself 
with  Council  biUs  and  transfers  as  at  present  he  has  to 
do,  you  favour  his  practice  of  selling,  not  merely  to 
meet  his  own  requirements,  but  as  far  as  he  can  up  to 
the  requirements  of  trade  ?— No.  I  would  not  advocate 
his  selling  more  than  he  requires  for  his  disbursements 
and  possibly  for  other  purposes,  such  as,  for  example, 
if  it  were  desirable  to  increase  the  reserve  fund  in  this 

country.  ■-,     . 

4913.  Taking  his  own  needs  m  the  widest  way,  you 
would  say  that  he  should  seU  to  the  extent  of  those 
needs  but  no  fui-ther  ?— Tes,  that  is  the  docti-inaire 
view  which  I  would  take.  Whether  or  not  a  little 
elasticity  should  be  allowed  in  that— whether  he  should 
sell  at  higher  and  higher  i-ates— I  am  not  prepared  to 
say  offhand.  That  is  an  open  question  ;  but  cei-tamly  as 
•i  rule— there  might  be  exceptions— I  should  think  that 
he  should  sell  to  meet  his  own  legitimate  requirements 


4914.  Do  you  think  that  they  would  be  generally 
held  in  India  ? — I  do  not  know. 

4915.  What  is  your  objection  to  his  selling  to  meet 
the  needs  of  the  trade  in  addition  to  his  own  require- 
ments, if  he  can  do  it  without  inconvenience  ? — I  think 
myself  that  trade  had  better  look  after  itself,  and  that 
if  the  money  that  has  been  collected  in  taxes  is  through 
banking  channels  put  at  the  disposal  of  trade  that  is 
quite  sufficient. 

4916.  I  think  that  you  have  always  been  in  favour 
of  the  creation  of  a  gold  reserve  ? — Tes. 

4917.  And  you  thought  that  the  creation  of  a 
gold  reserve  necessitated  the  restriction  of  the  free 
coinage  of  silver  ? — Tes  ;  in  fact,  I  may  say  that  I  go 
back  to  the  year  1876,  when  for  some  six  years  the 
great  battle  of  the  mono-metalUsts  and  the  bi-metallists 
had  been  raging ;  and  I  do  not  know  whether  I  was 
the  fii'st  or  not,,  but  I  then  put  forward  the  necessity 
of  creating  a  gold  reserve,  and  the  consequent 
necessity  of  restricting  the  coinage  of  silver.  I'  do 
not  know  that  anybody  else  had  proposed  that  before 
I  did  so  myself; 

4918.  Looking  back  on  what  has  happened  since 
those  steps  were  taken,  you  see  no  reason  to  modify 
the  opinions  you  have  expressed  ? — None  whatever. 

4919.  In  connection  with  these  changes,  I  think 
you  advocated  the  opening  of  a  mint  for  the  free 
coinage  of  gold  ? — Tes. 

4920.  And  you  recommended  that  the  coin  should  be 
the  sovereign? — Not  necessarily  the  sovereign,  but  a 
coin  identical  with  the  sovereign. 

4921.  In  weight  and  fineness  ? — Tes. 

4922.  Will  you  tell  me  shortly  why  you  advocate 
the  opening  of  a  mint  for  the  coinage  of  gold  in  India  ? 
— There  is  nothing  novel  in  that  idea  at  all.  In  1835 
the  Government  had  dies  for  gold  mohurs.  I  forget 
what  the  value  of  the  mohur  was,  but  I  have  one  in 
my  pocket.  Again,  in  1870,  the  Government,  without 
consulting  anybody,  so  far  as  I  can  remember,  took  it 
into  their  head  that  they  were  going  to  introduce,  I 
suppose,  bi-metallism  into  India,  and  they  sent  out 
the  dies  for  10-rupee  and  5 -rupee  pieces.  That  was 
in  1870.  There  were,  I  think,  only  30  of  the  10-rupee 
pieces  coined ;  I  have  one  with  me  at  present.  That 
was  the  date  when  the  great  revolution  took  place 
both  in  trade  and  in  money  by  the  opening  of  the 
Suez  Canal,  and  owing  to  the  results  of  the  Franco- 
German  War,  and  so  the  dies  were  luckily  put 
on  the  shelf,  and  were  never  used  any  further,  because 
had  it  been  attempted  to  put  a  10-rupee  piece  in 
circulation  it  would  very  soon  have  disappeared. 

4923.  Where  would  it  have  gone ;  would  it  have 
been  melted  down,  or  hoarded,  or  what? — ^It  would 
have  been  melted. 

4924.  But  you  think  that  a  sovereign,  or  the 
equivalent  of  a  sovereign,  would  not  be  ? — If  it  is  called 
a  sovereign  or  a  mohur.  or  whatever  it  may  be,  it  has  in 
India  its  market  value.  If  you  give  it  a  fixed  i-upee  value 
you  get  into  all  the  difficulties  of  bi-metalUsm. 

4925.  I  do  not  think  you  have  yet  told  me  why 
you  want  a  mint  opeited,  except  that  you  said  it  was 
an  old  idea? — Merely  for  public  convenience.  I  do 
not  think  that  is  a  very  important  consideration.  It  is 
a  matter  of  public  convenience  that  anyone  who  has 
gold  bullion  in  any  shape  might  go  to  the  mint  and 
get  it  coined. 

4926.  Do  you  think  that  much  gold  would  be  taken 
to  the  mint  in  -India  if  there  were  a  mint  ? — I  do  not 
know.  I  think  I  rather  founded  my  idea  on  the  fact 
that  preceding  Governments  of  India  had  contem- 
plated coining  gold,  and  I  did  not  know  of  any  objection 
or  difficidty.  If  there  are  difficulties  or  objections, 
then  the  sovereign  is  a  very  excellent  coin,  and  might 
do  all  that  is  required. 

4927.  Is  there  any  difficulty  in  getting  sovereigns 
if  people  want  them  in  India  now? — I  have  only  in 
recent  years  been  there  as  a  visitor,  and  now  I  have 
been  very  glad  to  find  that  sovereigns  pass  freely  and 
are  easily  obtainable. 

4928.  Tour  desire,  I  gather,  is  to  see  a  gold  currency 
as  far  as  possible  estabhshed  ? — No,  I  do  not  think  that 
matters  very  much.  I  should  like  to  see  it  so  far 
ciirrent  that  you  could  always  change  a  gold  coin  - 
for  instance,  not  to  take  a  sovereign  to  get  your  ticket 
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at  the  station  and  be  offered  10  rupees  for  it,  as  you 
were  long  ago. 

4929.  On  the  other  hand,  if  people  can  be  induced 
to  use  paper  currency  you  see  no  objection? — No 
objection  at  all.  In  fact,  I  think  that  it  is  quite 
possible  that  if  there  were  a  Bank  such  as  we  have  been 
talking  about — ^this  maybe  theoretical — there  miehtbea 
gold  paper  currency  ae  well  as  a  silver  paper  currency. 

4930.  Would  it  be  an  unfair  inference  fr'om  what 
you  have  said  that  on  the  whole  your  reasons  for 
favouring  the  opening  of  a  mint  in  India  ai'e 
sentimental  rather  than  practical  ?  I  do  not  say  they 
are  any  the  worse  for  it  ?  — I  do  not  admit  that  they 
are  sentimental.  I  merely  adopted  them  because  I 
thought  it  might  be  a  convenience  to  the  public. 

4931.  As  regards  the  gold  standard  reserve,  have 
you  any  observations  to  make  upon  that? — Do  you 
mean  as  to  where  it  should  be  located  ?  ^ 

4932.  Tes ;  in  the  first  place,  where  should  it  be 
kept  ? — 1  think  the  best  place  to  keep  a  i-eserve  is  the 
place  where  it  will  be  required  for  the  contingencies 
against  which  it  provides,  and  therefore  I  should  say 
that  is  in  London. 

4933.  Have  you  any  view  as  to  the  amount  which 
it  should  reach?  It  is  fed  from  certain  sources. 
Would  you  continue  to  feed  it  with  the  whole  of  those 
sources  until  it  reaches  some  fixed  amount  ? — ^I  think 
that  is  a  question  upon  which  the  Government  should 
get  the  expert  advice  of  bankers  and  others,  which 
would  be  more  valuable  than  mine. 

4934.  Ton  would  say,  therefore,  that  it  was  also 
leather  a  question  to  put  to  bankers  as  to  what 
proportion  of  the  reserve  should  be  held  in  actual  gold 
and  how  the  rest  should  be  treated  ? — 1  should  say 
that  there  certainly  should  be  a  resei-ve  which  is  held 
permanently  in  gold  on  certain  conditions,  that  is 
to  say,  it  is  held  against  certain  contingencies,  and  only 
available  for  use  shoidd  those  contingencies  arise. 

4935.  What  are  the  contingencies  which  you 
contemplate  specially? — For  instance,  we  have  had 
experience  of  famines,  and  difficulties,  when  it  would 
not  be  desirable  to  force  Council  drafts  on  the  market, 
and  under  such  circumstances  it  might  be  desu-able 
to  trench  on  the  gold  Reserve. 

4936.  Tfiu  would  use  it  as  a  reserve  for  the 
maintenance  of  the  exchange  value  of  the  rupee;  is 
that  your  meaning  ? — Not  exactly  that,  but  to  prevent 
enforced  sale  of  Council  drafts  in  this  country. 

4937.  In  an  unfavourable  market  ? — Tes. 

4938.  The  effect  of  that  enforced  sale  would  be  to 
depreciate  the  exchange  value  of  the  rupee,  would  it 
not  ? — Yes.  I  should  think  just  now,  for  instance, 
supposing  the  Council  were  to  offer  100  lakhs  of 
Council  drafts  and  make  no  restriction  as  to  the  rate 
at  which  they  were  to  be  placed,  we  should  not  see 
much  of  the  fixed  rupee. 

4939.  Am  I  right  in  saying  that  the  object  with 
which  you  originally  proposed  the  gold  reserve  was 
the  maintenance  of  the  exchange  value  of  the  rupee  ? 
— TSo,  I  do  not  think  that  is  the  primary  object  of  the 
reserve. 

4940.  What  is  the  piimary  object,  in  your  view  ? — 
The  primary  object  is  because  the  Indian  Government 
has  gold  obligations  to  meet  which  it  must  meet,  and 
if  it  only  had  silver  with  which  to  meet  them  it  would 
be  in  a  bad  way. 

4941.  It  is  a  reserve  for  the  times  when  the 
circumstances  of  ti-ade  are  such  that  it  cannot  get  gold 
to  meet  its  obligations  here  in  any  other  way  ? — More 
or  less,  yes. 

4942.  I  think  yoii  do  not  desire  to  express  any 
opinion  as  to  the  amount  which  should  be  held  in 
gold  ? — No,  I  think  that  is  a  question  which  would 
require  a  great  deal  of  consideration. 

4943.  Have  you  any  criticisms  to  make  on  the 
present  practice  in  regard  to  the  purchase  of  silver  for 
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rupee  coinage  ? — I  think  that  such  transactions  would 
naturally  go  through  the  bankers  or  the  Bank,  which- 
ever it  might  be,  that  represented  the  Indian  Govern- 
ment in  London. 

4944.  But  as  long  as  there  is  no  such  bank  you 
have  no  suggestions  to  make  for  improved  practice  in 
those  matters  by  the  Secretary  of  State  ? — I  think  the 
difficulty  which  arises  there  is  in  respect  of  what  might 
happen — ^not  what  has  happened  or  what  is  likely  to 
happen,  but  as  regards  what  might  happen.  For 
instance,  with  regard  to  the  recent  incident  in  which 
the  Govenament  were  rather  caUed  to  account  for  the 
way  in  which  they  acquired  silver,  I  think  in  that  case 
the  tranjsaction  was  carried  out  on  good  business  lines, 
but,  on  the  other  hand,  it  is  conceivable  that  under  the 
conditions  which  exist  it  might  have  been  badly  or 
improperly  cai-ried  out. 

4945.  Ton  think,  at  any  rate,  it  is  an  iavidious 
duty  for  a  Government  to  have  the  discharge  of,  and 
that  it  would  be  better  done  by  a  busiaess  iastitution  ? 
— ^I  think  so. 

4946.  {Mr.  Gladstone.)  Tou  have  referred  to  the 
objection  to  Government  undertaking  such  very  large 
banking  and  financial  business,  but  the  same  thing 
applies,  does  it  not,  to  the  management  and  control  of 
railways  ?  The  circumstances  are  such  as  almost  to 
render  this  large  Government  superintendence  essen- 
tial. Would  you  go  so  far  as  to  recommend  that  the 
i-ailways  should  no  longer  be  managed  by  the  Secretary 
of  State  ? — What  I  have  had  in  view  in  anything  I 
have  said  has  been  mainly  in  respect  of  financial  trans- 
actions when  Government  officials  are  brought  into 
direct  contact  with  the  public.^  As  regards  the  control 
and  management  of  State  railways,  these  involve  other 
considerations  than  those  I  have  referred  to.  The 
executive  and  financial  management  of  State  railways 
necessarily  devolves  on  the  direct  representatives  of 
the  Government. 

4947.  Then  in  the  event  of  a  State  bank  being 
established  it  would  be  necessary  to  have  a  great  deal 
of  Government  control  ? — ^I  should  think  there  would 
be  decidedly  a  certain  amount  of  Government  control. 

4948.  So  that  that  would  not  really  relieve  Govern- 
ment of  the  responsibility  of  continuing  to  conduct 
these  operations  ? — ^I  think  it  relieves  Government  of 
the  operations  themselves.  The  Government  do  not 
become  moneylenders  themselves ;  it  is  an  institution 
which  does  it.  At  present  the  Government  are  money- 
lenders. 

4949.  Take  the  control  and  management  of  the 
Port  Tmsts  in  India,  where  there  are  official  directors. 
In  the  last  resort  the  Government  is  held  responsible 
for  the  policy  and  the  direction  of  these  Port  Trusts, 
although  they  may  only  have  one  or  two  representa- 
tives on  the  Trusts ;  is  not  that  so  ? — There  is  nothing 
in  the  nature  of  trade  in  that,  either  in  money  or  other 
things. 

4950.  The  management  of  docks  is  a  laa-ge  business 
operation  ? — I  do  not  see  how  it  would  be  possible  to 
manage  it  otherwise.  That  is  one  of  the  functions 
which  the  Government  exists  for,  I  should  think.  . 

4951.  (Sir  Shapurji  Broaeha.)  Were  you  in  Bombay 
when  the  first  Bank  of  Bombay  was  in  liquidation  ? — 
No,  I  arrived  just  after ;  it  was  still  in  liquidation,  I 
think,  when  I  arrived  in  Bombay. 

4952.  I  mean  the  first  Bank  of  Bombay— the  old 
Bank  of  Bombay.  Were  you  there  when  it  went  into 
liquidation?  Do  you  know  the  history  of  the  first 
Bank  of  Bombay  ?— No ;  I  ai-rived  in  Bombay  about 
two  or  three  years  after  it  failed. 

4953.  So  that  you  do  not  know  anything  about 
that,  or  its  constitution  ? — No. 

4954.  Or  whether  the  Government  had  shares  in 
it  ? — No,  I  know  nothing  about  that. 

4955.  Nor  about  the  Government  dh-ectors  on  the 
board  ? — No. 

withdrew. 


The  Hon.  Montagu  de  P.  Webb,  O.I.E.,  caUed  and  examined. 


4956.  {Chairman.)  WiU  you  begin  by  telling  us 
briefly  what  your  Indian  experience  has  been,  so  that 
we  nmy  have  that  on  the  record  ? — I  first  went  out  to 
India  23  years  ago  as  a  merchant,  and  my  experience 
for  the  last  23  years  has  been  as  a  merchant. 


4957.  I  think  you  are  President   of  the   Karachi 
Chamber  of  Commerce  ? — Tes. 

4958.  Do  you  express  their  views  to-day  ? Tes. 

4959.  Tou  speak  for  them  as  well  as  for  yourself  ? 
— Tes. 


MINUTES   OF  EVIDENOK. 


221 


10  July  1913.] 


The  Hon.  Montagu  de  P.  Webb,  c.i.e. 


iContin'ued. 


4960.  You  hava*  been  good  en3i7.gh  to  supply  us 
with  a  memorandum  giving  your  views  on  the  subjects 
referred  to,  and  I  propose  to  print  that  with  your 
evidence,  as  we  have  done  with  other  witnesses,  or 
shall  do  with  some  other  witnesses  (see  Appendix  XXI. 
page  550).  That  being  so,  I  wiU  not  ask  you  questions 
on  what  you  have  wiitten  there,  but  I  will  put  some 
questions  to  elucidate  what  you  have  written.  Tour 
first  point,  I  see,  is  that  the  total  balances  of  recent 
years  have  been  excessive  ? — Yes. 

4961.  Am  I  right  in  thinking  that  you  attribute  that 
to  undue  pessimism  in  budgetting  P — Yes. 

4962.  You  think  that  on  the  facts  known  to  the 
Finance  Miaister  at  the  time  when  he  presented  his 
budget  he  would  have  been  justified  in  taking,  and 
indeed  ought  to  have  taken,  a  more  favourable  view  of 
the  outgoings  of  the  following  year  ? — Yes. 

4963.  At  the  same  time  I  suppose  you  will  admit 
that  it  is  very  diflacult  at  the  beginniug  of  a  financial 
year  in  India  to  forecast  what  the  revenue  for  the 
following  year  will  be  P — Yery  difficult. 

4964.  It  depends  in  the  main  on  the  monsoon,  I 
suppose  ? — ^Yes. 

4965.  That  directly  affects  the  general  revenue  ? — 
Yes. 

4966.  And  of  course  the  railway  revenue  P — Yes. 

4967.  "Would  you  agree  that  under  those  circum- 
stances, having  regard  to  the  uncertainty,  it  is  desh-able 
that  the  Finance  Minister  should  err  if  at  all  on  the 
side  of  caution? — Yes. 

4968.  You  would  agree  that  it  would  be  undesir- 
able that,  owing  to  having  taken  too  sanguine  a  view  of 
the  prospect  and  having  remitted  taxation,  he  should 
have  in  the  next  year  to  re-impose  the  taxation  remitted  ? 
—Yes. 

4969.  In  regard  to  those  balances,  you  suggest  in 
your  memorandum,  I  think,  that  they  should  have  been 
used  to  reduce  taxation;  that  on  realising  those 
balances  the  Government  of  India  should  either  have 
reduced  taxation  or  budgetted  for  large  deficits,  or 
suspended  all  borrowing  and  invested  the  balance  in 
reproductive  works  ? — Yes. 

4970.  Having  regard  to  what  you  have  just  said  to 
me,  do  you  think  that  in  the  circumstances  of  those 
years  a  pi'udent  minister  would  have  remitted  taxa- 
tion ? — Yes,  I  think  so.  I  think  that  excessive  caution 
was  shown  in  preparing  these  budgets.  I  think  con- 
siderably more  risk  might  have  been  run  without 
jeopardising  the  financial  position  at  all. 

4971.  You  think  that,  say,  in  the  first  of  the  years 
that  you  take,  it  would  have  been  safe  on  the  results  of 
that  year  to  reduce  taxation  in  the  following  year  ;  or 
in  which  year  would  you  have  thought  that  that  could 
be  done  ? — Yes,  I  think  that  with  a  million  and  a  half 
surplus  something  might  have  been  taken  off. 

4972.  On  the  facts  as  then  known ;  not  looking 
back  with  your  knowledge  since  acquired  of  the  results 
of  the  later  years,  but  upon  the  facts  as  then  known  ? — ■ 
I  think  so.  I  think  in  any  year  when  there  is  a  million 
and  a  half  or  two  millions  to  the  good  the  Grovemment 
would  be  safe  in  budgetting  to  dispose  of  that  surplus, 
not  necessarily  by  taking  oif  taxation,  but  perhaps  by 
using  the  money  instead  of  raising  fresh  loans — the 
customary  and  usual  loans. 

4973.  Given  the  situation  of  India  as  it  is  at 
present,  I  think  that  you  recognise  that  she  needs 
large  capital  sums  for  development  ? — Very  much  so. 

4974.  Assuming  however,  that  you  had  a  surplus 
available,  would  you  have  advised  the  use  of  it  for 
development  purposes  ? — Yes. 

4975.  Bather  than  for  the  reduction  of  taxation  P 
— Yes.  The  chamber  of  commerce  in  Karachi 
have  pressed  that  course  upon  the  attention  of  other 
chambers,  and  I  think  we  also  have  di-awn  the 
attention  of  the  Government  to  it ;  but  I  am  not  quite 
sure  about  that.  We  have  certainly  consulted  other 
chambers  on  the  question  of  utilising  these  large 
surpluses,  particulai'ly  for  railway  purposes. 

4976.  So  that,  of  the  three  alternatives  which  you 
suggest  in  yom-  memorandum,  the  one  which  you 
yourself  would  have  chosen  would  have  been  sus- 
pending boiTowing  and  devoting  the  surplus  to  repro- 
ductive capital  expenditure  ?— Certainly.  May  I  in 
this  connection  draw  attention  to  the  fact  that  by  a 


printer's  error  in  the  fourth  line  of  paragraph  5  of 
my  statement  "  15,000,000Z."  has  been  printed  for 
"  5,000,OOOZ."  ?  I  intended  it  to  be  5,000,000Z.  It 
should  read,  "  And  that  a  cash  balance  of,  say, 
5,000,000Z.  in  excess  "  instead  of  "  15,000,0002." 

4977.  That  shall  be  corrected.  You  said  that  your 
criticism  is  that  the  Government  of  India  was  unduly 
pessimistic  ? — Yes. 

4978.  Putting  that  on  one  side  for  the  moment, 
assuming  their  calculations  were  reasonable  at  the 
time  when  they  were  made,  would  you  then  criticise 
their  practice,  or  would  you  say  that  taking  their 
assumptions — assuming  then-  premises — ^they  did,  in 
fact,  what  you  would  recommend  ? — To  a  certain 
extent,  yes. 

4979.  Having  a  realised  suiplus  in  each  of  these 
years  they  did  not  budget  to  swell  the  balance  so 
obtained,  but  they  budgetted  to  reduce  it  to  something 
like  the  normal.  Is  not  that  so  ? — I  think  last  year 
a  surplus  was  budgetted  for,  as  far  as  I  remember. 
I  seem  to  have  a  very  distinct  recollection  of  Mr.  Gok- 
hale  over  and  over  again  pressing  the  attention  of  the 
Council  to  the  fact  that  there  was  a  surplus,  and  that 
he  was  positively  certain  that  the  surplus  would  be 
very  much  greater.  I  remember  that  distinctly.  I 
think  it  was  in  last  year's  budget  debate. 

4980.  Of  the  years  you  name,  I  think  the  only  one 
in  which  they  deliberately  budgetted  for  a  larger 
balance  than  usual  was  the  year  1910-1,  and  the 
ground  put  forward  for  that  was  that  they  had  heavy 
repayments  for  debt  to  make  in  1912  ? 

4981.  (ilfr.(?i7Zciw.)  May  I  explain?  What  happened 
was  that  the  Government  of  India,  in  the  budget  to 
which  Mr.  Webb  refers,  had  budgetted  for  a  surplus, 
I  think,  of  a  crore  and  a  half,  and  what  Mr.  Gokhale 
said  in  the  budget  debate  was,  It  is  quite  true  you 
have  budgetted  for  this  sxim,  but  I  think  you  really 
are  going  to  have  a  sui'plus  very  much  larger.  He 
said  that  ui  the  budget  debate,  and  I  think  that  is 
what  Mr.  Webb  meant  ?— That  is  what  I  have  in  mind. 

4982.  (Chairman.)  That  is  really  your  original 
criticism,  that  they  were  unduly  pessimistic  ? — Yes. 

4983.  That  may  be  a  question  of  temperament  or 
wisdom  P — ^Quite  so. 

4984.  But  I  was  going  to  intentions.  Assuming 
that  their  programme  had  been  realised  and  their 
estimates  had  been  correct,  you  would  not  have  found 
great  fault  with  the  results,  would  you? — If  the 
estimates  had  been  proved  to  be  correct,  no. 

4985.  As  regards  the  use  made  of  the  large  balances, 
in  paragraph  8  of  Part  I.  of  your  memorandum  (page 
552)  you  point  out  that  the  Secretary  of  State  has  lent 
to  certain  borrowers  in  London  large  sums  of  money 
for  a  period  of  several  years  in  all  ? — Yes. 

4986.  And  that  those  loans  have  always  been  made 
as  short-term  loans  ? — Yes. 

4987.  And  that  therefore  the  rate  of  interest  which 
has  been  obtained  has  been  less  than  would  have  been 
secured  if  the  money  had  been  lent  for  longer  periods  P 
— Yes. 

4988.  I  want  to  ask  you  whether,  in  your  opinion, 
the  Secretary  of  State  was  wrong  to  lend  only  for  short 
terms  ? — I  think  certainly  wrong  in  view  of  the  mag- 
nitude of  the  balances  available. 

4989.  You  think  he  ought  to  have  adopted  the 
policy  of  lending,  say,  for  12  months  ? — Assuming  that 
he  was  correct  in  accumulating  this  money  in  the  first 
instance,  then  the  best  policy  if  he  was  able  to  lend  it 
would  have  been  to  lend  it  certainly  for  very  much 
longer  periods  than  three  to  five  weeks. 

4990.  But  assuming  that  he  believed  that  his 
balance  would  be  reduced  by  the  end  of  the  yeai-  to 
noi-mal,  would  you  still  say  that  on  that  assumption  he 
was  wrong  to  make  his  loans  for  such  short  periods  ? — 
That  question  seems  to  me  to  take  the  form  that 
assuming  that  he  was  right  he  was  right ;  but  seeing 
that  every  week  he  was  withdrawing  money  from  India, 
which  he  did  not  in  the  least  require,  in  my  opinion, 
he  could  not  possibly  imagine  that  he  would  run  short 
of  money.  By  the  sales  of  Council  drafts  he  is  weekly 
withdrawing  money,  so  that  he  would  be  an  extreme 
pessimist  who  thought  that  he  was  going  to  run  short 
of  money,  1  think,  in  those  circumstances,  especially  with 
10  millions,  12  millions,  or  15  millions  of  cash  in  hand. 
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4991.  In  your  view  the  major  portion  of  that 
money,  or  a  large  portion  of  that  money,  should  have 
heen  left  in  India  ? — Yes. 

4992.  And  as  I  understand,  you  would  suggest  that 
in  India  it  should  be  lent  out  to  lessen  the  stringency 
of  the  money  market? — Tes,  if  this  accumulation  in 
the  first  instance  was  unavoidable. 

4993.  Might  it  not  be  right  to  accumidate  it  even 
though  it  were  avoidable,  India  being  a  country  which 
is  in  this  great  need  of  development  of  which  you  have 
spoken  ?  The  amount  of  development  which  you  do  is 
measured  very  largely  by  the  resources  which  you  can 
make  available  in  any  year  ? — In  a  sense,  yes. 

4994.  If  you  have  a  prosperous  year  might  it  not 
be  good  policy  for  the  Government  of  India  to  use  that 
prosperity  to  carry  out  a  larger  policy  of  development 
than  it  otherwise  would  do  .''—Tes,  it  might  conceivably 
be  so.  If  it  be  laid  down  as  a  general  policy  of  the 
Government  of  India  that  money  shall  be  raised  by 
taxation  which  is  to  be  used  as  capital  on  reproductive 
works,  there  is  a  great  deal  to  be  said  for  that'pi6li6y 
at  times. 

4995.  As  regards  the  balances  which'  might  have 
been  made  available  in  India,  to  whom  would  jovl  have 
lent  them  P — In  the  first  instance  to  the  Presidency 
banks. 

4996.  Would  you  have  gone  outside  the  Presidency 
banks  ? — Tes. 

4997.  Tou  mean  that  the  Government  of  India 
should  directly  have  lent  to  others  besides  the 
Presidency  banks  ? — Tes. 

4998.  To  whom? — There  are  many  other  banks. 
Some  of  the  exchange  banks  which  are  operating  in 
India  borrowed  some  of  this  money  in  London."'  I  have 
no  doubt  they  would  have  borrowed  it  quite  willingly 
in  India,  where  it  was,  no  doubt,  wanted. 

4999.  Then  you  would  lend  it  both  to  the 
Presidency  banks  and  exchange  banks  if  they  wished 
to  take  it  ? — Tes. 

5000.  Would  you  lend  it  to  anyone  else  ? — Tes. 

5001.  To  private  boiTOwers  ? — Tes. 

5002.  Would  you  ask  security  from  everybody  ? — 
Not  necessarily  everybody.  I  should  ask  security  fi'om 
most  people,  cei-tainly. 

5003.  From  all  private  borrowers  I  assume  you 
would  ask  security  ? — I  think  so,  yes,^  , 

5004.  Would  you  from  the  banks  ? — Not  neces- 
sarily. It  depends  upon  the  amount  and  the  time,  and 
the  general  situation.  There  are  times  when  I  should 
unhesitatingly  lend  the  banks  any  amount  of  money 
on  no  security,  and  there  are  other  times  when  I  might 
conceive  it  advisable  in  the  public  interest  to  take 
security.  It  depends  on  the  general  financial  circum- 
stances, and  possibly  the  political  situation  at  the  time. 

5005.  Does  that  mean  really  that  it  would  depend 
upon  your  judgment  of  what  the  position  of  the  banks 
was  at  the  moment  ? — Tes. 

5006.  Tou  are  aware  that  the  Presidency  banks 
have  considerable  Government  balances,  I  suppose  ? — 
Tes. 

5007.  But  you  think  that  without  taking  security 
it  would  be  safe  largely  to  increase  the  sums  placed 
with  them  ? — Tes,  I  think  so. 

5008.  Do  you  contemplate  that  this  money  would 
be  needed  all  the  year  round? — A  large  siun  of 
additional  capital  ? 

5009.  Tes  ? — ^Possibly  not  all  the  year  round. 

5010.  Mainly  in  the  busy  months,  the  winter 
months  ? — Mainly  in  the  cold  weather,  yes. 

5011.  So  far  as  you  took  security,  what  sort  of 
securities  do  you  contemplate  that  the  Goverament  of 
India  might  accept  against  such  loans  ? — All  Govern- 
ment paper  in  the  first  instance,  and  securities  of  semi- 
Government  institutions  siich  as  the  Bombay  Improve- 
ment Tmst  or  the  Calcutta  Improvement  Trust;  and 
I  do  not  know  why  selected  Port  Trusts,  and  even 
selected  municipal  loans,  should  not  form  a  good 
security  for  temporary  advances. 

5012.  Securities  of  public  authorities  generally  ? 

Tes. 

5013.  Tou  do  not  mean  that  the  Government  of 
India  should  lend  on  commercial  paper  ? — No,  not  on 
commefcial  paper.  ^ 


.5014.  What  amount  of  money  do  you  think  could 
be  usefully  employed  in  India  in  that  way  ? — It  is  very 
difficult  indeed  to  say.  Of  com-se,  the  popular 
impression  is  that  there  is  not  veiy  mlich  scope  for 
using  veiy  lai-ge  sums  of  money.  That  is  the  papular 
impression,  but  as  against  that  there  always  are,  in  my 
own  practical  business  experience,  large  demands  for 
capital,  and  there  are  always  large  Opportunities  for 
employing  capital,  and  to  me  there  are  many  oppor- 
tunities which  are  not  availed  of.  I  can  see  many 
opporfctmities  of  using  capital. 

5015.  Do  you  think  they  would  use  more  than  four 
or  five  crores  in  any  normal  year  ? — ^In  the  busy  season  ? 

5016.  Tes  ? — ^It  is  very  difficxdt  to  say,  I  could 
not  say  straight  away,  but  I  think  the'  genetdl 
impression,  so  far  as  my  experience  goes  up  to  the 
present,  is  right,  and  that  there  is  no  large  scope  for 
the  sudden  engagement  of  enornlous  volumes  of  money 
such  as  there  is  in  this  coimtry. 

5017.  It  has  been  objected  sometimes,  and  I  think 
it  is  an  objection  -wrMch  has  hid  weight  with  the 
GoVfemment  of  India,  in  the  past,  that  even  if  they 
could  see  their  way  from  time  to  time  to  lend  money 
in  the  method  which  you  propose,  thsre  would  be  a 
danger  that  the  Indian  money  mai-ket  and  Indian 
traders  would  come  to  count  upon  that  assistance  from 
the  Government;  and  then  if  in  any  yeai^  the  Govern- 
ment was  unable  to  give  it,  very  serious  consequences, 
something  in  the  'nature  of  a  crisis,  might  follow. 
What  do  you  say  to  that  ? — I  do  not  think  tliere  is 
any  ground  for  that  thebiy  in  the  least.  '  I  think  that 
with  a  thoroughly  suitable  and  satisfactory  currency 
system  you  could  alwa,ys  draw  funds  in  large  quantities 
from  London  in  emergencies. 

5018.  So  that  you  think  it  conceivable  that  there 
might  be  difficulty  for  the  Indian  Government  to 
withdrajf  this  money  from  the  banks  to  which  it  had 
lent,  or'  refuse  to  lend  to  them;  but  you  think  that 
London  would  be  a  reservoir  out  of  which  it  could 
always  supply  itseM  ? — ;Tes.  in  an  einergemgr. 

5019.  Of  course,  as  you  have  said  earlier,  the  revenue 
of  India  is  a  very  uncertain  quantity,  depending  so 
largely  on  one  factor,  the  monsoon  ? — Tes. 

5020.  Ton  also  ■  are  aware,  of  course,  that  the 
demands  which  the  Secretary  of  State  has  to  meet  in 
London  year  in  and  year  out  are  very  large  ? — Tes. 

'5021.  Do  you  not  think  there  is  somethihg  to  be 
said  for  his  pi-actice  of  getting  his  money  over'  here 
when  he  is  cei-tain  that  he  can  and  not  waitirtg  tiU  the 
last  moment  when  he  needs  it,  and  when  he  may  find  a 
difficulty  in  transferring  it  ? — My  view  is  that  he  can 
take  very  much  greater  risks  than  have  heen  taken  in 
the  past. 

5022.  Tou  think  in  that  r-espect  also  he  is  unduly 
cautious? — Dreadfully  pessimistic. 

5023.  I  want  to  turn  for  a  moment  to  paragraph  9 
of  Part  I.  of  your  memorandum,  where  you  point  out 
that  in  1910  the  cash  balance  in  hand  on  the  1st  April 
was  nearly  12,800,000?.,  and  yet^  in  that  year,  you  say 
that  the  Secretary  of  State  borrowed  thi-ee  sums  of 
1,000,000?.,  2,500,000?.  and  1,500,000?.  respectiTply  ? 
— Tes. 

5024.  I  think  your  contention  is  that,  given  that 
cash  balance,  he  ought  not  to  have  borrowed? — No,  he 
ought  not  to  have  borrowed,  I  think. 

5025.  The  borrowing,  I  think,  took  the  form  of  a 
renewal  of  the  bills  which  fell  due  ? — I  think  it  did. 

5026.  In  that  year,  1910,  the  budget  estimate  was 
for  a  closing  balance  of  five  millions  odd  ? — Do  you 
mean  the  Secretary  of  State's  budget  ? 

5027.  I  mean  the  budget  of  the  Indian  Govern- 
ment ? — T  cannot  say  from  memory. 

5028.  I  misunderstand  you,  perhaps;  I  mean  the 
estmiate  of  the  India  Office  balance  ?— The  Secretary, 
of  State's  estimate  ? 

5029.  Tes.  The  estimate  to  which  they  were  working 
was  that  the  balance  of  12,799,094?.  on  the  1st  April 
would  be  worked  down  to  a  little  over  five  millions  on 
the  31st  March  1911.  Perhaps  you  would  take  it  from 
me  that  that  was  their  estimate  ? — Tes. 

5030.  That  is  the  estimate  which  was  framed  as  to 
what  the  position  would  be  at  the  end  of  the  year. 
Tou  would  say  5i  millions,  whichis  the  figure  which 
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he  estimated  to  have,  was  too  gre^t  a  figure  ?-^Two 
millions  too  great,  I  think.    , ,        , 

5031.  Ton  -wotild  say  that,  although  he  had  to  pay 
ofE  2J  millions  of  bonds  at  fixed  dates  besides  meeting 
hjs  prdinary  expenditui^e  ? — Tes. 

:  5032.  Ton  think  with  that  in  front  of  him  it  would 
have  been  safe  for  him  to  estimate  for  a  balance  of 
on|.y  three  millions  at  the  end  of  the  year  ? — -'Clertainly, 
1  think  so.  . 

5033.  You  recognise  that  his  decision  as  to  pay^ig 
ofE  bills  must  be  taken  a  little  in  advance  of  the  time 
at  which  they  f aU  due  ? — Tes. 

:  5034.  If  he  has  to  renew  bills  he  must  make  his 
arrangements  with  the  Bank  of  England  so  as  not  to 
clash  more  than  is;  necessary  with  other  operators  ? 
—'Tes.  _    '  .  ^       ^. 

5035.  Taking  those  figures,  there  was  one  million 
fallilig  due  on  the  9th  April,  2i  millions  falling  due  on 
the  10th  June,  and  2  J  millions  falling  due  on  the  let  De- 
cember. Those  are  the  figures  given  in  your  memorah.- 
dum  (page  553),  with  the  exception  that  the  December 
number  in  your  memorandum  stands  at  1^  millions 
because  only  I5  millions  out  of  the  2^  millions  was 
renewed.  What  I  wanted  to  put  to  yoa  was,  whether 
you  thought  that  at  the  time  of  the  year  at  which  he 
had  to  take  his  decision  as  to  renewing  the  sums 
falliug  due  in  April  and  June  he  had  any  more  know- 
ledge than  he  had  when  he  framed  his  original  budget 
estimate  of  what  the  results  of  the  year  would  be  ? — 
He  could  have  no  more  accurate  knowledge  of  what 
the  final  results  would  be,  certainly,  and  also  that  part 
of  the  year  I  admit  was  a  very  bad  season  of  the  year 
at  which  to  draw  money  from  India ;  but  in  that 
respect  I  can  only  say  he  appears  to  me  to  be  unduly 
pessimistic.  I  think  that  he  is  not  running'  nearly  so 
much  risk  as  a  private  financier  who  had  to  deal  with 
those  figures  would  run.  He  is  taking  a  very  much 
safer  line,  and  an  unnecessarily  safe  line,  it  appears 
to  me. 

5036.  But  given  what  you  consider  his  oi'iginal 
error  of  being  unduly  pessimistic  in  framing  his 
budget,  nothing  had  occurred  up  to  that  time  which 
ought  to  have  made  him  reconsider  the  position? — 
TlM;t  I  cannot  say  from  memory  now.     It  was  in  1910. 

5037.  But  you  would  agree  that  at  that  period  of 
the  year — early  in  June^-he  would  know  little  or 
nothing  more  of  the  prospects  of  the  year  than  he 
did  when  he  made  his  budget  statement  ? — No,  not 
much  more  in  June. 

'5038.  So  that,  given  the  original  error,  the  prac- 
tical criticism  is  that  instead  of  paying  ofE  only  one 
million  in  December  he  ought  to  have  paid  oft  the  whole 
24  millions  then? — I  think  he  might  have  done  so, 
yes. 

5039.  Is  it  within  your  knowledge  that  besides  those 
bills  he  had  to  pay  ofE  nearly  two  millibiis  in  1912-3 
and  a  sum-  of  If  millions  in  1913^? — There  were 
large  sums  to  be  paid  oif,  but  I  do  not  remember 
exactly  what  the  figures  were  and  the  dates. 

5040.  Would  you  admit  the  necessity  for  doing  that 
as  a  reason  for  keeping  the  balances  somewhere  above 
normal,  at  whatever  figure  you  might  fix  yournoi-mal? 
— It  does  not  appear  to  me  neoessai-y  to  make  any 
special  provisions  for  those  payments  when  there  are  cash 
balances  at  the  begiiming  of  the  year  of  over  16  millions 
sterling.  I  cannot  see  any  neopssity  to  make  any 
special  provision  for  anything  with  a  16  millions  sterling 
cash  balance.  In  fact,  if  he  drew  no  bills  throughout 
the  whole  year  he  could  very  nearly  carry  on  and  pay 
off  all  debts  with  an  opening  balance  of  16  millions 
or  an  opening  balance  of  18  millions,  I  cannot 
conceive  any  necessity  to  make  any  preparation. 

(Mr.  Qillan.)  May  I  explain  that  the  budget  always 
provided  for   a  very  large  rediiction  in  the   opening 

balance?  . 

5041.  {Chairman.)  What  do  you  say  to  Mr.  Gillan  s 
suggestion  ?  Let  me  put  it  in  this  way :  It  seems  to 
me  that  because  not  merely  the  opening  balance,  but 
the  closing  balance,  was  very  high,  you  argue  after  the 
event  that  he  ought  to  have  done  somethmg  difEerent? 
Xes 

5042.  But  the  Tinance  Minister  did  not  anticipate 
that  the  closing  balance  would  be  vei-y  high.  I  think 
he  proposed  to   keep   it  higher    than    you   consider 


necessary,  but  I  will  come  to  that  in  a  moment ;  but 
in  each  oi  thesej  years  he  budgeted  if  or  a  great  reduc- 
tion in  the  closing  balance  ? — -.The  Secretary  of  State 
budgeted  for  a  certain  reduction,  but  the  figures 
appeared  to  rae  to  be  extremely  questionable.  I  have 
before  me  the  explanatory  statement  which  was  published, 
last  February,  giving  at  length  the  reasons  for  those 
reductions  (Od.  6619) .  In  explaining  these  large  closing 
balances,  on  more  than  one  occasion  the  reason  is  put 
forward  that  the  Secretary  of  State  drew  nine  millions 
in  excess  of  his  requirements.  That  is  the  explanation 
which  occurs  on  more  than  one  occasion,  that  the 
balance  tunaed  out  to  be  very  much  greater  than 
anybody  had  anticipated  or  imagined,  the  reason  being 
that  the  Secretary  of  State  had  hiraseK  made  it  very 
much  larger  by  weekly  piling  it  up  without  the  slightest 
necessity,  as  it  appears, to  me. 

5043.  Assummg  that  the  total  balances  were  for 
one  reason  or  another  very  much  larger  than  had  been 
expected,  what  was  the  best  use  that  the  Government 
of  India  and  the  Secretaiy  of  State  between  them 
could  have  made  of  the  surplus  ? — I  think  the  best 
use  would  have  been  to  place  money  at  the  disposal 
of  the  Indian  money  market,  not  to  have  low;ered 
exchange  by  drawing  it  away  to  this  countiy. 

5044.  But  in  getting  it  over  here  was  not  the 
Secretary  of  State  getting  it  where  it  wpuld  eventually 
be  needed  ? — Not  in  the  slightest,  I  think. 

5045.  Would  it  not  eventually  go  to  capital  ex- 
penditure on  railways  ? — It  might  do  so,  but  I  do  not 
know  that  it  necessarily  would ;  and  if  it  went  to 
capital  expenditure  on  railways,  then  a  certain  pro- 
portion of  it,  and  only  a  certain  proportion,  would  need 
to  be  expended  in  this  country. 

5046.  But  to  the  extent  to  which  he  had  to  spend 
it  in  this  country  on  rolling  stock  or  on  material  for 
the  railways,  London  is  the  place  where  it  would  be 
wanted? — ^Tes,  to  the  extent  to  which  the  surplus 
balances  are  expended  in  railway  material,  London  is 
the  place  w;here  it  would  be  wanted,  certainly. 

5047.  Aiid  to  the  extent  to  which  it  went  to  the 
redemption  of  debt,  it  would  be  wanted  in  London  ? — 
Yes. 

5048.  To  the  extent  of  those  two  demands  do  you 
think  that  the  Secretary  of  State  was  right  to  bring 
it  here?T— I  cannot  say  that  I  do,  because  I  do  not 
think  when  the  money  was  brought  over  there  was 
the  slightest  idea  as  to  how  it  was  to  be  used  at  all. 
So  far  as  I  am  able  to  discover  by  looking  at  the 
records  it  seems  to  me  that  it  was  brought  to  this 
country  without  rhyme  or  reason,  and  when  the  money 
was  accumulated  here  in  enormous  quantities  then 
only  did  the  office  turn  round  to  see  what  could  be 
done  with  this  money.  I  do  not  think  it  was  contem- 
plated that  the  week-by-week  withdi-awal  was  for  the 
specific  purpose  of  buying  railway  material  in  case  it 
might  be  wanted  ,in  the  future.  I  do  not  think  that 
was  the  intention,  although,  of  course,  when  the  money 
was  brought  here  it  had  to  be  utilised  somehow.  But 
if  the  surplus  collections  of  revenue  are  utilised  in 
capital  works,  then  a  certain  proportion  will  be  requu-ed 
in  London,  and  it  can  be  made  use  of ;  but  that  only 
appears  to  me  to  be,  so  to  speak,  a  way  out  of  a  diffi- 
culty. Having  brought  the  money  here  and  having  to 
use  it  somehow  or  other,  perhaps  the  best  way  to  use  it 
was  to  expend  it  on  capital  works — reproductive  works. 

5049.  We  will  pass  from  the  question  whether  the 
original  estimates  were  justified.  Supposing  the  money 
to  be  there,  could  the  Secretary  of  Stale  or  tlie  Indian 
'jrovernment  have  employed  it  for  any  purpose  more 
useful  to  India  than  either  the  reduction  of  old  debt 
or  the  avoidance  of  new  debt  ? — No,  probably  not. 

5050.  If  they  had  at  once  employed  it  for  either  of 
those  pui'poses  you  would  not  have  criticised  then- 
action  ? — No,  if  the  money  had  been  employed  immedi- 
ately for  those  pm-poses  ;  but  debt  cannot  be  redeemed 
at  a  moment's  notice.  The  action  which  our  chamber 
of  commerce  took  was  to  press  upon  the  Govenunent 
the  desii-ability  of  expending  some  of  the  surplus 
accumulations  on  i^ailway  constmction.  That  course 
we  took  on  sevei-al  occasions.  Of  coui-se,  we  do  not 
in  Karachi  have  the  knowledge  of  the  moment  at  which 
debt  can  be  redeemed,  but  we  do  know,  or  we  think  we 
have   some  idea,  when  money  ought  to  be  spent  on 
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capital  works,  and  when  we  saw  large  accumulations, 
the  action  we  took  was  to  press  for  the  utilisation  of 
that  money  on  capital  works  as  being  the  best  way  to 
make  use  of  it. 

5051.  Wlien  you  and  I  both  just  now  made  use  of 
the  expression  that  if  the  Secretary  of  State  had  been 
able  to  use  this  money  immediately  you  would  not 
have  greatly  criticised,  you  would  not  press  the  word 
"  immediately  "  too  hard,  would  you  ? — No. 

5052.  You  mean  within  a  reasonable  time  ? — Yes, 
but  in  view  of  the  figures  in  my  note  I  might  say  that 
three  or  four  years,  or  four  or  five  years,  was  not  a 
reasonable  time. 

5053.  Your  real  complaint  on  this  matter,  given  the 
existence  of  the  high  balances  and  the  fact  that  they 
could  not  be  or  were  not  used  at  once  in  the  way  stated, 
is  that  they  were  loaned  out  on  the  London  money 
market  instead  of  being  loaned  out  in  India  P — Yes ;  in 
short,  that  the  best  use  was  not  made  of  the  money. 

5054.  The  best  use  in  what  way ;  the  best  use  from 
the  point  of  view  of  earning  interest,  or  from  the  point 
of  view  of  the  general  advantage  to  India  ? — Koth. 

5055.  You  think  a  higher  interest  could  have  been 
earned  in  India  ? — I  am  quite  certain  it  could. 

5056.  Do  you  hold  that  opinion  on  an  average  of 
the  whole  year  ? — Yes,  certainly. 

5057.  .Taking  account  of  the  fact  that  you  might 
only  be  able  to  employ  the  money  in  India  for  a  small 
portion  of  the  year  ? — Small  sums  of  money  might  be 
utilised  through  the  whole  of  the  year,  but  very  large 
sums  of  money  could  not  be  utilised  through  the  whole 
of  the  year.  Past  experience  has  not  led  the  Indian 
money  market  to  expect  that  these  enormous  sums  of 
money  will  be  available,  and  it  is  not  to  be  expected 
that  in  any  year  when  a  large  amount  of  money  is 
suddenly  thrown  at  the  money  market  in  India  it  can 
receive  it  or  make  use  of  it.  Even  the  London  money 
market  broke  down  under  those  circumstances ;  no 
securities  could  be  produced,  and  the  money  had  to  be 
given  to  bankers  on  deposit  without  securities  ;  this 
happened  even  in  London ;  and  it  is  not  to  be  supposed 
that  India  could  swallow  such  large  sums  of  money 
unless  it  had  been  the  habit  for  many  years  to  place 
this  money  at  the  disposal  of  the  Indian  money  market. 
If  the  money  was  regularly  made  available  in  India  I 
have  not  the  slightest  doubt  that  means  could  be  found 
for  making  use  of  it. 

5058.  I  think  you  formed  a  special  objection  to  the 
loan  to  bankers  in  England ;  or  is  your  objection  there 
merely  a  general  one  to  loaning  the  money  in  London 
at  all  ? — A  general  objection.  I  do  not  intend  my 
note  to  be  any  reference  to  individual  borrowers  in  any 
way.  If  the  money  is  lent,  of  course  I  assume  that  it 
has  been  lent  to  the  best  boiTowers  and  to  the  best 
advantage.    I  am  only  objecting  to  the  whole  principle. 

6059.  Does  that  apply  to  what  you  say  in  para- 
graph 10  of  Appendix  XXI.  (page  553)  ?  At  the  end 
of  paragraph  10  you  mention  one  particular  house  to 
which  loans  were  made  ? — Yes. 

5060.  That  is  merely  an  iUustratiou ;  you  have  no 
special  criticism  to  make  P — No. 

5061.  Suppose  these  balances  had  been  retained  in 
India,  I  understand  from  what  yon  have  told  me  there 
were  two  methods  by  which  you  would  have  used 
them ;  one  was  in  loans  to  the  banks  and  other 
borrowers,  and  the  other  was  in  railway  development 
in  India  ? — Yes. 

5062.  Railway  development  in  India,  I  suppose, 
would  have  caused  a  corresponding  increase  in  the 
Secretary  of  State's  expenditure  at  home  ? — Yes. 

5063.  And  to  that  extent  would  have  justified 
additional  remittances  to  this  side  ? — Yes. 

5064.  In  paragraph  12,  Part  I.,  of  Appendix  XXI. 
(page  663)  you  say  :  "  Remembering  that  the  Indian 
"  Paper  CuiTency  and  Paper  Currency  Resei-ve  are 
"  under  State  control  and  therefore  easily  available  to 
"  Government  in  times  of  gi-ave  national  emergency, 
"  I  am  of  opinion  that  the  Govemment  of  India's 
"  floating  cash  balance  ought,  in  the  iuterests  of 
"  economy,  to  be  kept  down  to  a  maximum  of 
"  10,000,000Z."  What  is  the  meaning  of  the  reference 
to  the  Indian  Paper  Cun-ency  and  Paper  Cun-ency 
Resei-ve  in  that  connection  ?  Do  you  mean  that  the 
total  cun-ency  resei-ve  should  be   diverted  to   other 


purposes  besides  the  maintenance  of  cuiTencyP — In 
times  of  gi-ave  national  emergency,  yes,  certainly,  in 
exactly  the  same  way  that  the  Bank  Charter  Act  has, 
in  times  of  grave  emergency,  been  suspended  in  this 
country,  and  issues  of  bank  notes  have  been  made 
against  which  the  securities  were  not  held  which 
were  required  imder  the  Act.  In  the  same  way,  in 
times  of  grave  national  emergency,  no  doubt  paper 
cuiTency  could  be  issued  in  India  against  which  the 
securities  which  are  required  under  the  Paper  Currency 
Act  would  not  be  held.  In  other  words,  paper  currency 
might  be  floated  to  some  considejable  extent  in  times 
of  national  emergency  without  any  security  except  the 
credit  of  Government. 

5065.  (Sir  Bohert  Chalmers.)  If  I  may  interrupt,  is 
it  the  fact  in  the  case  of  the  Bank  of  England  that 
there  has  been  any  issue  without  anything  at  the  back 
of  it  ? — I  think  practically  nothing  except  the  credit  of 
the  Government. 

5066.  That  is  your  belief,  is  it  ?-  -I  think  so,  yes. 
6067.  You   do  not  take  the   viev/  that   it   is   the 

absence  of  gold  and  the  deposit  of  securities  which 
must  be  utilised  in  those  circumstances  ? — The  reason 
for  the  note  issue  is  the  absence  of  gold — the  scarcity 
of  gold. 

5068.  Instead  of  gold,  would  you  not  agree  that  in 
those  cases  the  action  contemplated  has  been  to  deposit 
securities  in  lieu  of  gold,  but  still  securities  P — Yes,  it 
may  have  been  so  «ontemplated. 

5069.  It  is  not  an  issue  with  nothing  at  all  behind 
it  ? — I  think  it  has  been. 

6070.  (Chairman.)  Does  it  not  occiu-  to  you  that  at 
such  a  time  as  you  have  spoken  of,  instead  of  there 
being  an  increased  demand  for  paper  currency,  paper 
currency  might  be  coming  in  for  encashment  P — ^It 
probably  would  in  some  circumstances. 

5071.  But  you  would  take  power  to  refuse  encash- 
ment?— Yes,  I  think  it  might  be  done  in  times  of 
grave  national  emei'gency.  Supposing  the  metallic 
supply  of  currency  nans  out  or  could  not  be  got  hold 
of — suppose  it  was  hoarded  or  disposed  of  in  some  way 
to  cause  the  Government  embaiTassment,  I  think  the 
Paper  Currency  Act  might  be  suspended  in  a  time  of 
grave  national  emergency  till  the  crisis  was  got  over. 

5072.  In  forming  your  view  as  to  what  balances  the 
Government  of  India  ought  to  keep,  you  are  influenced 
in  part  by  the  fact  that  there  is  a  reserve  against  the 
note  issue  which  you  think  might  in  a  crisis  be  made 
available  to  supplement  any  deficiency  in  the  balance  ? 
—Yes. 

5073.  Of  the  total  balance  of  10,000,000Z.  which  you 
suggest,  you  propose  that  3,000,000Z.  might  be  kept  in 
London,  leaving  7,000,000?.  in  India  ?— Yes. 

5074.  Will  you  tell  me  how  you  arrive  at  all  thi-ee 
of  those  flgm-es ;  by  what  process  of  calculation  or 
reasoning  do  you  arrive  at  the  fact  that  10,000 ,000?.  is 
sufiicient  in  the  whole,  3.000,000?.  in  London  and 
7,000,000?.  in  India  ?— Do  you  mean  the  proportion  of 
three  to  seven  ? 

5075.  And  the  total  I--— The  total  of  10,0(10,000?.  I 
have  arrived  at  because  on  former  occasions  the 
Government  of  India's  cash  balances  have  been  down 
to  that  figure  without  disaster. 

6076.  And  the  proportion  ? — The  proportion  is  on 
the  same  principle.  The  Secretary  of  State's  balances 
have  been  down  ve»y  nearly  to  three  millions.  I  think 
in  years  gone  by  the  usual  figure  used  to  be  about  four 
millions ;  it  was  three  and  a  half  to  four  or  four  and  a 
half  millions.  I  think  that  used  to  be  the  Secretary 
of  State's  balance  many  years  ago. 

6077.  (Mr.  Oillan.)  Will  you  give  us  the  years  to 
which  you  refer  .=— Do  you  mean  the  Government  of 
India's  balance  being  down  to  10,000,000?.  P 

5078.  Yes  ? — I  will  give  you  the  exact  dates  (see 
Qu.  6C31). 

5079.  (Sir  Robert  Chalmers.)  As  regards  the 
balances  in  London,  about  what  amount  do  you  think 
at  the  beginning  of  each  quarter  the  Secretary  of  State 
has  to  pay  out  for  dividends  ?  Would  it  be  practically 
three  miDions  for  that  precise  pui-pose  P — For  dividends 
on  the  guaranteed  State  railways  P 

6080.  All  the  dividends  that  fall  to  be  paid  by  the  ' 
Secretaiy  of  State  here  in  London.     Is  it  about  thi'ee 
million  pounds  that  has  to  be  paid  at  the  beginning  of 


MINUTES   OF   EVIDENCE. 


225 


10  July  1913.] 


The  Hon.  Montagu  de  P.  Webb,  c.i.e. 


\_Oontinued. 


each  quarter? — It  is  a  large  sum,  yes.     I  think  it  is 
approximately  getting  on  for  that. 

5081.  And  therefore  that  would  swallow  up  the 
whole  of  your  balance  straight  away  ? — If  there  were 
no  money  coming  in,  yes. 

5082.  {Chairman.)  In  the  case  of  the  balance  in 
India,  do  you  draw  your  7,000,0002.  from  a  comparison 
of  the  lowest  balance  which  they  have  held  with 
safety  ? — Yes, 

5083.  Are  you  aware  that  the  Government  of 
India  have  from  time  to  time  carefully  gone  into  that 
matter  to  consider  what  balances  they  should  hold  ? — 
I  am  not  aware,  but  I  hope  so. 

5084.  We  have  had  it  in  evidence,  I  think,  that 
they  have  examined  the  needs  of  their  different 
treasuries,  and  the  calls  made  upon  them,  and  they 
have  fixed  their  figure — which  is  much  higher  than 
yours;  it  is  12^  millions  on  the  31st  March — with  a 
view  to  the  actual  needs.  Are  you  prepared  to 
challenge  their  opinion  from  your  own  knowledge  of 
what  they  require  in  district  treasuries  or  in  their 
headquarters  treasuries  f  —  I  am  not  prepared  to 
challenge  it,  no.  I  do  not  know  what  enquiry  has  been 
made  or  what  figure  has  been  amved  at.  I  have  never 
heard  of  this  figure  of  12i  millions  before.  However, 
12i  millions  is  nearer  to  10  millions  than  the  30  millions 
or  the  27  millions  which  have  been  held  recently. 

5085.  It  corresponds  with  the  seven  millions  ;  it  is 
the  balance  in  India  ? — Yes.  Mr.  Gillan  asked  me  the 
year.  I  will  give  the  exact  year.  I  cannot  put  my 
finger  on  it  at  this  moment,  but  I  will  give  the  years, 
as  I  have  all  the  balances  taken  out  for  10  or  12  years. 

508G.  You  say  in  paragraph  14  of  Part  I.  of  Appen- 
dix XXI.  (page  554) :  "  With  regard  to  the  10^  crores 
"  cash  balance  in  India,  as  much  of  this  as  possible  should 
"  be  placed  at  the  service  of  the  Indian  money  market, 
"  just  as  is  done  by  Government  in  England."  What 
exactly  do  you  mean  to  convey  by  that  ? — I  mean  to 
convey  by  that  that  I  understand  in  this  country  the 
Government  balance  is  kept  at  the  Bank  of  England. 

5087.  And  that  the  Indian  balance  shovild  in  the 
same  way  be  kept  with  the  Indian  banks  ? — Very  much 
more  freely  with  the  Indian  banks ;  to  a  very  much 
larger  degree  than  at  present. 

5088.  Contemplating  as  you  do  a  much  larger 
amount  of  money  being  left  with  them,  do  you  intend 
that  they  should  have  its  use  free  of  interest,  or  do  you 
propose  that  they  should  be  charged  with  interest  ? — 
I  think  that  negotiations  might  be  entered  into.     I  do 

.  not  know  why  the  banks  should  receive  these  favours 
free  of  charge. 

5089.  You  intend  that  the  banks  should  lend  the 
money  out  again  for  the  benefit  of  trade  ? — Yes. 

5090.  What  sort  of  rate  should  the  Government 
charge — bank  rate,  or  something  below  bank  rate  ? — 
I  should  only  siiggest  that  they  must  charge  as  much 
as  they  can  get.  It  is  very  difiicult  to  say  what  the 
figure  would  be.  It  would  vary  considerably.  I  heard 
of  banks  this  year  in  the  last  cold  weather  paying  as 
much  as  7  per  cent,  for  money,  and  I  myself  placed 
money  with  banks  this  cold  weather  at  5  per  cent. 

5091.  When  you  say  in  your  memorandum  that 
the  balances  kept  with  the  Presidency  banks  should 
be  considerably  increased,  you  do  not  mean  on  the  pre- 
sent terms  ? — No,  not  necessarily  on  the  present  terms. 

5092.  You  say :  "  The  withdrawal  and  retention  in 
"  the  Government  treasuries  of  vast  sums  of  cash 
"  ai-ising  out  of  the  customary  collection  of  the  Indian 
"  revenues,  contributed  materially  to  the  severe 
"  seasonal  tightness  of  the  Indian  money  market," 
paragraph  14,  Part  I.,  Appendix  XXI.  (page  554)  ?— 
I  think  so  undoubtedly. 

5093.  That  is  specially  the  case,  is  it  not,  because 
the  pressure  on  the  Indian  money  market  for  trade 
purposes  comes  at  the  same  time  as  the  major  collection 
of  revenue  ? — Very  much  at  the  same  time,  yes.    ' 

5094.  And  that  is  unavoidable,  is  it  not  ?— I  am 
not  quite  certain,  but  I  believe  that  the  Government 
collect  their  money  at  this  period  because  the  crops 
are  being  sold,  and  there  is  plenty  of  money  available, 
and  it  is  a  convenient  time  for  Government  to  collect 
its  revenues.  .  ,    ,      ., 

5095.  {Sir  Robert  Chalmers.)  They  are  mainly  land 
revenues  ?— Yes,  mainly  land  revenue. 
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5096.  {Ghairma/n.)  But  your  desire  would  be  that 
they  should  hold  it  as  short  a  time  as  possible  and 
return  it  into  circulation  through  the  banks  as  quickly 
as  possible  ? — Yes.  May  I,  in  connection  with  the 
previous  question,  point  out  that  in  the  explanatory 
statement  prepared  by  the  India  Office  in  February- 
last  in  summarising  the  question  of  the  balances  it 
concludes  that '"  As  far  as  can  be  foreseen  the  balance 

'  at  the  India  Office  on  the  31st  March  1913,  will  be 
'  about  half  what  it  was  at  the  corresponding  date  of 
'  1912,  while  there  is  no  present  probability  that  on 
'  the  31st  March  1914  it  will  exceed  the  amount 
'  required  as  a  safe  working  balance  "  (Od.  6619),  the 
clear  inference  being  that  in  previous  years  it  has 
exceeded  the  amount  which  is  required  for  a  safe 
working  balance.  That  is  the  India  Office's  own  view 
of  the  situation. 

5097.  In  connection  with  what  you  have  said  as  to 
increased  loans  to  the  Presidency  banks,  do  you  think 
that  there  would  be  any  advantage  in  the  creation  of  a 
State  or  central  bank  ? — I  have  seen  proposals  in  the 
"  Times  "  and  other  papers,  but  I  have  not  yet  been 
able  to  see  what  advantage  to  India  on  the  whole 
would  arise  from  the  creation  of  a  State  bank. 

5098.  Would  you  be  afraid  yourself  that  if  one 
central  institution  took  the  place  of  these  three  banks 
the  needs  of  the  difEerent  districts  served  by  them 
would  get  less  intimate  attention  than  in  the  case  at 
present  ? — Ko,  I  do  not  know  why  they  should. 

5099.  As  far  as  you  are  concerned  you  do  not 
attach  any  great  importance  to  the  establishment  of  a 
central  bank  ? — No,  as  far  as  I  am  able  to  understand 
the  proposal  which  appeared  in  the  press — ^of  course,  I 
do  not  know  how  far  that  is  authoritative — it  does  not 
appear  to  me  to  hold  out  any  advantage  to  India  com- 
mensurate with  the  disadvantages  and  the  risks  and 
dangers. 

5100.  {Chairman.)  We  will  go  now  to  the  sale  in 
London  of  Council  bills  and  transfers.  I  observe  that 
you  say  in  paragraph  2  of  Part  II.  of  Appendix  XXI. 
(page  555)  that  "  The  first  and  only  object .  of  the 
"  weekly  sales  of  Council  drafts  was,  and  should  remain, 
"  the  provision  in  London^  out  of  revenues  collected 
"  in  India  of  the  sums  necessary  to  enable  the  Seci-etai-y 
"  of  State  to  meet  India's  home  charges  "  ? — I  think  so. 

5101.  May  I  take  it  from  that  that  in  your  opinion 
the  Secretary  of  State  should  sell  the  amount  required 
to  meet  his  own  charges  and  nothing  more  ? — Yes. 

5102.  You  are  wholly  opposed  to  his  selling  for  the 
convenience  of  trade  ? — Altogether. 

5103.  For  what  reason  ?  I  assume,  in  putting  that 
question,  that  he  sells  only  when  it  is  convenient  to 
him  to  do  so,  but  in  excess  of  his  needs,  and  that  there 
is  a  trade  demand  for  those  Council  biUs.  WTiat  is 
your  objection  to  his  selling  them  ? — I  think  it  is 
outside  the  functions  of  Government  to  undertake 
international  finance,  which  is  the  work  of  a  banker ; 
that  is  my  chief  reason. 

5104.  If  he  did  not  sell,  what  would  happen  ? — ^As 
things  are  at  present,  sovereigns  would  have  to  be 
shipped  to  India. 

5105.  That  would  be  more  costly  ? — Much  more 
costly  than  the  past  sales  of  the  Secretary  of  State. 

5106.  Would  not  sovereigns  which  were  shipped 
to  India  at  one  period  of  the  year  have  to  be  shipped 
back  to  England  at  another  period  of  the  year  ? — It  is 
possible. 

5107.  At  any  rate,  to  a  very  large  extent  ? — -I  do 
not  think  so. 

5108.  You  think  not  ? — I  think  not.  I  think  it  is 
possible  that  some  gold  might  need  to  be  returned  at 
the  end  of  the  busy  season,  but  not  necessarily. 

5109.  {Lord  Faher.)  It  would  depend  wholly,  would 
it  not,  on  the  balance  of  trade  between  the  two 
countries  ? — Entirely. 

5110.  {Chairman.)  But  taking  the  conditions  of 
trade  in  the  past  few  years,  is  it  your  experience  that 
if  the  Secretary  of  State  had  not  sold  in  excess  of  his 
own  needs,  and  the  difference  had  been  met  by  the 
shipment  of  gold  to  India  most  of  that  gold  would  have 
remained  in  India  ? — I  think  probably  recently  some  of 
the  gold  would  have  had  to  have  been  returned. 

5111.  If  it  had  to  be  returned,  then  there  would  be 
a  double  additional  charge  on  la^i^  tiade  ? — If  the 
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gold  had  been  returned  there  would  be  a  charge  on 
Indian  trade,  yes. 

5112.  (Sir  Robert  Chalmers.)  Of  lOs.  per  cent,  each 
way? — "Whatever  the  cost  might  be,  wherever  the 
gold  was  shipped  from ;  I  do  not  consider  that  it  is 
any  part  of  the  fmictions  of  Government  to  expend 
the  public  revenues  in  facilitating  private  trading  by 
shipping  gold  about  at  the  public  expense.  That  is 
my  view.  There  is  no  doubt  tha,t  the  present 
procedure  is  economical  from  the  trader's  point  of 
view,  but  it  is  a  loss  to  the  Government. 

5113.  {Chairman.)  Under  the  practice  which  has 
been  pursued,  gold  has  not  been  shipped  either  way  ? — 
Gold  has  been  shipped  to  and  from  India.. 

5114.  There  has  been  a  certain  amount  of  gold 
shipped  ? — Government  have  shipped  back  some  gold, 
too. 

5115.  To  the  extent  to  which  the  Secretary  of 
State  has  sold  in  excess  of  his  own  needs,  that  form  of 
remittance  has  been  substituted  for  the  shipment  of 
gold  ? — Yes. 

'  5116.  And  to  that  extent,  or  to  a  proportion  of  that 
extent,  the  re-shipment  of  gold  has  been  avoided  ? — To 
some  extent  the  re-shipment  of  gold  has  been  avoided. 

5117.  Has  that  cost  India  anything  ? — Yes. 

5118.  Will  you  tell  me  why  and  how? — Because 
evfery  sale  which  the  Secretary  of  State  has  made  of 
rupees  below  gold  import  point  is  a  direct  loss  to  the 
Indian  revenues. 

5119.  Then  you  hold  that  no  gold  should  be  sold 
below  Is.  4J-d.  ? — ^Below  gold  import  point.  It  fluctuates 
of  pourse. 

5120.  When  you  are  speaking  of  the  gold  import 
point  are  you  thinking  of  the  point  at  which  it  pays  to 
ship  gold  fi"om  London  ? — No,  not  necessarily  from  Lon- 
don ;  it  may  be  from  Egypt  or  it  may  be  from  Australia. 

5121.  It  often  is  cheaper,  I  think,  to  ship  either 
from  Australia  or  from  Egypt  than  from  London  ? — 
Yes. 

5122.  But  in  your  opinion  the  Secretary  of  State 
ought  to  hold  out  for  some  fixed  minimum,  ought  he 
not  ? — Yes,  I  think  so. 

5123.  What  is  that  fixed  minimum  ? — I  should  put 
the  fixed  minimum,  so  far  as  sales  on  behalf  of  the 
home  charges  ai-e  concerned,  at  a  shade  below  gold 
import  point.  Possibly  on  the  year  that  would  be 
about  Is.  4Jgd. ;  sometimes  it  would  be  Is.  4d.  and 
14  annas,  that  is  to  say.  Is.  4:f^d. ;  sometimes  it  may 
even  drop  below  Is.  4^^^^. ;  it  may  sometimes  approach 
Is.  4^2(1!. ;  but  on  the  w'hole,  on  the  average,  I  should 
think  Is.  4-d^gd.  would  be  a  reasonable  fixed  rate  to  take. 

5124.  You  would  fix  the  rate  at  such  a  point  as 
would  make  him  cei"tain  to  obtain  the  amount  that  he 
wanted  himself  ? — Yes. 

5125.  And  you  would  never  sell  below  that  rate  ? 
—No.  ,. 

5126.  Would  there  not  be  great  difiiculty  in  getting 
at  all  a  level  point  throughout  the  year  ? — I  cannot  see 
aBy  reason  for  the  difficulty. 

5127.  I  take  it  that  the  demand  is  much  greater  at 
one  period  of  the  year  than  at  another  ? — Undoubtedly. 

5128.  Would  the  greater  demand  come  in  the 
second  period  of  the  year  ? — In  the  second  period  of 
the  official  year,  yes. 

5129.  Supposing  that,  finding  that  the  demand  was 
■slack  and  the  rates  therefore  low  in  the  first  part  of 
the  yeai-,  he  had  offered  very  little,  could  he  be  quite 
certain  that  he  would  be  able  to  cover  that  in  the  latter 
portion  of  the  year  ? — 1  think  so. 

5130.  We  come  again  to  your  original  criticism,  I 
think,  that  he  is  unduly  cautious  .'' — Very  much  so  in 
this  respect. 

5131.  In  your  opinion,  he  might  take  much  greater 
risks  than  he  does  ? — I  think  that  the  process  of 
auctioning  might  very  well  be  abolished,  and  if  there 
were  a  brass  plate  on  the  door  of  the  India  Office 
saying  -that  rupees  are  always  obtainable  here  at 
Is.  4-^ad.  on  any  day  of  the  week  and  at  any  time,  that 
would  meet  the  case  probably.  Of  coui-se  there  are 
piactical  difficulties.  The  Treasiiry  balances  in  India 
would  have  to  be  sufficient  to  permit  of  the  sale  of 
rupees  in  this  way,  but  it  seems  to  me  that  there  is  no 
reason  why  the  rupees  should  be  auctioned,  or  why  they 
should  not  be  available  at  all  times  at  a  fixed  rate. " 


5132.  Is  not  the  auction  a  way  of  obtaining  the  best 
price  possible  r — Yes. 

5133.  And  is  it  not  the  best  way  ? — Not  at  present, 
because  the  present  auctions  are  Conducted  on  an 
incorrect  minimum.  They  are  being  sold  at  present, 
for  example,  below  Is.  4d.,  which  in  my  opinion  is 
merely  throwing  money  away. 

5134.  Supposing  the  Secretary  refused  to  sell  until 
he  got  a  higher  figure,  he  would  not  sell  at  all,  would 
he  ? — I  think  he  probably  would. 

5135.  You  think  he  is  so  far  in  the  position  of  a 
monopolist  that  he  can  practically  fix  his  own  price 
within  the  limits  which  you  have  named  ? — Yes,  I  feel 
quite  certain  of  that. 

5136.  Youi-  criticism  rests  upon  that  assumption, 
that  he  really  commands  the  market,  and  can  make  his 
own  price  ? — Yes. 

5137.  (Mr.  Oillan.)  May  I  ask  what  you  think 
would  happen  in  a  famine  year  ? — I  think  that  portions 
of  the  Treasuiy  balances  and  of  the  Gold  Standard 
Reserve  would  be  shipped  home  in  sovereigns. 

5138.  There  would  be  no  drawing  of  Council  bills  ? 
— Possibly  not.  You  would  ship  home  probably  some 
of  the  revenue  collections  in  the  form  of  sovereigns. 

5139.  (Chairman.)  Have  you  considered  what  effect 
the  fixing  of  a  rigid  rate  of  that  kind  might  have  on 
the  balance  of  trade  ? — I  do  not  think  it  would  have 
any  effect  at  all. 

5140.  You  do  not  think  that  the  course  of  trade  is 
affected  by  the  rates  at  which  these  transfers  can  be 
obtained  ? — Not  on  the  whole.  They  may  produce  tem- 
porary fluctuations,  but  on  the  whole,  taking  the  year's 
trade  as  a  whole,  I  do  not  think  it  has  the  slightest 
effect  whether  you  make  it  Is.  i\d.,  U.  4d.,  or  Is.  i^d. 

5141.  To  what  length  do  you  cany  that  ?  Sup- 
posing instead  of  Is.  4d.  the  Secretary  of  State  said, 
"  I  will  not  sell  below  Is.  Qd.,"  what  then  ? — I  think  he 
would  get  Is.  Qd. 

5142.  Could  he  get  2s.  ?— I  think  so. 

5143.  Practically,  in  your  opinion,  the  Secretary  of 
State  can  fix  the  rupee  at  any  value  he  likes,  and  can 
enforce  it  on  the  market? — Any  reasonable  figure. 
You  cannot  caiTy  it  to  an  absurdity. 

5144.  (Lord  Faher.)  He  could  not  caixy  it  to  a  price 
at  which  you  could  ship  gold  ? — Under  the  existing 
legislation  by  which  the  sovereign  is  legal  tender  for 
15  rupees  he  could  not  at  present  sell  it  at  higher  than 
Is.  4id!.,  because,  according  to  the  present  legislation, 
sovereigns  are  legal  tender  for  the  equivalent  of 
15  rupees.  That  would,  of  course,  need  to  be  altered, 
and  the  sovereign  would  have  to  be  legal  tender  for 
10  rupees  if  it  were  contemplated  to  force  the  rupee 
up  to  2s.  '  • 

5145.  (Chairman.)  But  apart  fi-ota  that',  you  think 
he  could  force  the  rupee  to  any  price'' he  liked  by 
merely  refusing  to  sell  it  at  a  lower  price  ?— Yes,  any 
reasonable  price. 

5146.  How  does  the  experience  of  1893  bear  that 
out?  I  put  it  to  you  that  in  1893,  when  the  mints 
were  closed,  the  Secretary  of  State  was  urged  to  sell 
no  Council  bills  cheaper  than  Is.  4i.  ?— Yes. 

5147.  His  experience  was  that  sales  at  that  price 
were  impracticable,  but  for  six  months  he  refused  to 
sell  at  lower  than  Is.  3Jd.  The  maintenance  for  a  time 
of  this  minimum  converted  the  normally  favourable 
balance  of  trade  into  an  unfavourable  one? Tem- 
porarily. 

5148.  At  Is.  Sid.  the  Secretary  of  State  could  only 
sell  tnvial  amounts  of  bills  ?— That  is  so,  the  reason 
bemg  that  the  Secretary  of  State  flooded  India  with 
tons  of  silver  rupees  at  the  time  when  the  mints  were 
closed,  and  consequently  there  were  more  rupees  avail- 
able than  anybody  wanted,  and  the  Secretary,  of  State 
had  to  wait  for  several  months  before  any  demand  for 
more  rupees  arose. 

5149.  Meanwhile  he  had  to  borrow  nine  millions  to 
■maie  good  the  shortage  in  his  receipts  in  this  country? 

5150.  Then  he  resumed  the  sales,  but  at  a  lower 
price  ? — -Yes. 

5151.  You  think  there  is  no  lesson  to  be  leai-ntfrom 
that  except  the  fact  that  too  many  rupees  had  been 
coined  immediately  before  the  closing  of  the  mints  ?— 
Tea. 
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5152.  {Sir  Boher^  Chalmers.)  What  did  the  exchange 
go  to  later  on  ?  Was  it  1*.  O^d.  ?— It  dropped  in  those 
days  before  the  closing  of  the  mints. 

5153.  No,  I  mean  after  1893.  It  was  about  Is.  Old., 
was  it  not? — A  shade  below  Is.  Id.,  as  my  memory 
serves  me. 

5154.  That  was  some  time  after  the  closing  of  the 
mints  in  1893,  when  there  was  nothing  special  in  the 
way  df  extra  additions  to  the  currency? — The  year 
that  exchange  fell  below  Is.  Id.  was,.I  think,  about 
1894,  but  I  am  not  quite  certain. 

5155.  (Ohairman.)  Assuming  that  the  Secretary  of 
State  addpted  the  policy  which  you  suggest,  the  effect 
would  be  very  largely  to  increase  the  shipments  of 
gold  to  India  ? — ^Yes. 

5156.  What  do  you  thiuk  would  happen  to  the  gold 
when  it  got  there  ? — ^I  think  as  the  years  went  on  more 
and  more  of  it  would,  pass  into  circulation  and  be  used 
exactly  as  gold  is  used  in  every  other  country. 

5157.  That  would  be  a  gradual  process  ?^ — Tes,  a 
gradual  process. 

61^8. .  In  the  meantime  what  would  happen  to  the 
gold  ?  ■  I  suggested  to  you  that  the  major  portion  of  it 
would  have  to  be  shipped  back,  but  I  think  you  do  not 
agree  with  that  ? — Some  of  it  might  have  to  be  shipped 
back,  yes;     It  would  depend  on  the  balance  of  trade. 

5159.  And  the  rest,  until  gold  largely  inoi'eased  in 
circulation,  would  be  where ;  would  it  be  in.  hoards,  or 
would  it  be  retui-ned  into  Government  treasuries,  or 
what? — I  think  at  first  it  would  probably  acoumulate 
in  tbe  Paper  OuiTcncy  Reserve,  and  a  certain  pro- 
portion no  doubt  would  be  hoarded.  I  think  the 
hoarding  would  diminish  year  by  year. 

5160.  In  subsection  (5)  of  paragraph  5  of  Part  II.  of 
Appendix  XXI.  (page  556)  you  say :  "  As  soon  as  a 
"  sum  equivalent  to  the  total  of  the  home  charges  had 
"  been  realised,  not  another  rupee  should  have  been 
"  put  up  for  auction  until  the  proportion  of  sovereigns 
"  in  the  Indian  currency  had  exceeded  public  require- 
",  meiits."  Whdt  exactly  do  you  mean  by  that  ?  Do 
you  mean  until  the  Paper  Ouirenby  Reserve  was  over- 
loaded, with  sovereigns  and  insufficiently  supplied  with 
rupee's  to  meet  possible  demands  ?— 'Tes. 

5161.,  Has  there  not  been  rather  more  than  enough 
gdld  in  the  treasuries  and  Paper  Currency  Reserve  in 
India  of  late  ?■ — The  rupee  portion  of  the  Paper  Cur- 
rency Reserve  sunk  to  a  low  figure  last  year. 

5162.'  Then  take  the  reserve  treasuries  in  Jndia. 
On  March  31  last  there  was  nearly20  millions  of  gold  ? 
-^Tes,  I  believe  there  was. 

5163.  Would  you  consider  that  when  20  miUioas 
of  gold  had  been  reached  the  public  requirement  was 
exceeded? — No,  not  necessarily. 

'5164.  Have  you  any  measure  which  you  Could 
indicate  to  us  of  what  figui-e  the  public  does  require  ? 
— I  think  the  measure  is  -the  demands  of  the  banks 
who  are  financing  trade.  There  have  been  several 
occasions,  I  think,  when  the  supply  of  rupees  has  ran 
short,  especially  in  Bengal,  and  when  the  banking 
community  were  caUiiig  out  for  more  rapees.  When 
that  stage  is  reached,  it  4s  evident  that  rapees  are  in 
demand. 

5165.  That  stage  never  ought  actually  to  be  reached. 
The  Government  of  India  ought  to  foresee  the  difficulty 
before  it  arises  and  always  have  rupees  enough?— Tes, 
I  think  so. 

5166.  They  must  act  in  prevision  of  such  a  demand 
aiidLnot  merely  coin  rupees  after  it  is  found  that  they 
cannot  supply  them."— Tes,  I  think  so,  although  I 
believe  the  usual  practice  in  this'  country  is  for  the 
banks  to  make  demands  for  token  coinage,  and  when 
the  banks  make  demand  then  the  mint  authorities 
coin  the  small  change  and  issue  it.  In  the  same  way, 
when  the  banks  make  demands  for  rapees  in  India 
then  the  Goveniment  might  issue  raphes. 

5 167.  The  position  is  not  quite  the  same  in  India  ? 
— Not  quite  the  same . 

5168.  Because  you  do  not  have  an  institution  Uke 
the  Bank  of  England  ?— It  is  not  quite  the  same,  but 
it  is  very  much  the  same.  ;    , 

,5169.  When  there  is  as  much  as:19.jniUionarof 
wold  in  the  reserves  in,  India  and  in  theti-easuriea  is 
not  your  condition  met  that  th^;  proportion--,  of:  sover- 


eigns in  the  Indian  currency  has  exceeded  public 
reqmi-ements  ? — Not  necessarily.  There  is  no  reason 
why  the  entire  Gold  Standard  Reserve  should  not  bo 
held  in  sovereigns,-  and  very  nearly, the  whole  o^  the 
Paper  Cui-rency  Reserve  held  in  sovereigns,  and  nearly 
the  whole  of  the  balance  in  the  Government  treasuries 
held  in  sovereigns ;  there  is  no  reason  why  the  entire 
cm-rency  should  not  be  sovereigns. 

5170.  We  are  talking  of  the  public  requh-ements 
for  sovereigns  ? — Tes. 

5171.  I  am  not  now  talking  of  the  Gold  Standard 
Reserve  or  the  Paper  Currency  Reserve,  but  if  the 
number  of  sovereigns  or  the  amount  of  gold  in  the 
Treasuiy-  stands  at  a  very  high  figure,  is  not  that 
because  the  public  has  paid  in.  sovereigns  and  not 
drawn  them  put  ? — Not  necessarily.  It  may  indicate 
that  the  public  are  using  sovereigns  as  currency  and 
that  Government  revenug  is  collected  in  sovereigns, 
and  that  the  trade  of  the  country  is  carried  on  by 
means  of  sovereigns.  It  does  not  necessarily  mean 
that  there  are  too  many  sovereigns,  or  that  the 
proportion  of  sovereigns  in  the  currency  is  unduly 
large ;  it  does  not  necessarily  mean  that. 

5172.  What  do  you  mean  by  saying  that  the 
Government  should  sell  no  more  bills  until  the  pro- 
portion of  sovereigns  in  the  Indian  currency  has 
exceeded  public  requirements  ? — I  mean  until  the 
banks  and -the  pubhc  are  demanding  more  rupees. 

5173.  Until  the  Government  are  unable  to  supply 
the  demand  for  rupees  ? — Yes. 

5174.  And  short  of  that  point  arising  you  would  go 
on  accumulating  gold  ? — Tes.  May  I  correct  para- 
graph 5,  sub-clause  (c),  of  Part  II.  of  Appendix  XXI. 
(page  556)  ?  The  last  portion,  of  the  paragraph  reads  : 
"  but  not  at  a  lower  rate  than  specie  point  for  gold 
"  imports — ^then  Is.  4^d."  I  should  like  to  make  it 
read  "then  about  Is.  4!j^d.,"  because,  of  course,  the 
gold  point  was  hot  a  fixture,  and  I  do  not  mean  to 
imply  that  that  figure  indicates  a  fixed  figure.  It  is 
&R  apJ)roximate  figure. 

5175.  I  am  coming  now  to  your  conclusions  in  this 
sectioii,  paragraph  7.  You  say  that  it  is  only  by  the 
means  whiph  you  have  pr'oposed  that  the  India  Office's 
noxious  interference  with  the  foreign  exchang^es, 
iinports  of  gold,  local  discounts  and  "general  price 
levels  can  be  checked.  As  regards  foreign  exchanges, 
the  object  of  the  Government  of  India,  I  suppose  you 
wotdd  agree,  has  been  to  maintain  the  exchange  at  a 
stable  point,  as  stable  as  they  could  ? — Up  to  a  certain 
point,  yes.  This  p61icy  has  not  been  carried  sufficiently 
far. 

5176.  Then  your  objection  is  not  to  the  object,  but 
you  say  that  they  have  not  carried  out  the  object ,  out 
effectively?— They  have  not  carried  it  out  to  its  con- 
clusion, that  is  to  say,  they  have  not  securedthe  highest 
obtainable  rate  for  the  rupfees  which  they  are  selling.  '• 

5177.  Is  it  your  opinion  that  it  is  India's  interest  tb 
have  a  stable  exchange  ? — ^Yes. 

5178.  Has  that  been  secured  by  the  system  which 
has  been  adopted  ? — Speaking  genei-ally,  yes. 

5179.  Could  it  have  been  secured  in  any  other  way 
except  by  large  gold  imports  ? — I'  do  not  quite  follow. 

5180.  Suppose  the  Secretary  of  State  had  not  sold 
Council .  drafts  to  the  extent  to  which  he  has,  the 
exchange  would  only  have  been  maintained. ,  by  the 
export  of  gold  ? — Yes,  and  always  at  gold  point.  We 
should  not  have  had  exchange  down  below  Is.  4d.  or 
at  Is.  43^^. ;  we  should' have  had  exchange  regularly 
alid  steadily  in  the  neighbourhood  of  Is.  4!^^d. 

5181.  And  that,  I  think  you  have  already  said  to  me, 
would  be  more  costly  to  the  Indian  trade  than  the  pre- 
sent system  ? — No,  not  costly  to  Indian  trade  as  a  whole. 

5182.  But  more  costly  to  the  people  who  had  to 
make  the  remittances  ? — It  would  be  temporarily  to 
those  people  who  are  interested  in  the  import  trade  of 
India  an  advantage  to  get  as  high  a  rate  of  exchange 
^s  they  could,  but  it  is  only  a  temporary  advantage. 
It  is  not  a  permanent  advantage.  It  is  an  advantage 
from  day  to  day  and  week  to  week.  If  I  am  a  Man- 
chester importer,  for  example,  it  is  an  advantage  to  me 
week  by  week  to  get  as  high  a  rate  of  exchange  as  I 

.,<?^n»and.if  ,1;  f!,taan  exporter  of  .produce  from  India 
then  it  is  an  advantage  to  me  week  by  week  to  get  a,s 
low  a  rate  of  exchange  as  I  can ;  but  thaf'is  nota 
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permanent  advantage  or  a  permanent  loss  to  India. 
It  is  only  a  temporai-y  matter  from  week  to  week  or 
from  month  to  month. 

5183.  On  the  general  balance  the  advantage  of  the 
community  is  to  have  a  stable  exchange? — Y"es,  a 
stable  exchange.  I  do  not  think  it  makes  any  difference 
to  India  whether  it  is  stable  at  Is.  3d.,  Is.  3^d.,  Is.  4eZ., 
or  Is.  4ji.,  so  long  as  there  is  a  fixed  exchange. 

5184.  Ton  have  said  quite  clearly,  and  very  reason- 
ably from  one  point  of  view,  that  you  do  not  think 
it  is  the  business  of  the  Government  to  be  managing 
the  foreign  exchange  ? — Not  at  all ;  it  is  most  objec- 
tionable. 

5185.  Do  you,  apai-t  from  that,  make  any  criticism 
of  the  action  of  the  Secretary  of  State  ?  I  think  you 
do,  but  I  want  to  get  it  quite  clearly  ? — In  regard  to 
the  sale  of  Council  di-afts  ? 

5186.  Yes  ? — My  only  objection  in  this  connection 
is  that  the  Secretary  of  State  is  making  a  rate  of 
exchange. 

5187.  And  that  he  is  not  making  it  as  good  for 
himself  as  he  might  ? — That  is  exactly  the  case.* 

5188.  (Lord  Faber.)  I  only  want  to  ask  you  a  very 
few  questions.  We  have  heard  a  good  deal  about  the 
big  balances  at  home ;  and,  granted  that  they  are  too 
big,  I  suppose  you  think  that  that  is  more  a  question 
of  expediency  than  a  question  of  principle  ?  It  depends, 
in  fact,  upon  the  failure  of  the  monsoon,  or  two 
monsoons  running,  or  upon  the  inability  of  the 
Government  to  pay  for  material  for  railways  which 
had  been  contracted  for  but  which  had  not  been 
delivered,  and,  therefore,  the  balance  has  swelled  in 
that  way.  Tou  would  agree  that  it  is  more  a  question 
of  expediency  and  not  of  principle;  it  is  not  a  big 
question  in  itself? — I   am  not  quite  sure  whether  I 

Note  by  Mr.  Webb. 
*  The  following  extracts  from  the  press  in  India  with 
regard  to  the  Secretary  of  State's  sale  of  India  (Office)  Council 
bills  on  the  12th  February  1913  speak  for  themselves  : — 

1.  -'jis  was  to  be  expected,  in  view  of  the  happenings  in 
the  local  money  market,  there  was  on  Wednesday  a  slacker 
demand  for  Councils,  with  a  consequent  decline  in  the  mini- 
mum rate,  at  which  these  were  let  go,  to  Is.  id.  for  bills,  and 
Is.  i^^.  for  telegraphic  transfers,  tenderers  at  these  rates 
receiving  seven  per  cent,  of  their  requirements.  The  total 
taken  in  bills  was  Rs.  15,10,000,  and  in  T.  T.  Rs.  84,90,000 
a,nd  Rs.  100  lakhs  will  be  again  on  offer  next  week.  The  two 
matters  for  comment  in  this  allotment  are  the  heavy  propor- 
tion of  T.  T.,  Calcutta  alone  taking  Rs.  iH  lakhs  in  view  of 
the  comparative  surplus  of  money  here,  and  the  fact  that  the 
Secretary  of  State  continues  to  keep  his  offerings  -at 
Rs.  100  lakhs,  in  view  of  the  diminishing  rate." — Calcutta 
commercial  correspondent  in  the  "  Pioneer"  of  17  Ij'ebruary  191.S. 

2.  "The  Secretary  of  State  has  sold  100  lakhs  at  the 
periodical  bidding  on  Wednesday  of  which  85  lakhs  were 
allotted  in  telegraphic  transfers.  The  India  Office  has 
accepted  one  thirty-second  less  and  has  not  reduced  the 
amount  of  Council  bills,  which  seems  to  cause  some  irrita- 
tion among  Exchange  banks." — "  Times  of  India"  (Bombay), 
15th  February  1913. 

The  probable  explanation  of  the  Secretary  of  State's  action 
■in  thus  artificially  depressing  exchaugo,  is  given  in  the 
following  letter  of  the  1 3th  February  1 9 1 3,  to  the  "  Sind  Gazette  " 
(Karachi)  : — 

3.  "  May  I  point  out  to  your  readers  that  the  Secretary  of 
State  for  India  has  now  stopped  the  further  importation  oE 
sovereigns  into  India  by  the  simple  expedient  of  artificially 
forcing  down  exchange.  Yesterday  the  India  Office  sold 
15  lakhs  (ft  rupees  deliverable  in  Calcutta  at  Is.  id.  each.  Of 
Course,  nobody  can  afford  to  import  into .  India  sovereigns 
which  will  only  command  Rs.  15  each  in  India,  when,  by 
giving  those  sovereigns  to  the  Secretary  of  State  for  India  in 
London,  fifteen  rupees  can  be  obtained  from  the  Treasury  at 
Calcutta  or  Bombay  or  Madras." 

The  Secretary  of  State  has  not  the  slightest  need  for  these 
extra  sovereigns  in  London.  Indeed  he  holds  over  30,000,000?. 
of  India's  money  there  already.  But  by  this  simple  device  of 
selling  legal-tender  rupee  tokens  at  below  gold  import  point, 
he  prevents  India  from  receiving  in  gold  the  sums  that  are 
due  to  her  in  payment  of  the  balance  of  trade  in  her  favour. 

Here  we  have  yet  another  example  of  how  the  India  Office 
manipulates  India's  exchange  and  currency,  not— let  it  be 
carefully  noted— for  the  benefit  of  India,  but  solely  for  the 
benefit  of  a  section  of  the  London  money  market. 

It  is  exactly  the  same  trick  that  used  to  be  played  centuries 
ago  to  prevent  this  or  that  country  from  getting  the  precious 
metal.  That  the  India  Office  should,  in  this  twentieth  century, 
stoop  to  a  repetition  of  the  practices  of  the  M  iddle  Ages  in 
this  connection  is  a  striking  comment  upon  the  way.  in  which 
modern  London  thinks  it  is  able  to  govern  inoderil  India. 
The  India  Office  is -jnaking  a  sad  mistake.  " 


follow  the  drift  of  the  question.  My  view  is  that 
there  ought  to  be  no  big  balances,  but  if  there  are  big 
balances  they  ought  to  be  used  in  India  and  not  in 
England ;  they  ought  to  be  used  first  in  India  rather 
than  in  England.  If  by  unavoidable  circumstances 
large  balances  are  accumulated  in  England,  then  they 
must,  of  course,  be  used  in  the  best  possible  way.  In 
those  particular  instances  I  do  not  think  tliat  those 
balances  have  been  even  used  in  the  best  possible  way, 
because  they  have  been  used  for  short-period  loans 
rather  than  for  long-period  loans. 

5189.  Would  you  change  the  date  of  the  budget  ? 
It  would  enable  the  Chancellor  of  the  Exchequer  in 
India,  so  to  speak,  to  budget  nearer  the  mark  if  the 
budget  was  made  after  the  monsoon  ? — I  do  not  think 
so.  I  think  the  monsoon  has  got  to  come  into  every 
year,  whether  it  comes  early  or  comes  late. 

5190.  Yes ;  but  in  one  case,  as  I  understand  it — 
I  may  be  wrong — ^you  budget  before  the  monsoon,  and 
in  the  other  you  budget  after  ? — The  object  of  the 
budget  is  always  to  prepare  a  statement  for  the  year 
to  follow.  It  is  an  estimate  of  your  financial  arrange- 
ments for  the  year  to  come,  and,  whether  you  make 
that  forward  estimate  in  the  month  of  March  or  in 
the  month  of  September,  in  either  case  you  would 
have  the  monsoon  coming  into  the  12  months,  and  it 
would  be  equally  uncertain,  because  you  would  be  cal- 
culating for  the  coming  monsoon  of  the  next  year. 

5191.  (Chairman.)  If  your  financial  year  began  on 
October  1,  would  iiot  the  Finance  Department  know 
much  more  of  the 'prospects  of  the  year  than  when  it 
began  on  April  1  ? — ^They  would  know  no  more  about 
the  year  to  come,  but  they  would  have  a  very  much 
better  idea  of  the  year  which  had  just  passed. 

5192.  But  would  not  they  have  of  the  year  to  come  ? 
Would  not  they  by  the  month  of  October  know  what 
the  results  of  the  one  monsoon  had  been,  which  was 
the  more  important  one.P — Yes,  in  that  respect  they 
would  know  what  closing  balance  they  would  be  likely 
to  have. 

5193.  (Lord  Faber.)  They  would  know  whether 
India  was  likely  to  be  prosperous  in  the  coming  year 
owing  to  a  good  monsoon  having  passed  ? — Yes. 

5194.  Are  you  aware,  touching  the  question  of  the  big 
balances  again,  thatfor  the  first  timeforagood  many  years 
certainly  India  is  not  raising  this  year  any  loans  at  all  ? 
They  are  going  to  take  it  out  of  the  budget  balances 
— I  am  very  glad  to  hear  it. 

5195.  As  you  know,  they  boiTow  generally  four  or 
five  millions  a  year  at  home  ? — Yes. 

5196.  They  have  not  done  so  this  year ;  it  is  coming 
out  of  the  balances ;  or,  at  least,  so  we  are  informed  ? 
—That  is  a  policy  which  I  think  should  have  been 
adopted  some  time  ago. 

5197.  Do  you  think  that  if  the  Secretary  of  State  in 
London  lent  for  longer  than  five  weeks,  say  for  three 
months,  he  would  get  materially  better  tei-ms,  bearing 
in  mind  the  great  factor  that  the  Secretary  of  State 
only  lends  on  very  first-class  floaters  in  London? 
What  I  mean  is  this  :  Given  that  the  Secretary  of 
State  wants  this  particular  kind  of  security,  would  he 
ever  be  able  to  get  much  better  rates  than  he  does  now 
for  three  or  five  weeks'  money  ?  Is  it  not  rather  the 
class  of  security  that  makes  the  loan  so  difficult  to  put 
out? — I  think  a  long-period  loan  must  of  necessity 
command  a  better  rate  than  a  three  weeks'  loan,  no 
matter  what  the  security  is.  It  stands  to  reason  that 
you  can  make  better  use  of  money  which  is  in  your 
hands  for  three  months  than  you  can  of  money  which 
ism  your  hands  for  three  weeks.  How  much  greater 
the  advantage  would  be  is  a  matter  which  I  am  not 
sufficiently  expert  to  give  an  opinion  on,  but  you  would 
get  an  advantage  undoubtedly. 

5198.  At  the  moment,  as  the  Chairman  says  to  me, 
perhaps  you  would  pay  more  for  the  three  weeks'  loan 
than  you  would  for  the  three  months'  loan  ?— That  is 
possible. 

5199.  Taking  it  for  granted  that  part  of  the  big 
balance  should  be  lent  in  India,  would  you  teU  us  what 
your  own  mind  is  about  the  possibility  of  lending  it— 
on  security,  of  course  ?  I  think  you  perhaps  agree  that 
security  should  be  demanded  in  all  cases ;  if  not,  I 
should  like  to  hear  your  reasons  for  not  demanding  it ; 
but,  granting  that,  do  you  think  you  could  lend  out 
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these  big  balanc^  which  are  sometimes  lent  out  on 
behalf  of  India  in  this  big  market  of  London  ? — I  do 
not  think  it  cotdd  be  done  with  the  same  ease  with 
which  it  can  be  done  in  this  country,  but,  bearing  in 
mind  that  my  view  is  that  the  large  balances  ought  not 
to  exist,  1  think  there  would  be  no  difficulty  in 
disposing  of  the  small  balances  which  might  lie 
accumulated  in  the  Government  treasuries. 

5200.  Do  you  think  that  when  the  Indian  Govern- 
ment is  lending  out  money  in  India  they  should  lend 
by  tender  ?  It  is  rather  a  good  principle,  is  it  not  P — 
I  should  think  so.     I  think  it  is  a  good  principle,  yes. 

5201.  One  more  question  which  interests  me  very 
much,  the  exchange  question.  I  gather  that  you  only 
want  the  Government  to  sell  enough  bills  to  give  them 
the  money  which  they  require  for  home  charges  if 
—Yes. 

5202.  You  do  not  want  them  after  that  to  interfere 
in  the  trade  of  India  at  all;  you  want  the  trade 
balance  between  the  two  countries  to  be  regulated  by 
gold  exported  or  imported  as  the  balance  of  trade  may 
demand  ? — Yes. 

5203.  As,  in  fact,  is  done  now  between  other 
civilised  countries,  such  as  America  and  England,  and 
England  and  Paris  ? — Yes. 

5204.  (Sir  Robert  Chalmers.)  As  to  a  State  bank,  do 
you  think  there  is  any  organic  demand  for  a  State 
bank  in  India  ? — No. 

5205.  One  other  question  on  a  matter  which  was 
touched  on  in  your  examination-in-chief,  and  that  is 
the  paper  currency.  I  am  referring  to  paragraph  12 
of  Part  I.  of  Appendix  XXI.  (page  553).  Do  you 
really  contemplate  enlarging  the  paper  currency  with- 
out either  metal  or  securities  behind  the  additional 
notes  ?  —No. 

5206.  What  do  you  propose  to  do  ? — With  regard 
to  the  paper  currency,  to  continue.as  at  pi-esent. 

5207.  In  answer  to  the  Chairman,  I  gathered  that 
you  said  that  in  time  of  stringency  or  difficulty  you 
would  set  the  printing  press  to  work  and  you  would 
print  notes,  putting  into  the  reserve  neither  securities 
nor  metal  ? — In  periods  of  grave  national  emergency, 
yes. 

5208.  You  would  ? — In  periods  of  grave  national 
emergency. 

5209.  But  that  paragraph  of  your  memorandum  on 
the  subject  of  paper  currency  proposes  that  you  should 
have  your  normal  balances  redviced  to  your  10  millions 
in  view  of  the  fact  that  you  have  got  a  certain  reserve 
in  hand  for  paper  currency  ? — Yes. 

5210.  Is  that  i-eserve,  in  whatever  form  it  is  held 
behind  the  notes,  too  big,  in  your  judgment? — The 
metallic  proportion  of  the  reserve  ? 

5211.  Metallic  or  securities.  I  am  not  entering 
into  the  proportion,  but  do  you  think  that  the  total 
reserve  is  too  big  at  present  P — Not  at  all.  The  total 
i-eserve  is  exactly  the  same  as  the  amovint.  of  the  note 

issue. 

5212.  You  would  be  prepared,  then,  to  reduce  that, 
and  to  reduce  your  Treasm-y  balances,  because  you 
could  draw  away  from  behind  the  notes  something, 
metal  or  securities,  which  is  there  ? — In  case  of  emer- 
gency, yes. 

5213.  But  you  would  be  doing  that  on  a  normal 
basis,  would  you  not,  according  to  that  paragraph  ; 
you  would  be  calculating  on  normal  circumstances  and 
reducing  your  Treasury  balances  ? — Yes. 

5214.  Do  you  think  that  is  quite  sound  and  safe  ? 
— For  the  Government  of 'India,  yes. 

5215.  You  would,  therefore,  ex  hypothesi,  be  reduc- 
ing the  security  behind  the  notes  as  they  stand  to-day  ? 
Yes. 

5216.  And  you  would  be   doing  that  in  normal 

times  ? — Yes. 

5217.  Coming  to  paragraph  3  of  Pai-t  I.  of  Appen- 
dix Xxi.  (page  550),  would  you  be  so  good  as  to  turn 
to  the  figures  which  Mr.  Abrahams  p\it  in,  of  which  you 
have  a  copy,  I  think.  It  is  Appendix  No.  II.  Will 
you  look  at  page  81  of  that  P— That  is  Statement  E. 

5218.  That  is  the  one.  Do  you  see  the  totals  for 
the  four  years  in  the  last  column  but  one ;  that  is  what 
I  am  going  to  ask  you  questions  on  P— Yes. 

5219.  You  point  out  that  nearly  20  millions  more 
than"  was  actually  necessary  in  four  yeai-s  has  been 
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collected,  and  you  put  that  down  to  heavy  taxation  ? 
—Yes. 

5220.  Is  that  quite  supported  by  that  page  in  the 
returns  at  which  you  are  looking  ?  Under  the  heading 
of  "  Net  Revenue  "  you  will  see  that  the  thii-d  item  is 
"  Taxation,"  which  accounts  for  just  over  two  millions 
of  the  20  millions  for  the  four  years  P — Yes. 

5221.  Therefore,  strictly  speaking,  the  taxation  has 
resulted  only  in  two  millions  of  the  total  amount  of 
20  millions  to  which  you  referred  in  that  paragi-aph  of 
your  memorandum ;  that  is  so,  is  it  not  ? — -Yes,  that 
would  appear  to  be  so. 

5222.  And  the  great  factors  in  makiag  up  the 
20  millions  are  "  Opium,  7,310,457/.",  and  "  Commercial 
undertakings  (including  railways),"  which  is  over  74 
million  pounds  P — Yes. 

5223.  Those  big  items  are  not  taxation;  there  is 
an  amount  of  about  15  millions  out  of  the  20  millions 
that  does  not  come  from  taxation  ? — Yes. 

5224.  Who  do  you  think  paid  the  extra  amount  on 
the  opium,  amounting  to  7,310,457Z.  ?  Did  the  ryot  or 
the  inhabitants  of  India  pay  it  ? — Yes. 

5225.  Do  you  think  so  P — Yes. 

5226.  Do  you  think  the  incidence  was  on  anybody 
in  India  P — No,  not  the  ultimate  incidence. 

5227.  Is  it  not  a  question  of  price  ?  Was  it  not 
paid  for  by  the  Chinaman  P — Yes. 

5228.  So  that  that  was  not  a  burden  on  the  people 
of  India  P— No. 

5229.  Taking  lihe  commercial  undertakings,  includ- 
ing railways,  which  resulted  in  an  excess  amounting  to 
71  millions,  that  is  mainly  railways,  as  I  think  we 
quite  agree  ? — -Yes. 

5230.  How  would  that  result  P  Is  not  that  mainly 
between  the  ports  —  the  produce  going  out  and 
imports  coming  in  ?  —  Goods  traffic  and  passenger 
traffic.  The  passenger  traffic  was  a  very  large  pro- 
portion, in  fact,  it  is  the  major  proportion,  of  the 
Indian  I'e venue  from  railways. 

5231.  You  would  put  this  down  to  passengers  and 
not  to  goods,  would  you  ? — No,  it  is  probably,  in  the 
main,  goods,  I  should  think. 

5232.  It  would  be,  in  fact,  prosperous  trade  in  and 
out  P — Yes,  I  should  think  so. 

5233.  Therefore,  would  you  quite  hold  that  the  20 
millions  represents  over-taxation  of  India,  if  you  look 
at  it  in  detailed  examination,  even  to  this  extent  P — No, 
it  would  appear  that  the  whole  of  the  20  millions  is  not 
altogether  over-taxation. 

5234.  That  is  all  I  meant  ? — ^A  large  proportion  of 
it  is  not  over-taxation ;  it  is  revenue  collected  in 
excess  of  expenditure.  That  is  how  it  is  described  in 
my  note,  "  Revenue  collected  in  excess  of  actual  expen- 
ditui'e."     Those  are  the  words. 

5235.  The  excess  of  expenditure  arose  not  specific- 
ally from  what  is  called  taxation  P — -Only  a  proportion 
of  it. 

5236.  And  that  proportion  about  10  per  cent,  of 
your  20  millions  P — A  small  proportion,  yes. 

5237.  .Will  you  turn  to  Appendix  II.,  Statement  B, 
on  pages  74-5  P — Yes. 

5238.  Taking  the  total  closing  balance  in  the 
Budget  for  1913-4,  that  stands  at  16,639,1002.,  does  it 
not  ? — Yes. 

5239.  That  is  a  reduction  from  the  actual  closing 
balance  of  1912-3  of  about  11  millions  P — Yes. 

5240.  Similarly,  going  back  a  year  further,  there  is 
a  reduction  from  30,669,702L  to  19,589,871Z.  P— Yes. 

5241.  And  in  the  year  before  a  reduction  from  30 
million  pounds  odd  to  about  21J  millions  ? — Yes. 

5242.  And  in  the  first  of  the  three  or  fom-  years 
you  have  taken  there  is  a  reduction  from  25,074,522i. 
to  17,735,242Z.  ?— Yes. 

5243.  Those  figiu-es  indicate  a  very  definite  desire 
on  the  part  of  the  Government  of  India  to  reduce  their 
balances — ^to  use  their  balances  in  some  form  or  other. 
They  have  actually  reduced  their  balances  by  very 
substantial  amounts  throughout  the  period  of  four 
years  ;  is  not  that  so  P — It  appeai-s,  as  far  as  I  am  able 
to  see  by  the  figures,  that  each  year  the  Grovemment 
have  estimated  a  smaller  balance,  but  actually  they 
collected  a  much  lax-ger  one. 

5244.  I  quite  agree,  but  having  collected  the  still 
larger  one,  they  sought  with  great  anxiety  always  in 
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the  next  year  to  reduce  their  balances  and  not  to  keep 
them  so  high  as  they  have  grown  to  be,  as  a  matter  of 
fact  ? — So  the  figiu-es  seem  to  indicate. 

5245.  What  use  do  you  suppose  they  have  made  of 
those  sums  which  they  took  out  of  their  (as  you  say) 
inflated  balances  P  What  use  did  they  actually  make 
of  these  moneys  ?  May  I  suggest  the  answer  ?  Will 
you  tm-n  to  Statement  A  in  Appendix  II.,  page  72, 
which  deals  with  the  receipts,  disbursements,  and 
balances  for  the  year  1912-3.  If  you  will  look  under 
the  head  of  "  B.  Receipts,"  you  will  observe  "  Loans 
issued,  5,000,000Z.",  that  is  item  3 .?— Tes. 

5246.  Now  will  you  look  under  "  0  disbursements." 
Tou  will  see  the  item  "  Capital  outlay  on  railways, 
hiigation  works,  and  Delhi." — Yes. 

5247.  That  is  over  11|  millions,  is  it  not  ? — Tes. 

5248.  The  next  item  is  caUed  "  Discharge  of  debt," 
•  and  it  is  65  miUions  ? — Tes. 

5249.  Adding  those  two  items  9  and  10  together, 
they  amount  to  18  millions  ? — Tes. 

5250.  That  is  capital  outlay  in  discharge  of  debt. 
We  began  with  the  figure  "  loans  issued,"  which  is  five 
millions ;  consequently,  there  was  13  millions  that 
had  been  expended  which  had  possibly,  would  you 
say,  come  out  of  balances  ? — It  appears  on  the  face 
of  it  that  nearly  12  million  pounds  was  expended 
in  1912-3  on  railways,  irrigation  works,  Delhi,  and 
discharge  of  debt. 

5251.  Over  and  above  the  amount  of  loans  issued? 
—Tes. 

6252.  Now  turning  back  to  the  page  before,  page  71, 
for  the  year  1911-2,  we  have  a  similar  sum  net  over  and 
above  the  loans  issued,  amounting  to  about  eight  mil- 
lions. I  arrive  at  that  like  this  :  Do  you  see  item  3 
"  Loans  issued,  4,188,400i. "  ?— Tes. 

5253.  Then  I  come  down  to  items  9  and  10,  and  I 
add  those  together,  and  make  them  about  12  million 
pounds,  which  makes  a  difEerence  of  about  8  million 
pounds  ? — Tes,  so  it  appears. 

5254.  For  the  year  1910-1  you  find  a  similar 
balance  of  about  seven  millions ;  you  can  take  that  from 
me.  For  the  pui-poses  of  that  question  I  take  items  3 
and  3a  together  ? — That  is  six  million  pounds  odd  of 
loans,  and  about  13  million  pounds  of  expenditure. 

5255.  That  leaves  about  seven  millions  ;  that  would 
show  that  there  has  been  great  expenditure,  and  that 
the  expenditure  must  have  come  from  some  place  other 
than  revenue  or  capital  ? — Tes. 

5256.  And  the  expenditure  with  which  we  have  been 
dealing  is  net  over  and  above  the  loans  issued  ? — Tes. 

■  5257.  In  a  previous  question  I  drew  attention  to 
the  steady  amount  by  which  the  (as  you  would  say) 
inflated  balances  had  been  reduced  ? — Tes. 

5258.  They  have  in  fact  been  applied  to  capital  pur- 
poses or  the  discharge  of  debt  ? — Some  portions,  yes. 

5259.  To  the  extent  which  we  have  mentioned? — 
Tes,  apparently. 

5260.  Aild  that  sort  of  pm-pose  is  one  that  copi- 
mauds  your  approval  ? — Tes,  certainly. 

5261.  Coming  to  Part  II.  of  your  memorandum 
(page  554),  i^  the  Government  of  India  in  the  ultimate 
analysis  in  a  different  position  from  any  individual 
who  has  money  to  get  ? — No. 

5262.  What  does  an  ordinary  individual  do  having 
to  remit  money  from  India  to  England?  Does  he 
stand  out  for  Is.  4\d.  ? — Do  you  mean  an  ordinary 
individual  ? 

5263.  Tes  ? — It  is  no  use  standing  out  for  it,  be- 
cause the  Secretary  of  State  undersells  him  every  time. 
There  is  no  reason  why  he  should  not  get  Is.  4JcZ. 
except  for  the  Secretary  of  State. 

5264.  Tou  think  that  the  Secretary  of  State  is  in 
such  a  very  strong  position  as  to  be  able  to  dominate 
everything  ? — I  do. 

5265.  Is  the  exchange  of  In^dia  essentially  on  a 
different  footing  from,  we  will  say,  the  exchange 
between  London  and  Paris  ? — No. 

5266.  Dealing  with  France,  taking  the  par  of 
exchange  which  we  have  agi-eed  to  be  equal  to  25  francs 
22  centimes,  do  you  think  that  an  individual  or  a  big 
corporation  should  always  stand  out  for  something 
over  that,  parity  P^ — No.  The  circumstances  are  not 
the  same,  though,  bocause  as  a  rule  the  balance   of 


trade  is  very  much  in  India's  favour,  and  conse- 
quently India,  as  a  rule,  has  large  sums  which  have 
to  be  remitted  to  Indig..  As  things  stand  at  present 
there  is  no  way  of  remitting  those  sums  except  by 
either  shipping  gold  or  purchasing  the  Secretary  of 
State's  Council  drafts.  If  you  ship  gold,  the  exchange 
stands  at  Is.  ^d.  or  1«.  4f^d.,  and  there  it  would  nearly 
always  remain  were  it  not  that  the  Secretary  of  State 
comes  in  and  sells  mpees  at  1».  3^d.  for  no  reason 
whatever. 

5267.  Have  you  any  support  in  any  country  of  the 
world  that  you  can  point  to  for  your  departure  from 
the  general, doctrinei  of  exchange? — To  what  doctrine 
do  you  refer  ? 

5268.  The  doctiine  that  you  should  be  prepared  to 
get  your  money  across  at  your  own  time  within  specie 
point ;  that  is  the  general  doctrine.  Why  should  India 
depart  from  it? — There  is  no  reason  why  India  should 
depart  from  it.  If  India  were  worked  at  specie  point 
the  public  would  have  to  effect  their  remittances  at 
specie  point. 

5269.  What  do  you  mean  by  specie  point  ?  Do  you 
mean  a  bit  below  and  a  bit  above  Is.  4d.  ? — By  specie 
point  I  mean  the  point  equivalent  to  the  cost  of  importing 
sovereigns  into  India.  That  is  what  I  call  specie 
point. 

5270.  That  would  answer  to  25  francs  33  centimes 
in  Paris  ?^-Possibly. 

5271.  Would  you  say  that  a  person  ..similarly 
positioned,  dealing  in  that  exchange,  should  refuse  to 
deal  except  at  25  francs.  33  centimes  ? — No,  because  I 
do  not  know  that  the  balance  of  trade  is  regularly 
largely  in  favour  of  Paris  as  between  London,  and 
Paris,  but  in  the  case  of  India  the  balance  of  trade 
is  largely,  as  a  rale,  in  favour  of  India.  It  is  largely  in 
the  one  direction  in  the  case  of  India,  and  therefore 
exchange  generally,  without  the  interference  of  the 
Secretary  of  State,  would  always  i-emain  in  the  neigh- 
bourhood of  Is.  4^(Z.  until  such  time  as  a  change 
occurred  and  the  balance  of  trade  was  turned  in  the 
opposite  dh-ection. 

5272.  Would  you  expect  to  be  able  to  get  the  rate 
that  you  favour  at  all  seasons  in  the  year  ? — Tes. 

6273.  That  is  your  belief  ?— Tes. 

5274.  {Chairmam.)  Tou  mean  whatever  amounts 
the  Secretary  of  State  might  require  at  any  season  of 
the  year  ? — Tes. 

6276.  {Sir  Ernest  Gable.)  Throughout  your  evidence 
you  evidently  have  been  in  favour  of  budgeting  more 
closely  ? — Tes. 

5276.  That  would  involve,  would  it  not,  more  bor- 
rowing by  the  Government  of  India  for  reproductive 
public  Works;  he  would  have  to  borrow  more? — As 
compared  with  the  recent  procedure,  yes. 

5277.  With  reference  to  that,  do  you  think  they 
could  borrow  more  in  India  than  they  do  now  ?— Tes. 

5278.  At  the  present  rate  of  interest  ? — Tes,  I 
think  so. 

6279.  Tou  would,  not  think  it  necessary  that  they 
should  iacrease  the  interest  ? — I  do.  not  think  so.  I 
think  there  is  more  capital  available'  in  India  than  is 
popularly  supposed. 

5280.  And  you  think  it  would  come  out  in  larger 
quantities  if  required?— I  think  so,  especially  if  the 
rupee  paper  could  be  used  as  security  for  advances  from 
the  Government  in  times  of  heavy  trade  pressure.  If 
holders  of  rapee  paper  could  always  utilise  that  paper 
to  obtain  loans  from  the  Government  in  the  busy 
season  of  the  year  I  think  there  would  be  greater  scope 
and  greater  demand  for  mpee  paper  than  there  is  at 
present. 

5281.  In. your  evidence  regarding  lending  out  the 
Government  balances  you  advocated  lending  not  only 
to  the  Presidency  banks  »nd  the  exchange  banks,  but 
also  to  firms  ?- — Yes. 

5282.  Of  course,  there  are  first  class  firms  and 
second  class  firms.  Tou  would  not  suggest  lending  to 
any  firm  P — Oh  dear,  no,  certainly  not. 

5283.  Would  it  not  be  rather  an  invidious  task  for 

the   Government   to    discriminate  between  firms  P 

It  is  a  task  that  the  India  Office  seems  to  have  carried 
out  most  successfully.  There  are  72  favoured  borrowers 
on  the  India  Office  list  in  the  City  of  London,  and  I  do 
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not  know  wliy  ther^hould  not  be  72  favoured  borrowers 
on  tihe  Government  of  India  list  in  India.  I  think  I 
could  make  a  larger  list  than  72. 

5284.  Then  you  went  on  to  say  that  you  thought 
there  would  be  very  large  opportunities  in  India  for 
utilising  this  capital.  Do  you  wish  to  include  in  the 
purposes  for  which  this  capital  is  to  be  used,  expendi- 
tm-e  on  local  industrial  enterprises,  or  merely  on 
financing  crops  ? — Mainly  I  have  in  my  mind  the 
financing  of  crops. 

5285.  Ton  would  not  suggest  that,  the  money 
borrowed  from  Government  should  be  utilised  for  other 
enterprise  ? — Not  in  private  enterprises,  no.  -  '^Ijere  are 
many  occasions  when  improvement  trusts  and  port 
trusts  and  municipalities  require  large  sums  of  money 
which  ths  Government  might  place  at  their  disposal 
if  they  felt  that  it  was  beneficial.  .;    ,      T 

5286.  I  gathei'ed  that  you  were  rather  "against  a 
State  bank  ? — I  am  unable  to  find  that  the  advantages 
outweigh  the  disadvantages  to  India. 

5287.  I  was  only  going  to  ask  you  whether  any 
State  bank;  which  would  be  looked  upon  Ijy  the 
masses  as  a  Government  bank,  would  not  have  the 
effect  on  the  populace  of  bringing  out  hoards  on 
deposit? — It  might  conceivably  do  60,  yes, 

5288.  That  was  one  of*  the  things  that  occurred  to 
me? — The  public  have  an  opportunity  now  of  taking 
advantage  of  the  Post  Office  Savings  Bank  in  India, 
and  I  think  the  figures  show  that  the  Post  Office 
Savings  Bank  is  being  used  more  and  more  every  year. 
I  recognise  that  it  is  ah  argument  in  favour  of  the 
State  Bank  that  it  might  help  to  attract  dieposits  from 
nervous  depOsitox's ;  that  is  an  argument  in  favour  of  a 
State  bank,  and  a  sound  argument j  I  think. 

;5289'.  (Mr.  Oladstone.)  I  gathei"  ^;hatyoU  do  not 
think  that  there  would  be  very  extensive  opportunities 
of  lending  money  in  India,  but  that  if  the  Government 
balances  were  considerably  reduced  the  i  sums  which 
would  be  available  would  be  very  moderate  ? — Yes. 

5290.  And  such  as  the  market  would  take  ? — -Yes. 

5291.  With  regard  to  yoiir  suggestion  that'  loans 
should  not  be  limited  to. the  Presidency  Banks,  we 
have  had  it  in  evidence  from  the  Exchanije  Banks  that 
they  would  prefer  that  the  loans  should  be  limited  to 
the  Presidency  Banks.  They  would  not  care  to  take 
the  loans  themselves  ? — That  is  a  matter  in  which  the 
Exchange  Banks  know  their  business  bette:i'  than  I  do. 

5292.  We  have  had  that=  in  evidence.  'Then  if  the 
Government  are  to  look  to  J)rivate  individuals  to  take 
these  loans,  would  it  not  be  Very  advisable  for  them 
from  time  to  time  to  issue  a  moderate  amount  of  short 
fixed  term  bearer  bonds  which  would  be  convenient 
security  with  the  smallest  possible  fluctuation  ? — Yes, 
Pthink-  such  anissue  might  bfe  vety  useful. 

5293.  That  would  be  a  seo\u-ity  which  would  be 
.popular  Vith  private'  individuals,  and  which  they  would 
be  willing  to  hold  throughout  the  year,  and  to  utilise 
for  loan's  in  exceptional!  oases  ?— Yes,  I  think  that  would 
be  very  useful.  '  . 

5294.  There  is  obviously  an  objection  to  holding 
rupee  paper,  which  ma,y  be  expected  to  fluctuate  with 
market  conditions,  not,' perhaps,  to  the  same  extent  as 
Consols  do  here,  but  in  a  smaller  way  ?-^Yes,  I'  think 
such  an  issue  would  be  very  useful. 

5295.  With  reference  to  paragraph  15  of  Pai-t  I.  of 
Appendix  XXI.  (page  554),  sub-paragraphs  (a)  and  (6), 
have  you  c6nsidei-ed :  the  system  followed  in  regard  to 
the  purchase  of  stores  at  thelndia  Office  for ;  railways 
and  other  things." — I  know  the  system;  I  have  some 
knowledge  of  the  system. 

5296.  Averylai-ge  amount  of  money  is  involved  ? 

—Yes. 

5297.  And  this  has  to  be  taken  .into  accoimt  m 
fixing  the  amount  of  the  balances  in  London?— Yes. 

5298.  If  railway  and  other  Government  s;tores  were 
purchased  and  paid  f6r  in  India, :  the  amount  of  the 
Home    Government    balances    might    bfe  ;pro    tanto 

reduced? — ^Yes,  _;         ,     ,,  .  ,    . 

5299.  You  see  no  objections  to  this  course  bemg 
followed  ?--If  for  many  years  the  India  Office  Was  a^le 
to  woi-k  with  a  balance  of  four  millibns  I  see  no  reason 
why  they  should  not  stiU  be  able  to  work  with  a  similar 
balance,  and  not  requii-e  15  or  18  milHons. 


6300.  My  point  is  that  if  they  had  not  to  purchase 
those  large  amounts  of  railway  and  other  stores  and 
pay  for  them,  that  would  be  put  upon  the  Government 
of  India,  who  would  pay  in  India  in  I'Tipees,  and  to  that 
extent,  of  course,  the  balances  here  might  be  reduced  ? 
— Yes,  certainly. 

5301.  Which  policy,  I  understand,  you  favour? — 
Yes,  certainly. 

5302.  I  understand  your  view  is  that  there  is  no 
reason  why  the  Secretary  of  State  should  do  for  the 
Indian  trade  by  excess  sales  of  Council  bills  what  no 
other  Government  does  for  traders  ? — Quite  so. 

5303.  But  is  there  any  other  country  in  the  same 
position  as  India  and  England  ? — Not  exactly,  no. 

5304.  Is  it  your  view  that  the  movement  of  the 
crops  might  be  left  to  banks  and  to  traders  just  the 
same  as  it  is  in  the  Argentine  and  Egypt  ? — Yes,  I 
think  so. 

5305.  Put  do  you  think  it  is  possible  for  the  Govern- 
ment to  avoid  the  great  responsibility  which  they  now 
carry  in  regard  to  maintaining  the  Gold  Standard 
Reserve  and  other  matters  ?  Is  it  possible  for  them  to 
leave  that  entirely  to  what  I  may  call  private  enter- 
prise P — I  think  that  as  soon  as  a  little  more  gold  has 
flowed  into  India  there  will  be  no  necessity  for  the  Govern- 
ment to  have  anything  to  do  with  it.  I  think  the  gold 
standard  will  be  maintained  in  exactly  the  same  way 
as  it  is  maintained  in  every  other  country,  without 
Government  assistance  at  all.  I  think  that  as  soon  as 
there  is  a  little  more  gold  in  the  country  there  will  be  no 
necessity  for  a  Gold  Standard  Reserve  or  for  anybody 
to  think  or  trouble  or  worry  about  exchange-^not  the 
slightest.  There  will  be  sufficient  gold  in  the  country 
to  provide  for  export  whenever  the  trade  balance  tui-ns 
against  India,  and  in  that  case  there  is  nothing  what- 
ever for  the  Government  to  worry  about  as  to  foreign 
exchange  or  maintaining  6ven  the  standard. 

5306.  But  during  the  interval  during  which  that 
happy  state  of  things  is  being  brought  to  pass. 
Government  must  maintain  their  responsibility  and 
control  ? — Yes,  I  think  so. 

5307.  Therefore,  you  do  not  really  think  that  the 
conditions  are  the  same  as  in  Cajiada,  for  instance  ? — 
Not  yet. 

5308.  You  hope  they  may  be  ?— They  will  be,  I  feel 
sure,  in  a  very  few  years.  My  own  view  is  that  they 
would  have  been  so  10  years  ago  had  it  not  been  that 
the  gold  standard  policy  has  not  been  carried  out. 
There  was  a  Committee  which  sat  in  1898  which  re- 
ported exactly  what  should  have  been  done.  Had  the 
Fowler  Committee's  policy  been  carried  out  there  and 
then  on  the  spot,  the  gold  currency  and  standard  might 
have  been  efEectively  established  many  years  ago.  That 
is  my  view. 

5309.  I  think  with  regard  to  the  balances  yovir  view 
is  that  a  total  of  10  millions  as  a  minimum  balance  is 
sufficient,  of  which  seven  millions  should  be  held  in 
India  and  three  millions  in  London  ? — I  said  so. 

5310.  And  I  think  you  said  you  based  those  figures 
upon  some  actual  returns  for  a  particular  year  which 
you  would  let  us  have  ? — YeS. 

5311.  I  believe  Sir  James  Westland^-I  suppose  it 
is  15  or  20  years  ago — ^fixed  upon  8  crores  as  the  mini- 
mum balance  in  India  ? — ^I  do  not  know. 

5312.  That,  of  course,  has  not  been  worked  to, 
because  it  is  said,  and  truly,  that  India  has  developed 
enormously,  the  number  of  treasuries  has  greatly 
increased,  and  the  trade  of  the  country,  and  so  on,  and 
therefore  that  is  a  figure  that  has  been  treated  as 
obsolete.  You  do  not  hold  that  view  ? — ^I  do  not 
know  at  all.  I  did  not  know  that  that  figui-e  had  been 
fixed  on  or  discussed  at  all.  I  was  not  aware  of  that 
fact. 

5313.  Do  you  think  that  in  the  management  of 
treasuries,  sub-treasuries,  and  district  treasuries  the 
Government  do  not  take  sufficiently  into  account  the 
modem  improvements  in  railway  facilities  and  tele- 
grams, and  so  on  ? — I  have  not  gathered  any  impression 
that  the  treasuries  ai-e  badly  managed. 

5314.  But  I  gather  that  your  view  is  that  the 
balances  are  too  large  ? — Yes  ;  it  is  very  much  easier 
now  by  means  of  telegvams  and  railways  to  shift  money 
from  treasury  to  treasury  than  it  was  fifty  years  ago. 
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5315.  Tou  have  not  yourself  made  any  careful 
examination  of  those  treasuries — the  daily  ti-ansactions 
and  the  maximum  and  minimum  balances  which  they 


hold  ? — Not  any  further  than  is  revealed  in  the  Paper 
Currency  Reports,  which  I  have  frequently  read  and 
studied, 


The  witness  withdrew. 


At  the  India  Office,  Whitehall,  S.W. 


THIRTEENTH   DAY. 


Friday,  11th  July  1913. 


Present : 
The  Right  Hon.  AUSTEN  CHAMBERLAIN,  M.P.  (Chairman). 


Lord  Fabbb. 

Lord  -KlLBKACKEN,   G.C.B. 

Sir  Robert  Chalmers,  K.C.B. 

Sir  Ernest  Cable. 

Sir  Shapurji  Burjorji  Broacha. 


Sir  James  Begbib. 

Mr.  Robert  Woodbuen  Gillan,  C.S.I. 
Mr.  Henry  Neville  Gladstone. 
Mr.  John  Maynard  Keynes. 

Mr.  Basil  P.  Blackett  (Secreta/ry). 


The  Hon.  Montagu  De  P.  Webb,  C.I.E. ,  recalled  and  further  examined. 


5316.  (Sir  Shapurji  Broacha.)  The  recommendations 
of  the  Indian  Cim-ency  Committee  made  14  years  ago, 
which  were  accepted  by  the  Seoretaiy  of  State  and 
the  Government  of  India  in  1899,  should  now,  you 
consider,  be  oanied  out  in  their  entirety  ? — Yes. 

5317.  I  think  you  have  changed  your  opinions  very 
much  in  the  last  14  years  ? — Yes,  very  much. 

5318.  Do  you  wish  that  the  recommendations  of 
the  Fowler  Committee  should  be  treated  as  sacrosanct 
in  1913,  although  that  is  not  what  you  thought  in 
1898  ? — I  have  changed  my  opinion  since  1898,  for 
very  good  reasons  I  may  add. 

5319.  The  members  of  that  Committee  were  human 
like  youi'self  ;  should  we  not  therefore  now  be  guided 
by  the  light  of  experience  ?  That  was  the  greatest 
experiment  of  all  ages,  and  we  have  stumbled  badly  in 
many  places ;  but  we  have  now  the  light  of  experience 
in  other  countries,  and  we  have  the  experience  of  what 
has  happened  in  India.  May  we  not,  therefore, 
suppose  that  it  is  necessary  to  have  a  change  in  some 
respects  ? — Certainly,  if  it  is  proved  necessary. 

5320.  Then,  of  course,  the  report  of  the  Fowler 
Committee  is  not  sacrosanct  ?■ — In  my  opinion  the 
recommendations  are  sound. 

5321.  The  Committee  was  composed  of  human  beings 
like  yourself? — ^In  my  opinion,  events  have  proved 
that  the  reconmiendations  of  the  Committee  were 
sound  and  correct. 

5322.  They  are  sound  in  your  opinion  now  ? — Yes, 
because  the  production  of  gold  has,  since  that  period, 
so  veiy  enormously  increased.  That  is  why  I  have 
changed  my  opinion. 

5323.  You  say  in  the  four  years,  1910,  1911,  1912 
and  1913,  there  has  been  an  excess  of  20  millions  over 
the  budget  estimates  ;  is  that  not  so  ? — Yes,  there  has 
been  an  excess  of  revenue  collected  of  20  millions. 

5324.  You  said  that  though  you  heard  Sir  Robert 
Chalmers  state  that  of  that  amount  about  14  miUions 
were  non-recurring  windfalls,  and  after  knowing  that 
not  only  will  one  of  the  windfalls,  opium,  as  a  wind- 
fall wholly  disappear,  but  even  any  revenue  from  opium 
is  likely  to  disappear,  as  I  presume  you  will  admit? — 
It  looks  like  it. 

5325.  Should  you  not  therefore  deduct  the  14 
miUions  from  the  20  millions,  thus  leaving  only  six 
millions  of  excess  revenue  ? — I  cannot  say  from  memory 
how  much  of  the  20  millions  represents  collections 
from  opium  sales. 

5326.  Do  you  think  a  million  and  a  half  of  excess 
revenue  per  year  in  a  progressive  country  of  320  million 
inhabitants  who  are  increasing  in  prosperity  by  leaps 
and  bounds  is  a  great  excess  ?— No.  ' 


5327.  I  think  it  means  a  very  closely  made  budget, 
:for  which  whoever  made  it  deserves  great  credit  ? — In 
spite  of  the  warnings  of  the  time  about  the  opium 
revenue  ?  I  think  at  the  time  the  extra  silver  taxa- 
tion, &c.,  was  put  on,  it  was  pointed  out  very  clearly  to 
the  Government  of  India  that  the  opium  revenue  would 
inci'ease  in  the  immediate  future  and  not  diminish. 

5328.  You  speak  about  the  silver  taxation,  but  I 
think  that  has  been  a  blessing  in  disguise,  because  it 
has  raised  the  accumulations  by  11  per  cent.  P — I  cannot 
speak  to  the  percentage  from  memory. 

5329.  It  has  enriched  the  Indian  people  to  that 
extent  ? — I  do  not  regard  the  extraction  of  taxation  in 
order  to  accumulate  money  in  the  Government  treasuries 
as  a  way  of  enriching  the  people. 

5330.  You  say  that  India  has  for  some  years  been 
unnecessarily  heavily  taxed,  and  that  the  budgets  have 
not  been  framed  to  correct  this  over-taxation.  Is  not 
India  the  lightest  taxed  country  in  the  world  ?  Could 
you  name  a  country  that  is  more  lightly  taxed  than 
India  is  at  present  ? — It  depends  on  the  way  in  which 
the  problem  is  regarded. 

5331.  What  it  depends  on  is  the  income  of  the 
country,  is  it  not? — H  the  taxation  is  regarded  in 
reference  to  individual  incomes,  I  should  think  India 
was  heavily  taxed;  but  if  the  amount  of  revenue 
extracted  from  a  country  of  that  size  is  only  taken 
into  consideration,  then  the  country  is  lightly  taxed. 

5332.  Japan  resembles  us  in  wages,  and  Japan,  of 
course,  is  not  a  very  rich  country.  The  taxation  in 
Japan  per  head  is  17  rupees,  and  the  taxation  per  head 
in  India  is  34  rupees  ;  what  do  you  say  to  that  ? — I  am 
not  surprised,  in  view  of  the  recent  Russo-Japanese 
war. 

5333.  Then  why  should  you  say  that  India  is  heavily 
taxed  ?  It  is  not  a  heavily  taxed  country  at  aU.  Take, 
for  instance,  the  taxation  in  Egypt,  which  you  might 
call  a  poor  country ;  there  it  is  21  rupees  per  head. 
In  Turkey  even  it  is  14  rupees  per  head.  You  have 
asserted  that  more  money  had  been  collected  in  India 
than  was  necessary  ?— Than  was  necessary  for  the 
purpose  of  meeting  expenditure. 

5334.  Yet  India  has  a  fifth  of  the  taxation  of 
Japan,  a  fourth  of  the  taxation  of  Turkey,  and  a  sixth 
of  the  taxation  of  Egypt,  per  head  of  population ;  do 
you  accept  those  figures  ?— I  think  it  is  quite  possible. 

5335.  I  think  yon  must  confess  that  there  is  not 
a  country  so  lightly  taxed  as  India  is  ;  if  you  do  not 
aApxit  it,  show  me  one.  You  are  a  public  writer,  and 
you  know  Indians  have  taken  up  your  cries,  and  I  want 
you  to  prove  that  cry  that  India,  compared  with  any 
other  countrjr  m  the  world,  is  heavily  taxed  ?— I  do  not 
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think  that  is  relevant  to  the  assertion  which  I  make 
in  my  note. 

5336.  Talking  of  taxation,  you  must  say  that  India 
is  the  most  lightly  taxed  country  in  the  world,  must 
you  not  ? — I  think  for  its  size  that  is  probably  correct, 
although  India  is  also  the  poorest  country  in  the  world 
per  head  of  population. 

5337.  It  is  just  as  poor  as  Japan,  and  the  wages  of 
both  countries  are  the  same  ? — I  do  not  regard  low 
wages  as  a  test  of  prosperity. 

5338.  Compared  with  any  country  in  the  position 
of  India,  India  is  the  most  lightly  taxed  country  of 
the  world  ? — Per  head  of  population ;  and,  as  I  say,  it 
is  also  the  poorest  country  in  the  world,  per  head  of 
population. 

5339.  I  compare  India  to  a  country  that  is  equal 
to  India  in  many  respects,  and  that  country  is  Japan ; 
next  comes  Turkey,  then  Egypt,  then  Russia.  We 
are  only  taxed  one-foui-th  of  what  they  are  taxed,  or 
one-sixth,  or  one-seventh,  or  one-tenth.  I  have  taken 
here  the  poorest  countries,  so  I  think  it  must  be 
admitted  that  India  is  a  very  lightly  taxed  country  P — 
Undoubtedly  it  is  per  head  of  population,  and,  as  I 
have  said  more  than  once,  it  is  also  the  poorest  country 
in  the  world  per  head  of  population. 

5340.  Is  it  better  than  Japan  in  wages  ? — I  do  not 
know. 

5841.  Our  wages  and  Japan's  wages  are  the  same 
in  the  mills  ? — I  doubt  it  very  much. 

5842.  Then  prove  it  ? — It  is  possible  that  the  wages 
of  mill  hands  in  Bombay  may  be  higher  than  the 
wages  of  mill  hands  in  Japan,  but  India  is  a  very  great 
agricultural  country,  and  I  do  not  regard  the  wages  of 
mill  hands  in  Bombay  as  necessarily  a  test  of  the 
prosperity  of  the  whole  country. 

5343.  As  a  general  proposition,  we  are  large 
employers  of  labour  in  the  centre  of  India,  and  we 
are  giving  200  per  cent,  more  wages  than  we  were 
giving  six  years  ago,  or  even  10  years  ago,  and  wages 
have  risen  about  300  per  cent,  even  in  the  Punjab  ? — 
Some  wages  have. 

5344.  In  which  part  of  India  would  you  say  that 
the  wages  are  poorer  than  in  Japan  ? — ^I  make  no  such 
assertion. 

5345.  I  say,  taking  the  wages  per  head,  and  com- 
paring everjrthing,  India  is  the  most  lightly  taxed 
country  in  the  world  ? — ^I  think  possibly  it  is  per  head 
of  population. 

5346.  Ton  say  "  possibly  it  is,"  but  can  you  prove 
otherwise  ? — ^I  have  not  the  material  at  my  disposal  at 
this  moment  to  enable  me  to  examine  the  wages  of  all 
the  countries  of  the  world;  but  I  think  it  is  quite 
possible  that  India,  per  head  of  poulation,  is  more 
lightly  taxed  than  any  other  country. 

5347.  Tou  say  in  paragraph  4,  Part  I.  of  Appen- 
dix XXI.  (page  550),  "  On  the  contrary,  in  a  country 
"  that  is  notoriously  handicapped  for  want  of  ample 
"  supplies  of  cheap  capital,  and  where  the  i-ates  of 
"  interest  and  discount  rise  to  heights  unknown  in 
"  any  other  part  of  the  Empire,"  and  so  on.  Will  you 
state  in  which  other  countries  of  the  Empire  except 
England,  the  rate  of  interest  is  higher  than  in  India  P 
I  do  not  know  any  country  where  it  is  higher  than 

in  India.  ,  n  • 

5348.  I  am  talking  of  Canada,  I  am  talkmg  ot 
Australia,  I  am  talking  of  the  West  Indies,  and  all 
those  places  ;  is  the  rate  of  interest  there  higher  than 
in  India  P — I  do  not  think  so. 

5349  I  can  prove  my  point  by  one  personal 
instance  of  youi-s.  Though  the  bank  rate  was  8  per 
cent,  in  Mai-oh  or  April,  yom-  firm  could  have  borrowed 
at  4§  per  cent,  or  5  percent,  at  any  time  during  the  last 
four  or  five  years  P— Ai-e  you  referring  to  last  March  ? 

5350.  Tou  can  take  any  March  in  the  last  five  years. 
Tour  firm  has  been  able  to  borrow  for  12  months  at 
44  or  5  per  cent,  for  the  working  of  its  miUs.  Show 
me  any  miU  in  Lancashire  that  could  borrow  for 
•  12  months  at  4^  per  cent.  P— I  cannot  show  you  any 
miUin  Lancashire.  I  do  not  know  what  they  are  paying 
for  their  money  in  Lancashire.  ,.,.,„ 

5351  I  am  talking  of  your  firm,  and  I  tell  you  they 
are  able,'  aU  through  the  year,  even  when  the  bank  rate 
is  8  per  cent.— jiist  now  it  is  6  per  cent.— to  bon-ow  at 


4i  per  cent.  Even  when  the  bank  rate  was  6  per  cent., 
you  could  have  boiTowed  for  12  months  at  4 J  percent., 
and  there  is  not  any  other  part  of  the  Empire  where  you 
could  borrow  under  6,  8,  9, 10,  or  11  per  cent,  according 
to  the  distance,  whether  it  is  Western  Canada,  or 
Eastern  Canada,  or  Northern  Canada,  and  so  on.  Do 
you  know  that  the  best  firms  in  Australia  pay  7  per 
cent,  for  'call  money  P — I  cannot  say  what  the  best 
firms  in  Australia  pay. 

5352.  Then  you  make  this  statement,  but  you 
cannot  prove  it.  Tou,  being  an  Englishman,  have 
stated,  and  the  natives  wanting  a  cry  are  taking  it  up, 
that  India  is  the  most  heavily  taxed  country,  and  that 
the  rates  of  interest  in  India  are  more  heavy  than  in 
any  other  part  of  the  Empire.  I  think  you  have  made 
that  statement  without  having  any  proof  of  it  in  your 
own  hand? — I  believe  the  statements  which  I  have 
made  in  my  note  are  correct. 

5353.  How  are  they  correct  P  Tou  cannot  prove 
itP — So  far  as  my  experience  goes  of  the  rates  of 
interest  that  are  paid  in  the  Colonies,  I  have  never 
heard  of  such  high  rates  being  paid  as  I  have  kn^wn 
in  my  experience  being  paid  in  India. 

5354.  Give  me  an  instance  of  your  experience  ? — In 
which  country  P 

5355.  I  am  talking  of  the  Empire.  I  suppose  you 
do  not  mean  England,  but  you  mean  Australia,  or 
Canada,  or  the  West  Indies,  or  those  places.  Can  you 
show  me  whei-e  your  firm  can  borrow  for  a  year  at  4^ 
or  5  per  cent.  .P — I  do  not  regard  my  own  firm's 
transactions  as  a  criterion  of  what  money  can  be  raised 
by  other  firms. 

5356.  There  are  gentlemen  and  oflScers  who  pay 
50  per  cent.,  but  you  cannot  compare  them  when  you 
are  talking  of  the  rate  of  interest  commercially. 
Seeing  that  India  is  so  lightly  taxed,  and  that  India 
requires  a  great  many  public  works,  such  as  sanitation 
and  education,  for  the  development  of  India,  should 
not  the  Finance  Minister  continue  to  budget  a  little 
higher  rather  than  a  little  lower,  in  order  to  carry 
out  all  this  work  without  borrowing  P — If  the  Govern- 
ment of  India  propose  to  raise  money  by  taxation  for  the 
construction  of  capital  works,  that  is  a  policy  which  has 
a  great  deal  to  be  said  in  its  favour ;  but,  up  to  the 
present,  in  preparing  their  budgets,  the  Government  of 
India  have  not  in  their  budgets  stated  that  they  are 
raising  money  for  expenditure  on  capital  works.  If 
the  taxation  is  so  adjusted  as  to  produce  large  sin-pluses 
especially  to  be  devoted  to  capital  works,  I  think  there 
is  a  great  deal  to  be  said  for  it. 

5357.  If  they  have,  as  you  say,  budgeted  for  too 
much,  then  they  have  squandered  the  money ;  on  what 
have  they  spent  it  ?■ — ^I  did  not  say  the  Government  of 
India  has  squandered  the  money. 

5358.  Has  the  Secretary  of  State  squandered  the 
money  ? — I  think  the  Secretaiy  of  State  has  not  used 
it  to  the  best  advantage. 

5359.  I  agree  with  you  that  money  ought  to  have 
been  lent  in  India  where  the  rate  of  interest  is  higher. 
Now  the  Government  of  India  have  about  7  crores 
or  10  crores  in  excess  of  requirements  in  the  treasuries, 
can  they  lend  more  than  7  crores  in  India  P — Certainly, 
in  present  circumstances,  I  should  think  not. 

5360.  Then  they  have  not  been  doing  anything 
wrong  in  not  keeping  more  money  in  India  P — ^I  hold 
the  contrary  opinion. 

5361.  Tou  were  stating  yesterday  that  they  shotdd 
lend  to  the  exchange  banks.  The  Government  would 
not  lend  money  under  6  per  cent.,  or  something  like 
that,  so  why  should  the  exchange  banks  borrow  from 
the  Government  of  India  instead  of  briuging  that 
money  from  England,  especially  as  yon  say  that  they 
could  not  lend  more  than  7  crores  now  under  present 
circumstances  P — ^I  do  not  think  they  could. 

5862.  How  should  they  use  the  18  millions? 
Should  they  let  it  lie  fallow  in  India  just  for  the 
delectation  of  the  people  of  India ;  should  they  hold 
these  18  millions  there  without  interest? — I  am  not 
aware  that  the  Government  of  India  have  attempted  to 
lend  7  crores  on  the  market,  and  I  am  not,  therefore,  in 
a  position  to  say  they  could  not  have  lent  more. 
That  was  only  a  rough  estimate  on  mypart.     Possibly 
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if  7  crores  had  been  lent  to  the  public,  8  or  9  or  10 
crores  might  be  lent. 

5363.  Let  nie  tell  you — and  I  put  my  experience 
against  yours — that  the  Government  of  India  could 
not  have  lent  5  crores  ? — It  is  quite  possible. 
,  5364.  Do  you  know  that  from  1893  to  1895  this 
country,  England,  lent  money  because  they  had  no 
scope  for  it  at  five-eighths  of  1  per  cent,  for  a  year  ? — ■ 
Quite  possibly. 

5365.  And  at  half  of  1  per  cent,  for  a  year  ? — That 
is  quite  possible. 

5366.  They  have  to  employ  their  money  ;  and  3  per 
cent.,  if  they  cannot  employ  their  money  elsewhere,  is 
six  times  as  large  as  what  the  English  banks  got 
between  1893,  after  the  Baring  crisis,  and  1896  ? — I 
certainly  admit  that  three  is  six  times  as  much  as 
one  half. 

5367.  That  lasted  for  three  years  ? — I  do  not  know 
that. 

5368.  Of  course,  you  must  confess  that  they  had 
to  lend  the  money,  or  it.  would  have  been  lying  fallow 
in  India  ? — I  cannot  say  that  the  whole  of  it  wpuld 
hav8  been  lying  fallow  in  India ;  some  portion  might. 

5369.  Of  course,  it  was  ■  the  policy  of  Govern- 
ment not  to  lend,  and  I  think  it  was  an  unfoi-tunate 
policy  which  has  brought  about  all  this  trouble ;  but 
still  I  think  they  could  not  have  lent  more  ? — I  would 
not  say  that  until  I  tried  how  much  they  could  have 
lent. 

5370.  All  the  witnesses  who  have  preceded  you, 
including  bankers  of  experience,  have  said  that  they 
could  not  ? — ^I  think  it  is  quite  possible  that  it  would 
be  difficidt  to  lend  at  5  or  6  per  cent.  :■ 

5U71.  So  I  think  you  can  say  that  the  Secretary  of 
State  was  right  in  lending  at  any  rate  of  interest ;  I  do 
not  say  whether  he  lent  at  the  best  rate  or  not— that 
is  another  question — but  the  Secretary  of  State  was 
right  in  lending  money  so  as  to  get  some  interest  ? — ■ 

I  think  the  Secretary  of  State  would  have  done  better 
to  have  sent  it  back  to  India  and  have  tried  to  lend  in 
India  first, 

5372.  But  he  had  seven  crores  there  already  ?— ^That 
money  was  not  lent  out  for  the  purposes  of  India. 

5373.  The  Secretary  of  State  could  have  ordered 
that  money  to  be  lent  'if- — He  could  have  done  so,  but 
he  did  not. 

5374.  Why  did  you  take  the  Secretary  of  State's 
lending  ?  Why  did  you  not  take  first  the  Government 
of  India's  lending  in  India  what  they  had  in  excess  ? — 
They  should  have  done  so. 

5375.  I  say  you  should  have  done  so  ? — If  I  had 
taken  up  that  policy  several  years  ago,  I  should 
certainly  have  argued  that. 

5376.  They  could  not  lend  upon  security  more  than 

II  millions  in  this  country  for  a  long  time  ? — I  do  not 
know  about  that. 

5377.  This  is  the  richest  country  in  the  world,  and 
yet  at  one  time  they  could  not  lend  more  than 
11  millions  on  security? — I  noticed  that  the  India 
Office  could  not  do  so. 

.  5378.  Taking  the  two  countries  together,  India 
and  this  coimti-y,  do  you  think  India  could  have  done 
so  ? — I  cannot  say. 

5379.  Tou  are  a  very  intelligent  writer ;  can  you 
not  say  that  ? — I  cannot  say  what  the  Government  of 
India  might  have  done  had  they  tried. 

5380.  I  think  it  seems  that  you  hg-ve  made  state- 
ments without  giving  adequate  proofs  ?—  I  think  I 
have  made  sufficient  inquiries. 

5381.  Tou  cannot  give  proof  of  that  statement  for 
one.  You  say  the  Secretaiy  of  State  should  not  have 
bon-owed  three  millions  when  he  had  so  much  money 
in  hand  last  year  P — I  think  he  should  not. 

5382.  Tour  exact  words  are— this  is  in  paragraph  10, 
Part  I.  of  Appendix  XXI.  (page  563) — "  Last  year,  not- 
"  withstanding  the  vast  sums  of  public  money  at  the 
"  India  Office's  disposal,  and  in  spite  of  the  fact  that  the 
"  London  money  market  was  faced  with  more  demands 
"  for  capital  than  it  was  able  conveniently  to  meet,  an 
■'  effort  was  made  to  boiTow  3,000,OOOZ.  in  London 
"  on  behalf  of  the  Government  of  India  f  "—That 
statement  is  true. 


5383.  Seeing  that  the  Government  of  India's  credit 
is  not  so  good  in  this  country  as  it  was,  were  they  not 
right,  having  so  much  to  do  in  connection  with  public 
works  and  not  being  able  to  borrow  in  India,  to  bon-ow, 
when  they  could  bojrrow  at  a  good  rate,  as  much 
money  as  they  could  in  this  country  ? — I  do  not  think 
there  was  any  necessity  to  borrow  at  that  period. 

5384.  Do  you  know  that  they  could  not  bon-ow 
to-day  at  the  same  rate  ? — Quite  possibly.  . 

5385.  Do  you  know  that  that  same  3J  per  cent, 
stock  has  gone  down  7  per  cent,  since  the  •  last 
borrowing  P^Quite  possibly.  'i 

5386.  What  do  you  do  in  private  business  ?•— 
I  never  borrow  when  I  am  fuU  of  money. 

5387.  Tou  bon-owed  for  your  railway  a  year  before 
your  concession  •  was  given  to  you  P^ — No,  I  did  not 
boiTow  at  all. 

5388.  Tou  took  money  from  the  shareholder^  P — 
I  did  not  borrow.  I  desire  to  put  it  on  record  that 
I  borrowed  no  money,  and  that  I  did  not  ask  the 
public-  to  lend  me  any  money  in  advance  in  connection 
with  any  of  my  business  concerns.  , 

5389.  If  money  is  required,  you  say  in  paragraph  12, 
Part  I.  (page  553),  "  I  am  of  opinion  that  the  Govern. 
"  ment  of  India's  floating  cash  balance  ought,  ^n  ^he 
"  interests  of  economy,  to  be  kept  down  to  a  maxii^um 
"  of  10,000,000?.,  of  which  3,000,000?.  might  be  kept 
"  in  the  Treasury  in  London,  leaving  the  balance  of 
"  7,000,000?.  .  .  .  tp  be  held  in  the  treasuries  and 
"  Presidency  banks  in  India."  Then  you  say  that  at 
anything  like  a  time  of  necessity  they  can  take  money 
from  the  Oun-ency  Reserve ;  but  they  would  have  to 
pass  an  Act  for  that,  would  they  not  ? — Tes. 

5390.  They  could  not  do  it  offhand  P— No. 

5391.  The  Bank  Act  has  not  been  suspended  since 
1866,  but,  supposing  we  fall  short,  they  would  have  to 
suspend  the  Act  and  take  the  money  from  the  Currency 
Reserve  ? — Yes. 

5392.  Is  that  not  a  very  difficult  and  very  long  way 
to  go  in  order  to  have  starvation  supplies  given  to 
them? — I  do  not  regard  these  figures  as  starvatipn 
supplies. 

5393.  I  will  give  you  one  public  instance.  -  The 
Bombay  Poi-t  Trust  required  a  balance  of  a  crore-and- 
a-quarter  for  carrying  on  their  works^  and  the  Secre- 
tary of  State  has  to  provide  for  about  I2|  millions,  and 
has  to  be  able  to  supply  funds  for  all  the  necessaries  ; 
do  you  think  in  face  of  these  facts  that  allotment 
would  be  coiTect.P — I  think  it  is  sufficient., 

5394.  On  what  basis  do  ypu  go  P  When  a  corpora- 
tion like  the  Bombay  Poi-t  Tru^t  require  a  crore-and-^- 
quarter  or  thereabouts  to  carry  on  their  business,  d,0 
you  think  the  Secretary  of  State  should  be  pij^t  on  a 
par  with  a  port  ti-ust  P — I  think  the  figures  I  have 
given  are  large  enough. 

5395.  Do  you  know  t^iat  India  has  a  debt  of  about 
500  millions  ,pn  railways  and  other  things,  for  which 
the  Government  of  India  is  responsible  ? — ^No,  I  do  not 
know  that. 

5396.  It  is  so  ? — I  do  not  think  it  is  so. 

5397.  Then  will  you  kindly  tell  me  what  it  is  ?— I 
believe  the  Public  Debt  of  India  is  about  270  millions. 

5398.  Including  the  railway  debt,  for  which  we  are 
responsible  P— I  think  that  is  about  the  whole  of  the 
debt.  There  is  aboijt  180  millions  of,  debt  in  this 
country,  and  roughly  about  90  millions  of  debt  in 
India. 

5399.  That  is  not  all;  there  are  the  railway.com- 
pa,nies  P— I  cannot  say  f  vom  memoiy  exactly  what  the 
railw.ay  capital  comes  to. 

:  5400.  I  think  it  is  375  millions  for  railways  alone ; 
so  we,  wiU  put  it  i^  round  number^  as  something 
between  400  millions  and  500  millions.  You  have  not 
gone  into  that  raatfjer,  I  suppose  P— As  I  have  said,  I 
cannot  l€ll  you  fron;  memory  the  capital  of  the  railways. 

5401.  Do  you  know  what  the  Public  Debt  of  Russia 
IS  ?— No,  not  without  making  a  reference. 

5402.  I  suppose  it  is  500  milliops ;   in  order  to  ■ 
protect  that  debt  and  the  interest,  do  you  know  what  the 
Russian  Government  keep  in  gold  outside  Russia  P^I 
could  not  tell  you  from  memory. 

540,3.  Sixty  millions  or  thereabouts,  and,  further, 
to  protect  their  commerce  and  other  things,  the  Bank 
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of  Russia  holds  E^opean  bills  or  has  in  Em-ope 
21  millions,  do' you  know  that?— I  cannot  speak  to 
that  from  memory. 

'  5404.  It  is  in  yesterday's  "  Times"  ;  shall  I  read  it 
to  you  P— I  am  perfectly  prepared  to  take  these  asser- 
tions as  heing  coi-rect  if  they  were  ia  vesterdav's 
"Times."  J  J  J 

5405.  Do  you  know  why  the  Russians  keep  so  much 
gold  outside  their  country? — Because  their  oi'edit  is 
not  so  good  as  ours,  I  take  it. 

5406.  Do  you  know  that  there  are  people  in  Russia 
who  have  the  same  cry  as  yourself,  and  that  the 
Russian  Minister  defended  his  action  by  reference  to 
the  Russian  foreign  trade  ?— I  am  not  sui-prised  to 
hear  it. 

5407.  And  almost  all  the  papers  here  have  accepted 
it?— I  think  that  policy  might  find  a  good  deal  of 
support  in  London. 

5408.  Is  Indian  commerce  such  a  light  thing  that 
you  would  not  give  it  every  possible  facility  in  the 
money  markets  of  the  world  ?^-I  have  a  large  personal 
interest  in  Indian  commerce  myself,  and  I  do  not 
believe  what  I  think  you  are  suggesting  ia  necessary. 

'5409.  In  Part  II.,  paragraph  2,  of  Appendix  XXI. 
(page555),  you  say :  "  With  the  Indian  mints  open  to  the 
"  iree  coinage  of  silver,  and  the  sterling  value  of  the 
"  rupee  depending  entirely  on  the  sterling  price  of  silver 
"  in  London  and  New  York,  no  better  means  of  pay- 
"  ing  India's  sterling  debts  could  possibly  have  been 
"  devised  than  weekly  auctions  in  London  of  a  portion 
•'  of  the  stocks  of  rupees  accumulated  in  the  Treasuries 
"  in  India  in  the  course  of  the  collection  Of  the  revenues 
"  by  Government.  The  competition  of  the  public  at 
"these  weekly  auctions  enabled  Government  to  secure 
"  the  best  possible  sterling  prices  for  such  rupees  as 
"  were  a,uctioned,  and  the  system  was  therefore 
"  admirable  in  everyway"?  What  is  the  difference 
now? — The  mints  ai-e  closed  tosUver. 

5410.  But  up  to  1872,  the  time  when  Germany 
demonetised  silver,  the  ratio  of  15|of  silver  tol  of  gold 
remained  fixed  and  constant,  just  as  now  between  1898 
and  1913  the  ratio  of  gold  standard  has  remained 
fixed  at  16d.  of  gold  to  1  rupee  ;  so  I  think  there  is  no 
difference,  and  that  if  it  was  admirable  then  it  is 
admirable  now  ? — That  is  precisely  my  contention,  that 
the  circumstances  have  entirely  changed,  that  there  is 
every  possible  difference,  that  the  mints  being  closed 
to  silver  the  value  of  silver  rupees  in  India  is 
enth-ely  divorced  from  its  value  as  a  marketable 
commodity,  and  that  therefore  there  is  no  reason 
whatever  to  auction  rupees  at  this  moment. 

5411.  1  think  there  was  a  very  good  reason  then, 
because  they  could  have  the  silver  minted  or  sold  at 
that  ratio? — ^There  was  every  reason  for  auctioning 
rupees  when  the  nunts  were  open,  but  there  is  no 
reason  for  auctioning  when  the  mints  are  closed.    ■ 

.  5412.  Do  you  want  the  mints  to  be  opened  for  the 
Secretary  of  State  to  commence  again?— For  the  free 
oQinage  of  silver  ?     No,  certainly,  not. 

5413.  Ton  say  the  auctioning  was  all  right? — Before 
1893  it  was  all  right. 

5414.  There  was  a  ratio,  and  you  admit  that  system 
was  most  admirable  ? — Yes,  before  1893. 

5415.  Suppose  the  Secretaiy  of  State  were  to  start 
now  and  open  the  mints  in  India,  would  the  system  be 
most  admirable?  — I  do  not  thmk  the  Secretary  of 
State  should  re-open  the  mints  to  the  free  comage  of 
silver^     I  think  that  would  be  undesirable. 

5416.  You  have  said  somewhere  that  fluctuations  in 
exchange  prevent  people  from  moving  their  capital  to 
and  fro  between  England  and  India  as  freely  as  they 
might  otherwise  do.  What  about  the  fluctuations  of 
exchange  between  the  United  States  and  England  ?— 
They  are  very  different. 

5417  How  is  that? — Because  the  fluctuations  in 
the  case  of  India  are  liable  to  be  affected  by  the 
action  of  the  Secretary  of  State,  whereas  m  the  case 
of  other  countries  the  movements  in  exchange  ai-e  not 
liable  to  be  affected  by  official  interference. 

5418  What  is  exchange  ?  I  take  exchange  to  be 
the  transfer  of  wealth  from  one  countiy  to  another, 
with  the  additional  cost   of  freight,  msurance,  and 


commission  P — I  do  not  know  that  I  can  accept  that 
definition  exactly  as  it  is  made. 

5419.  Will  you  describe  how  it  is  different  from 
the  case  of  Prance,  say  ?  Does  it  cost  you  more  than 
it  would  cost  between  France  and  England,  oi  between 
France  and  the  United  States,  or  between  France  and 
Egypt  ? — ^I  can  only  say  that  the  difference,  between 
the  two  cases  is  that,  in  the  one  instance,  the  United 
States  or  France,  movements  in  exchange  take  place  in 
response  to  the  requirements  of  trade  only,  whereas 
in  the  case  of  India  movements  in  exchange  take  place 
in  response  to  the  activities  of  the  Secretary  of  State. 

5420.  What  more  would  you  pay  than  if  you  had  to 
transfer  your  wealth  from  Russia  to  England — ^what 
more  does  it  cost  than  the  freight,  insurance  and 
commission  ?■ — I  really  cannot  say. 

5421.  You  are  a  merchant  of  great  experience  who 
has  been  doing  a  large  export  business,  and  you  know 
that  buying  and  seUmg  actually  depends  on  a  difference 
of  one-sixty- f ourth  ? — Yes,  I  do  know  that  fact. 

5422.  It  is  so  ? — Sometimes  it  is  so. 

5423.  And  that  depends  on  the  rate  of  interest  ?  — 
Yes. 

5424.  Therefore,  I  say  that  was  a  very  wide  state- 
ment to  make,  when  you  teU  the  people  of  India  that 
they  are  not  on  a  gold  basis,  and  that  they  cannot 
transfer  their  wealth  between  one  country  and  another.? 
— I  never  made  any  such  statement  that  the  people  of 
India  cannot  transfer  their  wealth  from  one  country  to 
another. 

5425.  Here  it  is  ;  it  is  an  extract  from  one  of  your 
letters  : — "  State-manipulated  fluctuations  in  exchange 
"  prevent  many  people  from  moving  capital  to  and  fro 
"  between  England  and  India  as  freely  as  they  might 
"otherwise  do.''  Who  are  the  people  that  told  you 
that — not  the  basoks  ? — I  think  I  understand  what  Sir 
Shapurji  is  driving  at.  What  I  have  stated  is  that, 
owing  to  the  interference  of  the  Secretary  of  State  with 
exchange,  the  public  do  iiOt  so  readily  transfer  tem- 
poraiily  their  money  backwards  and  forwards  to  India 
as  they  would  do  if  there  were  no  Secretary  of  State 
interfering  with  exchange.  I  make  that  assertion  from 
iny  own  personal  knowledge,  as  I  am  frequently  engaged 
in  moving  money  temporarily  backwards  and  forwards. 

5426.  How  is  it  any  different  to  what  would  be  the 
case  with  the  United  States  ?  Would  not  the  man  in 
the  United  States  be  interfered  with  in  the  same  way  ? 
— If  I  were  to  transfer  money  between  this  country  and 
the  United  States,  I  should  have  nothing  to  reckon 
upon'  except  the  movements  of  commerce,  which  I 
.should  be  able  to  gauge  as  well  as  anybody  else  ;  but 
in  the  case  of  India  I  have  to  gauge  not  only  the 
movements  of  commerce  but  the  eccentricities  of  the 
Secretary  of  State,  and  it  is  those  eccentricities  which 
prevent  me  from  taking  the  risk. 

5427.  It  is  the  same  movenient  that  moves  exchange 
in  India  as  in  the  United  States  ? — No,  it  is  not  the 
same. 

5428.  Yes,  it  is  ?— I  difier.      , 

5429.  Then  in  one  of  your  letters  you  say,  "In 
"  1905-7  the  Government  of  India  coined  over 
"  40,000,OOOZ.  worth  of  new  silver  i-upees,  thereby 
",  stimulating  and  contributing  to  the  rise  in  prices 
"  in  India  that  brought  so  many  of  the  poorest 
"  classes  to  the  verge  of  starvation."  Do  you  know 
that  in  1905-6  eight  millions  and  in  1906-7  ten  millions 
of  silver  were  brought  into  India,  so  that  that  was  not 
a  correct  statement  ? — I  understand  yom-  question  to 
be  this— that  bedtuse  18  millions  worth  of  sUver  was 
brought  into  India,  it  was  not  possible  to  manufacture 
40  millions  worth  of  rupees  out  of  it. 

5430.  Yes,  that  is  it  ? — I  should  think  that  with  18 
millions  sterling  worth  of  silver  it  would  be  possible 
to  coin  very  .nearly  40  millions  worth  of  rupees, 
because  the  value  of  the  rupee  in  metal  is  only  about 
9d.  or  IQd. 

5431.  It  was  18  millions  brought  in,  and  what  they 
turned  out  in  rupees  was  40  millions  ? — I  think  both 
figures  are  probably  con-ect. 

5432.  {Chairman.)  What  you  meant  was  a  face 
value  of  40  millions  ? — Yes.  Possibly  the  18  millions 
of  silver  is  taken  at  its  market  value. 
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5433.  {Sir  Shapurji  Broacha.)  Out  of  those  40 
millions,  13  millions  wonld  go  to  the  Gold  Reserve  ? — 
Some  proportion  would. 

5434.  Do  you  think  that  contributed  to  the  rise  of 
prices  ? — Yes. 

5435.  All  the  commodities  that  gi-ow  in  India  are 
exported,  and  it  is  the  export  price,  that  is,  what  the 
exporter  is  willing  to  pay,  that  makes  the  price .' — I 
cannot  acquiesce  altogether  in  that  suggestion. 

5436.  I  can  aid  you  in  that.  When  there  were  no 
railways  wheat  was  used  in  the  Punjab  as  fodder  when 
there  was  an  excess  of  supply  and  they  could  not  use  it 
for  food ;  but  to-day  the  man  in  Germany  who  buys 
Indian  wheat  pays  more  for  it  than  the  Indian  people 
do,  because  he  has  to  pay  freight,  insurance,  com- 
mission, tariffs,  and  all  that  sort  of  thing;  so  India 
has  the  advantage  in  price  over  the  covintries  which  buy 
Indian  produce.  How  can  you  say,  therefore,  that 
prices  are  made  by  excess  of  cun-ency,  or  redundancy 
of  currency  ? — I  think  excess  of  currency  does  affect 
prices. 

5437.  But  not  in  India,  because  the  pric3s  are  made 
by  foreign  buyers  ? — I  think  any  excess  of  currency 
affects  prices  in  India. 

5438.  Will  you  tell  me  how  it  affects  prices  ?  If 
Germany  wants  to  buy  your  wheat  at  six  rapees,  and 
you  say  Germany  shall  not  buy  it  at  six  rupees  ;  why 
do  you  not  put  tariffs  on  the  export  ? — I  do  not  favour 
a  tariff  on  exports. 

5439.  I  think  you  are  wrong  in  your  statement  that 
excess  of  currency  contributes  to  the  rise  of  prices  ? — I 
hold  the  contrary  opinion. 

5440.  When  do  you  say  there  was  a  great  redun- 
dancy of  currency  in  India,  taking  any  period  you 
like  to  name  from  1898  or  1899  up  to  1913  ."—I  think 
the  silver  currency  was  redundant  about  1893,  1894 
and  1895,  and  I  think  the  silver  currency  was  also 
redundant  about  1906  and  1907. 

5441.  That  brings  me  to  another  point  you  made  in 
reply  to  the  Chairman.  In  1893  you  said  the  exchange 
went  down  because  the  currency  was  flooded  with 
rapees  ? — That  was  one  of  the  reasons. 

5442.  Do  you  know  that  Russia  is  not  a  debtor 
country,  in  so  far  as  the  export  and  import  of  mer- 
chandise is  concerned  ? — I  do  not  know. 

5443.  It  has  been  stated  that  she  exports  about 
70  to  75  crores  more  than  she  imports ;  so  that  Russia 
has  just  that  excuse  which  you  put  forwai-d  for  India, 
that  India  was  not  a  debtor  country,  in  a  sense  that 
her  exports  are  larger  than  her  imports  P — I  am  not 
quite  sure  what  the  position  is  with  regard  to  Russia, 
without  making  references. 

5444.  Do  you  know  that  Japan  has  almost  all  her 
gold  in  this  country — from  27  to  35  millions  ? — ^I  am 
not  quite  sure  what  the  amount  is,  but  I  do  know 
that  Japan  has  a  good  deal  of  gold  in  this  country. 

5445.  Should  not  that  have  some  influence  on  the 
amount  which  the  Secretary  of  State  should  have  in 
his  hands  ? — I  do  not  think  that  Japan's  financial 
position  is  at  all  a  safe  guide. 

5446.  The  United  Sibates  exports  from  100  to 
150  millions,  which  is  about  225  crores,  more  than 
they  import.  Do  you  know  that  it  is  in  yesterday's 
"Times"  that  the  States  exported  124  millions  more 
in  11  months  of  last  year  than  they  imported  ? — I  have 
not  read  yesterday's  "  Times  "  sufficiently  carefully  to 
be  quite  certain  about  it.   I  did  not  notice  that  passage. 

5447.  (Mr.  Keyiws.)  Under  Part  I.  of  Appendix 
XXI.  (pp.  550-4),  I  think  I  understand  what  your 
position  is,  but  I  have  got  one  or  two  questions  to 
ask.  As  regards  paragraph  8,  which  relates  to  the 
■sums  of  money  which  have  been  borrowed  and  repaid 
by  various  firms,  do  you  mean  to  suggest  that  India's 
borrowers  have  held  sums  anything  like  those  con- 
tinuously since  1908 .' — Not  necessarily. 

5448.  Then  what  exactly  do  you  mean  to  suggest  by 
those  figures  ? — I  mean  to  suggest  that  there  have  been 
loans  continually  running  apparently  for  five  years. 

5449.  Do  you  mean  merely  that  those  firms  had 
some  loans,  not  that  they  had  loans  of  one  million  and 
upwards  ? — Not  in  one  loan,  but  that  they  borrowed 
sums  during  the  year  and  repaid  sums  during  the  year 
amounting    to  one    million.      If   i;he  loans  were  for 


periods  of  three  months,  we  will  say,  they  might 
conceivably  be  for  25O,OO0Z.  each  time,  which  would 
make  one  million  borrowed  in  the  year.  If  money 
was  borrowed  for  shorter  periods,  it  might  perhaps  be 
only  100,000Z. 

5450.  I  was  thinking  of  this  sentence,  "  The  above 
"  borrowers  appeal'  to  have  been  the  recipients  of 
"  what  amounts  practically  to  standing  loans,  totalling 
"  in  all  several  millions  sterling,  for  a  period  of  over 
"  five  years."  In  that  sentence  you  do  not  mean  us 
to  infer  that  those  firms  had  standing  loans  of  several 
millions  for  over  five  years,  do  you  ? — No. 

5451.  I  wanted  to  get  that  point  clear,  because  it 
seemed  to  me  that  the  sentence  bore  the  other  inter- 
pretation ? — I  might  perhaps  be  pennitted  to  explain 
that  the  figures  and  the  exact  words  which  I  have  used 
are  those  which  were  given  in  Parliament  in  answer  to  a 
question  put,  I  think,  by  Mr.  Gwynne  last  November ; 
but  I  can  verify  the  question  and  tell  you  exactly.* 

5452.  I  do  not  want  that,  thank  you  ;  it  was  only  the 
inference  you  were  drawing  from  these  figures  I  wanted 
to  be  sure  about.  In  paragraph  12  of  Part  I.  of  Appen- 
dix XXI.  (page  553)  you  propose  that  the  Secretary 
of  State  should  have  in  London  three  millions  as 
a  maximum  balance;  do  you  mean  by  the  phrase 
"maximum  balance"  that,  except  on  rare  occasions, 
his  balances  should  never  exceed  three  millions  ? — Tes. 

5453.  Did  you  arrive  at  this  figure  because  you 
found  that  his  balances  had  never  fallen  below  three 
millions  ? — I  arrived  at  that  figure  because  I  found 
that  on  several  occasions  the  Secretary  of  State  held  a 
balance  of  about  four  millions. 

5454.  Do  you  argue  that  what  experience  shows  to 
be  a  safe  minimum  must  therefore  be  a  safe  maximum  ? 
— I  infer  that  what  has  been  satisfactory  in  the  past, 
namely,  a  balance  of  four  millions 

5455.  As  a  minimum  .?— I  do  not  know  whether  it 
is  a  minimum  or  not,  because  the  official  publication 
only  gives  the  balances  at  certain  periods ;  for  example, 
I  find  that  on  the  31st  March  1893  to  1901,  on  the 
31st  March  1903,  on  the  31st  March  1907,  and  on 
the  31st  March  1908,  the  Secretary  of  State  held 
balances  of  about  two  to  five  millions  sterling. 

5456.  May  I  put  it  in  this  way — that  because  four 
or  five  millions  have  on  certain  occasions  been  found 
sufiicient,  therefore  three  millions  would  be  sufficient 
on  all  occasions  ? — That  is  somewhat  the  way  in  which 
I  argue. 

5457.  Now  I  will  turn  to  Part  11.  of  Appendix  XXI. 
(pp.  554-7).  With  regard  to  the  remittances  by  sales  of 
Council  bills,  I  am  not  quite  clear  whether  you  criticise 
these  remittances  on  the  ground  that  they  were  made 
too  soon,  or  on  the  ground  that  they  should  not  have 
been  made  at  all? — What  remittances  by  sales  of 
Council  drafts  do  you  refer  to  ? 

5458.  I  mean  remittances  by  means  of  Council 
drafts  in  1910,  1911,  1912.  and  1913;  do  you  argue 
that  they  were  made  too  soon,  or  that  they  ought  not 
to  have  been  made  at  all?— I  argue  that  no  remit- 
tances over  and  above  the  requirements  of  the  home 
charges  should  have  been  made  at  all.  Of  course  the 
home  charges  must  be  provided  for,  but  over  and  above 
the  home  charges  I  argue  that  no  money  should  have 
been  remitted  at  all,  and  that  no  Council  drafts  should, 
therefore,  have  been  sold. 

5459.  That  of  the  sums  actually  remitted  a  large 
part  ought  not  to  have  been  remitted  at  all  ?— Yes. 

5460.  You  have  probably  noticed  that  on  the 
31st  March -1913  the  Secretary  of  State's  balances 
were  very  nearly  what  they  were  on  the  same  date 
m  1909,  four  years  previously— they  were  just  a  trifle 
more.  I  think  your  memorandum  does  not  give  the 
figures  for  1913  ?— T  had  not  the  Secretary  of  State's 
figures  when  I  wrote  that  memorandum. 

5461.  The  actual  figures,  I  may  add,  were  8,372,900Z. 
on  the  31st  March  1913,  therefore  they  were  veiy 
nearly  what  they  had  been  four  years  previously.  I 
understand  that  of  the  sums  remitted  during  that 
period,  you  hold  that  some  part  ought  not  to  have 
been  remitted  ?— I  find  that  the  balance  four  years 

*  See  Hansard,  Vol.  XLIII.,  pages  1461-2  and  pages  1759-60. 
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previously  (i.e.,  in  1940),  held  by  the  Secretary  of  State, 
was  over  12  millions. 

5462.  1909  I  am  speaking  of?— In  1909  it  was 
7,983,000Z. 

5463.  That  is  very  nearly  the  same  ?— Tes,  it  is. 

5464.  "Wonld  you  argue  that  dvu-ing  that  period 
sums  have  been  remitted  which  ought  not  to  have 
been  remitted  ? — Yes. 

5465.  They  wei-e  aU  spent ;  which  of  the  pui-poses 
on  which  they  were  spent  do  you  think  were  improper  ? 
— I  do  not  know  in  what  direction  they  have  been 
spent. 

5466.  I  am  putting  on  one  side  the  sums  credited 
to  the  Gold  Standard  Reserve  and  to  the  Paper 
Currency  Reserve,  to  which  I  am  coming  later  on  ; 
apart  from  those  amounts  all  sums  remitted  have  been 
spent  ? — ^I  only  know,  so  far  as  you  have  just  this  minute 
informed  me,  that  the  balance  has  been  reduced  to 
eight  millions.  That  is  all  I  know.  But  even  if  you 
tell  me  the  balance  has  been  reduced  to  eight  millions 
I  am  still  in  the  dark  as  to  how  it  has  been  done  and 
why  it  was  not  done  a  year  or  two  before. 

5467.  I  understood  you  to  say  that  the  remittances 
were  not  merely  sent  too  soon,  but  that  they  ought 
not  to  have  been  sent  at  all  ? — So  I  thought. 

5468.  I  am  not  now  asking  whether  the  Secretary 
of  State  remitted  at  the  right  date  or  not,  but  whether, 
at  whatever  date  he  remitted,  he  spent  the  money  for 
improper  purposes  ? — I  cannot  say  that  he  spent  it 
for  improper  purposes,  because  I  am  not  aware  where 
this  money  has  gone. 

5469.  First  of  all,  the  home  charges  ;  you  admit 
that  they  ai-e  all  right  ? — Tes. 

5470.  Secondly,  the  purchase  of  silver,  and  1  think 
you  allow  that  ? — Tes. 

5471.  Thirdly,  there  is  the  redemption  of  tem- 
porary debt ;  is  that  a  proper  purpose  ? — Tes. 

5472.  And  foi:irthly,  there  is  the  expenditure  on 
railway  material  ? — Tes. 

5473.  Putting  apart  the  Gold  Standard  Reserve 
and  the  Paper  Ciurency  Reserve,  practically  every 
penny  remitted  during  the  past  four  years  has  been 
spent  on  one  of  those  four  purposes  ? — ^If  that  is  so,  it 
has  been  spent  on  proper  purposes,  and  the  only 
criticism  in  that  case  that  I  should  offer  is,  why  was 
not  the  temporary  debt  paid  off  many  years  ago  instead 
of  only  last  year  ? 

5474.  Toui-  criticism  then  comes  down  purely  to 
this  point,  that  the  Secretary  of  State  has  done  certain 
things  at  a  later  date  than  he  ought  P — That  he  has 
brought  money  to  England  several  years  in  advance 
of  his  requirements. 

5475.  But  it  does  not  amount  to  any  more  than 
that? — That  is  one  way  of  putting  it.  I  can  admit 
that  in  a  sense  the  action  of  the  Secretary  of  State 
resolves  itself  into  bringing  to  this  country  several 
millions  some  years  in  advance  of  his  own  requirements. 
That  appears  to  me  to  be  veiy  grave  mismanagement. 

6476.  I  only  wanted  to  get  exactly  what  your 
position  was,  because  there  are  at  least  two  different 
lines  of  criticism- which  to  my  mind  are  rather  mixed 
up  in  youi-  memorandum,  namely,  that  thi-ough  excess 
of  precaution  he  postponed  doing  things  which  he  could 
have  done  sooner,  and  the  other  point,  that  he  was 
draining  away  money  from  India  and  doing  various 
terrible  things  to  India  when  he  ought  never  to  have 
brought  the  money  from  India  at  all;  but  now  I 
understand  that  the  second  part  is  uot  your  charge? 
-i^Yes,'  those  are  my  charges— doing  things  that  he 
ought  not  to  have  done.       "  ,  .  ,  ,  ,  , 

5477  Then  in  regard  to  this  money  which  he  ought 
never  to' have  brought  at  all,  which  are  the  ways  in  which 
he  has  used  it  that  are  improper ;  I  come  back  to  that  ? 
—I  was  not  aware  how  it  had  been  used  before  I 
received  the  information  that  you  yourself  have  given 
me  If  the  monev  has  been  used  simply  for  home 
charges,,  for  the  redemption  of  debt,  for  the  purchase  of 
silver,  and  for  railway  material,  it  has  been  used 
properly,  except  that  the  debt  might  have  been  redeemed 
a  year  or  two  earlier  than  it  has  been  redeemed. 

5478  If  I  am  right  that  it  has  all  been  used  for 
those  purposes,  then  that  part  of  your  criticism  falls  to 
the  ground  ?— I  do  not  understand  how  it  falls  to  the 


ground,  because  even  if  the  money  has  eventually  been 
con-eotly  disposed  of 

5479.  I  do  not  say  that  particular  part  of  the  pro- 
position falls  to  the  ground,  only  the  part  of  your  criticism 
that  the  money  has  been  remitted  in  excess.  I  am 
not  dealing  now  with  your  criticism  that  it  has  been 
remitted  at  the  wrong  time,  but  with  that  part  of  your 
criticism  which  says  it  ought  never  to  have  been 
remitted  at  aU.  That,  I  think,  falls  to  the  ground  if 
the  only  purposes  for  which  it  has  been  spent  are  those 
I  have  named  ? — If  all  the  money  has  been  properly 
disposed  of,  that  portion  of  the  criticism  is  in  a  sense 
disposed  of. 

5480.  If  it  has  been  spent  on  the  purposes  I  have 
named,  then  it  has  been  properly  disposed  of  ? — It  has 
been  properly  disposed  of  in  the  end,  eventually.  I 
have  never  asserted  for  a  moment  that  the  Secretary 
of  State  has  improperly  disposed  of  the  money.  What 
has  occurred  is  that  he  has  accumulated  vast  sums  for 
which  he  had  no  need,  and  then,  under  the  effect  of 
repeated  criticisms,  he  has  at  length  disposed  of  that 
money,  but  only  under  the  stimulus  of  repeated 
criticisms. 

5481.  When  you  say  improperly  remitted,  you  mean 
remitted  too  soon  ? —  Remitted  years  ahead  of  his 
requirements. 

5482.  Not  remitted  too  much  ? — He  has  apparently 
disposed  of  it  in  the  end. 

5483.  I  come  now  to  your  proposal  about  fixing  the 
price  of  Council  bUls.  In  your  memorandum  you  have 
suggested  that  it  should  be  fixed  at  Is.  i-f^d.  oi- 
ls. 4id. ;  but  in  your  evidence  to  the  Chairman  you 
suggested  that  it  should  be  fixed  at  1  s.  4  jig-d.  Which 
of  those  figures  do  you  wish  to  maintain  ? — The  figure 
that  1  suggest  for  the  home  charges  is  one  that  shall 
be  below  the  gold  point.  Of  course,  the  gold  point 
varies  from  month  to  month,  and  therefore  it  is 
impossible  for  me  to  give  the  exact  figure ;  but  I 
should  think  that  about  Is.  iYsd.  would  be  a  workable 
point  for  the  home  charges. 

5484.  I  understood  you  to  propose  that  the 
Secretary  of  State  should  put  up  a  brass  plate  ? — Tes. 

5485.  On  which  he  should  say  that  at  all  times  of 
the  year  there  should  be  a  certain  fixed  rate  for 
Council  bilk  ? — Tes.     I  think  it  should  be  Is.  4Jgd. 

5486.  That  Is.  4'^.  would  be  the  fixed  rate?— 
That  rate  should  be  a  stable  rate,  but  it  would,  of 
coui'se,  be  liable  to  alteration. 

5487.  It  would  be  maintained  all  the  year  ? — 
Possibly,  or  at  the  end  of  six  months  there  might  be 
reasons  for  amending  the  rate.  I  should  say  that 
Is.  i^^d.  would  be  about  the  correct  figui-e  to  start 
with. 

5488.  That  is  yom-  proposal,  that  there  ought  to 
be  sales  of  bills  at  all  times  of  the  year  at  that  rate  ? 
—Yes. 

5489.  Are  you  aware  that  the  rate  got  for  these 
bills  between  1910  and  1913  was  almost  exactly 
Is.  4  jL(^.  P — Qiiite  possibly. 

5490.  So  that  your  proposal  would  have  made  no 
practical  difference  ? — It  would  have  made  a  great  deal 
of  practical  difference  in  actual  business. 

5491.  The  Secretary  of  State  would  have  undergone 
the  risk  and  inconvenience  of  undertaking  this  liability 
to  sell  at  a  fixed  rate  without  getting  any  more  for  his 
bills  ? — That  I  cannot  say. 

5492.  I  understood  your  line  to  be  that  the 
Secretary  of  State  should  not  put  himself  out  to  help 
trade,  but  that  he  should  get  the  most  profitable  rate 
for  his  bills  ?^ — Tes. 

5493.  If  yoiu-  policy  liad  been  followed,  he  would 
have  undertaken  certain  risks,  and  would  have  got  no 
more  profitable  rate  than  he  actually  got? — That  I 
cannot  say.     I  cannot  see  the  risks. 

5494.  Taking  my  figures,  if  he  did  in  fact  get 
Is.  4jLcJ..  that  would  be  the  case  ? — Is.  4Jgd.  is  about 
the  specie  point  now,  but  a  few  years  ago  the  specie 
point  was  considerably  higher — ^it  was  Is.  id.  and 
1^  annas,  and  there  was  a  time  when  it  was  2  annas, 
and  there  have  been  times  when  it  was  2i  annas — I  am 
speaking  in  Indian  phraseology ;  I  should  say  -f^.  If 
the  Secretary  of  State  has  only  got  an  average  of 
1  -anna  now,  yj,  over  Is.  4d.,  it  is  clear  that  he  is  doing 
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right,  but  if  1  anna  is  an  average  -which  corresponds 
over  a  period  of  years,  then  he  has  got  a  poor  rate. 

5495.  I  am  speaking  of  the  period  from  1910  to 
1913  ?— I  think  from  1910  to  1913  the  average  rate 
ought  to  have  been  more  than  1  anna,  over  Is.  4d., 
possibly  1^  anna — ^.  ; 

5496.  Taking  yoiir  figures,  if  he  had  put'  up  his 
braes  plate,  he  could  not  have  got  moi-e  than  that  ?-^ 
He  might  have  got^  four  years  ago ;  that  is,  his  brass 
plate  might  have  shown  the  rate  of  /j,  .His  brass 
plate,  I  suggest  this  y^ar,  should-  show  1'  anna,  biit 
four  years  ago  I  think  the  gold  specie  point,  the  import 
point  into  India,  was  nearer  -J-  than  ^t-  -        •,. 

5497.  I  was  trying  to  argue  it  on  your  figure,  hut 
of  course  if  you  take  a  different  figure,  I  shall '.have  to 
use  different  arguments.  I  will  pass  from, that  to  a 
further  point  connected  with  it.  .  Suppose  that  the 
Secretary  of  State  fixed  some  rate,  which  may  be 
Is.  4^\d.,  or  some  other  rate,  and  he  does  not  sell 
enough  bills  to  meet  his  various  chaj-ges,  how  ia  he  to 
make  up  the  difference  ? — Ship  home  sovereigns. 

5498.  These  sovereigns  he  has  taken  at  the  rate  of 
Is.  4d.,  that  is,  he  has  issued  mpees  against  them  at 
the  rate  of  1«.  4d.  ? — ^He  may  not  necessarily  have 
issued  any  rapees  against  them  at  all.  They  may  be 
sovereigns  that  the  pubHc  have  imported. 

1    5499.  How  else  have  they  got  into  his  treasuries  ? 
— Through  the  collection  of  taxation, ' 

.5500.  At  the  rate  of  Is.  4:d.? — I  cannot  tell  what 
the  i-ate  is.  The  public  import  sovereigns  when  it 
pays  them;  sovereigns  are  paid  to  the  Government 
in  the  form  of  taxation,  and  the.Govermnent  then  finds 
itself  iu  possession  of  the  sovereigns  in  its  treasuries. 

5601.  The  sovereign  is  legal  tender  for  so  many 
rupees  at  Is.  4d.  ?— Tes. 

5502.  Therefore  the  Government  could  not  receive 
it  in  payment  of  taxation  at  any  other  rate?— No. 

5603.  It  therefore  receives  this  gold  at  Is.  id.  ? — 
That  is  so  as  between  the  Government  and  the  public, 
but  the  public  would  have  imported  the  sovereigns  at 
a  different  rate  to  the  Is.  4d. 

6604.  I  am  speaking  of  the  Government.  The  cost 
of  bringing  those  sovereigns  back  would  be  id.,  would 
it  not  ? — Something  like  that.' 

5505.  So  the  sovereigns  that  woiild  have  to  be 
brought  back  to  the  Secretary  of  State  would  bring  in 
money  at  the  rate  of  Is.  3^d.  ? — Tes. 

5606.  Ton  are  proposing  that  he  should  stick  out 
for  Is.  4g\-(i.,  and  then  for  the  balance  which  he  cannot 
get  at  that  rate,  he  should  bring  sovereigns  home  at 
what  works  out  at  Is.  3^d.  ? — Tes. 

5507.  And  you  think  that  policy  would  lead  to  his 
getting  a  better  average  rate  than  his  present  policy  ? 
-^Tes.  My  reason  is  that,  roughly  speaking,  in  four 
years  out  of  five,  the  balance  of  trade  is  in  India's 
favour,  so  I  take  it  that  in  three  years  out  of  fom-, 
or  in  four  years  out  of  five,  the  rate  of  exchange 
would  always  stand  at  the  gold  import  specie  point,  or 
in  the  neighbourhood  of  it,  and  that  only  on  rare 
occasions,  one  year  in  five,  would  there  be  a  risk  of 
some  small  portion  of  the  Secretary  of  State's  home 
charges  having  to  be  shipped  back  in  sovereigns.  That 
is  the  risk. 

,5508,  Suppose,  that,  seven-eighths  were  sold.  .at. 
Is.  4^%(i.,  and  one-eighth  had  to  be  brought  back  in  the 
way  I  have  described,  wiU  you  take  it  from  me  that  it 
would  work  out  at  about  the  same  as  if  he  had  sold 
them  at  an  average  of  Is.  4jij(Z.,  so  that  if  only  one- 
eighth  had  to  be  brought  back  in  gold,  he  vould  be 
no  better  off  than  he  is  at  present  ? — If  the  figui-es 
that  you  state  are  correct,  that  would  be  so;,  but  it 
would  be  a  much  more  coiTect  procedure,  in  my 
opinion. 

5509.  It  does  not  look,  however,  as  if  there  is  much 
in  it  from  the  public  point  of  view  of  getting  a  better 
i-ate  of  exchange  ? — I  have  not  worked  out  these  figures 
that  you  tell  me  pf . 

5510.  They  are  an  important  pa/rt  of  the  argimient, 
but  you  have  advanced  this  proposal  of  yours  without 
working  them  out?  What  I  mean  is  this  :  Ton  are 
suggesting  tO' me.  that  the  Secretary  of  State  remits 
home  seven-eighths  of  hia  home  charges  at  Is.  .4-'-d. 


and  one-eighth  of  his  home  charges  at  1«.  Hd.  ? — This 
might  happen  only  one  year  in  five. 

5511.  In  the  case  of  one-eighth  he  has  to  biing 
home  the  sovereigns  ? — That  is  equivalent  to  bringing 
home  one-eighth  at  Is.  3|d.,  and  you  assure  me  that 
the  average  between  one-eighth  at  Is.  Sid.,  and  seven- 
eighths  at  Is.  i^^d.,  is  about  Is.  41^^. ;  if  that  is  so, 
then  there  is  not  much  in  it  in  the  year  in  which  it 
occurred. 

5512.  This  calculation  is  the  only  sort  of  calculation 
that  "you  can  make,  if  you  are  wondering  which  of 
these  two  policies  would  pay  best  ? — That  is  so. 

5513.  But,  nevertheless,  you  have  not  examined  it? 
— -Assuniing  those  figures  to  be  coiTect,  that  state  of 
a;ff airs  would  aiise  on  an  average  onp  year  in  five  and 
only  one  year  in  five,  because  only  one  year  in  five 
would  it  be  necessary  to  ship,  home  gold  in  payment 
of  a  portion,, of,  the  home  charges.  So  one  year  in 
five  he  would  be  no  better  off,  he  would  merely  stand 
at  Is.  4yL-(Z.,  but  in  the  other  years  as  a'  whole  the 
eSxjhange  would  be  higher. 

6514.  Tou  propose,  therefore,  that  he  should 
undertake  this  very  serious  liability  of  selling  MUs  at 
all  times  of  the  year  at  a  fixed  rate,  and  run  the  risk 
of  not  being  able  to  get  his  home  charges  back,  for 
what  would  clearly  be  a  mere  tuppeny-ha'penny  profit, 
even  if  he  got  it  ? — I  cannot  recognise  the  slightest  risk 
whatever  of  any  kind  ;  on  the  contrary  there  is  less 
risk  than  there  is  at  present,  because  were  this  systejn 
in  force,  he  would  only  withdraw  from  India  the 
amount  required  for  home  charges— 16,  17,  or  18 
millions,  whereas  at  present  the  Secretary  of  State  is 
withdrawing  26,  26,  27,  or  29  millions  wholly 
unnecessarily. 

5515.  But  we  have  agreed  that  they  are  withdraiyn 
for  necessary  purposes  ? — N6t  necessary  purposes  at 
the  time  they  were  withdrawn.  They  were  subsequently 
made  use  of,  but  they  were  quite  imnecessary  at  the 
time  they  were  withdrawn. 

5516.  If  less  had  been  withdrawn  in  the  earlier 
years  more  would  have  been  withdrawn  in  the  later 
years  ? — No,  because  the  floating  debt  would  never 
have  been  incurred,  I  take  it,  in  London ;  and,  there- 
fore, theire  would  have  been  no  necessity  to  remit  money 
home  to  pay  off  that  floating  debt. 

5617.  If  it  had  not  been  incurred,  then  more  money 
would  have  been  required  to  meet  the  purposes,  for 
which  it  had  to  be  spent  P^Possibly,  if  the  Same 
balances  had  to  be  maintained,  that  is,  if  you  hold- 
that  the  level  of  the  cash  balances  maintained  by  the 
Secretary  of  State  is  correct;  but  I  assert  that  that 
balance  was  unduly  hea-vy,  and  therefore  that  these 
loans  were  unnecessaiy. 

6518.  That  is  going  back  to  another  point,  which 
we  discussed  earlier  ? — That  is  another  point,  I  admit. 
May  I  state  at  this  point  that  I  cannot  agree  for  one 
moment  that  the  procedui-e  of  selling  Councils  at  a 
fixed  rate  mvolves  any  risk  on  the  part  of  the  Secretary 
of  State  more  than  he  is  at  present  incui-ring  ?  It  does 
not  involve  the  slightest  risk. 

5519.  {Sir  Robert  Chalmers.)  Is  that  so  as  regards 
the  seasons  ?  It-  might  be  that  the  season  of  demand 
for  bills  might  not  be  the  season  at  which  the 
Goveminent  of  India  was  in  possession  of  rupees  ;  you 
would  admit  that  that  would  be  the  case,  would  you 
not  ?— Tes,  that  is  a  little  additional  risk. 

5520.  It  might  be  a  very  important  question  ? — That 
could  be  overcome. 

5521.  It  would  depend  on  a  calculation  of  supply 
and  demand  ?— Yes,  but  I  imagine  that  would  have  to 
be  overcome  possibly  by  the  shipment  of  gold. 

5522.  {Mr.  Keynes.)  Tourproposal  merely  comes  to 
this,  that  it  is  your  opinion,  not  on  the  basis  of  any 
calculation,  that  if  the  Secretary  of  State  brought  over 
as  much  as  he  could  at  Is.  4:^%d.,  and  the  balance, 
whatever  it  might  be,  in  gold,  that  would  lead  to  a 
better  average  rate  of  exchange  than  T.'hat  he  now 
gets  ? — Tes. 

5523.  That  is  not  based  on  any  calculation  or  any 
minute  investigation  of  any  sort  ?— It  is  impossible  to 
base, it  on  any  exact  calculation,  because  there  is  no 
profit  in  working  out  imaginary  instanees  on  past 
expediences,     Tliere.is  no  profit  in  goinc  back  three 
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;^ears,.aiid  saying  ^at  if  2V  millions  had  not  been 
remitted  to  England  ;but  only  16  millions  had  been 
remitted,  and  if  exchange  had  been  at  snch-and-snch  a 
point,  and  if  this  had  occurred  and  that  had  occurred  and 
the  other  had  occurred,  the  result  would  be  different. 
1  do;  not  think  that  is  a  profitable  investigation. 

5524.  May  I  put  to  you  one  or  two  considerations 
that  should  be  taken  into  account  ?  Suppose  you  fix 
exchange  at  ]s.  43»g.tZ.,  then  the  Secretary  of  State 
would  never  sell  any  Mils  when  there  was  gold  avail- 
able in  Egypt  or  Australia,  would  he  ? — It  depends  on 
what  the  gold  specie  point  was. 

5525.  When  there  is  gold  available  there,  I  assume 
it  would  be  below  that  ? — Yes,  quite  possibly. 

>     6526.  In  some    years  >  there  is  a  very  great  deal 
available  in  Australia  and  Egypt,  is  there  not  ? — Tes. 

5527/  An  amount  almost  equal  to  India's  balance 
of  trade  ?-^uite  possibly. 

5528.  In  those  years  the  Secretary  of  State  would 
sell  no  bills  ? — I  cannot  say  that. 

5529.  Or  very  few  bills  ?^-When  you  referred  to 
the  balance  of  trade,  I  thought  you  meant  the  balance 
of  trade  not  taking  the  home  charges  into  consider- 
ation, but  over  and  above  the  home  charges. 

5530.  Over  and  above  the  home  charges  the  balance 
of  trade  is  trifling,  is  it  not? — I  should  not  call  it 
trifling. 

5531.  How  much  is  it?  —  It  varies  between,  I 
suppose,  nothing  up  to  as  much  as  10  millions  or 
12  millions.  ' 

5532.  What  is  the  average — about  three  millions 
or  four  millions  ;  I  think  it  is  something  small  of  that 
sort? — I  should  have  thought,  without  looking  into 
the  figures,  that  the  average  would  be  nearer  five 
millions  in  recent  years.  In  recent  years  the  balance 
ha!s  been  veiy  large,  and  in  the  years  immediately 
followintf  the  closing  of  the  mint  the  balance  was  very 
small. 

5533.  A  great  part  of  that  balance  is  needed  for 
pajrments  of  interest  and  so  forth  in  England,  and 
what  you  may  call  the  available  free  balance  is  what -the 
Secretary  of  State  di-aws  ? — I  think  there  is  a  much 
larger  balance  due  to  India  than  what  the  Secretary  of 
State  draws.  '    , 

5534.  How  is  that  vised  ? — It  is  liquidated  by  the 
shipment  of  sovereigns  to  India,  and  over  20  millions, 
I  think,  went  in  last  year.  ■ 

5535.  That  brings  us  to  a  point  at  which  we  can 
argue.  I  was  thinking  of  the  additional  amounts 
available  over  what  are  now  available.  When  there 
is  a  great  deal  of  gold  in  Australia  and  in  Egypt,  all 
that  gold  would  go  and  the  Secretary  of  State  would 
not  sell  bills  P — Not  if  the  Secretaiy  of  State's  rate 
was  fixed  at  too  high  a  level. 

5536.  If  fixed  at  Is.i-^d.  in  such  years,  therefofe, 
he  would  be  in  difficulties  about  selling  the  full  amount  ? 
— If  his  rate  was  too  high. 

5537.  He  would  be  also  in  difficulties  in  those  years 
in  which  there  was  an  adverse  balance  ?-^Tes  5  he 
would  be  in  difficulties  in  the  sense  that  the  rate 
would  need  revision. 

..  55-38.  On  the  other  hand,  if  you  fix  the  rate  at 
Is.  4J-(7.,  crold  would  never  flow  to  India  from  England 
in  that  case  ?— I  should  be  vei-y  sorry  to  say  never, 
but  I  do  not  think  it  would  frequentty  flow;  • 

5539.  It  would  flow  very  seldom  iW-It  would  flow 
veiy  seldom  in  present  circumstances. 

,  '  5540.  Is  he  not  dnven  thei^fore  to  a  fluctuating 
rate,  froin  the  fact  that  sometimes  gold  is  available  in 
one  place  and  the  gold  import  point  is  at  one  figure, 
and  sometimes  gold  is  available  elsewhere,  and  then  the 
gold  import  point  is  a  different  figure,  so  the  actual 
figure  is  not  steady  throughout  the  year  ?-It  was  for 
that  reason  I  suggested  that  the  rate  of  Is.  4^d. 
would  be  a  business-like  rate  to  take  .to  commence  this 
method  of  selling  Council  drafts.  ,    ,    ,,    ^      ^ 

5541  StiU  you  agree  that  if  they  took  that  rate 
gold  would  very  seldom  flow  to  India  out  of  England;? 

—Tes,  I  agree.  .  .  .     -,   ,^      c       j.  * 

'5542  But  you  have  cnticised  the  Secretary  ot 
State's  policy  precisely  on  the  ground  that  the  rate  he 
has  changed  h^  had  that  effect  ?-I  do  not  foUow  the 
queajbipn. 


5543.  I -undei'stand  you  have  criticised  the  Secretary 
of  State  on  the  -ground  that  he  has  sold  bills  at  a  rate' 
which,  prevented  gold  from  going  to  India  ? — Tes. 

5544.  And  yet  you  have  proposed  a  rate  that  shall 
have  tJiat  efEect  ? — ^Up  to  the  extent  of  the  home 
charges;  certainly.  I  put  the  Secretary  of  State's 
requirements  first.  That  is  why  I  took  the  rate  of 
Is.  4Jjd.,  because  that  would  enable  the  Secretary 
of  State  ta> make' his  remittances  fpr  a  certainty  before 
gold  commences  to  flow. 

5545.  We  then  come  back  to  the  old  point  that  you 
consider  that  he  has  remitted  more  than  he  needs  in 
Great  Britain  ? — Tes,  at  the  time  that  he  made  the 
remittances. 

5546.  If  the  gold  had  gone  to  India  in  the  earlier 
years,  it  would  have  had  to  be  brought  back  in  the  later 
years.  Suppose  over  the  four  years  he  had  to  remit 
exactly  what  he  did  remit,  and  he  remitted  less  in 
earlier  years  so  that  the  gold  flowed  to  India,  he  would 
have  had  to  have  brought  aU  that  gold  back  again  ? — I 
cannot  agree  to  that  straight  away,  because  the  fact 
of  his  not  permitting  the  gold  to  be  imported  has  been 
the  occasion  of  a  certain  amount  of  silver  coinage  in 
recent  years,  the  silver  coinage  affects  prices,  and 
prices  affect  the  movement  of  trade.  So  I  cannot  say 
I  should  aicquiesce  altogether  in  that  proposition ;  but, 
speaking  generally,  I  say  yes. 

5547.  I  cannot  see  that  the  thing  comes  to  much. 
All  that  would  happen  would  be  that  the  gold  would 
have  been  taken  out  to  India,  the  expense  of  which 
would  have  been  borne  by  Indian  traders,  and  then  in 
a  later  year  it  would  have  been  brought  back  to 
England,  the  expense  of  which  would  have  been  borne 
by  the  Secretary  of  State;  and  apart  from  those  two 
items  of  expense,  things  would  have  been  very  much 
the  same  as  they  are? — Even  assuming  that  things 
were  very  much  as  they  are,  assuming,  that  the  result 
so  far  as  the  G-ovemment  books  are  concerned  was  the 
same,  we  should  still  have  secured  this  important  con- 
sideration— that  the  public  would  not  have  constantly 
had  the  rate  of  exchange  jumped  about,  jumped  up 
and  jumped  down,  by  the  eccentric  action  of  the 
Secretary  of  State.*  Even  assuming  that  there  was  no 
difference  in  the  Government  accounts,  assuming  that 
on  the  average  at  the  end  of  three  years  the  amount 
which  the  Secretary  of  State  realised  turned  out  the 
same,  we  should  still  have  ehminated  this  disturbing 
influences  of  an  official  interference  with  the  exchange, 
which  makes  it  veiy  difficult  sometimes  for  the  public 
to  know  what  to  do  in  the  financing  of  th.eir  business. 

5548.  What  do  you  mean  by  calling  the  Secretary 
of  State's' action  eccentric;  is  it  not  dictated  by  well 
known  rules  ? — ^I  think  not.  I  confess  that  at  times  I 
have  beenunable  to  conceive  any  rule  by  which  it  has 
been  dictated  at  all.  That  is  why  I  used  the  adjective 
"eccentric."    ' 

5549.  The  people  inost  concerned  in  this  question, 
you  would  agree,  are  the  exchange  banks  ? — They  are 
the  people  who  get  most  of  the  convenience  out  of  the 
transactions.  ■       " 

'  ■"  5560.  They  have  expressed  themselves  as  entirely 
satisfied"  ? — I  quite  understand  that.  I  think  they,  are 
perfectly  satisfied.  The  bankers  ai-e  the  people  who 
will  take,  advantage  of  this  convenience,  and  I  should 
not  expect  any  exchange  bant  to  say  otherwise  than 
that  it  is  a  most  excellent  arrangement  which  ought  not 
to  be  disturbed. 

5551.  I  understand  that  the  result  of  all  this  is 
that  the  one  advantage  which  you  claim  for  your  pro- 
posals is  that  persons  in  India  would  have  more 
certainty  as  to  what  the  rate  of  exchange  isi" — 'Tes, 
that  is  one  advantage. 

5552.  And  there  is  no  other  important  advantage  ? 
— I  think  there  would  be  an  advantage  to  the  State ; 
that  is  to  say,  I  think  the  Secretary  of  State  wotdd 
have  realised  more  for  the  rupees  that  he  has  sold  than 
he  actually  has  done.  That  point  you  question,  but  I  do 
thiak  he  would  have  realised  better  myseK.  Those  are 
the  two  advantages. 

5553.  With  regard  to  the  steadiness  of  exchange, 
I  have  got  one  or  two  questions  I  want  to  put  to  you. 

*  See  note  by  Mr.  Webb  to  question  51 87  on  page  228, 
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Suppose  that  the  Secretary  of  State  fixed  his  rate  at 
Is.  4^^d.  or  Is.  4^d.,  and,  having  met  his  require- 
ments, stopped  selling,  exchange  would  rise  possibly  up 
to  the  gold  poiat  ? — Tes. 

5554.  Or,  on  the  other  hand,  while  his  offer  of 
Is.  i^^d.  was  open,  exchange  might  be  a  great  deal 
lower  than  that  ? — Tes. 

5555.  In  what  way  would  there  be  greater  certainty 
than  there  is  at  present .''  Exchange  would  still 
fluctuate  between  some  figure  like  Is.  S^^d.  and  Is.  4id. 
In  what  way  would  it  be  more  certain  ? — ^It  would  be 
more  certain,  because  in  four  yeai-s  oat  of  five  the 
balance  of  trade  is  in  India's  favour,  and  consequently 
in  four  years  out  of  five  exchange  would  have  remained 
at  the  gold  import  point. 

5556.  But  at  any  given  time  of  the  year  it  would  be 
a  matter  of  great  uncertainty  what  the  exchange  rate 
would  be  ? — I  should  not  feel  very  much  uncertainty. 
As  a  practical  merchant  dealing  with  finance  eveiy  day 
I  should  feel  very  much  the  reverse.  I  should  feel 
veiy  much  more  easy  if  I  knew  the  Secretary  of  State 
was  not  going  to  interfere  in  any  way.  Speaking  as  a 
practical  merchant,  if  I  knew  that  the  Secretary  of 
State  had  one  rate  and  one  rate  only,  viz..  Is.  4  j^rf.,  I 
should  then  as  a  practical  merchant  make  my  calcula- 
tions on  the  movements  of  trade  as  far  as  I  was  able 
to  judge  them,  and  I  should  feel  that  one  cause  of 
rmcei-tainty,  namely,  the  Secretai-y  of  State,  had  been 
eliminated. 

5557.  {Sir  Robert  Chalmers.)  What  is  it  in  his 
action  that  strikes  you,  as  a  practical  man,  as  the 
cause  of  uncertainty  ?  Tou  know  how  m^uch  he  is 
putting  up  ? — Tes. 

5558.  How  long  do  you  know  that  beforehand  F — 
Only  seven  days. 

5559.  Is  it  the  seven  days  that  is  the  most  important 
to  you  ? — Partly. 

5560.  Tou  do  know  it  in  advance,  but  you  would 
like  to  know  more  in  advance  ? — ^In  practical  business 
we  sometimes  have  to  make  oru*  calculations  six, 
seven,  eight,  and  nine  months  in  advance. 

5561.  (Chairman.)  Tou  do  not  suggest  that  the 
Secretary  of  State  could  possibly  announce,  sufficiently 
in  advance  to  meet  your  convenience,  what  he  is  going 
to  do,  do  yoii  ? — Tes,  because  if  the  Secretary  of  State 
has  his  fixed  rate  of  Is.  ^Ytd.  that  might  stand  for  the 
whole  year. 

5562.  1  understood  you  to  say  that  even  that  fixed 
I'ate  must  be  varied  from  time  to  time  by  the  Secretai-y 
of  State  according  to  the  gold  point  ? — It  is  conceivable, 
if  the  Secretary  of  State  was  not  able  to  realise  the 
sums  required  for  the  payment  of  the  home  charges, 
that  at  some  period  that  i-ate  might  need  revision. 

5563.  {Sir  Robert  Chalmers.)  Tou  mentioned  six 
months  as  the  period,  I  think  ." — Tes. 

5564.  Which  is  less  than  the  period  which  you 
would  desire  for  yoiu-  practical  convenience  P — Tes ; 
but  even  if  it  were  revised  once  in  thi-ee  months,  or 
even  if  it  were  revised  once  in  a  month,  it  would  be  an 
improvement  upon  revision  once  eveiy  seven  days. 

5565.  The  difference  between  a  week  and  a  month 
is  what  you  come  down  to  ?^ — I  would  rather  not  have 
a  month,  because  in  practical  business  we  have  to  make 
our  calculations  several  months  in  advance.  Therefore, 
I  would  much  prefer  to  have  a  year,  if  it  is  possible  to 
fix  the  rate  for  an  entire  year. 

5566.  {Mr.  Keynes.)  I  would  like  to  put  the  question 
to  you  from  the  Secretary  of  State's  standpoint.  We 
«tart  him  on  the  31st  March  with  three  millions  in 
London.  He  announces  that  he  will  sell  no  bUls  below 
Is.  4t^t^' ;  it  is  improbable  in  that  case  that  he  will  sell 
biUs  at  that  rate  in  any  large  quantity  until  the  next 
busy  season  comes  round,  is  it  not  ? — I  do  not  think 
the  j-ate  would  have  any  effect.  When  once  it  is  known 
that  the  Secretary  of  State  acts  on  these  principles  and 
that  there  is  only  the  one  rate,  I  do  not  think  that  rate 
will  have  any  effect  on  the  amomit  that  he  will  sell. 
The  public  will  apply  for  whatever  money  is  actually 
wanted. 

5567.  It  would  affect  the  amount  that  he  would  sell 
at  different  times  of  the  year;  for  instance,  people 
would  not  want  money  in  India  at  that  rate  at  present  ? 
— I  think  they  would.-  In  exactly  the  same  way  as  the 


pubHc  are  now  taking  20  lakhs  from  the  Secretary  of 
State  every  week  at  Is.  S^^d.  or  15^  annas,  I  think  in 
exactly  the  same  way  at  this  time  of  the  year  they 
probably  would  take  20  lakhs  at  Is.  4^d.  I  think  at 
this  season  of  the  year  20  lakhs  a  week  can  be  utilised, 
and  the  public  would  take  them.  At  other  seasons  it 
may  be  that  100  lakhs  a  week,  perhaps  120  lakhs  a 
week,  are  likely  to  be  taken. 

5568.  I  put  that  same  question  to  the  exchange 
bankers  whom  we  saw,  and  they  gave  a  precisely 
opposite  answer ;  you  think  they  would  be  wrong  on 
that  point  P^Tes,  I  think  so.  If  I  may  be  permitted 
to  add  a  word,  if  the  rate  were  suddenly  at  this  moment 
pushed  up  fi-om  15  annas  to  Is.  4i~d.  I  can  quite 
believe  that  the  sudden  shook  to  the  public  would  be 
such  that  the  Secretary  of  State  possibly  would  sell  no 
Councils  for  three  weeks  or  a  month  or  two  months  ; 
but  if  this  principle  were  introduced  and  carried  into 
operation  regularly  year  by  year,  I  do  not  think  it 
would  have  that  effect  at  all.  I  think  that  in  the 
slack  season  the  public  would  take  20  lakhs,  30  lakhs, 
or  15  lakhs,  whatever  they  required,  and  in  the  busy 
seasons  they  would  take  very  much  more. 

5569.  It  is  youi"  considered  opinion  that  if  the  rates 
for  Councils  were  fixed,  the  Secretary  of  State  would 
sell  substantially  the  same  amount  week  by  week  that 
he  sells  now  ? — Tes,  I  think  so. 

5670.  In  an  article  which  appeared  in  your  name  in 
the  "  Pioneer,"  some  weeks  ago,  you  argued  that  the 
Secretaiy  of  State  would  certainly  get  buyers  for  his 
bills,  because  there  is  no  way  except  the  purchase  of 
Councils  by  which  rupees  can  be  obtained  in  large 
quantities  ? — Tes. 

5571.  Tou  are  not  awai-e  of  the  notification  which 
has  been  in  force  for  a  great  many  years  by  which  the 
Government  of  India  have  bound  themselves  to  supply 
nipees  or  notes  in  exchange  for  the  tender  of  sovereigns .'' 
— I  am  perfectly  aware  of  that. 

5572.  Then  the  purchase  of  Council  biEs  is  not  the 
only  way  of  getting  i-upees  ? — In  large  quantities  with 
certainty,  yes. 

5573.  The  Government  of  India  have  bound  them- 
selves to  give  you  rupees  in  exchange  for  sovereigns  in 
any  quantity  ? — They  have,  but  on  one  or  two  occasions 
they  have  not  been  able  to  do  so,  and  possibly,  if  I 
were  to  ship  out  five  millions  of  sovereigns  to-morrow 
they  would  not  be  able  to  do  so. 

5574.  On  what  occasions  have  they  refused  to  do 
that  ?— I  cannot  give  you  the  exact  year  coirectly,  but 
I  was  in  Calcutta  some  years  ago  when  there  was  a 
shortage  of  rupees,  when  8-anna  pieces  were  shipped  to 
Burma  to  finance  the  rice  trade,  and  when  the  people 
of  Bunna  would  not  have  the  8-anna  pieces,  and  the 
8-anna  pieces  were  all  shipped  back  again  to  Calcutta, 
although  they  were  legal  tender.  There  were  not 
enough  nipees,  in  fact,  to  go  round;  I  remember  on 
more  than  one  occasion  that  occurring. 

5575.  Tou  mean  that  this  notification  was  not 
maintained  by  the  Government  ?— I  think  they  had  a 
difficulty  on  that  occasion  in  maintaining  it. 

5576.  They  had  a  difficulty,  but  did  they  maintain 
it  ? — It  has  been  maintained,  I  think.  There  has  been 
no  actual  breakdown. 

5577.  {Sir  Robert  Chalmers.)  Tou  ai-e  not  aware  of 
any  specific  refusal  of  the  Government  of  India  to 
abide  by  the  tei-ms  of  their  notification .?— No,  I  cannot 
recall  any. 

5578.  {Mr.  Keynes.)  Tou  would  agi-ee  then  that 
what  you  wrote  in  the  "  Pioneer  "  wants  some  modifica- 
tion ?— No,  I  think  it  is  substantially  con-ect,  as 
referring  to  prompt  supplies  of  i-upees  in  large 
quantities.  There  are  ways  of  raising  rupees  in  certain 
quantities,  but  in  lai-ge  quantities  they  can  only  be 
obtamed  in  that  way,  by  presenting  the  sovereigns  to 
the  Government  and  getting  the  nipees  from  the  Paper 
Cun-ency  Reserve.  It  is  conceivable  that  the  Paper 
Currency  Resei-ve  may  not  have  sufficient  nipees  in  it 
at  the  time  to  supply  the  demand. 

5579.  Let  me  quote  your  words — "The  Indian 
"  mints  now  being  closed  to  the  public  (a  most 
"  objectionable  state  of  affaii-s  that  puts  India,  mone- 
"  tarily,  on  a  par  with  Persia  or  China),  there  is  now  no 

way  by  which  the  public  in  India  can  obtain  supplies 
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"  of  rupees  on  a  .large  scale  except  by  purchasing 
"  them  in  London  from  the  Secretary  of  State."  You 
agree  that  there  is  a  notification  which  has  always 
been  maintained  by  the  Government,  by  which  yon 
can  get  rupees  in  exchange  for  the  tender  of 
sovereigns':' — Yes.  I  was  perfectly  aware  of  that 
notification.  Perhaps  the  expression  "  in  large  quan- 
tities "  may  not  have  conveyed  to  you  the  same 
meaning  that  I  had  in  my  mind  when  I  wrote  it.  The 
large  quantities  may  be  modified  by  the  inability  of 
the  Govei-nment  at  certain  periods  to  produce  rupees 
as  rapidly  as  the  public  might  import  sovereigns, 
especially  if  the  Secretary  of  State's  drawings  were 
restricted  to  16  millions  or  17  millions  required  for 
the  home  charges. 

5580.  (Sir  Boberi  Chalmers.)  The  statement  was 
not  based  on  a  specific  actuality  ? — No. 

5581.  {Sir  James  Beghie.)  You  said  yesterday, 
referring  to  the  budget  of  1910,  that  you  thought  the 
realised  surplus  of  the  previous  year  warranted  a 
reduction  of  taxation ;  you  thought  that  when  there 
was  a  realised  surplus  of  a  miUion  and  a  half,  taxation 
might  have  been  taken  ofE  ? — Yes,  it  might  have  been 
taken  off. 

5582.  As  a  matter  of  fact,  were  not  some  additional 
duties  put  on  in  the  budget  of  that  year? — I  think 
1910  was  the  year  of  additional  taxes  on  silver, 
cigarettes,  and  petroleum. 

5583.  To  the  extent  to  which  these  additional 
duties  bi'ought  in  fresh  revenue,  they  contributed  to 
the  subsequent  surpluses  ? — Yes,  undoubtedly. 

5584.  Yoii  were  questioned  yesterday  about  the 
sales  of  Council  bills  to  prevent  gold  going  to  India, 
because  the  sovereigns  might  be  shipped  back  again  ; 
if  there  was  an  effective  gold  currency  in  India,  would 
there  be  any  need  for  the  re-shipment  of  sovereigns  to 
buy  silver  on  a  large  scale  ? — Not  on  a  large  scale. 

5585.  Consequently  there  would  be  no  need  to  sell 
bills  to  prevent  gold  going  to  India  ? — No,  I  strongly 
ob.ieot — and  that  is  one  of  the  grounds  of  my  objection 
i— to  sales  of  Council  bills  at  below  the  gold  import 
point. 

5586.  I  gather  that  you  are  in  favour  of  selling 
Council  bills  to  lay  down  money  in  London  for  the 
purchase  of  silver  ? — Yes,  for  token  currency  purposes. 

5587.  "Would  you  say  that  the  silver  purchases 
should  always  be  paid  for  from  the  proceeds  of  Council 
bill  sales? — They  most  certainly  ought  not  to  have 
been  paid  for  last  year  from  the  proceeds  of  Council 
sales.  That,  I  think,  was  an  unpardonable  blunder. 
On  some  occasions  I  think  it  would  be  a  satisfactory 
way  of  providing  for  the  token  currency  if  a  small  sum 
were  entered  in  the  Secretary  of  State's  budget  every 
year  and  drawn  from  for  replenishing  the  token 
currency,  the  idest  being  to  prevent  any  excitement 
in  the  silver  market,  and  to  enable  the  Government 
to   replenish   its   token   coinage   on   the  best  possible 

5588.  When  silver  is  purchased  from  the  proceeds 
of  Council  bills  for  coinage  purposes,  that  means  an 
addition  to  the  total  currency  of  India,  does  it  not  ?— 
Yes,  it  does,  in  a  way. 

5589.  If  you  use  gold  from  the  Paper  Currency 
Depai-tment  to  buy  silver  for  coinage,  that  is  a  sub- 
stitution of  silver  cun-ency  for  gold  cun-ency  ?— Yes, 
quite  so. 

5590.  There  is  no  increase  of  the  total  currency  in 
that  way  ? — No. 

5591.  Whereas  if  you  seU  Council  bills  to  be  used 
for  buying  silver,  that  is  an  actual  addition  to  the  total 
currency  ?— Yes,  that  is  so. 

5592  Do  you  regard  it  as  a  disadvantage  to  India 
to  can-y  more  metallic  currency  than  is  absolutely 
necessary  ? — Yes. 

5593  Regal-ding  Council  bill  sales  below  the  specie 
point  do  you  consider  that  they  act  as  a  stimulant  to 
the  export  trade  ?— Not  permanently. 

5594  But  so  long  as  the  sales  go  on  ?— They  act 
as  a  stimulus ;  that  is,  a  falUng  exchange  acts  as  a 
stimulus  temporarily. 

5595  Sales  of  Council  bills  might  cause  exchange 
to  fall  ?-^Oertainly,  and  they  have  done  so. 
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5596.  The  other  way  about,  the  effect  on  the  import 
trade  would  be  in  the  opposite  direction  ? — Quite  so. 

5597.  Selling  Council  biUs  in  that  way  means,  does 
it  not,  that  the  gold  standard  is  prevented  from 
working  natui-ally  ? — ^Undoabtedly. 

5598.  The  nearer  you  get  to  the  gold  import  point, 
the  nearer  you  get  to  automatic  working  ? — Quite  so. 

5599.  The  ability  to  sell  Council  bills  depends,  does 
it  not,  on  the  balance  of  trade  being  in  favour  of 
India  ?— Wholly. 

5600.  The  higher  you  ptit  the  rate,  the  less  chance 
you  have  of  selling  your  bUls  unless  under  very 
favourable  trade  conditions  ? — I  doubt  whether  the 
actual  level  of  the  rate  would  have  much  effect  upon 
the  trade  of  the  year,  takiug  it  as  a  whole. 

5601.  If  you  put  it  too  high  you  get  sovereigns 
going  in  ? — -Yes. 

5602.  You  cannot  go  above  the  import  specie 
point  ? — No. 

5603.  If  the  Secretary  of  State  holds  for  a  fixed 
rate  for  his  Council  drafts,  and  you  have  an  unfavour- 
able state  of  trade,  the  balance  of  trade  being  against 
India,  he  would  not  be  able  to  sell  at  his  rate  if  it  was 
a  high  one  ? — No. 

5604.  Then  it  would  be  a  question,  would  it  not, 
how  long  he  could  afford  to  wait  for  the  money  be 
requires  ? — Yes. 

5605.  An  allusion  was  made  yesterdayito  the  time 
in  1894  when  the  Secretary  of  State  held  back  the  sale 
of  Council  bills  for  certain  rates  for  a  certain  time  ? 
—Yes. 

5606.  Do  you  remember  whether  when  the  decision 
was  arrived  at  not  to  hold  up  the  sales  for  special 
rates  an  intimation  was  issued  that  the  sales  would  be 
resumed  at  market  rates  ?  —  Yes,  I  remember  that. 
It  was  notified  at  the  time  that  sales  would  be  resumed 
at  market  rates,  and  I  remember  very  well  the  con- 
sternation that  this  notification  produced  in  the  mer- 
cantile mind  at  the  time.  I  remember  myself  being 
under  the  impression  that  the  Government  were 
holding  out  for  Is.  4d.,  and  then  we  were  suddenly 
told  that  the  Government  would  take  any  i-ate  that 
was  offered.  1  think  the  effect  was  to  send  exchange 
with  a  run  down  to  l.s.  Id.,  speaking  from  memory. 

5607.  Do  you  consider  that  the  reason  of  that  was 
that  the  balance  of  trade  was  not  sufficiently  in  favour 
of  India  to  absorb  the  accumulations  of  remittances 
which  had  been  held  up  ? — That  result  was  produced, 
I  think,  by  the  excessive  coinage  of  silver  at  the  time 
that  the  mints  were  closed,  which  had  the  effect  of 
checking  the  balance  of  trade  in  India's  favour. 

5608.  The  result  of  holding  up  the  bills  for  a  fixed 
rate  and  then  throwing  the  accumulations  upon  the 
market  was  disastrous,  was  it  not  ? — -It  was,  in  my 
opinion. 

5609.  Would  you  say  that  that  experience  showed 
that  when  unfavourable  ti-ade  conditions  prevail  the 
OouncU  bill  system  is  a  disadvantageous  one  for  the 
Government? — No,  I  do  not  think  so. 

5610.  They  put  themselves  in  the  position  that  they 
have  to  declaj-e  how  much  they  want  to  sell ;  does  that 
not  place  them  in  a  bad  position  ? — I  think  not.  I 
think  the  public  know  that  16  milhons,  or  17  millions, 
or  18  millions,  have  got  to  be  remitted  during  the 
course  of  the  year,  and  if  at  any  time  the  balance  of 
trade  is  against  India,  then  I  thiuk  there  is  nothing  for 
Government  to  do  except  to  ship  home  sovereigns  fi'om 
theii'  revenue  accumulations  to  meet  their  home 
chai'ges. 

5611.  {Mr.  Gillan.)  I  am  not  sure  that  we  are 
looking  at  this  question  of  Council  bills  in  exactly  the 
same  way,  and  I  would  like  to  make  that  clear,  if  I  can. 
In  Part  YIII.,  paragi-aph  2  {h),  of  Appendix  XXI. 
you  (page  569)  have  given  a  definition  of  Council  bills. 
You  say,  "  They  are  simply  sales  in  London  of 
sovereigns  or  rupees  delivered  in  India  "  ? — Yes. 

5612.  I  am  not  sure  if  you  mean  that  they  ax-e  sales 
of  actual  coin,  so  to  speak  ? — Yes,  so  I  regard  them. 

5613.  Suppose  that  you  had  an  account,  we  will 
say,  with  the  Bank  of  Bengal  at  Calcutta,  and  that 
your  home  firm  had  sent  you  out  a  bill  for,  say,  five 
lakhs  of  rupees,  but  you  did  not  immediately  want  the 
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coin  for  that ;  what  would  happen  to  it  ? — I  should 
pay  it  in  to  my  credit  at  my  bankers  in  Calcutta. 

5614.  Tou  are  hanking  at  the  Bank  of  Bengal  with 
whom  the  Government  are  also  hanking  ? — Tes. 

5615.  In  that  event  it  would  mean  simply  a  transfer 
from  the  Government  account  to  yours  ? — Tes. 

5616.  I  will  suppose  that  you  also  deal  in  opium  ; 
you  have  bought  a  lot  of  opium  and  you  have  got  to 
pay  Government,  and  you  pay  them  by  a  cheque  which 
transfers  the  amount  from  your  account  to  the 
Government  account  ? — Tes. 

5617.  That  cycle  is  complete  without  any  coin  ? — 
Tes. 

5618.  Supposing  that  a  great  many  transactions  in 
India  were  done  by  cheque  instead  of  by  coin,  these 
Council  bills  would  not  mean  sales  of  actual  coin, 
would  they  ? — Not  exactly. 

'  5619.  Would  it  not,  therefore,  be  more  correct  to 
say  that  they  are  sales,  we  will  not  say  necessarily  of 
coin,but  of  a  right  to  a  certain  sum  inlndian  legal  tender 
currency  ?^I  should  not  object  to  that  definition. 

■  5620.  Would  you  be  prepared  to  go  further,  if  we 
transposed  the  definition  and  said  that  these  Coim^cil 
bills  which  the  Secretary  of  State  at  present  sells  in 
London  are  really  equivalent  to  purchases  by  him  in 
Indian  currency  of  bills  on  London  ?  That  is  what 
they  are  equivalent  to,  is  it  not  ? — In  a  sense,  yes. 

5621.  I  »m  only  putting  that,  because  it  seems  to 
me  to  put  the  matter  in  rather  a  clear  light.  That 
legal  tender  currency  in  India  is  liable,  is  it  not,  to 
appreciate  and  depreciate  in  exchange,  and  that 
naturally  like  any  other  cuiTency  in  any  other  country  ? 
— As  regards  the  foreign  exchange,  yes,  it  is  liable 
to  fluctuate  between  the  specie  point  inwards  and 
outwards. 

5622.  What  I  was  going  to  say  is  that  those 
fluctuations  do  not  depend  on  the  cost  of  importing 
sovereigns ;  as  you  said  just  now,  they  are  limited  by 
that  cause,  but  they  do  not  depend  on  it  ? — Not 
wholly. 

5623.  In  the  passage  that  I  have  quoted  from 
your  memorandum,  you  go  on  from  that  definition 
to  say  "  and  the  cost  to  the  public  should  be  only 
"  a  shade  below  the  actual  expense  of  shipping 
"  sovereigns  to  India  "  (page  569)  ?— Tes,  that  is  so. 

■  .  5624.  Why  do  you  make  it  depend  on  that  factor  F 
— Because  the  balance  of  trade  is,  on  the  whole,  in 
India's  favour. 

5625.  I  can  see  what  you  said  in  reply  to 
Mr.  Keynes  on  that  point,  but  here  it  seems  to  me 
to  be  an  inference  drawn  from  that  definition  P — Tes. 
that  is  so. 

.  ,  5626.  Do  you  still  think  that  is  con-ect? — Tes,  I 
think,  so. 

5627.  Testerday,  in  answer  to  the  Chaiiinan,  you 
spoke  of  the  Secretary  o£  State  making,  I  understood, 
a  rate  of  exchange ;  but,  that  I  was  not  clear  about  ? — 
Tes,  I  did. 

5628.  What  is  the  total  volume  of  Indian  trade  ? 
I  put  it  to  you  that  it  is  somewhere,  in  and  out, 
between  300  and  400  crores  a  year  ? — Tes. 

5629..  That  creates  exchange  to  that  extent  P — Tes. 

5630.  The  Secretary  of  State's  demands  are,  we 
will  say,  30  crores  ?- — ^Tes  ;  it  is  a  very  large  demand. 

5631.  Assuming  that  he  has,  we  will  say,  a  tenth 
of  this  exchange  created  by  the  total  trade  of  India, 
how  is  it  possible  for  him  to  make  a  rate  P  That  is 
what  is  not  clear  to  me.  How  can  a  person  who  is 
dealing,  we  wiU  say,  in  a  tenth  of  any  commodity, 
exchange  or  anything  else,  make  a  rate  ? — I  can  explain 
that  veiy  easily.  He  makes  a  rate  in  this  way :  When 
in: the  eyes  of  the  public  the  demand  for  remittances 
to  India  is  weak,  and  he  suddenly  and  unexpectedly 
announces  that  next  week  he  will  dispose  of  50  lakhs 
instead  of  30,  he  thereby  at  once  depresses  exchanges  by 
Jj  or  80.  If  he  announces  :  Next  week  I  will  not  auction 
any  rupees  at  all,  he  will  strengthen  exchange,  but  if 
he  announces :  Next  week  I  am  going  to  sell  100  lakhs 
instead  of  50,  and  the  market  is  already  weak,  the 
instant  efEect  will  be  to  knock  exchange  down  at 
once.  His  mere  announcement  that  he  is  going  to  sell 
next  week  so  many  mpees,  has  a  depressing  effect 
upon  the  market,  or  a  strengthening  effect  upon  the 


market  if  he  reduces  the  amount  of  rupees  that  he  is 
putting  up  for  auction. 

5632.  As  I  understand  it,  you  mean  this,  that 
being  a  very  large  dealer  in  this  commodity,  he  has 
the  power  of  disturbing  the  market  P  —  Being  a 
monopolist,  almost,  in  the  sale  of  rupees — for,  he  is 
not  only  a  large  dealer,  he  is  a  monopolist — ^being  a 
monopolist,  he  can  largely  make  the  rate.  He  can  say 
week  by  week  :  I  will  not  sell  a  single  rupee,  and  in 
that  way  he  can  force  the  lute  up  to  specie  point.  If 
he  does  not  take  that  action,  but  says  :  I  am  going  to 
sell  next  week  50  lakhs,  and  then  in  a  subsequent  week 
I  am  going  to  sell  100  lakhs,  and  the  week  after  I  am 

'going  to  sell  200  lakhs,  he  can  depress  the  rate  down 
to  specie  point  outwards. 

5633.  I  am  afraid  1  must  pursue  that  point  if  you 
say  he  is  a  monopolist.  In  what  sense  is  he  a  monopo- 
list P  It  is  open  to  anyone  to  take  soveriegns  into 
India  and  demand  rapees,  is  it  not  ? — Tes  ;  under  the 
notification  which  Mr.  Keynes  just  reminded  me  of, 
that  is  so. 

5634.  How  is  his  position  then  one  of  monopoly  ? 
— I  regard  it  as  a  monopoly  in  this  sense,  that  through- 
out the  last  year  or  two  he  has  actively  intercepted  and 
prevented  the  export  of  sovereigns  to  India  l)y 
auctioning  rupees  at  below  specie  point. 

5635.  That  is  another  point  altogether,  sui-ely;  1 
was  asking  you  about  his  position  as  a  monopolist  ? 
—That  is  how  he  has  exerted  the  power  which  his 
position  gives  him.  If  you  take  into  consideration,  the 
fact  that  he  has  undei-taken  to  produce  rupees  in 
exchange  for  sovereigns  in  India  at  the  rate  of  15 
rupees  to  a  sovereign,  to  that  extent  I  admit  that  he  is 
not  a  monopolist. 

5636.  {Chairman.)  May  I  put  it  to  you  that  your 
idea  would  be  better  expressed  if  instead  of  calling 
him  a  monopolist  you  said  that  he  had  undersold  all 
possible  competitors  ? — Tes. 

5637.  {Mr.  Qillan.)  That  is  rather  a  different  point  P 
— There  is  no  competitor,  though,  except  the  Govern- 
ment, because  there  is  nobody  who  can  supply  the 
rupees ;  even  if  they  are  coined  and  supplied  in  India 
in  exchange  for  sovereigns,  there  is  only  one  supplier 
and  that  is  the  Government. 

5638.  {Chairman.)  But  the  Government  has  boimd 
itself? — The  Government  has  bound  itseU,  has  under- 
taken, to  supply  mpees. 

5639.  {Mr.  Oillan.)  I  will  ask  you  now  another  point 
in  the  same  connection.  In  paragraph  7  of  Pai-t  H. 
of  Appendix  XXI.  (pp.  556-7),  you  refer  to  the  inter- 
ference of  the  Council  bill  system  with  foreign 
exchanges.  Is  -it  your  view  that  the  sales  of  Council 
bills  within  the  Secretary  of  State's  requirements  have 
that  effect  P — I  would  not  in  those  circumstances 
describe  it  as  an  mt«rference  ;  they  would  affect 
exchange,  of  course,  because  the  Secretary  of  State  is 
such  a  large  drawer  on  India.  In  so  fai-  as  they  are 
for  his  legitimate  requirements  in  this  coimtry,  I  should 
not  describe  them  as  an  iaterference.  It  is  only  when 
he  commences  to  di-aw  in  excess  of  his  legitimate 
requirements  in  this  country,  that  I  describe  the 
transaction  as  an  interference. 

5640.  So  that  this  reference  to  interference  in  this 
paragraph  which  I  have  qaoted  was  based  on  the  fact 
that  in  youi-  judgment  he  has  drawn  in  excess  of  his 
requirements  ? — Tes. 

5641.  I  merely  wished  to  make  that  cleai-.  I  thmk 
you  said  something  aboiit  sales  of  Council  bills 
depressing  exchange  ? — Tea,  sometimes. 

5642.  That  is  their  natural  effect? — Tes. 

5643.  Suppose  that  the  Secretary  of  State  had  in 
particulai-  cases  refrained  from  selling  Council  bills 
for  the  time  being,  that  would  have  a  good  effect  on 
exchange,  would  it  not  ?  —  Tes,  •  it  would  stiffen 
exchange. 

5644.  But,  assuming  always  that  he  is  not  selling 
outside  his  requirements,  he  would  at  some  later  date 
have  to  sell  so  much  the  more  ?— Tes,  he  would  have 
to  put  himseM  in  funds  either  by  sales  or  by  receiving 
specie. 

5645.  Assuming  that  he  sold  this  sum  later  on,  at 
that  time,  pro  tanto,  the  effect  would  be  to  depress 
exchange  ?— I  am  not  quite  sure  about  the  pro  tanto. 
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because  at  the  oth'e*  seasons  of  the  year  trade  may- 
be very  brisk,  and  there  maybe  an  immense  demand 
for  money,  and  if  the  Secretary  of  State  sells  when 
there  is  an  immense  demand  for  money,  he  does  not 
depress  exchange  so  much  as  if  he  sells  when  there  is  a 
very  small  demand  for  money.  Therefore,  while  there 
is  a  tendency  to  depressibli,  I  cannot  say  the  tendency 
is  pro  tanto. 

5646.  I  do  not  say  that  One  covild  follow  it  out 
quantitatively  ;  but  you  do  not  think  it  would  have  an 
equal  effect  in  the  opposite  direction? — No,  it  woUd 
not  have  an  equal  effect. 

5647.  I  understand  that  in  a  bad  season  he  would 
get  a  16wer  rate;  but  would  not  the  amount  on  the 
market  have  exactly  the  same  effect  in  the  one  direction 
that  it  had  in  the  other  direction  ? — If  the  amount  that 
he  put  on  the  mai-ket  corresponded  exactly  with  the 
additional  demand,  yes.       ■ 

5648.  Now  I  conie  to  the  amount  sent  home  to 
meet  the  requirements  of  the  Secretary  of  State.  I 
think  you  have  more  or  less  agreed,  in  answer  to 
Mr.  Keynes,  that,  taking  the  period  as  a  whole,  there 
has  not  been  eerit  home  more  than  the  Secretary  of 
State  actually  in  the  long  run  needed  or  spent? — I 
would  be  inclined  to  put  it,  that,  having  sent  home 
very  much  more  than  he  has  required,  he  has  success- 
fully managed  to  get  rid  of  it  in  legitimate  ways. 

'  564S:  Very  well ;  I  will  come  to  that  later  t>n.  I 
must  ask  you  vrhat  you  exactly  mean  by  home  charges 
when  you  say  that  the  sales  of  Council  bills  should  be 
directly  limited  to  the  home  charges  ? — Do  you  desire 
me.  to  define  home  chai-ges  ? 

5650.'  I  will  put  it  in  this  way :  Do  you  mean  the 
home  charges  year  by  year  ? — "Y^es. 

5651.  The  home  charges  of  a  particular  year? 
— Tes. 

5652.  If  the  home  chai'ges  this  year  are  20  millions, 
he  has  not  to  remit  home  21,  million^ ;,  as  that  your 
position? — Tes.  ,,,         •,  , 

5658.  How  would  you  treat  exchange  by  Council 
bills  over  a  series. of  years,  taking  good  and  bad 
together  ?  In  a  famine  year  you  said  that  you  would 
bring  home  sovereigns  .?^Tes. 

5654.-  At  a  rate  equivalent  to  Is.  3d.  and,  I  suppose. 
If? — Thereabouts. 

5655.  It  is  not,  in  your  view,  wise  fijiance  to 
anticipate  a  possibility  of  that  kind  ? — Quite  so. 

5656.  It  is  not  wise  finance  in  your  opinion? — No, 
it  is' not' wise 'finance.'   ' 

5657.  It  is  not  ? — ^Not  to  anticipate,  not  to  force 
exchange  down  to  specie  export  point  in  anticipation  of 
a  famine  year,  which  I  consider  is  the  policy  that  the 
Secretary  of  State  is  now  following.  I  wiU  take  an 
example  from  to-day's  position.  The  Secretary  of 
State  is  now  selling  at  below  Is.  id.  for  no  conceivable 
reason  that  I  can  think  of  except  that  he  has  habitually 
done  it  before  for  several  years  and  he  is  doing  it 
again,  but  not  for  any  reason  that  I  can  discover. 

5658.  In  your  opinion,  is  it  not  wise  of  him  to  take 
advantage  of  a  strong  exchange  or  of  favourable 
seasons  in  order  to  get  his  money  home?  You  would 
risk  everything  and  leave  anything  that  he  requires  to 
be  brought  home  in  the  course  of  the  year,  whatever 
that  year  was  ? — I  would  risk  each  year — take  each 
year  as, it  stands.  '  , 

5659.  About  the  way  in  which  the  nioney  is  being 

used that  is  a  matter  you  referred  to  just  a  moment 

ago.  Sir  Robert  Chalmers  put  to  you  some  figures 
yesterday,  and  I  think  Mr.  Keynes  also  brought  it  out 
this  morning,  showing  how  it  has  been  used  ?— Tes, 
that  is  so. 

5660.  "Would  you  not  agree,  in  view  of  those  figures, 
that  the  Government  of  India  have,  as  a  matter  of  fact, 
succeeded  in  keeping  up  a  very  reasonable  programme 
of  public  woito,  and  at  the  same  time  have  avoided 
borrowing  to  any  large  extent  ?— I  think  the  programme 
of  construction  which  has  been  carried  out  is,  on  the 
whole,  not  unsatisfactoi-y. 

5661.  And  that  has  been  done  with  very  little  net 
borrowing  ?— It  has  been  done  on  the  whole  with  little 
bon-owing,  certainly. 


5662.  Incidentally,  that  is  a  result  which  has  been 
obtained  only  by  reason  of  these  large  balances  which 
the  Government  of  India  have  held  ? — -Yes. 

5663.  To  that  extent,  would  you  agree  that  the 
existence  of  those  large  balances  has  had  a  beneficent 
effect?— Tes.    ' 

5664.  Tou  say  in  paragraph  10  of  the  first  part  of 
your  memorandum  that  the  policy  of  constructing 
reproductive  capital  works  in  India  "  does  not  appear 
to  have  been  actively  developed"  (page  553) ;  I  donot 
quite  understand  what  you  mean  by  that  sentence  ?— 
That  sentence  is  based  upon  the  fact  that  there  has  been 
a  strong  agitation  from  Bengal  and  Bombay  that  the 
amount  spent  on  railway  works  has  not  been  sufficient. 
Although  large  amounts  have  been  spent,  there  is  a 
consensus  of  opinion  in  Bengal  and  Bombay  that  the 
amount  has  not  been  soffioient.  The  fact  remains  that 
although  in  this  connection  the  Railway  Finance 
Committee  '  in  1907-8  recommended  12^  miUions 
annually  to  be  spent  on  railways,  that  amount  has 
never  been  spent. 

5665.  I  quite  agree  ? — ^Therefore,  although  large 
amounts  have  been  expended  on  capital  works,  I  do 
not  consider  that  sufficient  has  been  expended. 

5666.  "Would  you  have  been  inclined  then,  taking 
the  general  financial  outlook  into  considei-ation,  to 
spend  more  ? — Tes. 

5667.  In  the  present  year's  programme  of  railways 
and  other  wOrks,  we  have  to  di-aw  to  the  extent  of  no 
less  than  11  miUions  from  our  balances — I  daresay  you 
noticed  that  in  the  financial  statement  ? — Tes. 

5668.  Supposing  you  had  spent  more  money  in 
previous  years  on  railways  or  any  other  objects,  what 
would  have  been  the  result  this  year  ?  I  put  it  to  you 
that  there  would  have  been  two  alternatives-^either 
you  would  have  had  to  drop  very  much  of  your 
railway  programme,  which  I  presume  you  would  adnait 
woidd  have  been  very  unfortunate,  or  you  would  have 
had  to  borrow  very  considerably  in  the  London 
market  ? — ^I  do  not  see  it  in  that  way  at  all^  It  appe.ar8 
to  me  that  if  the  railway  programme  had  been  more 
completely  carried  out  in  the  jeaxs  gone  by,  there 
would  not  have  been  the  necessity  to  spend  so  much 
on  it  now." 

5669.  (Sir  Robert  Chalmers.)  Ton  think  it  is  finite, 
do  you  ? — No,  not  finite. 

5670.  (Mr.  Gillam.)  It  is  only  the  last  two  or  three 
years  I  am  considering  ? — ^I  understood  the  question  to 
be  that  if  this  naoney  had  been  spent  in  the  past  it 
would' not  be  available  to  spend' now;  and  my  ireply  to 
that  is  that  if  it  had  been  spent  in  the  past  there 
would  not  have  been  so  much  necessity  for  spending 
it  now. 

5671.  "We  have  been  keeping  up  a  programme  of 
about  9  millions  or  10  millions,  and  this  year  we  have 
increased  it  ? — Instead  of  the  12^  millions  recom- 
mended by  the.  Railway  Finance  Committee ;  that  is  to 
say,  the  Government  of  India's  programme  has  been 
several  millions  short  of  the  recommendations  of  the 
special  committee  who  were  formed  to  advise  the 
Government  in  that  respect — their  actual  work  has 
been  considerably  short  of  the  recommendations)  of 
that  committee,  although  the  work  has  been  large. 

5672.  "What  I  was  putting  to  you  was .  that  if 
we  had  spent  all  the  money  in  the  last  two  or  three 
years  we  might  have  had  to  drop  from  this  programme 
not  say,  10  milhons,  but  a  great  many,  perhaps  5  or  6  ? 
— Such  a  thing  is  conceivable. 

5673.  Do  you  not  think  the  Government  were,  as  a 
matter  of  fact,  well  advised  in  keeping  a  httle  money 
in  hand,  so  as  to  maintain  a  steady  programme  instead 
of  jumping  up  and  down  by  millions  ? — I  think  it  is 
possible  that  had  I  been  responsible  for  the  railway 
programme  five  yeai's  ago,  I  might  have  acted  exactly 
the  same  as  the  Government  have  done ;  but  the  fact 
remains  that  circumstances  have  proved  that  it  was  not 
adequate. 

5674.  (Lord  Kilhracken.)  Tou  tell  us  that,  generally 
speaking,  the  Government  of  India  and  the  Secretary 
of  State  have  erred  by  excess  of  caution  and  unwilling- 
ness to  take  risks  ? — Tes. 

5675.  Tou  say  that,  I  suppose,  speaking  as  a 
business  man  ? — "Tes. 
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■j676.  In  other  words,  you  apply  to  this  question 
the  principle  which  would  govern  a  merchant  in 
managing  his  own  business  ;  and  looking  at  it  from 
that  point  of  view,  .you  thiuk  that  the  Government 
has  been  over  cautious  ? — Yes. 

5677.  Or  pessimistic,  as  you  say.° — Yes. 

5678.  A  merchant  who  wants  to  succeed  in  business 
has,  I  suppose,  to  take  risks  pretty  often  ? — -Yes. 

5679.  Do  you  think  that  a  Chancellor  of  the 
Exchequer  or  a  Piaance  Member  of  the  Council,  with 
all  his  responsibilities  for  the  affairs  of  a  great  country, 
should  act  on  the  same  principles  as  a  private 
individual  who  is  tryiog  to  make  a  fortune  in  business  ? 
— Not  exactly  the  same. 

5680.  Does  it  not  come  to  that  ? — It  is  a  matter  of 
degree.  I  would  not  suggest  that  the  Government 
should  conduct  their  business  on  exactly  the  same  lines 
as  a  private  firm  who  are  paying  a  dividend,  but  I 
think  if  they  moved  a  step  or  two  in  that  direction  it 
would  be  a  good  thing. 

5681.  You  admit  that  there  is  a  vei-y  considerable 
difference  ? — There  is  a  difference  certainly. 

5682.  And  that  the  principles,  in  other  words, 
which  guide  them  should  not  be  the  same? — Not 
identically  the  same. 

5683.  (Mr.  Keynes.)  In  answer  to  one  of  my  last 
questions  you  said  that  if  the  Secretary  of  State  fixed 
Is.  4!Ygd.  as  the  rate  for  his  bills  he  would  sell  about 
the  same  amount  each  week  as  he  does  now  ? — ^I  think  so. 

5684.  At  present  he  sells  some  bUls  eveiy  week  ? — 
As  a  rule,  yes. 

5685.  No  one  will  buy  from  the  Secretai-y  of  State 
at  Is.  4h^gd.  if  the  rate  in  the  outside  market  was  below 
this  ? — If  the  gold  import  poiat  was  below  it. 

5686.  If  the  exchange  rate  in  the  outside  market 
was  below  it  ? — That  is  right. 

5687.  Therefore  you  hold  that  if  the  Secretary  of 
State  pursued  the  policy  you  recommend,  the  rate  in 
the  outside  market  would  never  be  below  Is.  4t^gd.  ? — 
It  would  only  be  below  on  those  occasions  when  the 
balance  of  trade  tm-ned  against  India. 

5688.  But  in  ordinary  years  it  would  never  fall 
below  Is.  4^5^.  ? — I  think  so. 

5689.  It  is  therefore  youi-  considered  opinion  that 
if  the  Secretary  of  State  announced  he  would  not  sell 
bills  below  Is.  ^Y^d.,  then  in  nonnal  seasons  exchange 
never  would  fall  below  that  rate  ? — That  is  so. 

5690.  {Chairman.)  Now  we  will  turn  to  Part  III. 
of  Appendix  XXI.  (pp.  557-9),  if  you  please.  The 
piincipal  recommendation  that  you  make  in  that  part 
is  that  the  Bombay  mint  should  be  opened  at  once  to 
the  free  coinage  of  sovereigns,  I  think  ? — Yes. 

5691.  Will  you  please  explain  to  me  what  advan- 
tages you  think  the  opening  of  the  mint  would  bring 
to  India  ? — One  advantage,  in  the  first  place,  would  be 
that  movements  in  the  foreign  exchange  would  be 
regulated  automatically  —  it  would  f acHitate  their 
regulation  automatically.  The  other  advantage  is  that 
it  would  also  facilitate  the  growth  and  development  of 
a  gold  coinage. 

5692.  Taking  the  fii-st  point  I  do  not  quite  follow 
your  meaning  when  you  say  that  it  would  facilitate  the 
automatic  regulation  of  exchange ;  in  what  way  would 
it  do  that  ? — It  would  enable  the  public  at  all  times  to 
present  gold  for  conversion  into  sovereigns  whenever 
they  required  them,  and  would  therefore  give  them 
another  means  of  putting  themselves  in  fundi,  in  cash, 
than  at  present  exists. 

5693.  Am  I  to  understand  that  the  advantage  in 
that  respect  would  be  derived  from  the  facility  for 
coining  the  gold  which  is  now  in  India  ? — That  is  one 
of  the  advantages. 

5694.  What  would  that  gold  be  ?  Do  you  suppose 
that  the  produce  of  the  Indian  mines  would,  if  such  a 
mint  were  opened,  be  tendered  for  coining  in  Bombay  ? 
— I  think  so. 

5695.  I  think  we  have  had  it  on  the  authority  of 
the  Indian  Government  that  some  time  ago  they  found 
that  the  mines  were  under  contract  to  send  their  gold 
to  England  ? — That  is  bo. 

5696.  They  have  large  dividends  to  pay  in  England  ? 
^Yes. 

5697.  Do    you  think  the  inducements    to    them, 


under  those  cii-cumstances,  to  send  gold  to  the  mint  in 
Bombay  would  be  large  ?— If  the  mint  were  regulated 
on  the  same  excellent  pi-inciples  that  regulate  the 
London  mint,  yes. 

5698.  Even  though  having  these  large  sums  to  pay 
in  England,  you  think  it  would  pay  them  better  to 
have  their  gold  coined  in  Bombay  than  to  send  it  to 
England  ? — Yes,  I  should  think  so. 

5699.  At  any  i-ate,  that  is  one  of  the  sources  on 
which  you  count  ? — Yes. 

5700.  Do  you  think  that  much  gold  would  be  pro- 
'duced  from  the  hoards  F — I  do  not  think  that  the  effect 

of  a  mint  would  be  suddenly  to  draw  gold  out  of  hoards, 
but  in  times  of  danger  and  emergency  it  would  afford 
a  means  of  tm-ning  the  savings  of  the  people  in  the 
hoards  into  money. 

5701.  Rapidly  ? — Rapidly.  In  past  famines  and  in 
past  times  of  trouble,  metal  has  been  produced  from 
hoards,  and  I  think  a  similar  experience  would  occur 
again. 

5702.  May  I  take  it  that  you  do  not  anticipate  that 
it  would  add  very  much  to  the  amount  of  gold  coinage 
in  India,  but  you  think  on  the  whole  it  would  have 
that  effect  ?— Yes,  I  think  so. 

5703.  You  propose,  I  take  it  from  what  you  have 
said,  that  no  seigniorage  should  be  charged  on  the 
gold  coined  at  the  mint  ? — Certainly  not. 

5704.  Sir  Robert  Chalmers  points  out  to  me  that  in 
the  first  paragraph  of  this  section  of  your  memoi-andum 
(page  557)  you  quote  the  TTidia.Ti  Currency  Committee's 
recommendation  (section  54)  "that  the  Indian  mints 
"  should  be  thrown  open  to  the  unrestricted  coinage 
"  of  gold  on  terms  and  conditions  such  as  govern  the 
"  three  Australian  branches  of  the  Royal  Mint."* 
Those  terms  and  conditions  do  include  seigniorage; 
perhaps  you  are  not  aware  of  that  ?— I  was  not  aware 
that  there  was  any  seigniorage  charged  in  Australia. 
As  far  as  I  remember,  I  think  a  charge  was  made  for 
maintaining  the  mint,  but  I  did  not  know  there  was  a 
charge  in  the  form  of  seigniorage. 

5705.  At  any  rate,  I  am  to  take  it  that  it  is  an 
essential  point  in  your  proposal  that  no  such  seignior- 
age should  be  charged  here  F — Yes. 

5706.  The  principal  advantage  which  you  would 
expect  to  derive  is  that  you  would  increase  the  amount 
of  gold  coin  in  circulation  F — That  would  be  one  of  the 
tendencies. 

5707.  Is  there  any  other  advantage  F — The  advan- 
tage is  that  the  counti-y  would  be  fitted  with  what  I 
regard  as  an  essential  part  of  its  monetaiy  mechanism. 
I  regard  it  as  an  essential  part  of  its  cmrency 
mechanism  that  it  should  have  a  mint  at  which  money 
could  be  coined  at  the  requisition  of  the  public. 

5708.  I  want  to  get  exactly  at  your  reason  why 
that  is  essential.  Am  I  right  in  thinking  that  you 
consider  it  essential  to  a  proper  currency  system  that 
there  should  be  a  gold  currency  ? — Yes. 

5709.  And  essential  to  a  gold  cuiTency  that  there 
should  be  a  gold  mint  F — Yes,  on  the  spot,  in  India 
itself. 

5710.  It  has  not  been  found  essential  everywhere — 
in  South  Africa,  for  instance,  where  you  have  the 
largest  production  of  gold  F — There  always  was  a  mint 
there,  I  think,  until  we  closed  it. 

5711.  There  is  no  mint  at  present.  There  was  a 
Transvaal  mint,  you  mean  ? — Yes.  I  cannot  conceive 
why  a  mint  has  not  been  opened  in  South  Africa. 

5712.  (Sir  Robert  Chalmers^)  You  are  not  aware  of 
any  large  and  definite  demand  for  a  mint  from  South 
Africa,  are  you  ? — No,  not  beyond  the  demand  that  I 
myself  endeavoured  to  stimulate  when  I  was  in  South 
Africa. 

5713.  {Chairman.)  As  you  put  it,  it  seems  to  me 
that  it  is  reaUy  rather  for  the  perfection  of  a  theory 
than  for  any  very  definite  practical  advantage  that 
you  can  point  to,  that  yon  advocate  the  opening  of  a 
mint  for  the  coinage  of  gold.  What  I  mean  to  sug- 
gest is,  that  the  only  practical  advantage  you  have 
suggested  is  that  it  would  increase  the  number  of 
sovereigns  in  the  cm-rency  F — ^It  would  do  away,  in  a 
measure,  with  the  management  by  the  Secretary  of 
State  of  the  foreign  exchanges,  in  that  there  would  be 
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always  the  mint  »t  wMcli  the  public  could  converi 
their  gold  into  legal  tender  coins  in  the  event  of  the 
Secretaiy  of  State  taking  any  action  of  which  the 
public  did  not  approve.  It  is  a  safeguard,  so  to  speak, 
an  additional  safeguard,  that  the  people  of  India  can 
on  the  spot  obtain  their  own  money  on  presentation  of 
the  metal. 

5714.  Hegarding  them  as  an  additional  safeguard 
of  exchange,  the  sovereigns  coined  at  the  mint  must  be 
exported,  must  they  not  ? — Not  necessarily. 

5715.  How  would  they  support  exchange  without 
being  exported? — The  actual  support  is  not  exercised 
until  the  time  comes  for  their  exportation,  but  the 
fact  that  they  exist  and  can  be  exported  when  needed, 
is  a  sufficient  practical  support  to  exchange.  It  esta- 
blishes confidence. 

5716.  That  is  to  say,  if  I  understand  you  rightly, 
the  more  gold  you  have  in  circulation  in  India,  the 
greater  the  reservoir  on  which  you  have  to  draw  for 
the  support  of  exchange  in  a  time  of  crisis  ? — Tes ; 
and  if  the  tap  to  that  reservoir  is  in  your  own  posses- 
sion and  can  be  controlled  by  yourself,  you  feel  still 
more  confident. 

5717.  The  moment  you  need  to  export  sovereigns 
for  the  maintenance  of  exchange,  would  sovereigns 
have  any  advantage  for  that  purpose  over  bar  gold,  or 
other  forms  of  uncoined  gold  ? — -Very  little. 

5718.  So  that  if  bar  gold  was  hoarded  in  India  and 
came  out  in  a  time  of  crisis,  it  would  be  equally  as 
available  for  the  support  of  exchange  in  that  form  as 
it  would  be  if  it  came  out  of  the  hoards  in  the  form  of 
sovereigns  ? — Yes,  to  a  large  degree. 

5719.  Now  with  regard  to  the  gold  in  circulation 
in  India,  do  you  think  that  it  is  very  effective  for  the 
purpose  of  supporting  exchange  ? — It  is  most  effective. 

5720.  Do  you  think  that  in  a  time  of  crisis  it 
would  go  to  the  support  of  exchange? — Unques- 
tionably. 

5721.  Tou  do  not  think  that  at  such  a  moment 
there  might  be  an  increased  instead  of  a  diminished 
tendency  to  hoard  ? — I  do  not  think  so 

5722.  Do  you  think  that  gold  in  circulation  is  as 
effective  for  that  purpose  as  gold  in  the  Secretaiy  of 
State's  reserves  ? — No,  it  is  not  so  efEective. 

5723.  For  every  lOOZ.  in  the  reserve,  there  is  lOOU. 
which  directly  supports  exchange  ;  is  that  not  so  ? — If 
the  gold  is  freely  in  circulation  it  is  an  additional 
support  to  the  reservoirs  in  the  Government's  possession 
and  in  the  possession  of  the  banks.  Everybody  has  his 
own  reservoir,  so  to  speak. 

5724.  If  a  million  were  in  circulation,  some  propor- 
tidlli  only  would  go  to  support  exchange? — Tes. 

5725.  Whereas  if  a  million  were  in  the  i-eserve,  the 
whole  would  go  to  the  support  of  exchange  ? — If  it  was 
required,  and  if  it  was  use^. 

5726.  To  that  extent,  gold  in  circulation  is  less 
efEective  for  the  maintenance  of  exchange  than  gold 
held  in  the  reserve  ? — Yes. 

5727.  Do  you  regard  a  gold  currency  as  desii'able  in 
itself,  apart  frOm  its  particular  effect  on  exchange  ? — 
Yes. 

5728.  You  do  liot  regard  it  as  rather  a  wasteful 
form  ? — -No,  I  do  nOt  think  so — not  in  India.  It  is 
wasteful  in  highly  developed  countries,  but  not  in 
India. 

5729.  For  what  reason  ?— Because  India  is  not  so 
far  advanced,  and  her  circumstances  in  regard  to  trade 
and  commerce  are  not  similar  to  those  of  this  country. 
A  very  large  proportion  of  the  population  cannot  read 
or  write,  and  therefore  are  quite  incapable  of  drawing 
cheques  ;  they  live  far  from  railways,  and  altogether 
there  are  very  many  reasons  for  the  use  of  a  full  value 
metallic  currency  in  India  which  do  not  exist  in  this 
country  at  all. 

5730.  Would  you  go  so  fai*  as  to  say  that  to  the  extent 
to  which  the  population  can  be  induced  to  use  their 
currency  notes  or  silver,  it  is  a  cheaper  and  better  form 
of  currency  then  gold? — No,  I  would  not  say  that; 
speaking  from  the  point  of  view  of  India,  I  would  not 
say  it  was  better. 

5731.  {Sir  Bohert  Chalmers.)  Is  it  cheaper,  was  the 

question  ? No,    certainly  not,     unless   the   notes   are 

supported  by  securities  and  not  by  metal. 
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5732.  (Chairman.)  Now  I  want  to  refer  to  a  subject 
with  which  you  deal  in  Part  III.,  paragi-aph  7  (c),  of 
Appendix  XXI.  (page  558),  and  on  which  we  touched 
yesterday.  You  say  that  fresh  rupees  shouldnotbe  coined 
untU  the  proportion  of  the  gold  in  the  currency  is  found 
to  exceed  the  requirements  of  the  public  ? — That  is  so. 

5733..  I  asked  you  yesterday,  but  I  do  not  think  I 
got  a  very  clear  answer  from  you — perhaps  I  did  not 
put  my  question  well — what  is  your  test  for  the  needs 
of  the  public  ?  How  would  you  test  those  needs  ? — 
The  test  I  should  take  would  be  the  requirements  of 
the  traders  for  money  to  carry  on  their  trade,  European 
and  Indian.  That  would,  no  doubt,  find  its  expression 
through  the  banks. 

5734.  But  not  its  whole  expression  through  the 
banks.  For  instance,  the  Government  must  have 
sufficient  rupees  for  the  encashment  of  its  notes  ? — 
Tes,  rupees  and  sovereigns. 

5735.  It  must  be  prepared  to  give  rupees  in  exchange 
for  sovereigns  whenever  they  are  tendered  ? — So  long 
as  it  accepts  that  responsibility.  It  is  a  self-imposed 
responsibility. 

5736.  It  must  also  have  rupees  to  meet  Council 
bills  ? — If  rupees  are  demanded.  Rupees  may  not 
necessarily  be  demanded.  In  my  part  of  the  world  I 
am  quite  sure  that  some  export  firms  would  as  soon 
receive  sovereigns  in  payment  of  Council  bills  as  rupees. 

5737.  To  the  extent  to  which  rupees  are  demanded 
for  any  of  those  purposes,  the  Government  must  be 
prepared  to  meet  it  ? — Yes. 

5738.  Would  you  be  surprised  to  learn  that  those 
are  the  tests  which  the  Govei'nment  of  India,  apply  ? — 
No,  I  am  not  surprised.  I  know  it  is  the  test,  and  I 
think  I  have  drawn  attention  to  the  fact  that  although 
Government  had  decided  on  one  policy,  their  attitude 
appears  to  be  :  After  all,  if  the  people  do  not  want  a 
gold  policy,  we  will  not  press  it. 

5739.  That  brings  me  to  another  point.  I  think 
you  call  our  attention  to  the  view  of  the  Currency 
Committee  that  "  when  Government  has  accumulated  a 
"  sufficient  gold  reserve,  and  so  long  as  gold  is  available 
"  in  its  treasury,  it  might  discharge  its  obligations  in 
"  gold  instead  of  rupees."*  Is  that  what  you  are 
alluding  to  ? — Yes. 

5740.  I  wiU  just  pause  at  that  point  to  ask  you  :  Do 
you  think  the  Government  has  accumulated  a  sufficient 
gold  reserve  already  ? — Yes, 

5741.  In  this  country,  or  do  you  mean  the  total  ? — 
To  cany  out  its  obligations  in  India  in  gold — do  I 
understand  the  question  con-ectly  ? 

5742.  I  mean  for  all  purposes  ? — For  local  purposes 
in  India  I  think  sufficient  gold  has  been  accumulated  in 
India  to  enable  the  Government  of  India  to  carry  out 
its  obligations  in  gold. 

5743.  Without  trenching  upon  any  gold  required  as 
a  reserve  for  the  maintenance  of  exchange  ? — Yes, 
certainly. 

5744.  You  seem  to  me  to  translate  the  opinion  of 
the  Cui-rency  Committee,  that  when  that  state  of  affairs 
has  been  reached  the  Government  might  discharge  its 
obligations  in  gold  instead  of  rupees,  into  an  injunction 
to  the  Government  of  India  so  to  discharge  it  ? — Yes. 

5745.  You  quote  with  disapproval  the  expression  of 
policy  of  the  Government  of  India  that "  while  refraining 
"  from  taking  any  steps  to  force  the  gold  on  the  people, 
'  •  they  discharge  their  obligations  in  sovereigns  wherever 
"  payees  so  desire"  ;  or,  in  other  words,  that  they  give 
the  payee  what  he  asks  for  ? — Yes. 

5746.  Youi-  opinion  is  that  they  ought,  if  I  may  use 
the  expression,  to  force  the  gold  upon  him  ? — I  do  not 
like  the  word  "  force."  My  view  is  that  if  Government 
intend  to  establish  a  gold  currency,  they  should  take 
reasonable  steps  to  carry  out  that  policy,  and  not 
pause  at  every  step  in  the  policy  to  ask  everybody  if 
they  want  it  carried  out  or  not. 

5747.  Suppose  the  Government  had  come  to  the 
conclusion  that  there  was  no  reason  for  establishing  a 
gold  curi"ency,  as  exchange  was  being  maintained 
without  it,  and  could  be  so  maintained,  is  there  any 
reason  then  why  they  should  attempt  to  press  upon  the 
public  something  which  the  public  ex  hypothesi  does 

*  Report  of  Indian  Currcncv  C'ommitte  of  1898.  parao-vaph 
59  (C.  9390). 
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not  demand  ? — I  Bhould  think  Government  had  come  to 
a  wrong  conclusion  in  those  circumstances. 

5748.  So  that  your  criticisni  on  all  this  part  of  then* 
policy  is  that  it  is  their  duty  to  establish  a  gold 
cuiTency? — Tes,  as  recommended  by  the  expert  com- 
mittee especially  appointed  to  advise  them  in  this 
matter,  as  accepted  by  the  Secretary  of  State,  and  as 
accepted  by  the  Government  of  India. 

5749.  Have  you  any  reason  for  desiring  the 
establishment  of  a  gold  cun-ency  beyond  the  additional 
support  that  it  would  give  to  exchange  ? — Tes.  I  think 
it  would  add  immensely  to  the  credit  of  the  country 
generally  if  a  gold  currency  were  in  circulation,  and  if 
the  world  generally  understood  that  the  currency  of 
India  was  on  exactly  the  same  footing  as  the  cuiTency 
of  England,  and  that  there  were  no  further  cuiTency 
risks  in  dealing  with  India  than  there  would  be  in 
dealing  with  Australia  or  Canada.  I  think  that  would 
be  a  great  gain  to  the  credit  of  India. 

5750.  That  really  comes  back  to  exchange  again — 
to  the  support  which  such  a  currency  would  give  to 
exchange  ? — ^Tes. 

5751.  Tou  do  not  think  the  other  measures  taken 
by  the  Government  of  India  and  the  Secretary  of  State 
are  sufficient  to  give  that  public  sense  of  security  in 
the  maintenance  of  exchange  ? — No. 

5752.  In  paragraph  8  of  Part  III.  (page  558)  you  say : 
"  If  the  Government '  puttheir  hearts '  into  this  business, 
"  to  use  Professor  MacLeod's  expression,  India  will  very 
"  soon  have  a  gold  cun-ency  in  active  circulation"  and 
"the  exchange  value  of  the  rupee  will  be  as  pei-mauently 
"  secured  as  the  exchange  value  of  the  English  shilling, 
"  or  the  French  5-franc'  piece,  or  the  silver  dollar  of 
"  the  United  States  of  America  ;  and  that,  too,  without 
"  the  necessity  of  maintaining  any  Gold  Standai'd 
"  Reserve  "  ? — Tes. 

5753.  Do  you  mean  that  under  those  circumstances 
there  should  be  no  resei-ve  in  existence,  or  do  you  only 
mean  that  whilst  it  would  be  wise  to  have  a  reserve, 
there  would  be  probably  no  call  upon  it? — ^I  mean 
there  would  be  no  necessity  to  maintain  what  is  now 
known  as  the  Gold  Standard  Reserve.  I  mean  that 
there  would  be  stifficient  gold  in  the  possession  of  the 
banks,  in  the  possession  of  Government,  and  in  the 
possession  of  the  public,  to  support  exchange  without 
extraneous  assistance  from  what  is  now  called  the  Gold 
Standard  Resei-ve. 

5754.  Tou  think  that  the  banks  would  accumulate 
something  in  the  nature  of  the  Bank  of  England  gold 
reserve  ? — I  think  evei-ybody  would  have  to  hold  gold, 
and  the  metallic  portion  of  the  reserves  against  the 
paper  ciuTency  would  be  almost  wholly  in  gold.  There 
would  be  therefore  plenty  of  gold  available  to  support 
exchange  without  the  assistance  of  what  is  now  known 
as  the  Gold  Standard  Reserve. 

5755.  {Lord  Faber.)  As  regards  this  veiy  important 
question  of  maintaining  the  gold  reserve,  at  present  I 
supppose  you  think  it  is  quite  necessary  to  have  a  Gold 
Standard  Reserve  ? — I  think  it  is  desix-able  to  have  a 
Gold  Standard  Reserve  now  until  a  gold  cuiTency  has 
been  thoroughly  established  throughout  the  whole  of 
India.  It  is  not  so  necessary  now  as  it  was  five  years 
ago. 

5756.  Tou  would  agree,  I  think,  in  believing  that 
the  veiy  fact  of  having  a  Gold  Standard  Reserve 
renders  it  ■unnecessary  to  use  it ;  the  public  are  so 
satisfied  with  the  condition  of  the  reserve  to  maintain 
gold  payments,  that  they  wiU  not  come  for  gold  as 
they  would  do  if  there  were  no  such  reserve  ? — The 
public  will  never  come  for  gold  irntU  the  balance  of 
trade  turns  against  India,  and  when  the  balance  of  trade 
turns,  they  will  come  for  gold.  I  do  not  think  they 
are  influenced,  or  can  be  influenced,  by  any  other  con- 
sideration than  the  balance  of  trade.  Of  course,  with 
the  existence  of  the  Gold  Standard  Reserve  at  present, 
there  is  more  confidence  than  there  would  be  without 
the  existence  of  that  reserve. 

5757.  {Sir  Robert  Chalmers.)  In  paragraph  7  of  Part 
III.  (page  558)  you  put  most  strongly  that  it  is  "  weak 
and  unbusinesslike "  for  the  Indian  Government  to 
consider  what  the  Indian  public  desire.  Do  you  quite 
stand  to  that  expression  of  opinion,  or  do  you  modify  it 
in  any  way  ? — Not  in  the  slightest  in  this  connection. 


.  5758.  A  bold  autocracy  would  be  your  line  ?— In 
this  connection,  yes. 

5759.  Coming  down  to  gold  in  the  possession  of 
individuals,  you  lay  great  stress  on  that ;  but  do  you 
think  that  the  possession  of  gold  in  the  form  of  coins 
in  the  pockets  of  individuals  is  a  real  strength  to 
exchange  which  you  can  depend  on  when  a  crisis 
comes  ?— It  depends  on  the  nature  of  the  crisis.  If  the 
crisis  means  the  failure  of  the  rain  ajid  the  crops  in 
India,  leading  to  a  reversal  of  the  current  of  trade,  yes, 
I  think  so,  certainly. 

5760.  Have  you  got  any  support  for  that  view  in 
past  history  P  Before  you  answer  I  will  indicate  what 
we  have  received  in  evidence — in  the  crisis  of  1907-8 
the  Paper  Currency  Reserve  lost  4J  millions  of  gold, 
which  all  went  iato  circulation  and,  on  your  hypothesis, 
would  have  strengthened  exchange  by  being  available 
for  support  ? — I  do  not  think  a  parallel  can  be  drawn 
from  the  example  of  1907-8,  because,  owing  to  the 
terribly  bad  management  on  the  part  of  the  Govern- 
ment, they  themselves  depressed  their  own  exchange 
down  to  such  a  point  as  to  make  it  profitable  to  the 
public  to  hoard  sovereigns. 

5761.  As  a  matter  of  fact,  out  of  that  4^  millions 
only  about  a  quarter-of-a-miUion  came  home ;  are  yon 
aware  of  that  ? — Tes. 

5762.  Therefore,  that  experience  does  not  show  that 
the  passage  of  sovereigns  into  currency  at  any  i-ate 
necessarily  supports  exchange  and  supports  it  in  the 
horn-  of  need? — That  example  affords  no  support  to 
that  theory  in  the  slightest.  May  I  be  permitted  to 
say  that  on  that  occasion  the  moment  that  I  personally 
required  sovereigns  I  went  to  the  Treasury  and  asked 
for  them,  and .  the  Government  declined  to  give  me 
sovereigns  ?  I  went  to  Bombay  and  the  Government 
declined  to  give  me  sovereigns.  I  went  to  Calcutta 
and  had  a  long  talk  with  the  Pinance  Minister,  and  I 
pointed  out  to  him  that  he  himself  was  breaking  down 
exchange  by  omitting  to  let  go  the  sovereigns.  Still 
the  sovereigns  were  not  let  go  for  several  weeks. 
Government  themselves,  by  their  own  action,  created 
that  feeling,  that  lack  of  confidence,  which  led  to 
sovereigns  being  hoarded.  It  was  Government  them- 
selves who  destroyed  then-  own  scheme. 

5763.  When  you  get  the  alternative  of  payment  in 
rupees  or  in  sovereigns,  do  you  not  think  that,  in  a 
time  of  crisis,  there  would  be  a  tendency  to  pay  in  the 
less  valuable  form?-^Not  the  slightest,  if  there  is 
gold  in  circulation  throughout  the  country ;  but  if 
there  is  insufficient  gold,  or  if  there  is  a  lack  of  confi- 
dence in  the  action  that  Government  will  take,  then 
gold  will  assuredly  be  hoarded ;  but  if  gold  is  fiiUy  in 
circvdation,  if  the  metallic  reserve  of  the  paper 
currency  consists  wholly  of  gold,  and  if  Government 
make  it  quite  clear  that  they  are  not  going  to  let 
exchange  down  themselves,  then  I  think  no  tendency  to 
hoard  sovereigns,  or  to  pay  in  mpees,  would  arise. 

5764.  Do  you  stiU  attach  importance  to  the  posses- 
sion of  gold  in  the  f  oi-m  of  sovereigns  by  the  people  ? 
— Tes,  very  much. 

5765.  Do  you  remember  the  late  Lord  Goschen 
took  i-ather  the  opposite  view  in  the  speech  he  made  at 
Leeds  some  years  ago  ? — Tes. 

5766.  He  spoke,  I  wiU  not  say  with  disrespect,  of 
waistcoat  pocket  gold,  and  indicated  his  belief  that 
when  you  wanted  it  it  was  not  available  ? — That  is  so. 

5767.  Tou  are  aware  of  that  fact  ? — Tes.  I  think 
that  Lord  Goschen's  view  was  perfectly  correct  in 
respect  of  this  countiy,  but  I  think  the  circumstances 
in  India  ai-e  entirely  difEerent.  The  circumstances  in 
India  are  these,  that  if  there  is  a  failure  of  the  crops 
in  a.  ceitain  portion  of  the  country,  money  has  to  be 
produced  to  remedy  this  state  of  affairs,  and  if  the 
savings  of  the  people  ai-e  in  the  f  onm  of  sovereigns,  if 
the  hoards  are  in  the  form  of  sovereigns,  they  have  to 
be  brought  into  the  market,  and  so  money  flows  into 
the  market  and  wiU  flow  into  the  banks.  But  the 
conditions  are  altogether  different  in  this  country, 
where  everybody  recognises  that  the  gold  reserves  are 
very  slender,  and  where,  in  a  time  of  crisis,  there  would 
be  a  tendency  for  everybody  who  was  ignoi-ant  and 
ill-informed,  to  hoard  gold. 
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5768.  Do  jou,  Ijhink  there  would  not  be  that 
tendency  in  India  ?—No. 

5769.  {Mr.  Keynes.)  You  say  that  sovereigns  are  now 
in  circulation  to  the  extent  of  over  40,000,0002.  in 
India;  is  that  approsamately  the  figure  of  the  total 
absorption  of  sovereigns  by  the  public  since  1898  ? — The 
soiirce  of  that  figure  is  the  last  report  of  the  Paper 
Currency  Department  of  21st  December  last,  and  the 
extract  is  as  follows :  "  The  latest  estimate  of  the 
"  number  of  rupees  in  circulation  is  180  crores,  and 
"  the  figure  for  gold  may  be  taken  to  be  60  crores. 
"  The  growth  of  the  circulation  of  silver  has  not  kept 
"  pace  with  the  growth  of  the  circulation  of  gold." 
Those  are  the  figures  dealing  with  the  current  amount 
of  the  cm-rency  in  circulation,  silver  and  gold,  which  I 
have  taken  from  the  last  official  report  of  the  Paper 
Currency  Department.* 

5770.  Is  that  an  unpublished  report  for  the  year 
1912-3  ?— This  is  for  the  year  1911-2,  and  was  issued 
on  21st.December  1912.  This  is  an  article  of  my  own 
from  which  I  am  quoting  the  words  of  the  Comptroller- 
General  of  Paper  Currency — not  the  report  itself. 

5771.  The  only  figures  I  know  are  the  figures  of 
the  absorption  of  sovereigns  which  are  given  in  the 
return  you  speak  of ,  and  40  millions  is  the  approximate 
figure  of  absorption  since  1907-8  ? — It  is  described  in 
the  return  as  the  figure  for  ''gold  in  circiilation " 
which  "  may  be  taken  to  be  60  crores."  If  the  report 
could  be  produced  I  have  no  doubt  I  could  easily  find 
the  passage.  . 

5772.  {After  examining  the  report  which  was  pro- 
duced.) I  think  I  am  right.  If  the  figure  be  taken  in 
its  context  it  appears  to  be  that  of  the  absorpftion.  The 
figure  is  obtained  by  adding  up  the  sovereigns,  which 
have  left  the  Government  treasuries  and  have  not  come 
back  in  the  period  since  1907-8.  It  includes,  there- 
fore, those  sovereigns  -Which  wei'e  in  hoards  and  those 
sovereigns  which  have  been  melted.  You  would  not 
maintain,  would  you,  that  the  40  millions  were  in  cir- 
culation in  the  sense  that  they  were  being  used  as 
currency  ? — I  have  only  the  report  to  go  upon.  They 
are  in  circulation  very  freely  in  that  part  of  India  with 
which  I  ain  most  familiar — West  and  Northern  India ; 
they  are  in  everyday  circulation  there  quite  freely. 

5773.  Forty  millions  is  the  same  circulation  as  the 
n,ptes  and  about  one  third  of  the  I'upee  circulation. 
You  will  agree  that  there  is  no  experience  which  would 
justify  any  such  estiniate  if  you  interpret  "  in  circula- 
tion "  as  meaning  "  used  as  currency  "  ?-^The  report 
I  have  just  quoted  gives  the  rupees  in  circulation  as 
180  crores. 

5774.  Perhaps  I  might  read  it.  In  the  report 
there  is  a  table  which  shows  the  amount  of  sovereigns 
which  are  issued  from  the  Currency  Department  each 
year,  and  the  amount  which  are  returned  to  it.  The 
balance '  which  leaves  the  Currency  Reserve  is  caUed 
the  absorption.  Those  figures  are  added  up  on  page  13 
of  the;  return  to  w;hich  you  refer,  and  the  word 
"absorption"  is  constantly  used,  but  I.  see  that  it  is 
the  absorption  of  a  longer  period' than  I  said.  The 
absorption,  taking  these  figures,  appears  to  have  been 
46  crores  between  1965-6  and  the  date  of  the  report, 
and  the  60  crores  seems  to  be  made  up  by  an  allowance 
for  previous  years.  These  figures,  therefore,  include 
the  sovereigns  in  hoards  and  those  sovereigns  which 
have  been  melted.  The  words  "  in  circulation  "  are, 
I  believe,  intended  .in  this  passage  to  mean  "taken  in 
absorption,"  and  you  would  not  maintain,  would  you, 
that  it  is  at  all  probable  that  they  could  mean  more 
than  that  P — I  have  no  infoi-mation  to  go  upon  other 
than  the  words  extracted  from  the  official  report.  If 
the  official  report  has  printed  "  circulation "  for 
"  absorption,"  it  may  be  So. 

:  5775;  ;Bitt  you  have  no  other  evidence  what- 
eyei-  ? — No.  evidence  other  than  that  Paper  Cuirency 
Report. 

,5776.  You  ai-gne  that  the  Government  should  put 
theii-  hearts  into  the  business  of  m-ging  on  a  gold 
circulation  ? — Yes. 


*  Published  in  Gazette  of  India  for  Saturday  31st  December 
1912,  pp.  2285-346. 


5777.  Do  you  mean  by  that  that  they  should  refuse 
rupees  to  those  who  want  them  ? — No. 

5778.  You.  say  they  acted  weakly  in  only  giving 
sovereigns  if  the  Indian  pubKc  so  desired,  and  then  you 
go  on  to  complain  of  them  because  they  have  only  taken 
the  step  of  discharging  their  obligations  in  sovereigns 
wherever  the  payee  so  desired  ? — Yes. 

5779.  You  do  not  imply  by  that  that  you  want 
them  to  give  sovereigns  where  the  payee  does  not  so 
desire,  do  you  ?— No. 

5780.  It  is  only  in  those  cases  where  the  payees  are 
really  indifEerent  that  you  urge  that  the  Government 
shoilld  give  sovereigns  ? — Quite  so.  A  large  number  of 
the  payees  are  perfectly  indifEerent,  and  if  the  cashiers 
of  the  Government,  or  the  Treasury  officers,  handed 
out  sovereigns,  I  think  they  would  be  quite  content  with 
them. 

5781.  Is  that  as  far  as  you  want  the  Government  to 
go  ? — -Yes. 

5782.  I  thought  in  answer  to  Sir  Robert  Chalmers 
you  rather  iniplied  that  you  wanted  to  go  further  than 
that,  and  that  you  wanted  to  force  sovereigns  ? — I  do  not 
like  to  use  the  word  "  force."  I  would  not  say  to  a 
merchant  who  came  to  my  office  and  said,  "  "Will  you 
please  pay  me  in  rupees?"  "No,  I  insist  on  paying 
you  in  sovereigns  "  ;  but  I  might  try  to  persuade  him 
to  take  half  in  sovereigns  and  haM  in  rupees,  and  in 
that  way  induce  him  to  take  a  certain  number  of 
sovereigns.  A  similar  line  of  conduct  might  be 
adopted,  T  think,  by  Government  officers. 

5783.  If  that  policy  were  followed,  you  think  we 
should  very  soon  have  in  active  circulation  100  mil- 
lions ? — I  think  that  is  quite  possible. 

5784.  Do  you  include  in  that  100  mUhons,  gold  in 
the  i-eserve  of  the  Paper  Currency  P^No. 

5785.  You  mean  100  millions  in  the  pockets  of  the 
people,  at  the  banks,  and  at  the  treasuries,  apart  from 
the  Government  reserves  of  gold  ? — And,  let  us  say, 
in  hoards. 

5786.  And  in  hoards  ? — Yes.  The  people  of  India 
are  not  always  equipped  with  pockets,  and  it  is  quite  a 
usual  thing  on  the  part  of  a  native  of  India  to  keep  his 
money  in  his  house.  Sometimes  for  the  sake  of  security 
he  buries  it .  in  the  ground,  and  it  is  then  generally 
referred  to  as  a  hoard ;  but  what  the  native  has  in  the 
ground  under  his  bed  is  exactly- the  same  as  what  we 
should  carry  in  our  pockets  or  keep  in  the  house 
The  word  "  hoard"  has  a  very  misleading  effect  upon 
people  who  are  not  familiar  with  the  customs  of  the 
country. 

5787.  I  quite  agree  that  you  cannot  draw  a  sharp 
distinction  between  circulation  and  hoards.  Taking 
your  figure  of  40  millions,  which  I  do  not  accept,  as 
the  present 'figure,  that  would  represent  an  addition  of 
60  millions  ? — Yes. 

5788.  Do  you  imagine  this  would  be  chiefly  at  the 
expense  of  notes  or  rupees  ?  Which  would  it  take  the 
place  of  ? — I  think  it  would  largely  take  the  place  of 
rupees.  It  would  not  whoUy  take  the  place  of  rupees, 
but  it  would  supplant  rupees,  I  think,  to  a  certain 
extent.  There  would  be  an  additional  growth  of 
metallic  currency  habits  as  well,  to  be-  taken  into  con- 
sideration ;  thei-e  would  be  a  growth  of  the  opportunity 
of  the  use  of  metallic  money  generally. 

5789.  So  we  should  find  Government  with  perhaps 
60  millions  of  rupees  on  their  hands,  becaase  I  presume 
you  are  not  assuming  this  would  circulate  as  well  as  all 
the  rest  of  the  rupees  r — It  would  take  many  years  to 
do  this,  and  of  course  the  rupee  circulation  would  have 
to  he  used  up  by  degrees. 

5790.  In  your  memorandum  you  say  "  very  soon"|' 
—Yes. 

5791.  I  am  not  quite  clear  about  this :  Is  the  6u 
millions  of  additional  gold  to  be  whoUy  additional  to 
the  rupees  now  in  circulation,  or  is  it  to  be  in  diminu- 
tion of  the  rupees  in  circulation  ? — I  think  it  ia  largely 
additional. 

5792.  All  the  present  rupees  will  still  be  in  circula- 
tion ? — Not  all  the  present  rupees,  because  large 
quantities  go  over  the  frontiers,  to  Bast  Africa,  and 
to  different  parts  of  Central  Asia,  and  so  get  out  of 
sight.  Nobody  knows  what  becomes  of  the  rupees ; 
they  constantly  disappear, 

Q  4       • 
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oT'.i.j.  The  total  circulation  of  India  is  variously 
estimated,  but  I  suppose  that  nolx)dy  would  put  it  at 
above  160  millions  sterling.  Would  you  put  the 
present  circulation  at  about  that,  let  us  say,  250  crores 
of  notes  and  rupees  together  ? — 1  have  not  been 
accustomed  to  mix  the  notes  with  the  mpees. 

5794.  Then  let  us  take  them  separately .'' — Taking 
the  nipee  circulation,  I  should  think  it  might  approxi- 
mate  

5795.  To  200  crores  ? — Yes,  I  should  think  so — 
more  even. 

5796.  Say  130  millions  sterling.  Tou are  supposing 
an  addition  to  the  currency  of  60  millions ;  allowing 
for  the  fact  that  the  currency  has  been  very  greatly 
increased — and  you  rather  criticise  that — ^lately,  how 
long  do  you  thini:  it  would  take  India  to  absorb  another 
50  per  cent  ? — Possibly  seven  years  to  10  years. 

5797.  Tou  think  seven  to  10  yeai-s  i* — Tes. 

5798.  There  has  been  a  very  exceptional  increase  of 
currency  since  1900,  has  there  not  ? — Tes. 

5799.  It  has  not  amounted  to  such  a  high  propor- 
tion as  that  ? — India  is  advancing  very  rapidly  indeed, 
and  the  extension  of  in-igation  and  the  spread  of 
railways  is  leading  to  trade  developments,  so  I  think 
she  will  require  a  great  deal  more  currency  in  the  near 
fiittu-e  than  has  been  used  in  the  past. 

5800.  Tour  policy  is  based  on  these  two  assump- 
tions— first,  that  approximately  the  existing  number  of 
mpees  will  remain  in  circulation,  and  next  that,  in 
addition  to  those  India  will  in  seven  to  10  years  absorb 
60  millions  more  of  currency .'' — Not  that  the  present 
amount  of  rupees  will  remain  in  circulation,  because 
there  is  a  constant  disappearance. 

5801.  Apart  from  natural  wastage  ? — The  natural 
wastage  and  disappearance  are  continually  going  on. 
I  anticipate  that  these  60  millions  will  be  added  to  the 
cui-rency  in  gold. 

5802.  I  come  now  to  the  question  of  the  reserve. 
Do  you  think  that,  even  although  the  present  circula- 
tion of  rupees  remains — ^when  I  say  the  present  circula- 
tion, I  mean  reduced  by  natural  wastage  in  the  course 
of  many  years — the  Grovemment  would  not  still  be 
wanting  resei-ves  P — What  kind  of  reserves — ^the  reserves 
in  the  Paper  CuiTency  Department  or  the  reserves 
in  the  Gold  Standard  Reserve  ? 

5803.  I  am  thinking  of  the  Gold  Standard  Reserve  ? 
— I  think  when  this  amount  of  gold  has  entered  the 
countiy  the  Gold  Standard  Reserve  will  be  altogether 
unnecessary. 

5804.  India  would  still  be  in  a  different  position  to 
other  countries  if  she  had  100  millions  to  150  millions 
worth  of  tokens  in  circulation,  would  she  not  ? — I  do  not 
know.  She  woidd  not  be  veiy  different  from  Prance 
and  the  United  States,  who  have  a  very  large  silver 
token  cTUTency  in  circulation. 

5805.  But  nothing  like  that? — I  forget  exactly 
what  the  amount  is,  but  they  have  a  large  silver  token 
cun-ency. 

5806.  In  the  case  of,  the  United  States  the  amount 
of  gold  that  they  have  is,  as  you  know,  enonnous  ? — 
It  is. 

5807.  And  quite  out  of  proportion  to  the  sort  of 
figure  you  are  suggesting  here  ? — Quite  out  of  pro- 
portion. 

5808.  In  the  case  of  France  it  is  also  very  much 
bigger  than  you  are  suggesting  P — Tes. 

5809.  So  there  would  not  be  a  parallel  ? — The  two 
cases  would  not  be  identically  similar  ;  they  would  only 
be  roughly  similar,  in  the  sense  that  there  would  be 
a  large  token  currency  floating  about. 

5810.  I  think  I  have  got  the  premisses  of  your 
proposals  rather  clearer  now.  I  should  like  to  pass 
on  to  your  contention  that  if  such  a  system  is  to  be 
established,  as  I  now  understand  you  to  wish,  the 
system  will  be  more  stable  than  it  is  at  present.  Tou 
are  supposing  that  out  of  a  total  crurency  of  perhaps 
250  nuUions  100  millions  would  be  of  gold,  is  that 
correct  ? — Tes,  approximately. 

5811.  There  was  a  further  point  put  that  I  should 
like  to  refer  to.  I  suppose  that  the  sovereign  in  India 
is  in  respect  of  the  pui-chasing  power  of  the  people  equal 
to  about  a  SI.  note  in  England — I  do  not  mean  it  is 


that  exactly,  but  a  sovereign  in  India  is  a  large  amount." 
—I  do  not  quite  follow  the  drift  of  that  question. 

5812.  The  drift  of  the  question  is  this  :  Do  you 
think  that  out  of  250  millions,  part  of  which  will  be  in 
notes  of  high  denominations,  so  much  as  100  millions 
would  circulate  in  coins  of  so  high  a  denomination  as 
the  sovereign  ? — Tes,  if  by  the  word  "  circulation  "  you 
remember  that  I  include  hoards. 

5813.  Semi-hoards  we  will  call  them? — Tes,  the 
semi-hoards  of  the  people. 

5814.  We  have  a  circulation  of  which,  including 
hoards,  100  millions  is  gold,  120  millions  we  will  say 
i-upees,  and  perhaps  30  millions  notes.  A  serious  crisis 
arises  in  which  some  part  of  the  circulation  is  returned 
to  the  Government,  you  would  not  maintain  that  only 
gold  would  be  returned  to  them,  would  you.? — It 
depends  on  the  nature  of  the  crisis. 

5815.  Whatever  the  nature  of  the  crisis  it  would 
not  be  all  gold  ? — No,  probably  not. 

5816.  If  it  were  a  crisis  in  which  confidence  were 
shaken  in  any  respect  people  would  rather  keep  the 
gold  instead  of  the  silver,  would  they  not? — There 
might  be  that  tendency  no  doubt. 

5817.  The  Government  could  not  therefore  '  rely 
upon  not  having  at  any  rate  some  important  number 
of  mpees  returned  to  them  ? — Certainly. 

5818.  And  it  would  have  to  maintain  resei-ves  by 
which  they  could  cash  rupees  in  terms  of  the  sovereign  ? 
— If  they  maintain  their  present  legislation. 

5819.  Under  any  system  ? — No.  It  is  quite  con- 
ceivable rupees  might  not  be  legal  tender  over  1,000  or 
500. 

5820.  Would  you  allow  the  mpees  to  sink  to  a 
discount  ? — Such  a  thing  is  conceivable. 

5821.  Toui-  proposal  does  include  that,  does  it? 
Tou  would  not  take  steps  to  prevent  rupees,  which  were 
circulating  in  our  hypothetical  case  to  the  amount  of 
120  millions,  from  falling  to  a  discount  ? — I  cannot  con- 
ceive any  circumstances  when  100  millions  of  gold  is  in 
circulation  in  India  in  which  the  token  coinage  would 
fall  to  a  discount. 

5822.  If  there  were  any  surplus  of  mpees  which 
people  wanted  to  get  rid  of  rather  than  get  rid  of 
sovereigns,  the  mpees  would  be  at  a  discount,  would  they 
not? — I  could  not  imagine  such  circumstances  with 
such  a  large  gold  circulation. 

5823.  Tou  have  admitted  that  the  Government 
would  have  some  rupees  returned  to  them  ? — Possibly 
a  very  large  number. 

5824.  That  is  to  say,  the  people  would,  to  a  certain 
extent,  prefer  to  dispose  of  the  sUver? — Tes,  some 
people  would. 

5825.  If  there  were  no  facilities  for  their  doing 
this,  the  silver  must  fall  to  a  discount  ? — If  the  crisis 
were  of  such  a  natui-e  that  enormous  numbers  of 
people  wanted  to  turn  rupees  into  sovereigns,  such  a 
thing  is  conceivable.  I  do  not  think  it  would  ever 
happen,  and  I  cannot  imagine  it  would  happen,  in 
practice,  but  as  a  theoretical  problem  such  a  thing  is 
certainly  conceivable. 

5826.  Tou  would  not  recommend  the  Govei-nment 
to  take  any  steps  to  guard  against  the  possibility,  then  ? 
— No. 

5827.  With  reference  to  the  Gold  Standai-d  Reserve, 
m  paragraph  8  of  Part  III.  of  Appendix  XXI.  (page  658) 
you  have  described  it  as  wasteful.  Tou  are  aware  that 
the  Gold  Standard  Resei-ve  was  wholly  built  up  out  of 
the  profits  of  the  silver  circulation,  are  you  not  ? — It  was 
originally  built  up  out  of  the  profits  of  coining  silver. 

5828.  So  that  if  the  silver  had  not  been  coined,  you 
can  say  if  you  like  there  would  have  been  no  need  for 
this  reserve,  but  it  would  not  even  have  existed  ?— If 
the  present  legislation  did  not  exist,  the  Gold  Standard 
Reserve  would  not  have  existed. 

6829.  So  the  prepent  system  pays  for  jtseK  ?— I  do 
not  understand  how  a  cuiTency  system  can  pay  for 
itself.     I  do  not  quite  know  what  that  means. 

5830.  I  mean  simply  that  the  expenses  of  main- 
taining the  reserve  are  met  wholly  out  of  the  profits  of 
the  coinage,  and  do  not  form  any  additional  charge  ?— 
''  There  is  no  expense  in  maintaining  the  coinage  "  ? 
I  do  not  imderstand  what  that  means  at  all.  The 
effect  of  coining  a  large  number  of  rupees  and  cir- 
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culating  them  at  «,  value  very  much  above  their  face 
value,  has  left  in  the  hands  of  the  Government  a  large 
accumulation  of  money,  but  I  do  not  know  how  you 
could  describe  that  accumulation  of  money  as  pro- 
viding a  currency  free  of  cost,  or  as  maintaining  the 
cost  of  the  currency. 

5831.  I  was  trying  to  get  at  what  you  meant  by 
calling  _  the  G-old  Standard  Reserve  wasteful  ? — May  I 
ask  which  pai-agraph  you  are  refeii-ing  to  ? 

5832.  Paragraph  8  of  Part  II  [.,  page  558  ?— It  would 
become  wasteful  in  the  sense  that  keeping  any  metallic 
reserve  is  wasteful ;  the  holding  of  any  metallic  reserve 
is  a  waste  of  money. 

5833.  {Sir  Robert  Chalmers.)  Like  the  gold  reserve 
in  the  Bank  of  England  ?—Tes ;  in  a  sense  that  is 
wasteful. 

5834  (Mr.  Keynes.)  If  the  reserve  were  brought 
into  existence  through  the  existing  system  of  currency, 
you  cannot  call  this  system  wasteful  as  compared  with 
a  system  in  which  the  reserve  would  not  even  come 
into  existence  ? — If  it  were  not  wasteful,  it  would  not  be 
wasteful ;  that  is  all  I  can  say. 

5835.  I  do  not  understand  how  that  answers  my 
question  ? — If  a  system  of  currency  had  not  been  intro- 
duced by  which  this  reserve  had  been  created,  I  could 
not  have  said  that  the  reserve  was  wasteful,  because 
the  reserve  would  not  have  existed.  When  gold  is  freely 
in  circulation  there  will  be  no  necessity  to  maintain  a 
gold  reserve  at  all,  that  is  to  say,  these  20  millions  can 
be  turned  to  dfccount  by  being  used  in  reproductive 
works,  and  therefoi-e,  instead  of  having  a  certain  por- 
tion of  it,  whatever  the  metallic  portion  now  is,  lying 
idle,  it  may  then  be  used  profitably. 

5836.  My  point  is  that  these  20  millions  or  so  that 
you  use  in  this  way  have  only  come  into  existence 
because  your  policy  has  not  been  followed  ? — No,  I 
cannot  admit  that  at  all.  I  do  not  know  quite  what 
you  refer  to  as  my  policy. 

5837.  I  refer  to  your  policy  of  pushing  a  gold 
circulation  and  refraining  from  coining  fresh  rupees. 
If  that  policy  had  been  followed  in  the  last  10  years 
this  20  millions  which  you  propose  to  devote  to  repro- 
ductive purposes  would  not  exist  ? — -Some  portion  of  it 
would  not  have  existed,  certainly.  It  would  always 
have  been  necessary  to  manufacture  a  certain  amount 
of  token  coinage,  and  to  the  extent  of  the  manufacture 
of  token  coinage  there  would  be  a  surplus  lying  in  the 
Gold  Standard  Resei've. 

5838.  I  only  wanted  to  be  clear  that  you  wer'e  not 
proposing  to  supplant  rupees  by  gold,  and  at  the  same 
time  to  get  the  advantage  of  being  able  to  use  your 
Gold  Standard  Reserve  ? — There  will  be  no  future 
reserve,  or  at  least,  only  a  very  small  one.  I  would 
only  utilise  what  already  exists.  The  fact  that  it  is 
wasteful,  I  think,  is  generally  recognised  from  the  cir- 
cumstance that  Government  themselves  have  invested 
a  certain  portion  of  this  reserve  in  securities. 

5839.  I  want  to  take  up  now  a  point  that  I  have 
already  touched  on.  In  reply  to  the  Chairman  you  said 
the  main  reason  for  which  you  wanted  a  gold  currency 
was  to  make  exchange  more  stable,  and  in  a  further  reply 
to  him  you  said  that  you  do  not  proposs  that  the 
Government  should  take  any  steps  to  prevent  rupees 
falling  to  a  discount,  though  you  think  it  is  improbable 
they  would  so  fall.  In  those  circumstances  do  you  think 
it  is  true  that  exchange  would  be  more  stable  ? — 
Certainly ;  I  think  greater  confidence  would  be  felt  in 
the  currency  if  a  larger  proportion  consisted  of  gold. 

5840.  If  it  were  known  that  there  was  this  enor- 
mous quantity  of  rupees,  and  the  Government  had 
taken  no  precautions  to  prevent  their  falling  to  a  dis- 
count ? — I  do  not  think  that  would  have  any  effect  on 
the  public  at  all,  so  long  as  there  was  a  very  large  gold 
circulation. 

5841.  Now  let  me  compare  this  as  regards  stability 
with  the  alternative  that  might  exist  seven  or  10  years 
hence,  if  the  present  policy  is  followed.  I  am  taking 
your  hypothesis  that  there  is  a  greatly  increased 
demand  for  currency — I  do  not  myself  think  it  could 
possibly  grow  on  the  scale  you  suggest,  but  assuming 
there  is  a  considerably  increased  demand  for  cuiTency 
—under  the  existing  state  of  affairs  a  certain  number 
of  additional  rupees   would  be   coined,  which  would 


strengthen  the  Gold  Standard  Reserve  ;  and  a  certain 
number  of  notes  would  get  into  circulation  for 
the  larger  payments,  and  that  would  strengthen  the 
Paper  Currency  Reserve.  Suppose  the  circulation  is 
increased  by  60  millions,  then  it  would  not  be  extrava- 
gant to  suggest  that  the  existing  resei-ves  would  be 
doubled,  because  they  have  actually  been  built  up  to 
their  present  figure  with  a  less  expansion  of  currency 
than  what  you  are  contemplating.  So  that  as  regards 
stability  you  have  got  to  compare  your  propossd  state 
of  affairs,  with  100  millions  of  sovereigns  in  circulation 
or  in  hoards  and  a  great  number  of  rupees  against 
■which  the  Government  takes  no  precautions,  with  a 
state  of  affairs  in  which  they  have  reserves  double  what 
they  have  now  ? — Tes. 

5842.  Do  you  maintain  that  yours  is  a  more  stable 
state  of  affairs  ?-. — I  think  it  is  much  more  satisfactory. 

5843.  More  stable  ?  —  Yes,  more  stable  because 
inspiring  greater  confidence. 

5844.  Tou  do  actually  maintain  that  at  a  crisis  it 
would  be  less  likely  that  exchange  would  fall  under 
your  system  than  under  this  one.' — Infinitely  less 
likely.  If  there  was  a  crisis  to-morrow,  I  do  not  think 
this  gold  reserve  could  be  turned  to  account,  or  at  any 
rate  only  a  very  small  portion  of  it.  I  am  perfectly 
certain  that  the  portion  of  the  reserves  which  lies  in 
London  in  the  form  of  secToi-ities  would  not  be  realised. 

5845.  I  think  that  is  getting  on  to  rather  a  different 
point ;  you  are  now  criticising  the  holding  of  securities  ? 
—Tes. 

5846.  Supposing  you  compare  it  with  the  state  of 
affairs  when  the  reserve  is  held  all  in  gold  ? — ^I  find  it 
very  difficult  to  imagine  that,  at  any  rate  with  a 
Government  desiring  to  put  a  large  portion  of  it  in 
securities. 

5847.  That  is  quite  a  different  argument.  As  to 
the  alternative  between  securities  and  gold,  it  would  be 
possible  for  the  Government  to  pursue  the  main  out- 
lines of  their  existing  currency  policy,  and  at  the  same 
time  to  have  it  all  in  gold,  would  it  not  ?^ — If  I  am 
asked  the  question,  supposing  the  present  gold  reserves 
were  doubled,  and  supposing  the  whole  of  that  gold 
reserve  were  held  in  gold 

5848.  {Sir  Robert  Chalmers.)  The  extra  portion? — 
No,  supposing  the  whole  of  the  reserves  were  held  in 
gold,  then,  if  I  understand  Mr.  Keynes'  question  it 
would  be,  do  you  not  think  in  those  circumstances  that 
would  establish  confidence  ?  I  say,  yes,  certainly,  if 
the  whole  of  the  reserves  were  held  in  gold.  But  I  am 
very  doubtful  whether  the  Government  would  hold 
such  a  lai'ge  amount  in  gold. 

5849.  {Mr.  Keynes.)  Would  it  be  more  stable  than 
yoirr  alternative  proposal  ? — ^If  the  gold  were  existing  in 
the  hands  of  the  people  or  in  the  banks,  then  I  think 
my  proposal  is  equally  satisfactory,  in  fact  more  so. 

5850.  Although  you  have  admitted  that  of  the 
amount  returned  some  part  might  be  rupees  ? — Tes, 
that  is  conceivable. 

5851.  Tou  think  that  is  a  consistent  state  of  mind 
in  which  to  remain  ? — I  think  so. 

5852.  I  should  now,  in  conclusion,  like  to  put  the 
position  to  you  in  a  rather  more  general  way.  I  think 
that  aU  thinking  people  would  agree  with  what  appears 
to  be  your  contention,  namely,  that  for  large  payments 
rupees  are  a  very  bad  medium  of  exchange,  and  that  it 
is  not  a  very  good  thing  to  have  such  an  enormous 
currency  of  expensive  tokens  as  India  has  ? — Tes. 

5853.  When  I  look  to  the  future  it  seems  to  me 
that  there  are  two  lines  on  which  she  can  develop — 
that  which  you  suggest,  and  a  state  of  affairs  in  which 
Government,  instead  of  encouraging  gold,  encoxirages 
notes.  I  understand  from  other  parts  of  Appendix 
XXI.  that  you  are  not  opposed  to  the  note  issue,  and 
that  you  do  see  some  advantages  from  using  more 
notes  ? — Tes. 

5854.  Are  you  clear  that,  if  you  compare  a  gold 
future  and  a  note  future  as  alterna,tives,  there  are  not 
advantages  on  the  side  of  the  notes  from  the  point  of 
view  of  economy  and  elasticity,  and  not  least  from  the 
point  of  view  of  stability  ? — -There  are  advantages  on 
the  side  of  the  notes,  certainly. 

5855.  Is  not  your  gold  policy  rather  likely  to  kill  a 
note  policy  ? — ^I  do  not  think  so,  unless  circumstances 
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prove  that  gold  is  more  suitable  to  the  reqtiirements 
of  a  partially  developed  country  like  India,  than  notes. 
If  the  gold  replaces  notes,  I  think  that  is  proof  positive 
that  the  conditions  of  India  are  such  that  gold  is  more 
suitable  as  a  monetary  medium  than  notes. 

5856.  You  are  not  proposing  to  let  things  take  their 
coui'se,  but  you  are  ui'ging  that  the  Government  should 
actively  further  gold  ? — Tes. 

5857.  They  could  if  they  like,  in  the  same  sort  of 
way  that  you  describe,  actively  further  notes  ? — Tes. 

5858.  It  might  make  just  the  difEerence  into  which 
scale  they  put  their  influence  ?—l  think  Government 
influence  shoiild  be  applied  in  both  directions,  both  in 
increasing  the  note  circulation  and  in  increasing  the 
gold  circulation. 

5859.  As  an  alternative  ? — I  dp  not  think  so. 

5860.  There  is  a  great  bulk  of  small  purchases, 
wages  and  so  forth  in  which  only  rupees  can  be  used ; 
there  is  another  set  of  payments  in  large  amounts  in 
which  gold  could  be  used,  as  is  the  case  in  Northern 
India  to-day,  or  in  which  notes  could  be  used  as  is  a 
good  deal  the  case  in  other  parts  of  India.  It  is 
largely  a  matter  of  custom  and  of  habit,  and  of  which 
is  made  most  convenient  by  the  Government,  as  to 
which  of  those  two  things  happens.  Is  not  gold 
rather  a  rival  to  notes  than  to  silver  ? — At  first  it 
is,  but  I  do  not  regard  it  as  a  rival,  looking  at  the 
policy  generally.  Just  at  the  moment  gold  is  likely  to 
compete  with  notes  at  first.  I  regard  the  currency  in 
this  way ;  the  development  should  proceed  step  by  step 
from  silver  to  gold  to  notes ;  that  is  the  natural 
development.  If  I  am  asked  if  a  note  circulation  is  not 
the  most  economical  fonu  of  cuiTency,  I  say  yes,  cer- 
tainly ;  once  we  have  stepped  over  the  gold  step,  we 
will  develop  the  paper  step.  At  present  the  conditions 
of  India  are  such  that  I  think  she  wants  to  be  taught 
how  to  make  the  fullest  use  of  the  gold  currency  before 
we  go  on  to  the  notes ;  but  both  are  desirable  unques- 
tionably. 

5861.  May  I  say  that  that  theory  of  the  evolution 
of  money  is  not  an  historical  one  ?  It  has  not  actually 
been  the  case,  has  it  ? — I  think  so. 

5862.  That  most  of  the  nations  of  the  world  have 
gone  through  those  stages  ? — I  think  most  nations  of 
the  world  have  tried  to  use  both  metals,  and  most 
nations  of  the  world  have  given  it  up  as  a  bad  job  and 
concentrated  their  attention  on  gold  and  made  silver  a 
subsidiaiy  coinage.  I  think  the  most  advanced  nations 
of  thfi  world  have  come  to  the  conclusion  that  paper  fs 
still  more  economical  than  gold,  and  ars  using  as  much 
paper  for  gold  and  as  little  gold  as  possible. 

5863.  Can  you  name  any  country  except  Egypt  in 
which  gold  has  ever  formed  the  principal  means  of 
exchange  ? — If  by  the  principal  means  of  exchange  you 
include  the  whole  of  the  nation's  transactions,  no. 

5864.  Such  a  proportion  as  would  be  represented 
by  gold,  if  your  policy  was  successful  in  India  ? — I 
think  England  is  a  good  example  of  a  considerable  use 
of  gold. 

5865.  But  in  proportion  to  the  whole  transactions  it 
would  be  a  fraction  of  1  per  cent.  ? — If  the  whole  of  the 
wholesale  transactions  of  the  country  are  concerned,  I 
daresay  possibly  so ;  but  in  India  you  have  315  millions 
of  people,  a  veiy  large  proportion  of  whom  must  handle 
a  metaUic  cmrency. 

5866.  Of  course,  we  all  know  the  state  of  affairs  in 
England,  where  the  cheque  system  has  made  the  posi- 
tion of  gold  and  silver  relatively  unimportant ;  but 
apart  from  that,  taking  more  comparable  cases,  can 
you  quote  any  instance  which  even  appears  to  support 
your  viow  F — That  gold  is  used  more  freely  than  silver  ? 

5867.  That  gold  is  used  as  the  principal  medium  of 
exchange .' — No,  I  think  not. 

5868.  Or  any  couiitry  in  which  that  ever  has  been 
the  case  P — No,  I  think  not. 

5869.  So  that  this  process  of  evolution  by  which 
you,  fii-st  of  all,  use  chiefly  silver,  then  chiefly  gold, 

and  then  chiefly  notes,  is  a  theoretical  description  ? I 

do  not  think  I  said  use  chiefly  silver  and  then  chiefly 
gold  and  then  chiefly  notes ;  I  meant  that  the  experience 
of  modem  nations  was  such  that  attention  was  con- 
centrated gradually  on  silver,  and  then  on  gold,  and 


then  on  paper.     I  do  not  think  any  country  has  used 
gold  more  than  silver  or  more  than  paper. 

5870.  By  "  attention  being  concentrated,"  do  you 
mean  in  controversial  writings  or  in  the  currency  ?— I 
mean  as  a  mainstay  of  the  currency. 

5871.  Where  has  gold  been  the  mainstay  of  the 
currency? — Gold  is  the  mainstay  of  the  currency 
everywhere  in  the  world,  as  far  as  I  am  aware. 

5872.  Could  you  mention  some  particular  country  ? 
— 1  cannot  mention  any  country  where  it  is  not ;  for 
example,  gold  is  the  mainstay  of  the  currency  in 
England. 

5873.  There  is  an  ambiguity  in  the  term;  "the 
mainstay  "  may  mean  that  the  country's  reserves  are 
held  in  gold  ? — That  is  what  I  call  the  mainstay. 

5874.  What  you  are  proposing  in  India  is  that 
there  should  be  no  reserves  in  gold  ? — That  no  Gold 
Standard  Reserve  should  be  held.  I  am  merely  sug- 
gesting that  this  particular  amount  that  now  exists, 
the  gold  in  the  Gold  Standard  Reserve,  should  not  be 
continued  in  that  form.  Of  course,  there  will  be  gold 
reserves  in  the  banks  and  against  the  paper  currency. 

5875.  I  was  not  speaking  of  some  country  in  which 
the  reserves  were  held  in  gold,  but  of  some  country  in 
which  the  main  currency,  from  the  point  of  view,  of 
the  actual  media  of  exchange,  was  gold  ? — I  cannot 
certainly  name  a  country  where,  taking  the  counti'y  as 
a  whole  and  the  transactions  as  a  whole,  gold  money  is 
used  more  than  any  other  cinrency. 

5876.  You  are  proposing,  therefqjre,  a  state  of 
affairs  in  India  to  which  we  have  no  parallel  anywhere,' 
else  ? — No,  certainly  not.  I  do  not  suppose  gold  would 
be  used  more  as  currency  in  India  than  any  other 
media  of  exchange.  All  over  the  world  the  great  bulk 
of  the  population  are  poor,  and  the  great  bulk  of  the 
population  use  silver  coins  for  currency  purposes  in 
all  the  countries. 

5877.  I  was  trying  to  get  at  the  basis  of  your 
theory  that  there  is  a  sort  of  natural  progression  from 
silver  through  gold  to  paper,  and  I  say  there  is  no 
historical  foundation  for  that  view  whatever  ? — History 
appears  to  me  to  support  an  exactly  opposite  con- 
clusion ;  that  is  all  I  can  say. 

5878.  As  long  as  Governments  were  thoroughly 
untrustworthy  nobody  liked  paper  currency,  but  since 
Governments  have  become  more  trustworthy  in  these 
matters,  all  countries  have  got  as  quickly  to  that 
as  they  could,  leaving  out  the  gold  step.  Is  that  not, 
true  ? — ^I  think  the  force  of  circumstances  has  com- 
pelled countries  to  use  paper,  not  that  they  particularly 
prefer  it,  but  I  think  they  have  been  so  compelled 
undoubtedly. 

6879.  For  whatever  reasons,  would  you  say  that  is 
a  correct  account  of  what  has  happened  ? — Yes. 

5880.  The  point  of  my  last  few  questions  has  really 
been  simply  this — that  there  is  a  great  deal  to  support 
the  view  that  the  alternative  is  not  so  much,  gold  or 
silver  as  gold  or  notes,  and,  historically,  recent  experi- 
ence on  the  part  of  nearly  all  coimtries  is  in  favour  of 
notes  rather  than  gold.  If  you  are  to  put  it  on  the 
historical  basis,  or  on  the  experience  of  other  countries, 
then  the  answer  would  be  in  favour  of  notes  rather  than 
gold.  I  think  you  have  conceded  as  much  to  me  as  this, 
that  if  it  were  true  that  it  was  between  notes  and  gold, 
you  would  prefer  notes  ? — Not  for  India  in  its  present 
state  of  development.  If  I  had  to  select  between ' 
notes  and  gold  for  a  currency  medium  for  India  in  its 
present  state  of  development,  I  should  certainly  advise 
every  Indian  to  have  a  gold  coin  in  his  pocket  and  to 
pay  gold  and  not  notes. 

5881.  What  would  be  your  reason  for  that  ? — 
Because  I  think  a  country  using  a  gold  currency 
would  command  very  much  greater  respect  in  the 
world  than  a  country  which  did  not  use  a  gold  cur- 
rency, and  only  had  paper  and  nothing  behind  it. 

5882.  There  is  only  one  country  that  has  actual 
gold  as  the  principal  medium  of  exchange;  do  you 
think  the  prestige  of  Egypt  stands  higher  than  that 
of  most  nations  and  countries  ? — I  cannot  say.  that. 
I  am  sure  the  prestige  of  India  would  stand  very  much 
higher  if  she  had  a  gold  currency  in  free  oii'culation 
all  over  the  country. 
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5883.  (Sir  8hap$rji  Broaeha.)  I  asked  you  a  ques- 
tion about  40  millions  of  silver  coin,  and  you  said 
you  meant  40  millions  in  rupees  and  not  in  gold.  I 
then  reminded  you  that  there  were  only  18  millions  of 
silver  taken  to  India  ? — I  remember ;  that  was  in  the 
years  1906-7. 

5884.  Tou  say  in  one  of  your  letters  that  "  40  mil- 
"  lions  left  with  the  world  at  large  for  the  price  of  the 
"  silver  created  a  plethora  of  gold  in  the  world  and 
"  created  a  boom  in  the  world  " ;  so  you  meant  40 
millions  of  gold.' — I'do  not  know  from  which  exactly 
of  my  many  productions  on  the  subject  of  the  cuiTency 
Sir  Shapurji  is  quoting.  The  amount  of  rupees  that 
were  coined  from  1905  to  1908  I  have  described  as  the 
heaviest  coinage  on  record  in  the  history  of  the  world. 
It  was  over  62  crores  of  mpees.  That  figure  is  drawn, 
from  the  official  records  and  can  be  verified. 

5885.  I  am  quoting  from  a  letter  you  wrote  in 
November  1912  to  which  I  replied,  and  in  which  I 
wrote  about  this  40  millions  of  gold ;  but  I  could  not 
challenge  your  correction  at  the  time,  and  so  I  took 
your  explanation  as  correct;  but  now  I  find  that  it 
was  not  so.  Ton  actually  said  ■'  40  millions  left 
with  the  world,"  by  which  you  meant  "  40  millions 
"  of  gold  left  with  the  world  at  large  for  the  price 
"  of  the  silver  created  a  plethora  of  gold  in  the 
"  world  and  created  a  boom  in  the  world  ?  " — I  am 
not  quite  sure  what  point  Sir  Shapurji  is  making.  I 
understand  him  to  mean  that  in  a  letter  of  mine 
written  in  1912  1  asserted  that  40  millions  sterling 
worth  of  new  silver  rupees  were  brought  into  existence, 
and  he  does  not  think  that  40  millions  sterling  worth 
of  rupees  were  brought  into  existence.  I  thought  it 
was.  I  have  nothing  further  to  say.  I  think  that  if 
the  total  currency  is  increased  to  the  extent  of  40 
millions,  and  circulates  at  that  face  value,  it  is  equiva- 
lent to  40  millions. 

5886.  (Chairman.)  According  to  Mr.  Abrahams' 
figure,  between  1905  and  1908  there  were  64  crores 
added,  which  is  42  millions  sterling  ? — I  wrote  "  over 
62  crores,"  and  probably  at  the  time  I  wrote  I  had  not 
got  the  exact  figures.  Sir  Shapurji  is  evidently  arguing 
that  42  millions  worth  of  token  money  is  really  not 
worth  42  millions,  but  is  only  worth  20  millions,  which 
is  perfectly  true  of  its  metalfic  value. 

5887.  (Sir  Shapwrji  Broaeha.)  What  you  have  said 
is  that  40  millions  of  gold  was  left  with  the  world  at 
large  and  that  made  a  boom  in  the  world ;  and  now  you 
say  that  18  millions  created  a  boom  in  the  world,  and 
American  securities  and  everything  else  in  the  world 
rose  ? — ^I  think  my  figures  are  all  right  as  far  as  1  am 
able  to  make  out  at  present. 

5888.  (Lord  Fdber.)  I  think  the  difference  between 
you  is  that  one  is  talking  of  the  face  value  of  the  coin 
in  circulation  and  the  other  is  talking  of  the  bullion  P 
—Yes. 

5889.  (Sir  Shapurji  Broaeha.)  It  did  not  create  a 
boom  in  the  world,  did  it  ?  —  That  is  a  matter  of 
opinion.  I  think  it  contributed  to  the  rise  in  prices 
which  has  been  in  progress  ever  since. 

5890.  Has  everything  gone  up  in  the  last  six  years  P 
Not  cotton,  which  was  7d.  in  1904,  and  came  down  to 
3fd.  in  1905-6.  It  was  a  matter  of  production  and 
demand? — Individual  commodities  may  have  sunk  in 
price,  and  yet  the  general  price  level  may  have  risen. 

5891.  Tou  said  in  reply  to  Mr.  Keynes  that  the 
exchange  bank  managers'  opinion  is  not  to  be  tf.ken 
into  consideration,  because  they  are  interested  and  look 
at  exchange  simply  from  the  point  of  view  of  profit  P — 
I  did  not  make  exactly  that  statement. 

5892.  Is  that  not  your  opinion  ? — No,  certainly  not. 
My  opinion  is  that  the  exchange  bank  manager  to 
whom  you  sell  Council  drafts  finds  them  a  very  great 
convenience  in  the  conduct  of  his  business,  so  it  is 
hardly  to  be  expected  that  he  would  criticise  that 
arrangement. 

5893.  I  may  tell  you  that  they  make  the  same  profit 
in  their  business  on  the  Secretai-y  of  State's  Council 
bills  when  he  sells  bills  at  -^  as  when  he  sells  at  |f  ?— 
I  do  not  know  about  that.  Tou  may  have  an  inside 
knowledge  of  the  workings  of  these  exchange  banks 
which  I  do  not  possess. 


5894.  Their  opinion  is  not  to  be  impugned,  and  it 
is  an  honest  opinion,  because  it  makes  no  difference  to 
their  profit  whether  the  sales  are  at  -^f  or  -fg  ? — I  think 
from  practical  experience  that  it  makes  a  very  great 
difference.  Any  bank  manager,  if  he  knows  that  he 
can  at  any  day  of  the  week  put  himself  in  funds  by  the 
simple  pirocess  of  buying  rupees  from  the  Secretary  of 
State,  knows  that  is  a  great  convenience  to  him. 

5895.  (Sir  Robert  Chalmers.)  But  the  price  does  not 
make  his  profit  P — No,  it  is  not  the  price,  but  the  con- 
venience of  being  able  to  get  money  at  a  moment's 
notice. 

5896.  (Sir  Shapwrji  Broaeha.)  What  they  generally 
get  is  the  difference  between  the  price  at  which  they 
buy  from  the  Secretaiy  of  State  and  the  price  they 
buy  bills  at  for  export,  and  the  London  discount  i-ate 
so  it  does  not  matter  whether  the  exchange  is  ^  or 
\^  P — In  that  case,  not  a  bit. 

5897.  Their  profit  being  only  the  difference  between 
the  buying  and  selling  rates  ? — Exactly. 

6898.  So  it  would  be  no  advantage  to  them,  in 
giving  their  evidence,  to  mislead  the  Commission  P — 
Not  a  bit. 

5899.  I  thought  you  were  rather,  ma^  I  say,  unjust 
in  impugning  their  creditableness  in  what  they  said  to 
the  Commission  ? — I  have  no  knowledge  of  what  the 
banks  have  said  to  the  Commission. 

5900.  Tou  are  a  merchant,  and  you  know  the 
position  of  these  things  yourself? — ^I  know  that  a 
convenience  of  this  kind  is  a  convenience,  and  I  should 
hardly  expect  those  who  benefit  from  the  convenience 
to  criticise  it  very  severely. 

5901.  It  is  the  same  with  exporters  and  importers. 
Tou  do  not  mind,  when  you  buy  wheat,  what  the  ex- 
change is,  so  long  as  you  can  make  your  1  per  cent, 
or  2  per  cent,  profit  ? — Not  a  bit. 

5902.  It  may  move  alternately  one  way  and  the 
other,  but  to  the  man  who  does  a  commission  business 
like  yourself,  or  to  a  bank,  it  makes  no  difference  what 
the  exchange  rate  is  ? — Not  from  day  to  day. 

5903.  Tou  say  you  have  to  make  your  calculations 
for  a  month  or  for  a  week  ahead  as  to  the  rate  you  do 
your  business  at,  but  in  which  country  have  they  not 
to  make  that  calculation  ?  Do  you  not  see  in  the  papers 
one  day  that  the  Paris  exchange  is  one  point  against 
us,  and  the  next  day  it  is  two  points  in  our  favour  ? 
Tha,t  is  a  thing  which  a  prudent  merchant  will  take 
into  account,  and  the  Secretary  of  State's  differences 
are  not  more.  I  think  you  said  that  Government  were 
not  able  to  sell  their  bills  between  1893  and  1898  at 
Is.  4(i.  P — I  do  not  think  I  made  any  assertion  of  that 
kind,  but  I  think  it  is  approximately  correct. 

5904.  Tou  gave  as  one  of  the  i-easons  that  the 
market  was  flooded  with  rupees  ? — Tes,  at  the  beginning 
of  the  period. 

5905.  Supposing  you  had  in  the  currency  50  crores 
of  rupees,  and  the  mai-ket  was  flooded  at  the  time,  yet 
if  your  export  was  50  crores  and  your  import  20  crores, 
how  would  it  affect  the  rupee,  at  all — the  balance  of 
tiude  must  be  paid  ? — ^I  do  not  know  exactly  what  the 
question  is. 

5906.  Tou  thought  that  the  rate  of  exchange  did 
not  lift  itself  up  because  Government  flooded  the  market 
with  rupees  ? — That  is  my  .opinion. 

5907.  But  I  say  that  if  the  export  was  60  crores 
and  the  import,  say,  10  crores,  or  if  the  export  is 
60  crores  and  the  import  30  crores,  how  would  the 
rupee  interfere  with  the  exchange  coming  up  ?  Foreign 
nations  must  pay,  must  they  not  ? — Tes. 

5908.  Tet  with  all  that.  Government  were  not  able 
to  lift  the  exchange  to  Is.  4c?.  ? — Because  the  cn-cum- 
stances  could  not  be  as  your  hypothesis  suggests. 

5909.  There  may  occui-  a  year  when  the  Secretary 
of  State  is  not  able  to  maintain  the  exchange  at  Is.  4-d. ; 
on  your  policy  what  would  you  do  ? — Ship  sovereigns 
from  India. 

5910.  On  which  account  ? — Sovereigns  wuold  be 
shipped  from  the  Treasury  balances  in  India  to  the 
Secretary  of  State  in  London  on  his  account  for  the 
payment  of  home  charges. 

5911.  From  the  Government  of  India? — From  the 
Government  Ti-easury  balances. 
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5912 .  Do  youremember  the  last  crisis  ? — I  remember 
the  crisis  of  1907-8. 

5913.  There  were  about  4J  miUions  of  sovereigns 
issued  then,  and  only  a  quarter  of  a  million  came  to  the 
help  of  exchange,  so  that  instead  of  the  people  giving 
out  sovereigns,  they  took  them  away  ? — Tes,  owing  to 
the  scare  created  by  the  Government's  mismanage- 
ment. 

59U.  Do  you  know  that  the  Government,  as  a 
matter  of  policy,  pushed  the  sovereign  between  1900 
and  1907  until  sovereigns  went  to  a  discount  ? — The 
sovereigns  did  not  come  out  between  1900  and  1907. 

5915.  At  the  time  of  the  crisis,  notwithstanding  all 
the  accumulation  of  sovereigns  in  the  hands  of  the 
people,  not  a  single  sovereign  came  out,  but,  on 
the  contrary  they  applied  Gresham's  law,  and  the 
cheaper  metal  was  driven  out  for  the  dearer? — The 
Government  themselves  depressed  exchange  to  below 
Is.  3^d.,  and  thereby  made  the  sovereign  so  valuable 
that  the  people  commenced  to  hoard  it.  But  that  was 
entirely  owing  to  the  Government's  own  action  in 
failing  to  release  the  gold  when  it  was  required. 

6916.  It  did  not  help  exchange  then? — On  the 
contrary,  Government  very  nearly  broke  the  exchange 
down  altogether, 

5917.  Do  you  think  when  exchange  is  falling,  or 
when  exchange  is  wanting  in  confidence,  any  gold  will 
come  out  for  rupees  ? — Certainly. 

5918.  Do  you  know  the  law  that  the  depreciated 
metal  will  be  thrown  against  the  appreciated  metal  ? — ■ 
I  am  very  familiar  with  it. 

5919.  You  say  that  there  is  a  redundancy  of  token 
coins  ? — To  which  year  do  you  refer  ? 

5920.  Take  any  year  you  like  ? — I  do  not  think 
there  is  a  redundancy  of  the  rupee  currency  at  this 
moment. 

5921.  Then  why  do  you  prevent  Government  from 
buying  silver  ? — I  am  not  preventing  Government  from 
buying  silver. 

5922.  Do  you  know  what  is  the  amount  per  head 
of  population  in  the  Currency  Department  now  in 
rupees  ? — I  should  think  it  would  be  very  small. 

5923.  Do  you  think  it  is  as  small  as  in  the  Bank  of 
France  ?  What  is  the  number  of  6-franc  pieces  per 
head  of  population  there  ? — I  have  not  the  remotest 
idea. 

5924.  Do  you  know  what  is  in  circulation  in  Prance 
per  head — it  is  25  rupees.  Taking  Mr.  Keynes's  calcu- 
lation of  164  or  165  crores  in  circulation,  that  would 
come  to  something  like  5J  rupees  per  head  in  India. 
Tou  know,  of  course,  that  business  in  India  is  a  cash 
business  ? — Tes,  very  often. 

5925.  They  have  not  the  instruments  they  have  in 
Europe,  such  as  bills,  to  take  the  place  of  cash  ? — Not 
so  many  of  them,  but  there  are  some. 

5926.  Therefore  they  require  more  money  for  ex- 
change ? — They  do  require  more  coins. 

5927.  They  should  have  more  coins  per  head  than 
any  civilized  countiy,  because  civilized  countries  have 
other  instmments  ?  —  That  does  not  in  the  least 
follow. 

5928.  It  must  follow  ?— Not  in  the  least.  I  think 
that  depends  on  the  amount  of  trade  that  they  do. 

5929.  It  does  not  matter  at  all  what  trade  they  do. 
India  has  a  very  large  trade,  more  than  any  other  part  of 
the  British  Empire,  and  I  say  there  is  no  large  rupee 
circulation  at  all  ? — I  have  no  complaint  to  make  of  the 
rupee  circulation  at  the  moment. 

5930.  Do  you  not  think  that  if  France  has  25  rupees 
in  circulation  India  should  have  10  ? — I  do  not  think 
any  comparison  can  be  made  between  the  economic  con- 
dition of  France  and  the  economic  condition  of  India. 

5931.  Do  you  know  that  any  other  gold  is  dearer 
than  sovereigns  to  bring  out  to  India  ? — I  think  it  all 
depends  on  circumstances. 

5932.  Give  me  the  circumstances  under  which  it 
can  be  cheaper  ? — Ordinarily,  it  is  cheaper  to  import 
sovereigns  than  gold  in  any  other  form,  but  it  depends 
on  the  bettemess  of  the  gold. 

6933.  I  say  to  bring  in  gold  in  any  other  form,  no 
matter  what  the  bettemess  may  be,  is  dearer  than  to 
bring  in  sovereigns  ?— I  can  hardly  agree  with  that 
conclusion. 


6934.  {Sir  Robert  Chalmers.)  Would  it  be  cheaper 
to  take  10-ouncti  bars  from  Australia  ? 

5935.  {Sir  Shapurji  Broacha.)  Show  me  how  you 
can  bring  gold  cheaper  than  in  the  form  of  sovereigns  ? 
—If  depends  on  the  bettemess  of  the  gold.  Ordinarily 
it  is  not  cheaper  to  bring  uncoined  gold ;  it  is  ordinarily 
cheaper  to  bring  sovereigns. 

5936.  {Lord  Fdber.)  Do  not  forget  that  the  price  of 
gold  in  the  London  market  is  never  below  77s.  9<x.  That 
is  the  standard  at  which  the  Bank  of  England  has  got 
to  take  it.  Therefore,  Sir  Shapurji  is  right  there, 
because  you  cannot  get  less  than  a  certain  price  for 
sovereigns  ?— I  understood  Sir  Shapurji's  question  to 
be  whether  it  was  possible  to  import  gold  into  India  in 
any  cheaper  form  than  in  the  form  of  sovereigns,  and 
I  say  that  it  depends  upon  the  quality  of  the  gold  bar 
that  is  imported.  It  would  not,  of  course,  pay  to 
import  pohshed  gold  bars.  If  the  rough  gold  bar  con- 
tains a  larger  percentage  of  alloy  than  a  sovereign, 
then  it  might  be  cheaper  to  import  such  gold  bars, 
but  if  the  gold  bars  contain  metal  of  the  same  fineness 
as  the  sovereign,  then  it  is  usually  cheaper  to  import 
sovereigns  than  to  import  the  gold  in  any  other  form. 

5937.  {Sir  Shapurji  Broacha.)  Let  me  say  that  you 
are  absolutely  wrong,  commercially  ? — I  do  not  think 
so. 

6938.  {Lord  Faber.)  The  price  of  bar  gold  varies  in 
the  London  market,  but  the  price  of  sovereigns  never 
varies  ? — I  take  that  from  you. 

5939.  {Sir  Shapurji  Broacha.)  You  say  in  para- 
graph 6  (a)  of  Part  II.  of  Appendix  XXI.  (.page  556)  that 
no  Council  drafts  should  be  sold  under  Is.  ii-d.,  but  now 
you  have  modified  that  and  you  are  ready  to  give  a 
grace  to  the  Secretary  of  State  to  sell  iip  to  about 
Is.  4!jad-  ? — That  passage  means  that  he  ought  not  to 
have  sold  at  less  than  Is.  4^£Z.  in  1898-9.  That  is 
what  that  paragraph  refers  to.  Tou  will  see  it  has 
reference  to  the  previous  paragraph  stating  the  policy 
which  was  followed  in  1898. 

6940.  It  does  not  refer  to  subsequent  times,   you 


say! 


-No. 


5941.  Can  he  sell  now,  then,  at  any  rate  he  likes  ? 
— Tes,  but  1  think  Is.  4y\(i.  is  a  suitable  rate.  , 

5942.  Is  he  to  be  bound  to  your  dictum  of  three 
years  ago  when  you  said  it  should  be  Is.  4c?.  ? — The 
Is.  4-id.  referred  to  the  circumstances  in  those  days. 

5943.  Tou  know  you  wrote  letters  to  the  papers, 
including  the  "  Economist,"  stating  that  the  Secretary 
of  State  should  not  sell  over  Is.  4d.  and  must  sell  to 
all  comers  ?  That  is  what  you  advised  the  Secretary 
of  State  to  do  ?  Supposing  he  had  done  that  then, 
would  he  be  pilloried  for  not  doing  so  now  ? — My 
present  recommendation  is  that  the  rate  should  be 
Is.  4<^\d. 

5944.  Tou  have  changed  your  opinion,  then,  in  the 
last  three  years  ? — Tes ;  that  is  different  to  what  I 
suggested  five  or  six  years  ago. 

5945.  No,  three  years  ago  ? — I  am  not  quite  sui-e 
about  that. 

5946.  In  July  1910,  you  sent  a  letter  to  the 
"  Economist,"  when  the  Indian  papers  and  the  Indian 
chambers  would  pay  no  heed  to  your  suggestion  ?— It 
is  quite  possible. 

5947.  So  you  have  changed  your  opinion  now  ? — 
The  rate  that  I  now  recommend  is  Is.  4  Jyd. 

5948.  We  cannot  both  do  what  you  recommend  at 
one  time,  and  what  you  recommend  at  another  time  ?— 
Circumstances  change. 

5949.  So  I  say;  and  yet  you  ask  us  to  follow  the 
report  of  the  Fowler  Committee  in  its    entirety?— 

5960.  Suppose  they  are  able  to  bring  gold  from 
Australia  or  from.  Egypt  where  they  can  get  it  to-day 
at  Is^  4Jjd  I  suppose  you  have  read  in  the  papers 
that  the  Government  has  been  receiving  gold  from 
Egypt  ? — Sometimes. 

5951.  Is  now  ? — I  do  not  know  what  is  happening 
at  this  moment.  Do  you  say  that  gold  is  coming  from 
Egypt  to  London  ? 

5952.  Tes,  that  is  the  principal  country  where  gold 
is  coming  from.  It  means  that  gold  could  be  sent 
to  India  at  Is.  4  j^d.  ?— Quite  possibly. 
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5953.  Suppose  mid  is  coming  from  Australia, 
Egypt,  and  other  places,  on  the  basis  of  Is.  4Jyd.,  and 
rupees  are  wanted,  what  should  the  Secretai-y  of  State 
do  ? — If  the  Secretary  of  State  in  those  circumstances 
is  short  of  funds,  it  would  be  necessary  for  him  to 
reduce  the  rate,  or  to  ship  sovereigns  home  from 
India. 

5954.  And  lose  ^th  ? — He  would  have  to  adjust 
matters. 

5955.  He  would  have  to  do  that  in  order  to  follow 
out  your  policy  of  making  a  profit  ? — In  order  to  follow 
out  my  policy  of  getting  the  best  possible  terms  for 
India. 

5956.  Tou  have  laid  down  the  dictum  that  the 
Secretary  of  State  should  not  have  more  money  than 
three  millions,  and  .that  he  should  not  sell  under 
Is.  4<-^sd. ;  the  Secretary  of  State  would  require  about 
eight  millions  between  April  and  November,  would  he 
not  ? — Quite  possibly. 

5957.  What  is  he  to  do  for  that  extra  five  millions — 
he  will  not  have  any  more  money  left  to  disburse  ? — I 
think  I  have  already  suggested  that  where  the  Secretary 
of  State  is  unable  to  sell  his  drafts  it  may  conceivably 
be  necessary  to  ship  home  gold  from  India ;  or  if  his 
exchange  be  fixed  at  a  rate  which  precludes  him  from 
selling  di'afts,  it  might  be  necessary  to  re-consider  the 
rate. 

5958.  The  Secretary  of  State  is  not  able  to  sell  in 
the  meantime  between  April  and  October  at  the  price 
you  fix  for  him  ? — Then  let  him  ship  home  sovereigns 
from  India. 

5959.  If  there  are  any  ? — Certainly. 

5960.  But  if  there  are  not  any  ? — If  there  are  not 
any  sovereigns  in  India,  exchange  will  collapse. 

5961.  Then  your  remedy  is  that  the  stability  of 
exchange  will  collapse  in  circumstances  Kke  that  ? — No, 
I  have  not  suggested  any  collapse. 

5962.  Do  you  know  that  for  such  times  Russia 
leaves  60  millions  in  Europe  in  charge  practically  of 
France  and  England  ? — You  gave  me  that  information 
this  morning. 

5968.  Having  regard  to  possible  contingencies 
should  not  the  Secretaiy  of  State  have  a  year's  draw- 
ings in  advance  ? — I  do  not  think  it  is  in  the  least 
necessary, 

5964.  Tours  is  a  hand-to-mouth  policy.  Where  has 
the  Fowler  Committee  fixed  the  exchange  at  Is.  Hd. ; 
is  there  any  paragraph  in  which  it  has  fixed  it  ? — I  do 
not  think  so. 

5965.  Have  you  any  support  for  these  opinions  of 
yours  in  India? — Tes. 

5966.  Where  ? — In  the  Bombay  Chamber  of  Com- 
merce. 

5967.  The  Bombay  Chamber  of  Commerce  are  not 
supporting  you,  are  they  ? — In  several  respects. 

5968.  Not  in  any  one  of  these  respects  that  1  have 
been  asking  you  about ;  nor  the  Calcutta  Chamber  of 
Commerce  ? — I  do  not  know  exactly  to  what  particular 
point  you  are  referring,  but  in  several  respects  the 
Bombay  Chamber  of  Commerce  take  the  same  view  as 
the  Karachi  Chamber  of  Commerce  and  the  Upper 
India  Chambej?  of  Commerce ;  in  fact,  all  the  Indian 
Chambers  of  Commerce,  except  Bengal  and  Madi-as, 
take  the  same  view  as  the  Karachi  Chamber  of  Com- 
merce on  several  of  the  questions  which  this  Commis- 
sion is  enquiring  into. 

5969.  {Sir  Robert  Chalmers.)  Have  you  got  any 
support   outside  Karachi  for   your  fixed  rate  ."—I  do 

^not  think  that  question  has  been  widely  mvestigated, 
but  some  years  ago  when  I  personally  suggested  a 
fixed  rate  it  met  with  no  support  generally. 

5970.  (Sir  Shapurji  Broacha.)  Tou  say  m  para- 
graph 4  of  Part  II.  of  Appendix  XXI.  (page  555)  that 
according  to  Professor  Dunning  MacLeod,  a  gold 
standai-d  without  a  gold  currency  is  unthmkable  ?— That 
was  Professor  Dunning  MacLeod's  opinion. 

5971.  That  has  not  been  supported  bytheiowler 
Committee  ?— The  Fowler  Committee,  that  is,  the 
Indian  Currency  Committee,  looked  forward  to  a  gold 
cun-ency  as  an  essential  part  of  the  scheme. 

5972  I  think  there  is  no  gold  cui-rency  m  any 
country  at  all.  Tou  put  down  the  Indians  for  savages 
for  not  having  a  gold  cun-ency,  but  where  is  there  a 


gold  currency — in  England  ? — I  think  there  is  a  gold 
currency  in  England. 

5973.  According  to  you  they  have  not  increased 
their  gold  reserve  by  a  million  in  the  last  10  years  ? — 
The  Bank  of  England  has  not  increased  its  reserve 
very  much  in  the  last  10  years. 

5974.  That  is  not  a  very  good  example  to  follow,  is 
it  ? — I  think  it  is  not  a  good  example  for  India  to 
follow. 

5975.  Beyond  England  is  there  any  country  where 
there  is  a  gold  currency  ? — Tes. 

5976.  Where  is  it? — There  is  a  gold  currency  in 
Australia,  and  in  Canada  and  in  South  Africa. 

5977.  No ;  gold  is  not  used  in  Canada,  and  South 
Africa  does  not  want  a  mint  ? — I  do  not  know  what  the 
authority  for  that  assertion  is. 

5978.  Do  you  know  that  last  December  the  people 
of  Germany  could  not  get  gold  under  a  premium  of 
1  per  cent.  ? — I  do  not  know  what  happened  last 
December. 

5979.  Suppose  there  is  a  gold  currency  and  Govern- 
ment is  not  able  to  supply  against  rupees,  what  then  ? 
If  you  have  a  gold  currency  that  means  you  have  to  give 
gold  against  all  rupees  tendered,  does  it  not  ? — No. 

5980.  What  is  it  then  ? — There  is  no  connection 
between  a  gold  currency  and  Government  supplying 
gold  for  silver.  I  do  not  think  the  Government 
supplies  gold  for  sUyer  in  any  part  of  the  world. 

5981.  Allow  me  to  differ  from  you.  A  gold 
currency  means  that  you  have  to  give  gold  against  all 
rupees  tendered  ? — I  do  not  attach  that  meaning  to  it 
myself. 

5982.  What  meaning  do  you  attach  to  it  ?■ — By  a 
gold  currency  I  mean  gold  used  for  the  purpose  of 
trade  as  between  buyers  and  sellers. 

5983.  That  is  not  a  gold  currency ;  a  gold  currency 
means  that  you  have  to  give  sovereigns  against  all 
rupees  tendered  ? — I  have  never  heard  that  view  of  the 
question  put  forward  before. 

5984.  Tou  have  cheques  and  other  instmments  in 
England,  so  that  no  more  gold  is  used  here  than  the 
people  have  in  their  pockets ;  but  if  the  Bank  of 
England  were  asked  against  the  tender  of  notes  to  give 
gold,  the  Bank  of  England  is  bound  to  give  gold  in 
accordance  with  the  Act  of  1844  ? — I  believe  that  to 
be  quite  correct. 

5985.  That  is  the  meaning  of  a  gold  currency  ? — 
I  have  never  suggested  that  a  gold  currency  should 
mean  that  the  Government  of  India  should  be  under 
an  obligation  to  supply  gold  in  exchange  for  silver. 

5986.  If  language  is  meant  to  give  a  meaning  to 
words,  then  a  gold  cun-ency  means  that? — I  have 
never  heard  such  a  meaning  put  to  it  before. 

5987.  {Sir  James  Begbie.)  Tou  think  that  the 
sovereign  is  the  best  gold  coin  to  use  as  currency  in 
India  ? — Tes. 

5988.  Would  you  also  issue  a  subsidiary  gold 
coin  ? — I  do  not  think  so. 

5989.  Tou  would  only  issue  a  15-rupee  coin  ? — 1 
think  so  at  present.  If  subsequent  experience  showed 
that  it  was  desii-able  that  a  smaller  coin  should  be 
coined,  then  I  should  have  nothing  to  say  against  it, 
but  to  start  with  I  think  it  would  be  wise  to  take  the 
coin  that  is  already  in  circulation  and  is  known. 

5990.  Is  it  not  the  case  that  10-rupee  notes  are  more 
favoiu-ed  in  certain  districts  than  in  others  ? — Tes,  ] 
believe  so. 

5991.  And  the  same  thing  may  also  be  said  of  the 
5 -rupee  notes  ? — Tes. 

5992.  Do  you  not  think  it  is  possible  in  those  districts 
where  metallic  currency  is  wanted,  a  10-rupee  coin  might 
encourage  the  use  of  gold  ? — Tes,  I  think  it  is  quite 
possible. 

5993.  {Mr.  LiUlan.)  It  is  quite  obvious  from  the 
qviestions  that  were  put  to  you  by  Sir  Shapui'ji  that  the 
term  "  gold  currency  '  is  one  that  has  different  meanings 
to  different  minds ;  but  you  have,  I  think,  defined  what 
you  mean.  Will  you  look  at  Part  "Vlil.,  pai-agraph  2, 
of  Appendix  XXI.  (page  568)  ?  There  you  speak  of  a 
"pucca  gold  currency  system  of  the  British  type"; 
that  is  what  is  in  your  mind?-^-Tes. 

5994.  The  first  thing  I  wish  to  ask  you  about  that  is 
whether  you  consider  that  that  is  really  in  accordance 
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with  the  reeoiflmendations of- ^e  Fowler  Committee? — 
I  think  so.  ' 

6995.  In  paragraph  54  of  theii*  report  they  said 
that  they  looked  forward  "to  the  effective  establishment 
in  India  of  a  gold  standard  and  currency  " .' — Yes,  that 
is  so.  I 

5996.  But  they  went  on  in  the  next -paragraph  to 
point  out  that  "Under  an  effective  gold  standard  rupees 
"  would  he  token  coins,  subsidiary  to  the  sovereign. 
"  But  existing  conditions  in  India  do  not  warrajit  the 
"  imposition  of  a  limit  on  the  amount  for 'which  they 
''  ehbuld  constitute  a  legal  tender;  indeed,  for' some 
"  time  to  come,  no  suchlimitationmn-be  conteniplaAod-.- 
Then  they  conclude  in  paragraph  59  that  things  being 
as  they  are  in  India,  they  must  be  content  ■With-  a  system 
such  as  exists  in  France  and -the  United' States  ?— That 
is  so.  '  ■  '    ■' 

5997.  How  do  you  reeonbile  your  present  recom- 
mendation with  those  recommendations  ? — I  think 
those  recommendations  were  veiy  wise  when  they  "werei 
made.  I  understand  them  to  mean  that  in  those  days, 
when  the  question  of  introducing  a  gold  euiTency  was 
being  considered,  the  members  of  the  Committee  did 
not  think  it  possible  to  impose  a  limit  on  the  am.oiint 
for  which  rupees  should  be  legal  tender ;  but  I  take  it 
that  in  course  of  time  when  there  is  plenty  of  gold  in 
the  country  it  will  be  possible  to  impose  a  limit  on  the 
amount  of  token  coinage. that  is  legal  tender,  and  that 
is  the  direction  in  which  I  imagine  India  is  progressing. 
The  time  will  come  when  the  gold  is  ciiKiulating  so 
freely  that  it  willbe  possible  and  desirable  to  impose  a 
limit  on  the  amount  of  rupees  that  are  legal  tender. 

5998.  Then  this  British  type  of  system  that  you 
speak  of  is  not  a  thing  that  is  immediately  obtainable, 
but  it  is  something  to  look  forward  to  in  the  future  ? — 
In  the  near  future. 

5999.  Tou  would  not,  as  a  matter  of  fact,  have 
that  type  of  currency  system  until  you  are  able  to 
make  the  rupee  a  subsidiary  coin  ? — I  would  not  sug- 
gest that  a  limit  should  be  imposed  on  the  amount  of 
rupees  that  are  legal  tender  until  such  time  as  there  is 
a  more  general  currency  of  gold  than  at  present. 

6000.  But  you  recognise  that  the  relegation  of  the 
rupee  to  a  subsidiary  qualification  is  a' necessary  condi- 
tion before  this  particular  type  of'  currency  system 
which  you  have  in  your  mind  can  be  established  ?^— 
Tes.  ' 

6001.  I  am  not  clear  that  I  quite  understand  the 
general  grounds  on  which  you  favour  a  gold  currency. 
Tou  do  not  object  to  notes,  do  you  ?^— 'No,  provided 
they  are  based  on  gold. 

6002.  Why  should  it  be  more  necessary  to  convert 
silver  notes,  so  to  speak,  into  gold  rather  than  paper 
notes  ?  In  the  case  of  your  silver  currency  you  have 
a  cun-ency  which  carries,  at  any  rate,  a  substantial 
portion  of  its  value,  and  you  have  got  to  provide  only 
against  the  margin  of  difEerence,  whereas  in'  the  case 
of  notes  you  have  to  provide- a  reserve  covering  the 
whole  value? — That  is  so.  .         . 

6003.  Then  why  should  you  lay  partiqular  stress 
on  converting  youi-  metallic  currency  into  gold  ? — 
Because  I  think  that  in  the  eyes  of  the  woi-ld  a  gold 
currency  commands  more  respect  and  establishes 
greater  confidence  than  a  silver  cun-ency.  '       ' 

6004.  What  would  your  proposals  actually  involve  ? 
I  think  you  have  already  said,  in  reply  to  Sir  Shapurji, 
that  they  do  not  involve  the  rmdertaking  by  Grovern- 
ment  of  any  obligation  to  give  gold  for  silver  under  all 
conditions  ? — No. 

6005.  As  regards  the  practical  steps  to  be'  taken, 
Government  cannot  refuse,  as  a  matter  of  fact,  to  give 
rupees  when  a  demand  for  rapees  h  made  ? — Not  at 
present. 

6006.  It  cannot  refuse  to  coin  rupees  in  ordei:  to 
meet  those  demands  ? — Not  at  present. 

6007.  I  understood  from  an  answer  you  gave  Mr. 
Keynes  that  in  making  payments  it  can-  show  a  -pre- 
ference, as  it  wei-Cj  for  gold,  but  only  when  the  payee 
is,  so  to  speak,,  indifferent.? — I  think  it  might  go  a 
little  bit  further.  I  think  Government  might  /use  a 
little  gentle  persuasion  to  facilitate,  tha  f urtheif  use 
of,  gold.  I  woulij  not  go  -  so  far  as  to  suggest  that 
Government  should  foiice  gold  upon-  reluetantpayees. 


but  where  a  payee  is  moi«  or  less  indifferent,  Govern- 
ment can  persuade  the  payee  to  accept  payment  in 
gold,  or  even  where  the  payee  demands  payment  in 
silver  it  may  be  suggested  to  him  that  he  can  take '  a 
portion  in  gold  and  a  portion  in  silver.  I  would  not 
carry  the  compulsion  to  the  extent  of  declining  to  give 
thejpayee  silver. 

6008.  {Lord  Faber.)  Would  you  do  what  they  do  in 
English  country  banks  who  have  a  currency  of  their 
own  ?  When  a  customer  comes  to  the  counter  and 
presents  a  cheque  for  lOZ.,  the  cashier,  if  the  customer 
says  nothing,  gives  him  two  notes,  and  then  it  is  for 
the  customer  to  say,  "  I  would  rather  not  have  the 
notes  r- 1  will  have  something  else,"  and  he  gets  it  ? — 
Exactly  :  in  the  same  way  1  should  give  theigold;  and 
if  the  public  said  they  would  rather  have  rupees,  very 
well,  let  them  have  it.  ' 

i'~e009.  (Mr.  Gillan.)  But  the  Government  should 
tender  gold  ? — Tes. 

6010.  I  take  it  your  general  poisition  is  that  you 
look  foi-ward  at  some  future  time  to  the  establishment 
of  the  particular  kind  of  currency  you  favour,  but  at 
the  moment  the  only  recommendation  you  can  make 
to  Government,  apart  from  the  establishment  of  a  gold 
mint,  would  be  that  they  should  use  persuasion  of  the 
kind  that  you  have  mentioned  and  tender  gold  in 
making  any  payment  they  have  to  make  ? — Tes. 

6011.  That  is  the  only  practical  point  at  the  present 
moment  ? — Tes — that  Government  should  encourage 
the  use  of  gold  as  currency — not  force  it,  but  en- 
courage it. 

6012.  In  connection  with  the  questions  put  to  you 
about  giving  i-upees  and  coining  rupees,  there  is  one 
question  I  was  going  to  ask  with  regard  to  paragraph  4 
in  Part  V.  of  Appendix  XXI.  ^page,562).  lacidentally, 
there  you  say,  "  The  silver  coinage  ought  to  be  re- 
' '  plenished  regularly  and  continuously  in  small  sums  (so 
"as  hot  to  inflate  unduly  the  local  currency)";  how 
is. that  to  be  managed  ? — If  Government  were  to  coin 
regularly  a  fixed  amount,  say  5,O00Z.  a  week,  and  iihey 
found  that  the  silver  proportion  of  the  paper  cur- 
rency resei-ve  was  steadily  increasing  every  week,  I 
should  then  understand  that  Government  are  pro- 
viding too  much  token  cuiTency,  and  I  should  cease 
coining  token  currency  under  those  circumstances. 
What  I  would  suggest  iff  that"  the  Government  should 
buy  silver  regularly  every  week,  and  continuously  coin 
token  currency  to  replenish  the  coinage ;  but  if  after, 
say,  a  year  the  amount  coineid  showed  that  the 
amount  of  silver  in  the  paper  currency  reserve  was 
increasing  unduly,  I  should  stop  that  policy.  I  should 
consider  in  that  case  that  the  currency  was  beii^ 
unduly  inflated. 

6013.  Would  there  be  any  difference  in  the  amount 
of  rupees  that  actually  went  out  into  circulation  ? — Any 
difference  under  what  circumstances  ? 

6014.  Under  the  practice  which  is  at  present 
followed  by  the  Government  of  India  of  coining  occa- 
sionally, and  under  the  practice  you  recommend  of 
coining  continuously  ?— No,  not  very  much  difference. 
The  only  difference  would  be  that  in  one  case  the 
supply  of  token  coinage  would  be  regular  and  metho- 
dical^ and  in  the  other  case  it  is  irregular  and  spasmodic. 

6015.  Do  you  mean  in  supplying  the  currency 
reserve?— In  supplying  token  currency— in  creating 
token  currency. 

60liS.  (Sir  James  Begbie.)  The  demand  for  silver 
cmTency  in  India  might  be  iiTegular  and  spasmodic 
too? — Yes.  r-       -        . 

6017.  (Sir  Robert  Chalmers.)  Would  not  the  demand 
be  your  chief  guide  ?— If  the  Government  do  as  they 
have  at  present  been  doing,  waiting,  perhaps,  for  years 
until  they  at  last  decide  that  the  time  has  come  to  coin 
more  silver,  I  think  that  procedure  is  undesirable, 
because  it  enables  silver  speculators  to  force  up  the 
sdver  market.  I  think  it'  is  desii-able  to  coin  a  small 
quantity  regularly,  and  to  keep  the  currency  supplied. 

^'^^^'i,^^*''  "^""^"^  Begbie.)  "When  would  you  resume 
the  purchases  of  silver  under  your  scheme  ?— Straight 
away.  ■,; 

6019.  Under,  what  conditions,?— A  small  regular 
(imatint  every  week. 
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6020.  What  wou^d^  be  the  time  to  begin  these 
purchases  ?-^At  any'time^to-morrow. 

6021.  Would  it  happen  because  the  silvei^  reserve 
was  falling  P — No.  I  shottld  suggest  that  the  coinage 
goes. on  regularly  weeSk  by  week  in  small  quantities, 
attention  being  paid  at  the  same  time  to  the  amotint  of 
silver  in  the  Paper  Cm-renoy  Reserve. 

6022.  (Chairman.)  Suppose  the  Indian  Government 
had  been  pursiiing  that  policy  when  the  crisis  of 
1907-8  came  upon  them  ;  at  that  time  ,  the  public, 
instead  of  presenting  a  demand  for  more  rupees; 
returned  rupees  ? — That  was  so. 

6023.  Would  you  have  stopped  at  that  moment  ? — 
Instantly;  in  fact,  I  should  have  stopped  before  that 
moment;  I  should  have  stopped  when  I  saw  that  the 
proportion '  of  silver  in  the  Paper  Currency  Reserve 
was  mounting  up. 

6024.  Tou  would  have  stopped  as  soon  as  they 
ceased  to  take  I'upees  out,  without  waiting  for  them  to 
bring  rupees  back  ? — Yes. 

6025.  And  you  would  not  have  begun  again  until 
they  began  to  take  rupees  out  ?^ — Yes. 

^6026.  If  in  the  Ineantime  an  unusual  number  of 
rupees  had  accumulated,  you  would  postpone  youi* 
recommencement  until  that  unusual  accumulation  had 
been  worked  off  ? — Yes,  if  it  were  large.  > 

6027.  Would  it  have  made  a  very  ereat  difference 
if  they  had  pursued  that  policy  ?-^It '  depends  on  the 
amount  that  wa?  coined  week  by  week. 

6028.  It  took  them  a  long  time  to  work  off' the 
accumulations  which  resuH.ed  from  the  crisis  <  of 
1907-8,  did  it  not  ? — Yes,  many  years.    • 

6029.  You  do  not  suggest  that  in  the  interval 
between,  that  and  the  time  when  they  coined  again, 
there  was  any  shortage  of  rupees,  do  you  P'^-No,- 1  do 
not  think  so. 

6030.  Possibly  then  the  Indian  Government  might 
say  that  in  effect  they  had  carried  out  yoTir  policy,  that 
when  the  demand  began  again  it  was  a  very  imusually 
large  demand,  and  that  therefore  they  had  to  bay  at 
once,  and  immediately i'  very  large  sums? — ^Such  a 
point  of  view,  of  course,  I  can  understand,  although  I 
do  not  concur,  in  it. '    ■ 


■6031.  You  think  they  might  well  have  begun  by 
small  amounts  ? — Yes.  Might  I  give  Mr.  Gillan  the 
information  he  asked  for  yesterday,  which  I  was 
unable  then  to  produce?  Mr.  Gillan  asked  that  I 
should  give  him  the  periods  when  the  cash  balances  of 
the-  Government  of  India  were  as  low  as  7  millions. 
I  find  these  a,re  the  dates :  In  1905,  in  the  months  of 
November  and  December ;  in  1906,  iii  the  months  of 
November  and  December ;  in  1907,  in  the  month  of 
December ;  in  1908,  in  the  months  of  November  and 
December;  and  in  1909,  in  the  months  of  October, 
Noveinber,  and- December.  On  aU  those  occasions  the 
cash  balances'of  the  Government  of  India  were  in  the 
neighbourhood  of  7  millions  to  8  millions. 

(Mr.  Gillan.)  I  am  son-y,  Mr.  Webb  has  had  un- 
necessaxy  trouble,  because  he  is  looking  at  the  balance 
at  a  different  time  of  the  yeai'.  That  is  the  time  of 
the  minimtim  balances  in  every  year. 

■    6032.  (Chadrman.)  Tou  suggested  7  millions  as  a 
maximum,  I  think  P — Yes,  as  a  working  balance. 

6033.  Which  ought  not  to  be  exceeded  ? — If  it  can 
be  avoided. 

6034.  If  the  Government  of  India  made  an  en- 
deavour not  to  exceed  that  figure,  or  only  to  exceed 
that  figure  by  a  very  small  sum  at  one  time  of  the  year, 
would  it  not  follow  that  it  would  have  a  very  much 
less  sum  at  another  time  of  the  year? — -I  can  quite 
conceive  it. ' 

6035.  In  other  words,  are  you  not  measuring  the 
maximum  demand  on  the  balances  of  the  minimtun  P — 
I  do  not  think  it>  is  a  question  of  the  demand  on  the 
balances  ;  it  is  a  question  of  the  amount  of  cash  which 
Government  shall  keep  in  its  till.  In  those  months  it 
keeps  7  millions  or  8  millions  in  its  tUl,  and  if  in  the 
other  months  there  is  an  excess  over  that  amount,  it 
might  very  weU  be  given  back  to  the  piiblic  through 
the  agency  of  the  banks,  so  that  it  should  not  be  kept 
locked  Up  in  the  Government  Treasury. 

60361  Whenever  it  exceeded  that  sum? — Yes,  it 
might  at  once,  because,  I  argue,  from  the  existence  of 
these  sums,  that  it  would  be  possible  for  Government 
to' go  oil  at  other  months  in  the  yea:r  with  the  same 
amount  in  their  Treasury. 


The,  witness  withdrew. 


At  the  India  Office,  Whitehall,  S.W. 


FOURTEENTH  DAY. 


Thursday,  July  17,  1913, 


Present : 
The  Right  Hon.  AUSTEN  CHAMBERLAIN,  M.P.  (Chairman). 


,Sir  RoBEET  Chalmers,  K.C.B. 
Sir  Ernest  Cable. 
Sir  Shapttbji  Burjorji  Broacha. 
Sir  Jambs  Begbie,.        ,    ,     .. 


Mr.  Robert  Woodburn  Gillan,  C.S.I. 
Mr.  Henry  Neville  Gladstone. 
Mr.  John  Maynaed  Keynes. 

Mr.  Basil  P.  Blackett  (Seeretdry). 


The  Hon.  Montagu  de  P.  Webb  recalled  and  further  examined. 


6037.  (Chairman.)  We  took  you  through  a  good 
deal  of  your  memorandum  last  week.  I  want  now  to 
turn  in  the  first  place  to  the  question  of  the  Gold 
Standard  Reseiwe.  May  I  take  it  that  you  approve  of 
the  establishment  of  a  gold  reserve  .!>— Yes. 

6038.  I  think  you  say  you  would  prefer  to  ca,ll  it 
a  gold  reserve  rather  than  a  Gold  Standard  Reserve  ? 
—Yes. 

6039.  What  is  your  idea  of  the  total  which  should 
be  reached  by  that  reserve,?    If  you  have  not  fixed  any  . 
figure  in  your  mind,  say  so?— Yes,  I  have  fixed   a 


figure.  In  past  conditions  I  have  regarded  20  to  25 
millions  as  being  adequate,  but  with  the  establishment 
of  a  gold  currency  I  do  not  think  any  gold  reseiwe  is 
necessaiy  at  all.  As  we  approximate  to  the  condition 
where  gold  is  in  circulation  and  in  common  use  as 
cuiTency,-  so  do  we  come  to  a  stage  when  no  gold 
resei-ve  or  Gold  Standard  Reserve  will  be  necessary  at 
all,  .but  until  that  stage  is  reached  I  think  it  ought  to 
be  in  the  neighbourhood  of  20  to  25  millions.  That  is 
quite  suflScient,  I  think ;  in  fact,  I  think  it  is  more 
than  sufficient  as  things  are  at  present. 
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6040.  Tou  gave  yom-  opinion  of  the  eatahlishment 
of  a  gold  ciuTency,  and  the  effect  of  it,  last  week,  and  I 
do  not  propose  to  i-aise  that  again  to-day.  I  am  now 
dealing  with  the  condition  of  things  which  prevails  as 
long  as  there  is  no  such  gold  cun-ency  as  you  desire  to 
see  established  ? — Then  about  2-5  millions  would  be  my 
answer. 

6041.  Of  that  amount  how  much  do  you  desire  to 
see  kept  in  actual  gold? — I  should  like  to  see  the 
whole  of  it  kept  in  gold. 

6042.  I  think  you  speak  in  your  memorandum  of 
keeping  a  portion  of  the  securities  in  London  ? — That 
is  as  a  concession  to  the  situation  in  London. 

6043.  But  you  would  prefer  that  the  whole  should 
be  in  gold  ? — ^Yes. 

6044.  Whether  in  London  or  in  India  ? — Preferably 
in  India. 

6045.  Do  you  not  think  that  there  would  be  some 
excess  of  caution  in  locking  up  so  large  an  amount  of 
money  as  25  miUions  without  attempting  to  earn 
interest  on  any  portion  of  it  ? — I  do  not  tfink  so.  I 
regard  it  as  essential. 

6046.  Now  I  come  to  the  question  of  where  the 
gold  should  be  kept.  Tou  desire  to  have  the  whole  of 
it  kept  in  India,  or  as  much  of  it  as  you  can  persiiade 
the  authorities  to  keep  there? — Tes. 

6047.  Tou  say  in  paragraph  5  of  Part  IV.  of  your 
memorandum  (page  560)  that  the  object  of  the  reserve 
"  is  to  provide  gold  in  India  for  export  if  required  "  ? — 
I  think  so,  yes. 

6048.  Why  do  you  so  limit  it — that  the  object  of 
the  reserve  is  to  provide  gold  in  India  for  export  ? — 
Because  that  appears  to  me  to  be  the  only  and  complete 
object  of  the  reserve. 

6049.  To  where  would  it  be  exported  ? — Pi-obably 
to  London. 

6050.  Under  what  circumstances  ? — In  the  event  of 
a  reversal  of  the  balance  of  trade  or  in  the  event  of  a, 
crisis  in  London.  That  would  involve,  of  course,  a 
reversal  of  the  balance  of  ti-ade. 

6051.  Then  you  do  contemplate  that  when  you 
have  to  di-aw  upon  this  gold  reserve  the  place  where 
you  would  want  it  ultimately,  if  not  immediately,  is 
London  ? — Probably,  yes. 

6052.  I  understand  that  you  do  not  think  that  that 
is  a  reason  for  keeping  it  in  London  ? — I  think  it  is 
altogether  outside  the  duty  of  Government  to  go 
so  far. 

6053.  A  great  number  of  witnesses  have  put  to  us 
that,  as  London  wUl  be  the  place  where  the  gold  will 
be  required  in  the  ch-cumstances  which  you  have  fore- 
shadowed, London  is  the  best  place  to  keep  it.  That 
is  not  your  view  ? — That  is  not  my  view,  no.  My  chief 
reason  being  that  for  many  years  past  it  has  been 
recognised  that  the  reserves  of  gold  in  London  are 
slender  in  the  extreme,  if  not  dangerously  slender,  and 
in  those  circumstances  I  do  not  deem  it  wise  to  risk 
the  currency  situation  in  India  by  putting  2-5  millions 
of  India's  reserve  in  that  same  centre. 

6054.  Tour  real  objection,  as  I  understand,  to 
keeping  it  in  London  is  a  fear  that  if  it  were  in 
London  it  would  be  used  for  the  convenience  of  London 
and  not  for  the  security  of  the  Indian  exchange?— 
That  is  my  main  objection,  yes. 

6055.  Tou  hold  that  view  even  though  the  gold 
here  be  earmarked,  as  it  is  called,  at  the  Bank  of 
EnglandJ* — ^Tes. 

6056.  Tou  are  of  course  aware — at  least,  I  presume 
you  would  be  aware — ^that  that  is  not  the  view  held  by 
London  bankers .'' — Tes. 

6057.  They  consider  that  earmarked  gold  at  the 
Bank  of  England  is  wholly  outside  the  reserves  on 
which  they  work  and  count  for  the  purposes  of 
London?— That  is  the  ordinary  practice  in  ordinary 
conditions,  but  in  a  state  of  crisis  or  panic  I  could  not 
imagine  for  one  moment  that  that  earmarked  gold 
would  not  be  appropriated  for  urgent  needs  of  State. 

6058.  In  fact,  you  are  afraid  that,  under  the  stress 
of  such  a  temptation,  the  Chancellor  of  the  Exchequer 
would  i-aid  the  Secretary  of  State  ?— I  think  he  woiild 
be  sure  to. 


6059.  And  in  order  to  guard  against  that,  you 
would  keep  the  gold  in  India  ? — I  think  it  would  be  an 
additional  soui-ce  of  strength  to  both  sides. 

60()0.  That  would  mean  that  while  you  were  building  . 
up  the  reserve  you  would  have  to  be  remitting  the  gold 
to  India,  would  it  not  ? — Tes. 

6061.  And  when  you  were  using  the  resei-ve  you 
would  have  to  be  remitting  the  gold  home  from  India  ? 
—Tes. 

6062.  Paying  something  for  passing  it  first  in  the 
one  direction  and  then  in  the  other  ? — Tes. 

6063.  But  in  spite  of  that — as  some  people  would 
say — wasteful  expenditui-e,  you  desire  it  for  the  reason 
which  you  have  given  me  ?— Tes. 

6064.  As  a  security  that  it  shall  be  available  for 
India  ? — Tes.  May  I  add  that  in  my  belief  the  gold 
which  has  been  earmarked  in  the  past  has,  on  more 
than  one  occasion,  been  unearmarked,  if  I  may  so  use 
the  expression,  at  the  discretion  of  the  Secretary  of 
State.  I  believe  that  on  more  than  one  occasion  gold 
has  been  earmarked  by  the  Secretary  of  State,  and 
then  on  another  occasion  the  Secretary  of  State  has 
removed  that  restriction  and  used  the  gold  in  other 
ways. 

6065.  Can  you  give  me  any  instance  which  you  have 
in  mind  which  would  bring  before  us  more  exactly  the 
circumstances  in  which  it  was  done  ? 

{Sir  Robert  Chalmers.)  With  specific  reference  to 
metalhc  gold  ? — I  cannot  give  the  dates  without  making 
reference,  but  I  remember  distinctly  that  gold  has 
been  earmarked  for  the  Gold  Standard  Reserve,  and  I 
think  for  the  Paper  Currency  Reserve  as  well,  and  it 
has  been  released  from  that  restriction  at  the  discretion 
and  request  of  the  Secretary  of  State,  but  without  any 
reference,  that  I  am  aware  of,  to  India. 

6066.  {Mr.  Keynes.)  Are  you  referring  ia  the  case 
of  1907-8,  when,  to  meet  his  own  needs,  the  Secretaiy 
of  State  unearmarked  a  certain  amount  of  gold  ? — That 
is  one  of  the  occasions. 

6067.  (Chairman.)  Was  not  that  a  way  of  making 
the  gold  reserve  available  for  the  very  purpose  for  which 
it  exists  ?— In  1907-8,  yes. 

6068.  There  was  no  objection  to  doing  that  ? — There 
was  no  objection,  no.  I  am  only  di-awing  attention  to 
the  facility  with  which  this  gold  is  earmarked  and  the 
restriction  taken  away  again  as  required  by  the 
Secretaiy  of  State.  It  is  my  belief  that  in  a  grave 
national  emergency  the  Secretary  of  State  would  be 
persuaded  to  take  similar  action  again.  That  is  what 
I  meant  by  the  Secretaiy  of  State  being  raided. 

6069.  (Sir  Bohert  Chalmers.)  By  the  Secretary  of 
State  and  for  India's  needs  ? — In  the  judgment  of  the 
Secretaiy  of  State. 

_  6070.  (Chairman.)  I  think  you  do  not  criticise  his 
judgment  in  the  past?— I  think  the  judgment  used 
has  been  veiy  defective  in  recent  years,  and  un- 
reliable. 

6071.  But  do  you  criticise  the  exercise  of  his  judg- 
ment in  this  particulai-  respect  ? — No. 

6072.  Tou  have  alluded  to  those  occasions  where  he 
uneai-marked  gold  to  show  the  facility  with  which  it 
could  be  done  ? — Yes. 

6073.  But  I  do  not  understand  you  to  say  that  it 
was  improperly  done  or  done  with  an  improper  reason  ? 


-No. 


6074.  Now  we  pass  to  the  Paper  CuiTency  Resei-ve, 
irom  the  opening  words  of  Part  V.  of  your  memoran- 
dum (page  561),  I  gather  that  you  approve  of  the 
existing  system  of  paper  currency  managed  by  the 
State.-' — Tes,  a         j 

6075.  And  that  you  would  not  advocate  its  transfer 
to  a  central  bank  ? — No. 

6076.  Tou  object  to  the  holding  in  London  of  gold 
belonging  to  the  Paper  Cun-ency  Resei-ve  ?— Tes. 

6077.  On  what  ground— on"  the  ground  that  the 
Paper  Currency  Resei-ve  is  for  the  encashment  of 
notes  ? — Tes. 

6078.  And  that  the  notes  will  be  presented  in 
India  ?— Tes ;  and  that,  therefore,  the  metallic  reserve 
cannot  be  required  under  any  conceivable  circiunstances 
m  London. 

6079.  The  reserve  held  in  London.  I  thiut,  is  held 
in  gold  ? — I  believe  so,  yes.- 
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6080.  We  have  Lad  it  in  evidence  that  the  great 
advantage  of  holding  that  gold  in  London  is  that  it 
provides  a  means  of  making  the  paper  currency  elastic  ? 
— Some  of  the  Paper  Currency  Reserve,  if  I  may  be 
permitted  to  correct  myself,  is  held  in  London  in 
secnrities,  or  has  heen  held  in  London  in  securities. 

6081.  I  vras  talking  of  the  bullion  portion.  We 
have  had  it  in  evidence  that  the  great  advantage  of 
holding  gold  in  London  is  that  it  provides  a  means  of 
making  the  paper  currency  elastic.  Do  you  follow 
that  ? — No,  not  at  all.  I  am  familiar  with  the  official 
argument,  but  I  cannot  accept  it. 

6082.  The  argument  being  that  that  is  because  the 
circulating  medium  can  be  expanded  quickly  against 
that  deposit  of  gold  in  London  ? — Tes. 

6083.  Tou  do  not  accept  that  argument  ? — No. 

6084.  Do  you  think  it  untrue  in  fact,  or  is  your 
criticism  that  it  does  not  support  the  structure  which 
is  raised  upon  it  ? — I  think  that  the  manipulation  of 
the  paper  cuiTency  has  been  effective  in  the  respects  to 
which  you  refer,  but  I  regai-d  it  as  a  very  undesirable 
nianipulation. 

6085.  Apart  from  that,  the  paper  currency  system 
at  present  is  very  inelastic,  is  it  not  ? — I  am  not  quite 
sure  that  I  understand  the  question. 

6086.  There  is  little  power  of  expansion  to  meet  a 
great  dfemand  in  trade  pressure  ;  I  mean  a  temporary 
demand.  I  will  put  it  in  another  way — the  fiduciary 
portion  of  the  issue  is  a  fixed  sum  ? — Tes. 

6087.  Beyond  that  notes  can  only  be  issued  against 
the  deposit  of  coin  or  bullion  F — ^Tes ;  in  that  sense  it 
is  inelastic. 

6088.  Do  you  think  that  advantage  would  be 
derived  by  India  if  more  elasticity  could  be  intro- 
duced into  that  system? — Tes. 

6089.  It  has  been  suggested  to  us  by  some  witnesses 
that  the  fiduciary  portion  of  the  issue,  instead  of  being 
a  fixed  amount,  might  be  some  proportion  of  the  whole  ? 
— Tgs. 

6090.  What  do  you  say  to  that? — I  think  that 
would  be  a  wise  principle  to  adopt. 

6091.  Have  you  any  figure  in  your  mind  as  to  the 
proportion  to  which  you  think  it  would  be  safe  to  go  ? 
— I  think  that  a  step  further  forward  may  be  made 
than  is  at  present  being  taken.  I  do  not  know  exactly 
what  proportion,  but  I  think  that  we  might  go  fui-ther 
forward  than  we  have  done  in  the  past. 

6092.  It  has  been  also  suggested  to  us  that  for  the 
sake  of  meeting  the  trade  needs  in  the  busy  times  the 
whole  of  the  fiduciary  portion  should  not  be  perma- 
nently invested,  but  that  a  part  of  it,  probably  a 
small  part  of  it,  should  be  left  to  be  lent  out  on  the 
market  in  busy  times.  Would  that  commend  itself  to 
you  ? — Tes,  I  think  so. 

6093.  If  that  were  done  would  you  still  want  the 
Treasury  balances  lent  out  in  the  manner  which  you 
explained  to  us  last  week  ?— Tes,  I  think  so  ;  I  think  if 
Treasury  balances  are  accumulated  in  excess  of  the 
requirements  of  the  State  the  right  course  for  the  State 
to  take  is  to  make  that  money  which  has  been  collected 
in  excess  of  requirements  available  to  the  public 
through  the  banks. 

6094.  In  the  course  of  your  criticisms  of  the  present 
management  of  the  Paper  Ouii-ency  Reserve  you  quote 
the  reply  of  the  Under  Secretai-y  in  the  House  of  Com- 
mons to  Mr.  Gwynne ;  it  is  subsection  (c)  of  section  3  of 
PartV.  (page 562):  "  Investmentsin  sterling  securities  in 
"  Londonare  betterfor  Indiathaninvestment  inGovern- 
"  ment  of  India  rupee  paper,  because  such  securities  are 
"  not  necessarily  influenced  by  the  causes  which  might 
"  shake  public  confidence  in  the  Indian  paper  cur- 
"  rency  "  I  think  you  quote  that  obsei-vation  for  the 
purpose' of  condemning  it;  but  is  it  not  true?— It  is 
true  in  a  sense,  but  if  there  were  no  portion  of  the 
paper  cuiTcncy  lying  in  London  at  aU  it  could  not  be 
invested  in  English  secui-ities,  and  there,  m  my  opinion, 
the  argument  is  unsound. 

6095.  Because  there  ought  to  be  none  here  P— 
Because  there  ought  not  to  be  any  there.  My  other 
reason  for  quoting  that  is  merely  to  show  that  it  is  in 
conflict  with  other  explanations  and  arguments  which 
have  been  used.  ■ 
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6096.  In  paragraph  7  of  the  same  part  of  your 
memorandum  (page  563),  at  the  end,  you  say  :  "  Indeed, 
"  did  the  crisis  happen  to  be  a  western  crisis  rather  than 
"  an  Indian  crisis,  the  gold  " — you  are  speaking  of  the 
Paper  Currency  Reserve  gold — "would  be  far  more 
"  valuable  to  India  (and  possibly  to  Great  Britain) 
"  were  it  held  in  India  rather  than  in  the  United 
"  Kingdom."  Will  you  explain  that  to  me  ?  I  do  not 
follow  your  reasoning  ? — If  the  crisis  happened  to  be 
a  western  crisis  there  would  probably  be  a  shortage 
of  gold  in  London,  and  in  such  circumstances  the  ship- 
ments of  gold  from  India  to  London  would  tend  to 
relieve  that  crisis,  but  if  India's  gold  was  held  in 
London  the  demands  of  India  for  that  gold  would  tend 
to  accentuate  the  crisis. 

6097.  Why  would  India  demand  the  gold  ?  If  the 
ultimate  need  of  the  gold  was  in  India,  then  if  it  were 
issued  in  India  it  would  not  come  to  London  ? — No,  if 
the  ultimate  end  was  India,  but  in  a  case  of  crisis  in 
London  there  would  be  a  demand  for  money  in  London, 
and  that  demand  would  show  itself  in  a  request  to  the 
public  of  India  to  remit  their  money  to  London  to 
assist  in  overcoming  the  crisis  ;  but  if  the  money  were 
in  London,  then  the  recovery  would  be  through  the 
agency  of  the  Secretary  of  State ;  that  is  to  say,  the 
public  would  go  to  the  Government  of  India  and  take 
over  the  drafts  from  the  Secretary  of  State  which  in  a 
ci'isis  he  might  not  be  able  to  cash  ;  but  if  the  reserve 
were  held  in  India  in  gold  there  would  be  no  difficulty 
in  anybody  taking  their  metal  from  the  treasuries  and 
shipping  it  to  London. 

6098.  But  is  not  there  exactly  the  same  amount  of 
gold  ex  hypoihesi  in  either  case  ? — Tes. 

6099.  In  one  case  it  is  in  the  control  of  the  Govern- 
ment of  India  ? — Tes. 

6100.  Aud  in  the  other  case  it  is  in  the  control  of 
the  Secretary  of  State  in  London  ? — Tes. 

6101.  In  either  case  it  is  wanted  by  India  to  settle 
an  adverse  balance  of  trade  with  London  ? — Tes. 

6102.  Except  in  point  of  time,  what  difference  is 
there  between  issuing  from  the  treasuries  in  India  and 
issuing  the  gold  from  the  Bank  of  England  in  London  ? 
— The  difference  is  this,  that  if  the  paper  ouiTenoy 
reserve  is  held  in  London,  probably  the  whole  of  it 
would  not  be  in  gold,  but  largely  in  securities.  The 
portion  that  was  in  gold  would  be  liable  to  be  appro- 
priated for  other  purposes  in  a  severe  crisis,  whei-eas 
if  the  gold  were  held  in  India  the  gold  would  be 
obtainable  for  the  public  and  would  not  be  affected 
by  the  crisis  taking  place  in  London,  so  that  the 
public  coidd  ship  their  gold  home,  and  thereby  re- 
establish confidence  in  London. 

6103.  I  think  it  really  comes  to  this,  that  you  have 
confidence  in  the  management  of  the  Government  of 
India  if  the  gold  is  under  their  control,  but  you  have 
not  the  same  confidence  in  the  management  of  the 
Secretaiy  of  State  and  the  Council  in  London  ? — That 
is  what  it  comes  to. 

6104.  Generally  speaking,  as  regai-ds  these  two 
reserves  I  think  a  considerable  part  of  your  criticism  is 
directed  to  the  interchange  which  has  been  made 
between  them.  Tou  object,  for  instance,  to  holding 
any  silver  in  the  gold  reserve  ? — Tes. 

6105.  Tou  object  to  holding  any  gold  in  the  silver 
reserve  P — ^I  do  not  object  to  that,  no. 

6106.  I  beg  your  pardon;  I  misunderstood  you, 
then  ? — I  object  to  holding  silver  in  the  gold  reserve, 
but  I  do  not  object  to  sovereigns  being  held  in  the 
Paper  CuiTency  Reserve.  I  merely  drew  attention  to 
the  fact  that  a  reserve  which  is  accumulated  for  the 
purpose  of  pajring  out  rupees  is  held  in  gold,  and  a 
reserve  which  is  accumulated  with  the  special  object  of 
paying  out  gold  is  held  in  silver,  and  I  reflect  on  this 
management  and  I  call  it  bad  management. 

6107.  If  the  two  reserves  were  amalgamated,  and 
one  reserve  made  to  serve  both  purposes,  would  that 
meet  your  criticism  on  that  point  ? — ^I  do  not  know 
how  the  two  reserves  could  be  amalgamated  without 
an  entire  abandonment  of  the  present  machinery.  I 
have  already  pointed  out  that  if  there  is  plenty  of  gold 
in  circulation,  and  plenty  of  gold  in  the  Paper  Currency 
Reserve,  there  would  be  no  necessity  for  a  second 
reserve  (i.e.,  Gold  Standard  Reserve)  at  aU, 
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1  C108.  I  tarn  now  1;o  Part  "VI.  (page  563).  I  propose 
to  deal  very  briefly  with  the  remaining  portion  of  your 
memorandum,  which  is  in  fact  largely  a  sumriiary  of 
the  preceding  parts,  and  we  have  therefore  dealt  with 
it  ab-eady  ? — Yes. 

6109.  In  Part  VI.  you  quote  the  opinion  of  the 
Indian  CtuTency  Committee,  in  recommending  open 
gold  mints  and  a  gold  currency  and  standard  for  India, 
that  "  with  the  gi'owth  of  confidence  in  a  stable 
"  exchange,  capital  will  be  encouraged  to  flow  freely 
"  into  India  for  the  further  development  of  her  great 
"  natiu-al  resources."*  Do  I  understand  you  to  imply 
that  that  hope  has  not  been  realised  ? — It  hais  not  been 
fully  realised.  I  can  certainly  say  from  my  own 
personal  knowledge  that  many  people  at  present  are 
afraid  to  invest  in  India  because  they  think  there  is 
some  uncertainty  about  the  stability  of  the  rupee. 

6110.  That  is  what  I  was  going  to  pnt  to  you,  that 
it  was  in  fact  upon  the  growth  of  confidence  in  a  stable 
exchange  that  the  Currency  Committee  relied  to 
produce  that  result  ? — Yes. 

6111.  Only  in  ■  so  far  as  the  stable  exchange  is 
obtained  or  i-upported  by  the  opening  of  mints  to  gold 
and  by  a  gold  cuiTency  would  they  affect  the  proposi- 
tion at  all  ? — Yes. 

6112.  As  regards  the  financial  organisation  of  the 
India  Ofiice,  am  I  right  in  understanding  that  you 
suggest  a  committee  of  three  in  place  of  the  present 
committee  ?— Yes.. 

6113.  Your  principal  objection,  I  understand,  to 
the  present  committee  is,  perhaps  I  may  say,  the 
results  which  have  "followed  from  its  management  ? — 
That  is  certainly  very  largely  my  objection  j  the  results 
show  that  the  committee  is  not  wisely  constituted, 
I  think. 

6114.  You  dislike  the  fruit,  and  you  judge  the  tree 
by  the  fruit  ? — ^Yes. 

6115.  Yoiir  main  objection,  as  'I  understand,  to  its 
composition  is  that  London  is  too  much  represented, 
and  India  too  little  represented  ? — Yes. 

6116.  Your  proposition  is  that  there  should  be  one 
London  banker,  one  Indian  baiiker,  and  one  Anglo- 
Indian  administrator ." — ^Yes. 

6117.  You  speak  of  an  Anglo-Indian  banker.  It 
must  be  somebody  who  has  retired,  I  suppose,  from 
Anglo-Indian  banking  ? — I  presume  so. 

6118.  He  must  be  somebody,  at  any  rate,  who  is 
resident  in  London  P — Yes. 

6119.  He  might  be  a  London  repi'esentative  <fi  one 
of  the  Indian  banks  ? — ^Yes. 

6120.  You  have  not,  I  suppose,  and  you  could  not 
have,  any  detailed  knowledge  of  the  working  of  the 
present  organisation;  you  can  only  judge  it,  and  do 
only  judge  it,  by  its  reaults  ? — That  is  all. 

.  6121.  There  is  only  one  further  question  1  want  to 
ask  you.  I  do  not  think  that  we  have  had  your  opinion 
as  to  whether  it  is  desirable. that  some  State  or  Central 
bank  should  be  established  in  India  ? — So  far  as  the 
suggestions  which  have  appeared  in  the  Press  may 
convey  a  correct  idea  of  the  proposed  State  bank,  I  do 
not  see  that  the  advantages  outweigh  the  disadvantages. 

6122.  (Sir  Bobert  Chalmers.)  As  regards  the  Gold 
Standard  Resei-ve,  do  I  gather  aright  that  you  take 
some  exception  to  it  because  it  is  entirely  at  the  dis- 
cretion of  the  Government,  without  any  statutory 
sanction  P  Would  you  like  to  see  a  statutory  sanction 
for  the  utilisation  and  management  and  control  of  the 
Gold  Standard  Reserve  ?^-Yes. 

6123.  You  would  be  guided  in  that  to  some  extent 
by  the  fact  that  in  the  case  of  the  Paper  Currency 
Reserve  there  is  always,  of  course,  statutory  sanction  ? 
—Yes. 

6124.  And  statutory  determination  of  the  methods 
by  which  it  should  be  conducted  ? — Yes. 

6125.  I  do  not  know  whether  you  would  be  in  a 
position  to  express  any  opinion  on  a  proposition  which 
I  have. heard  discussed,  that  it  might  be  possible  to 
blend  those  two' reserves  P — 'Yes^it  might  be  possible. 

6126.  You  are  not  in  a  position  to  express  any 
thought-out  view  on  that  matter? — I  have  never  before 
heard  it  suggested  that  they  should  be  blended. 
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6127.  Coming  to  the  gold  resfii-ve  in  itself, 
suppose  thei-e  were  no' metallic  gold  in  the  resei-ve 
in  youi"  millennial  scheme,  but  a  gold  currency  ample 
enough  to  meet  your  requii-ements,  what  do  you  think 
would  happen  if  the  balance  of  trade. became  adverse  P 

It  would  be  necessary  to  ship  gold  from  India'  to 

Bui'ope.  '         ' 

6128.  The  gold  would  be,  in  the  main,  in  the  hands 
of  private  individuals  ? — Yes. 

'  6129.  You  haVe  great  experience  of  human  nature, 
particularly  native  human  natul-e,  in  India.  Do  you 
think  you  would  get  gold  to  come  out  P  Do  you  not 
think  the  tendency  might  be  to  hoard  it  instead  of 
helping  bullion  export  P — I  do  not  think  there  would 
be  the  slightest  difficulty  if  gold  were  circulating  freely. 

6130.  Is  that  yoiu-  deliberate  opinion  P — Yes. 

6131 .  Have  you  anything  to  support  that  in  histoiy, 
so  far  as  there  exists  history  on  these  matters  in 
India  P — There  is  no  history  in  India  that  will  help 
us  in  the  matter,  because  we  have  not  had  a  gold 
currency  of  large  magnitude  before. 

6132.  Would  it  be  a  fair  statement  of  histoiy,  in 
your  opinion,  to  say  that  metal'  or  coin  has  come  out 
from  hoards  only  under  stress  of  famine  in  past  times  P 
— That  has  happened  in  the  past,  certainly.  I  under- 
stand the  question  to  be  whether  that  is  the  only 
occasion  upon  which  metal  has  come  out  fronl  hoards. 

6133.  So  far  as  there  is  any  histoiy,  is  that  your 
opinion  ? — Yes,  that  is  approximately  coixect,  I  should 
say.     '  '  '       •       ' 

6134;  Do  you  feel  really  sufficiently  safe,  in  your 
opinion,  to  trust  to  any  currency  distidbuted  amongst 
the  population  as  your  ultimate  resei-ve  to  support 
exchange  ?  Do  you  feel  safe  enough  to  take  this 
gigantic  step  of  having  no  metallic  gold  in  the  reserve, 
and  trust  exclusively  to  a  diffused  cmrency  of  gold 
coins?  Do  you  feel  certain  enough  in  that  to  take 
so  big  a  step  P — No,  I  am  trusting  to  the  gold  in  the 
Paper  Cun-ency  Resei-ve  largely.  There  will  be 
30  millions  or  40  millions  in  the  Paper  Currency 
Reserve,  and  it  is  from  that  reserve  that  the  banks 
;would  draw  the  gold  for  export. 

6135.  I  am  relieved  to  find  that  I  had  not  gathered 
your  opinion  rightly.  How  has  the  gold  in  question 
got  into  the  Paper  Currency.  Reserve  under  the  cir- 
cumstances you  have  in  mind  ? — It  usually  finds  its 
way  by  direct  importation  of  gold  by  the  public. 

6136.  In  the  crisis  that  we  are  contemplating,  would 
not  there  be  a  tendency  to  present  notes  and  to  require 
encashment  in  gold  ? — Yes. 

.6137.  And  that  gold  so  drawn  by.encashment  of 
notes  in  your  judgment  would  be  used  for  export  ? — 
That  is  the  only  purpose  for  which  I  can  conceive 
it  would  be  withdrawn  from  the  Puper  Currency 
Reserve. 

6138.  That  is  not  quite  so  much  in  my  mind.  The 
point  is  whether  the  person  who  has  drawn  the  gold 
would,  as  a  matter  of  fact,  export  it.  Do  you  feel 
happy  on  that  P — I  feel  pei-fectly  happy. 

6189.  In  spite  of  the  fact  that  one  knows  that  of 
the  previous  4J  millions  withdrawn  only  about  a 
quarter  of  a  million  came  to  England  to  support 
exchange  ? — That  was  because  Government  themselves 
by  their  own  actions  made  it  more  economical  for  the 
public  to  hoard  the  gold  than  to  give  it  to  the  banks  to 
export. 

6140.  That  is  your  view  P— Yes. 

6141.  Coming  to  the  Paper  Currency  Reserve,  you 
ai-e  prepared  to  see  that  utilised  for  trade  advances  on 
gilt-edged  securities  to  Presidency  banks? — A  small 
proportion  of  it,  yes. 

6142.  Part  of  the  fiduciary  portion  of  that  Paper 
Cun-ency  Resei-ve  you  would  see  utilised  in  that  form  ? 

.—Yes.       ■  ■ 

6143.  And  you  would  regard  that  as  adding  elas- 
ticity to  the  issue  and  making  it,  perhaps  you  woiild 
feel,  rather  more  scientific? — My  object  would  be  to 
make  it  a  little  more  elastic  for  meeting  seasonal 
requirements  for  currency. 

6144.  As  to  the  amount  of  that,  would  you  give 
as  much' as  would  be  required  for  trade  at  the  time  of 
seasonal  pressure?  —  I  think  the  first  consideration 
would  have  to  be  the  security  of  the  paper  currency. 
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6145.  But  assuming  security,  assuming  that  you 
have  got  the  best  ioaters,  if  I  may  usfe  the  tei-m,  as 
the  basis  of  the  advanced-assuming  that  you  have  got 
all  the  security  needed^you  would  be  prepared  within 
the  fiduciary  portion  of  the  Paper'  Currency  Resei-ve  to 
lend  out  what  is  required  for  seasonal  pressure  to  the 
market  ?  I  am  only  asking  your  opinion  ? — I  am  not 
prepareld  to  gey  "as  much  as  is  'required,"  but  I 
should  lend  out  siibstantial  sums  with  the  object  of 
aiding  the  mariet. 

6146.  Do  you  think  much  would  be  required  P — 
Tes'.    ;  :  ■    -'■     •  ■ 

6147.  Are  you  in  a  position  to-  suggest  from  your 
experience  what  might-  be  taken  as  the  amount  which 
in  a  fairly  busy  year 'might  be  required  by  trade  to 
supplement  the  existing  resources  available  ? — I  am  not 
prepared  to  say  '6ff-hand  without'  going  into  the  matter 
more  ctoefnUy.  ,  '  ' 

6148.  Still,  India  is  not  a  very  big  market,  and  a 
little  shortage!  makes  a  very  great  difPerfeiice,  of  coiirse  ? 
—Tes.  •  •  '  "    '    ^    -■  ■<'  -.■■■'       - 

6149.  Wovild  you  be  dispoped  to  imagine  that  it 
would  be  a  large  siim  which  would  be  necessaiy  to 
make  the  difference  between  ■stringency  and  relative 
ease  ? — No,  I  should  think  comparatively  a  small  sum, 
possibly  a  crore  or  two  crores- of  rupees.    • 

6150.  You  would  be  prepared  to  advance  that  sort 
of  sum  from  the  Paper  Currency  Reserve  ? — ^Tes,  if  it 
could  be  done  without  jeopardising  the  cuirency. 

6151.  On  perfectly  adequate  security  ? — Yes. 

6152.  And  to  the  extent  to  which  yoii  would 'do  it 
from  the  Paper  Currency  Reserve  you  would  not  need  to 
do  it  from.  Trfed/Sury  balances  ? — Presumably  not.  It 
is  immaterial,  frdm  the  point  of  view  of  trade,  where 
the  money  comes  from.  It  is  a  matter  of  Government 
convenience.  .;      '  <  \ 

6153.  There  would  be  at  any' 'rate  that  element  of 
prima  facie  projiriety,  that  the  Paper  Currency  Reserve 
would  not  want  its  fiduciary  pdrti on  back  at  a  given 
moment  in  the  same  way  that  the  Government,  *hich, 
after  all,  is  a  trader,  reqiiires  its  cash  brought  in  for  the 
purpose  of  makitig  its  payments  ? — Yes,  quite  so.     ' 

6154.  To  that  extent  there  would  be  an  advantage, 
in  your  judgment,  iii  Ihe  irtilisation  of  the  Paper 
Currency  Reserve  rather  than  fhfe  Treasury  balances  ? — 
Yes. 

6155.  (Sir  Ernest  CaUe.)  I  think  you  said  that 
when  the  Gold  Standard  Reserve  had  reached  a  sum  of 
26  miilions  you  would  regard  that  as  a  safe  figure  ?■-— 
Y  es,  in  the  present  circuim'stances. 

6166."Then7' when 'that  sum  had -been- reached,-  1 
presume  you  would  agree  that  the  profits  on  the  silver 
coinage  might  then  safely  be  utilized  in  the  general 
expenditure  of  the  country  on  productive  public  works  ? 
—Tes.  ■  ■    '■ 

6157.  The  whole  tendency  of  your  evidence,  of 
course,  is  in  favour  of  a  gold  currency  ? — YeS. 

6158.  And  so  far  as  that  would  be  successful,  those 
profits  would  be  diminished  ? — Yes.      ' 

6159.  You  would  regard  that  loss  of  profits  with 
equanimity  ?  —  Tes,  1  think  that  Government  should 
not  look  at  the  profits  on  the  token  currency  in  the 
light  of  revenue. 

6160.  But  still,  there  would  be  a  profit  kfter  your 
25  millions  had  been  reached  ?— Tes.  I  think  it  would  be 
necessary,  though,  to  regard  that  profit  with  very 
great  caution,  so  as  to  avoid  any  temptation  on  the 
part  of  Government  to  issue  excessive  token  cm-- 
rency  merely  with  the  object  of  making  a  profit  on 
itv^    I  think,  that  would -have   to   be  guarded  against 

vei-y  carefully.  ,    .        ,    ,  i  j 

6161.  Then,  that  profit  bemg  lost,  you  would 
suo-gest  I  suppose,  that  the  requirements  of  the 
country  shoiild  be  met  by  raising  more  loans  ?— The 
Government  requirements,  yes. 

6162  I  think  you  said  the. other  day  that  a  very 
large  amount  could  be  raised  by  3|  per  cent,  loans 
on  the  present  terms?— I  think  some  more  could  be 
raised.  I  do  not  know  that  I  said  "  very  large,  biit 
I  think  more  money  could  be  raised. 

6163  I  think  you  will  admit  that  India  is  paymg 
rather  less  than  the  rest  of  the  world  for  its  money,  is 
it  not?— Tes,  that  is  the  source  of  the  difficulty..    1 


think  if  Government  were  to  pay  a  trifle  more  for 
their  loans,  just  as  other  Governments  have  been 
forced  to  do, '  there  would  be  plenty  of  capital  forth- 
coming. 

6164.  If  they  revised  the  terms  of  the  loans  and 
brought  them  up  to  date,  so  to  speak,  in  the  matter  of 
terms  and  conditions,  we  should  not  be  in  constant 
need  of  money  for  developing  the  country? — No,  I 
think  there  would  be  practically  unlimited  money  f  oith- 
coming. 

6165.  {Sir  Bdbert  Chalmers.)  But,  of  course,  every- 
thing  turns  on  price  ? — Tes. 

6166.  If  you  offered  8  per  cent,  you  could  get  any 
amount  of  money  ? — Tes.  I  think  a  great  deal  of  the 
diflSculty  which  the  Government  of  India  at  present 
have  in  raising  their  funds  arises  from  the  fact  that 
they  are  n6t  paying  perhaps  quite  enough  in  com- 
parison with  what  other  countries  have  been  forced  to 
.pay  for  new  capital  issues. 

6167.  Do  yoii  make  that  remark  as  a  stricture  on 
the  Government  of  India  ? — No. 

6168.  On  the  contrary,  they  have  been  husbanding 
their  credit  as  much  as  they  can  ?  — Tes. 

6169.  (iSiV  Ernest  Cable.)  Do  you  not  think  they 
have  done  the  country  harm  by  delaying  development 
owing  to  the  too  conservative  terms  upon  which 
they  are  trying  to  raise  money? — I  do  not  think  I 
would  be  prepared  to  go  as  far  as  to  say  that  harm 
had  been  done. 

6170.  [Mr.  Keynes.)  In  paragraph  6  of  Part  IV.  of 
your  memorandum  (page  560)  you  say:  "No  other 
"  nation  in  the  world,  that  I  am  aware  of,  holds  its 
"  gold  reserves  in  securities,  sUver,  and  short  loans  to 
"  private  borrowers  outside  its  own  country."  When 
you  say  "gold  reserves"  you  do  not  mean  reserves 
of  gold  coin  ;  you  mean  sterling  reserves  ?  —  No,  I 
mean  resei"ves  of  gold  coin. 

6171.  Would  you  maintain  that  India  holds  her 
reserve  of  gold  coin  in  silver? — ^She  holds  a  substantial 
proportion  of  the  Gold  Standard  Reserve,  whicti  was 
created  with  the  special  object  of  redeeming  the  gold 
currency,  in  silver. 

6172.  I  am  putting  it  to  you,  that  if  by  "gold" 
yOu'  mean  gold  coin,  then,  of  course,  no  nation  can 
possibly  hold  its  gold  coin  in  silver  ?— No. 

6173.  If  you  mean  by  "  gold "  sterling  resources 
? — NOj'I  do  not  mean  sterling  resources. 

6174.  Then  are  not  there  other  countries  which 
follow  the  sa^ie  practice  as  India  ? — No,  I  mean  gold 
reserve.  I  think  I  stated  "  gold  reserve,"  by  which  I 
mean  a  reserve"  of  gold,  and  1  argue  tlM.t  the  Gold 
Standard  Reserve  was  intended,  and  was  originally 
meant,  to  be  a  reserve  of  gold.  That  is  what  it  was 
intended  to  be — a  reserve  of  gold — and,  in  so  far  as 
Government  have  departed  from  the  recommendations 
of  the  Fowler  Committee  they  are  not  holding  reserves 
of  gold,  but  they  are  holding  silver,  securities  and 
loans,  which  I  think  is  very  bad. 

6175.  Tou  are  awai-e  that  there  are  other  nations 
which  hold  their  sterling  reserves  in  the  forms  you 
describe  ? — Tes. 

6176.  So  that  the  reference  to  other  nations  in  this 
connection  is  epigrammatic  rather  than  argumenta- 
tive ? — I  think  the  statement  of  fact  as  I  have  made  it 
is  quite  accurate  ;  I  believe  so. 

6177.  I  do  not  think  anyone  could  deny  it  as  a 
statement  of  fact  if  by  "  gold  reserve  "  you  mean  gold 
coin  reserve ;  and  I  will  leave  it  at  that.  Would  you 
maiatain  that  the  purposes  for  which  India  holds 
sterling  reserves  abroad  is  materially  different  from 
the  purposes  for  which  other  countries  hold  sterling 
reserves  abroad  ? — ^I  believe  it  is  materially  the  same ; 
the  reason  is  materially  the  same. 

6178.  So  that  you  wiU  agree  with  me  that  the 
practice  of  India  in  this  matter  is  the  same,  whether 
right  or  wrong,  as  certain  other  important  countries  ? 
— Tes,  it  is  the  same  in  some  respects. 

6179.  I  should  like  to  ask  you  one  or  two  questions 
on  this  matter  of  holding  gold  in  India  or  London. 
In  reply  to  the  Chairman  this  morning  you  gave  it  as 
youi-  main  reason  for  -wishing  the  gold  to  be  held  in 
India,  as  I  understood,  that  if  the  gold  was  held  in 
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London  it  probably  would  not  be  gold  ? — That  is  part 
of  the  reason. 

6180.  If  it  were  gold  you  would  not  have  so  much 
objection  ?  —  Not  so  much,  but  I  should  still  feel 
nervous  lest  the  gold  were  appropriated  in  a  crisis  for 
London's  needs  rather  thaa  India's  needs. 

6181.  There  are  two  points:  There  is  the  form  in 
which  your  sterling  resources  are  to  be  held,  whether 
securities  or  gold  ;  and  there  is  the  second  question : 
When  it  has  been  determined  how  much  gold  is  to 
be  held,  where  that  gold  is  to  be  kept  ? — ^Tes. 

6182.  Putting  aside  the  first  point,  after  it  has 
been  settled  how  much  gold  is  to  be  held,  do  you 
think  there  is  then  much  advantage  in  holding  the 
gold  in  India  rather  than  in  London  ? — Tes  ;  so  long 
as  the  gold  reserves  in  London  stand  at  their  present 
figure,  as  a  matter  of  caution  I  should  certainly  hold 
India's  gold  reserves  in  India. 

6183.  And  your  only  reason  for  that  is  that  you 
think  the  Secretary  of  State  might  unearmark  gold 
when  strictly  from  India's  point  of  view  it  was  not 
necessary  ? — ^Tes. 

6184.  I  want  to  put  to  you  in  regai-d  to  that  this 
question :  In  difficult  times  in  London  is  not  India 
quite  exceptionally  at  the  mercy  of  a  high  London 
bank  rate  ?  Supposing  that  the  London  money  market 
was  in  extremis,  and  wanting  gold  from  all  possible 
sources,  and  putting  up  its  bank  i-ate,  and  taking  other 
measures  with  that  same  end,  could  not  India  be  forced 
to  repay  sums  which  she  had  borrowed  at  short  notice, 
and  so  make  her  gold  available  to  the  London  money 
market  ? — The  sums  which  India  boiTows  repayable  at 
short  notice  are  very  small  relatively.  It  is  generally 
the  other  way  about ;  recently,  it  has  certainly  been 
London  that  owes  India  money  borrowed  and  repayable 
at  short  notice. 

6185.  Ton  are  aware,  for  example,  that  the  banks 
raise  very  large  sums  in  London  at  short  notice  ? — 
Tes. 

6186.  And  operate  in  India  ? — Tes. 

6187.  There  are  a  great  number  of  business  houses 
with  connections  both  in  this  country  and  in  India ; 
and  with  the  London  bank  I'ate  up  to  7  or  8  per  cent, 
they  would  all  wish  to  get  as  much  money  home  as 
they  could  ? — It  depends  on  what  the  house  was,  and 
the  nature  of  the  business.  It  is  not  because  there  is 
such  a  high  bank  rate  in  London  that  therefore  people 
necessarily  remit  money  from  India  to  London. 

6188.  But  there  would  be  the  general  tendency  for 
at  any  rate  some  persons  to  wish  to  hold  a  larger  pro- 
portion of  their  funds  in  London  than  usual,  and  a  less 
proportion  in  India  ? — Tes,  there  would  be  a  tendency. 

6189.  And,  owing  to  the  close  relations  between 
India  and  London,  that  would  be  so  to  a  greater  extent, 
perhaps,  in  the  case  of  India  than  in  the  case  of  any 
other  country  ? — Possibly. 

6190.  I  suggest,  therefore,  that  in  a  case  of  extreme 
stringency,  such  as  you  are  considering,  it  is  quite 
conceivable  that  it  would  be  necessary  for  the  Secretary 
of  State  to  unearmark  gold  in  the  interests  of  India. 
If  London  really  wants  India's  gold  she  can  get  it  by 
perfectly  legitimate  means  ? — I  think  she  can  get  some 
of  the  gold,  yes. 

6191.  I  will  even  go  so  far  as  to  say  this,  that  the 
veiy  reason  why  India  has  to  keep  a  gold  reserve  is 
because  she  is  at  the  mercy  of  London  when  London 
is  in  difficulties  of  this  kind ;  or  that  is  one  of  the 
reasons  ? — I  could  not  acquiesce  in  that  view.  I  think 
that  India  is  in  a  very  powerful  position  indeed. 

6192.  I  mean  that  a  country  which  is  a  borrower 
rather  than  a  lender,  and  can  be  compelled  to  pay 
money,  has  to  keep  larger  reserves  than  a  country 
which  is  a  lender  rather  than  a  borrower  ? — Tes,  but  I 
do  not  think  India  borrows  short  period  loans  so  largely 
as  to  make  that  a  danger  to  India. 

6193.  The  point  I  am  tiying  to  bring  forward  is,  of 
jjourse,  independent  of  the  balance  of  trade  in  commo- 
dities ? — Tes. 

6194.  I  am  thinking  not  so  much  of  the  case  where 
India  is  in  difficulties  because  of  the  falling  ofE  of  her 
exports,  as  of  the  case  in  which  it  is  to  the  advantage 
of  most  private  persons  to  remit  funds  back  from  India 
to  London  so  far  as  they  possibly  can  ;  and  I  am  argu- 


ing that  the  funds  which  are  available  to  private 
persons  in  such  circumstances  are  at  any  rate  as  large 
or  larger,  as  between  India  and  London  than  as  between 
almost  any  other  pair  of  countries  .' — I  do  not  know. 

6195.  We  know  that  even  in  the  case  of  South 
American  countries  the  power  of  a  high  bank  rate  in 
making  people  remit  back  is  very  strong,  and  I  sviggest 
to  you  that  in  the  case  of  India  it  would  reaUy  be 
stronger  ? — I  should  not  like  to  say.  I  can  quite  con- 
ceive that,  in  such  an  emergency,  it  might  be  necessaiy 
to  raise  the  bank  rate  in  India  to  prevent  money  going 
back,  and  I  can  quite  conceive  that  India  would  most 
successfully  carry  out  that  operation. 

6196.  But  why  should  India  want  to? — Because 
India  has  a  large  trade  of  hfer  own  to  cany  on  which 
needs  financing. 

6197.  {Sir  Robert  Chalmers.)  Where  is  the  ultimate 
settlement  of  the  financing  of  India's  trade  P — Probably 
in  London. 

6198.  {Mr.  Keynes.)  I  do  not  want  to  press  this  point 
any  further  because  I  think  I  have  really  got  your 
opinion,  but  I  should  like  your  answer  to  this  final 
question :  Ton  do  not  agree  with  me,  I  think,  in  hold- 
ing that  one  of  the  reasons  why  India  has  to  keep  a 
large  resei-ve  is  because  of  her  close  connection  with 
London  and  because  of  her  being  borrower  rather  than 
lender  in  the  international  short  loan  market  ? — I  do 
not  think  that  is  the  principal  reason. 

6199.  And  it  is  a  difference  of  opinion  on  that 
point  which  leads  up  to  the  other  difference  of  opinion 
as  to  the  likelihood  of  the  Secretary  of  State  being 
even  tempted  to  unearmark  gold  in  a  crisis  contrary 
to  India's  interest  ?-^I  have  never  heard  it  suggested 
or  put  foi-ward  as  an  argument  that  the  Gold  Standard 
Reserve  has  been  created  for  the  particular  pui-poses 
which  you  suggest.  The  only  object  for  which  I  know 
that  the  Gold  Standard  Reserve  was  created  was  to 
provide  for  a  reversal  in  the  balance  of  the  trade 
necessitating  gold  exports  from  India  —  monetary 
exports  from  India. 

6200.  But  there  is  not  the  slightest  difference 
between  the  need  for  remittance  caused  by  having  to 
repay  loans  which  are  due  and  that  caused  by  having 
to  pay  for  new  purchases,  is  there  ? — No. 

6201.  Tour  last  point  is  not  in  the  least  relevant  to 
the  argument,  is  it  ? — It  is  relevant  in  this  sense,  that 
I  have  never  heard  it  suggested  that  it  was  necessary 
to  ci'eate  a  Gold  Standard  Reserve  for  other  purposes 
than  the  reversal  in  the  balance  of  trade  in  com- 
modities; I  have  never  heard  it  so  argued.  The 
ultimate  effect,  of  course,  is  the  same,  however  the 
reversal  of  trade  comes  about,  but  the  Gold  Standard 
Reserve  has  been  created,  so  fai'  as  my  knowledge  goes, 
with  the  special  object  of  providing  gold  for  meeting 
a  reversal  in  the  trade  balance  and  for  no  other  reason. 

6202.  Ton  mean  simply  that  this  point  which  I  am 
suggesting,  namely,  that  the  Gold  Standard  Reserve 
also  be  used  in  cases  where  India  is  (a,lled  on  to  repay, 
is  a  new  one  to  you? — It  may  be  so,  but  I  do  not 
regard  it  as  an  important  point,  because  I  do  not  think 
the  amount  which  would  have  to  be  repaid  in  such 
circumslances  as  you  suggest  would  be  very  large. 

6203.  Tour  previous  answer  merely  meant  that  you 
had  not  heard  people  argue  on  the  same  lines  as  I  was 
arguing  now.     Tou  did  not  mean  anything  else  ? — Tes. 

6204.  In  answer  to  the  Chairman,  you  agreed  with 
him,  I  think,  that  it  would  be  a  little  unsafe  at  a  crisis 
to  rely  wholly  on  gold  in  circulation,  even  if  it  was  in 
cii-culation  to  a  large  extent  ? — Tes. 

6205.  And  that  you  were  relying  on  the  gold  in  the 
Paper  Currency  Resei-ve  ?— Tes  ;  that  was  in  reply  to 
a  question  by  Sir  Robert  Chalmers. 

6206.  The  amount  of  gold  in  the  Paper  Currency 
Reserve  depends  upon  the  circulation  of  notes  being 
increased  ?— Tes,  increased  gold  depends  largely  on  an 
increased  use  of  the  paper  currency. 

6207.  And  upon  the  circulation  of  rupees  not  being 
diminished?— Tes,  and  upon  the  note  circulation  not 
being  diminished. 

6208.  So  that  any  measure  which  sets  up  a  rival  to 
the  paper  currency  and  to  rupees  is  likely  to  have  some 
tendency  to  diminish  the  amount  of  gold  held  in  the 
Paper  Currency  Reserve  ? — Tes,  some  tendency. 
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6209.  If,  therefore,  you  are  relying  mainly  on  gold 
in  the  Paper  Currency  Reserve,  you  would  wish  rather 
for  a  continuance  and  extension  of  the  present  an-ange- 
ments  rather  than  for  some  new  one  ? — Not  necessarily. 

6210.  In  so  far  as  you  are  depending  on  gold  in  the 
Paper  Currency  Reserve,  you  would  wish  for  what  I 
have  suggested  ? — No,  I  do  not  follow  that. 

6211.  You  agree  with  me  that  if  notes  are  being 
used  more,  and  if  rupees  are  not  being  used  less,  then 
there  is  the  more  gold  in  the  Paper  Currency  Reserve 
than  would  otherwise  be  the  case  ? — Tes. 

6212.  Therefore,  if  you  are  relying  mainly  on  gold 
in  the  Paper  CuiTency  Reserve,  you  must  wish  for  an 
increase  of  notes  which  is  accompanied  by  no  great 
diminution  in  the  use  of  rupees  ? — Tes. 

6213.  And  the  contrary  policy  would  lead  to  there 
being  less  gold  in  the  Paper  Currency  Reserve  ? — Yes. 

6214.  And  therefore,  in  so  far  as  you  are  relying 
upon  gold  in  the  Paper  Currency  Reserve,  to  more 
weakness  rather  than  to  more  strength  in  a  crisis  ? — I 
do  not  follow  that  last  question. 

6215.  In  so  far  as  you  are  relying  on  gold  in  the 
Paper  Currency  Resei-ve,  an  alteration  of  policy  would 
lead  to  more  weakness  rather  than  to  more  strength  in 
a  crisis  ? — I  am  afraid  I  do  not  follow. 

6216.  (Chairman.)  Would  it  help  if  it  were  put  to 
the  witness  the  other  way  ?  He  would  see  better  what 
you  are  meaning.  (To  the  witness.)  Suppose  you 
diminished  the  number  of  notes  in  circulation  and  the 
number  of  rupees  in  circulation  by  increasing  the 
amount  of  gold  in  circulation,  you  have  pro  tanto 
diminished  the  amount  of  gold  in  the  Paper  Currency 
Reserve ;  is  not  that  so  ? — ^In  the  reserve,  yes,  that  is 
right. 

6217.  But  the  presence  of  gold  in  the  Paper 
Cun-ency  Reserve  in  large  quantities  is  essential  to  the 
success  of  your  policy,  is  it  not  ? — Yes. 

6218.  Therefore  anything  which  diminishes  the 
amount  of  notes  and  rupees  in  circulation  jeopardises 
the  success  of  your  policy  ? — Yes,  I  follow  that  line  of 
argument. 

6219.  That  is  only  beginning  at  the  other  end  ? — 
I  understand  this  line  of  questioning  now  is :  If  you  had 
no  Paper  Currency  Reserve  your  scheme  would  be 
perhaps  considerably  jeopardised.  That  is  the  direction 
in  winch  the  examination  leads.  Do  I  follow  that 
coiTectly  P  I  understand  it  to  be  that  if  you  did  away 
with  the  Paper  Ctirrency  Reserve  you  would  have  no 
gold  in  the  Paper  Currency  Reserve,  and  therefore 
what  would  you  depend  upon  for  export. 

6220.  That  is  the  extreme  case  ? — That  is  the 
extreme,  yes. 

6221.  And  that  in  proportion  as  you  diminish  the 
note  and  rupee  circulation  you  diminish  gold  in  the 
Paper  Cturency  Reserve  ? — Yes,  I  have  followed  that 
correctly,  I  think. 

6222.  (Mr.  Keynes.)  There  is  also  the  further  point 
which  I  want  to  imply,  namely,  that  if  rupees  are  driven 
out  of  circulation  the  only  home  they  would  have  would 
be  in  the  Paper  Currency  Reserve,  and  that  they  must 
displace  gold  there  ;  there  is  that  point  also  ? — It  is  so. 
It  is  a  theoretical  possibility.  It  has  no  practical 
probability  about  it,  I  think. 

6223.  In  paragraph  1  of  Part  VI.  (pp.  563-4)  you 
say  that  there  has  been  delay  in  the  growth  of  confidence 
resulting  in  cheap  capital  being  withheld  from  India 
which  would  otherwise  have  flowed  there  ? — Yes. 

6224.  What  evidence  have  you  of  that  ? — Evidence 
of  my  own  practical  experience  as  a  financier  and 
banker. 

6225.  You  could  not  make  it  in  the  least  specific  ? — 
I  could  not  write  down  for  you  individual  instances  of 
people  whose  nervousness  had  prevented  their  sending 
their  money  out  to  India,  and  I  should  not  care  to  do 
so  if  I  could. 

6226.  But  you  have  in  your  own  experience  met 
persons  who  were  prevented  from  investing  in  India 
because  of  their  lack  of  confidence  in  the  stability  of 
the  rupee  ? — Yes. 

6227.  There  is  no  instance  that  you  care  to  specify 
about  that  ? — No,  I  can  give  no  names. 

6228.  I  have  only  one  final  question  to  ask.  We 
are  aware,   of  course,  that  you  haA  p  wi-itten  a  great 
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deal  in  the  press   and    elsewhere  in  regard  [to  the 
questions  which  we  are  investigating  ? — Yes. 

6229.  May  we  understaild  that  in  the  memoi-andum 
which  you  have  submitted  (see  Appendix  XXI., page  550), 
and  in  your  evidence  of  last  week  and  this  moi-mng,  you 
have  brought  to  our  notice  all  those  criticisms  and 
considerations  which  you  think  important  and  deserving 
our  attention  ? — Yes,  I  think  so  in  relation  to  the 
matters  referred  to  this  Commission  for  consideration, 
but  not  in  connection  with  any  other  matters. 

6230.  (Sir  Shapwrji  Broacha.)  Your  great  objection 
to  keeping  gold  here  is  that  the  temptation  is  too  great 
in  time  of  crisis  ? — Yes. 

6231.  If  the  Secretary  of  State  at  a  certain  juncture 
wishes  gold  to  come  out  from  India  to  here,  can  the 
Government  of  India  refuse  the  order  ? — I  should  think 
not. 

6232.  Then  where  is  the  great  safety  of  keeping  it 
in  India  ?  If  England  requires  it  she  will  order  it  ? — My 
line  of  argument  was  this,  that  it  is  recognised  on  all 
hands  that  there  is  not  sufficient  gold  in  London  at 
the  present  moment  proportionate  with  the  banking 
liabilities  of  the  London  banks,  and  consequently  it  is 
common  knowledge  that  the  London  banks  are  at  the 
present  moment  putting  their  heads  together  to  devise 
means  by  which  they  can  persuade  each  other  to  hold 
larger  gold  reserves.  In  those  circumstances  I  think 
it  would  be  safe  for  India  in  the  meantime  to  hold  its 
own  gold  reserves  in  India.  That  is  my  line  of  argu- 
ment. 

6233.  Suppose  it  is  called  up  P — If  it  is  called  up  by 
the  public  it  can  be  remitted. 

6234.  Then  there  is  not  such  great  safety  as  you 
think  by  keeping  it  in  India ;  it  is  safer  here.  Do  you 
not  think  so  P — No,  I  do  not  think  so.  At  the  present 
moment  there  are  over  16  millions  invested  in  London  on 
behalf  of  India  in  the  securities  in  the  Gold  Standard 
Reserve,  and  I  do  not  think  that  six  millions  of  those 
16  millions  could  be  realised  to-morrow  if  the  cash 
were  urgently  wanted  in  London. 

6235.  You  say  all  fiduciary  securities  should  be 
invested  in  rupee  securities  and  not  in  sterling  P — As 
far  as  possible. 

6236.  There  is  a  danger  of  not  being  able  to  sell 
sterling  securities ;  is  not  that  so  P — Except  at  a  very 
heavy  loss. 

6237.  Would  not  that  happen  in  India  supposing 
there  were  a  rebellion  ?  You  would  have  to  sell  at 
half  the  price  where  you  could  sell  at  all.  Is  it  not 
better  to  put  your  eggs  into  two  baskets  instead  of 
one  P — I  regard  the  policy  which  I  am  advocating  as 
precisely  what  you  are  suggesting,  namely,  putting  my 
eggs  into  two  baskets  instead  of  one.  That  is  my 
policy.  If  the  money  is  in  London,  I  regard  the  eggs 
as  being  in  one  basket;  but  if  the  money  is  half  in 
London  and  half  in  India,  I  regard  the  eggs  as  being 
in  two  baskets. 

6238.  I  am  talking  of  fiduciary  securities.  You  do 
not  want  two  Bullions  to  be  invested  in  London  securi- 
ties, but  you  would  have  12  crores  in  Indian  securities  ? 
—Yes. 

6239.  In  talking  of  the  two  baskets,  I  am  speaking 
of  those  two  securities? — No,  I  do  not  think  it  is 
desirable  to  invest  a  reserve  against  the  Indian  paper 
currency  outside  India ;  I  do  not  thiak  it  necessary. 

6240.  Would  it  not  be  safer  to  have  half  in  English 
securities  and  half  in  Indian  securities  P — I  do  not 
think  so  ;  I  do  not  think  that  that  is  necessaiy  as  a 
matter  of  practical  business  in  connection  with  the 
Paper  Currency  Reserve. 

6241.  When  there  is  a  raid  in  time  of  crisis  in 
India,  would  it  not  be  better  that  some  surplus  should 
be  here  which  you  could  sell  ? — I  do  not  know  what 
the  use  of  a  surpltis  in  London  would  be  in  such  an 
emergency.  I  do  not  know  how  it  could  be  brought 
immediately  to  the  assistance  of  the  Government  of 
India. 

6242.  You  say,  of  course,  that  you  approve  of  the 
present  cuiTency  aiTangement — the  notes;  you  think 
that  it  is  well  managed  by  the  Government  ? — The 
paper  cun-ency,  yes. 
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6243.  And  people  think  paper  issued  by  Grovem- 
ment  safer  than  paper  issued  by  a  bank  ? — I  think  they 
do,  undoubtedly. 

6244.  It  will  take  a  long  time  to  accustom  them  to 
bank  paper  ? — Yes. 

6245.  The  fiduciary  surplus  in  the  paper  currency 
is  about  20  per  cent,  at  present ;  it  is  14  crores  against 
70  crores,  which  is  20  per  cent.  ? — Tes,  roughly. 

6246.  In  England  it  is  about  33  per  cent.  ? — Tes. 

6247.  When  the  Government  are  not  able  to  afford 
any  assistance  to"  the  trade,  would  you  allow  the 
Currency  Department  to  lend  between  20  and  33  per 
cent,  of  the  cuiTency  balances  ;  would  it  be  unsafe  ? — 
No,  I  do  not  think  it  would  be  unsafe. 

6248.  (Sir  Robert  Chalmers.)  Toui'  opinion  would 
turn  to  some  extent  on  the  amount  ? — Tes,  the  amount 
and  the  conditions  of  the  moment.  It  would  be  vei'y 
difficult  to  lay  dotm  any  hard  and  fast  rule  which 
would  be  applicable  in  any  month  and  in  any  year, 
no  matter  what  the  political  or  other  conditions  might 
be. 

6249.  (Sir  Shapv/rji  Broacha.)  Tou  fix  the  liquid 
gold  reserve  at  25  millions  ? — In  the  Gold  Standard 
Reserve,  and  under  present  conditions,  yes. 

6250.  Would  it  not  be  better  if  it  were  all  put  into 
gold  ? — If  there  is  a  large  quantity  of  gold  in  the  Paper 
Cui-rency  Reserve,  and  if  there  is  gold  freely  in  circu- 
lation, I  do  not  think  it  would  be  ever  necessary  to 
hold  more  than  25  millions  in  the  Gold  Standard 
Reserve. 

6251.  Do  you  know  other  countries  are  scrambling 
for  gold  and  losing  interest  ? — They  always  hold  very 
large  gold  reserves.  Every  other  countiy  holds  larger 
gold  reserves  than  we  do,  in  spite  of  the  loss  of 
interest. 

6252.  Why  should  not  India  do  that? — I  think 
India  should  hold  a  larger  reserve  of  gold.  That  is 
entirely  my  line  of  argument. 

6253.  Tou  said  something  about  the  organisation  of 
the  India  Office.  Would  you  prefer  that  every  Finance 
Minister  retiring  should  be  on  the  Finance  Committee 
until  another  Finance  Minister  retired,  because  then,  of 
course,  they  wiU.  be  fresh  anyhow  every  five  years  ? — 
Thei'e  is  much  to  be  said  for  that. 

6254.  For  instance,  a  Finance  Minister  is  retiring 
now.  If  he  serves  for  five  years  or  four  years  until  the 
other  retires,  we  should  always  get  sufficient  knowledge 
from  India  ? — There  is  something  to  be  said  for  that. 

6255.  Aji  Anglo-Indian  retired  bank  manager  would 
not  be  of  much  use  unless  he  had  only  retired  for  two 
or  thi-ee  years,  would  he  ? — Possibly  not. 

6256.  Because  the  man  who  knows  and  is  in  inti- 
mate toijch  with  India  is  a  working  manager  ? — Tes. 
It  is  possible  that  an  appointment  to  the  Secretary  of 
State's  Council  might  expedite  his  retirement. 

6257.  Who  ships  gold  in  a  crisis  for  the  maintenance 
of  exchange  ?  Is  it  tha  people  ? — The  banks,  probably, 
and  large  mercantile  firms. 

6258.  According  to  you,  they  will  have  to  go  to  the 
Currency  Department  ? — ^Probably. 

6259.  They  will  not  get  it  from  the  people.? — Partly 
from  the  people. 

6260.  Do  you  think  as  long  as  they  have  rupees 
and  notes  enough  for  exchange  they  will  ever  part  with 
their  gold  ? — ^I  think  so. 

6261.  Have  you  any  reason  to  think  so  ? — If  gold  is 
circulating  freely,  I  have  no  reason  to  suppose  that 
there  will  be  any  reluctance  on  the  part  of  the  people 
to  pay  gold. 

6262.  Tou  think  so  ? — ^I  think  so,  if  gold  is  circu- 
lating freely. 

6263.  Do  you  think  I  would  give  my  gold  in  a  time 
of  crisis  ? — ^I  do  not  know. 

6264.  I  can  tell  you  one  instance :  In  the  acute 
crisis  of  the  Balkans  I  am  given  to  understand  that  a 
man  just  wrote  a  cheque  for  100,000Z.  on  the  Bank  of 
England  and  took  it  out  in  actual  gold  ? — Tes. 

6265.  Do  you  think  that  is  less  likely  in  India, 
where  they  know  nothing  but  metal  ? — I  do  not  think 
myself  it  would  be  so.  If  gold  is  cii-culating  freely,  in 
the  event  of  a  reveisal  of  the  balance  of  trade,  I  do  not 
think  that  the  gieat  mass  of  the  people,  who  know 
nothing  about  the  balance  of  trade,  would  create  any 


difficulty  in  the  way  of  passing  gold  from  hand  to  hand 
any  more  than  silver. 

6266.  Again,  if  you  are  able  to  borrow  largely  in 
India  for  public  works,  part  of  that  will  be  sent  here 
again  and  more  gold  wiU  be  required,  even  in  that  case, 
in  England  than  in  India  ?— That  will  be  adjusted  in 
the  balance  of  trade. 

6267.  But  how  is  the  Secretary  of  State  to  take  the 
gold  out  ?  The  Government  of  India  have  to  remit  to 
England .'' — Not  necessarily  gold. 

6268.  The  Secretary  of  State  must  sell  drafts  ?— 
Not  necessarily  in  gold.  Remittances  may  come  to 
England  in  the  form  of  surplus  produce. 

6269.  (Sir  James  Beghie.)  Tou  remarked  with  regard 
to  the  silver  branch  of  the  Gold  Standard  Reserve  that 
you  think  it  should  be  transferred  to  the  Paper  Currency 
Reserve  ? — Tes. 

6270.  When  would  you  do  that ;  would  you  do  that 
at  once  ? — Tes. 

6271.  These  are  rupees  which  have  been  coined  out- 
side the  public  demand  for  rupees  ? — Tes. 

6272.  I  understood  you  to  say  that  you  would  only 
issue  rupees  at  a  certain  i-ate  of  exchange  ? — Tes. 

6273.  Tou  would  not  apply  that  principle  to  this 
silver  branch  ? — I  would  apply  it  with  regard  to  the 
rate  at  which  the  transfer  was  made,  yes ;  in  adjusting 
the  book  entry,  I  should  make  the  transfer  at  the 
import  specie  point. 

6274.  Do  you  think  it  is  quite  legitimate  to  add 
rupees  to  the  currency  in  this  way  and  to  take  gold  in 
exchange  for  them  ? — ^Tes,  I  think  it  is  quite  legitimate 
in  the  present  case  of  the  Paper  Currency  Resei-ve 
and  the  Gold  Standard  Reserve. 

6275.  It  is  an  addition  to  the  silver  currency  which 
is  not  demanded  by  the  public  ? — Tes,  I  do  not  think 
that  the  present  four  millions  of  silver  in  the  Gold 
Standard  Reserve  has  ever  been  demanded  by  the 
public. 

6276.  But  you  see  no  objection  to  putting  that 
silver  into  the  Paper  Currency  Reserve  and  taking 
gold  out  in  exchange? — No,  I  see  no  objection  in 
this  particular  case.  I  think  it  is  desirable  to '  do  that 
to  remove  the  present  absurdity  of  holding  silver  in 
the  Gold  Standard  Reserve. 

6277.  With  regard  to  your  proposal  about  the  Gold 
Standard  Reserve,  you  suggest  that  seven  millions 
should  be  held  in  securities  and  the  balance  in  gold  ? 
—Tes. 

6278.  In  the  event  of  the  reserve  being  used,  I 
understand  you  would  draw  upon  the  invested  resei-ve 
first  of  all  ? — That  would  depend  upon  the  conditions 
of  the  moment.  If  selling  the  securities  in  the  reserve 
involved  very  heavy  loss,  then  I  should  probably  suggest 
shipping  gold  from  India.  If  the  securities  could  be 
sold  at  a  profit  I  should  seU  them  first,  certainly. 

6279.  There  is  a  great  advantage  in  shipping  gold, 
is  there  not,  in  place  of  the  present  procedure  of  selling 
bills  against  the  Gold  Standard  Reserve  in  London  ? 
If  gold  is  exported  from  India  to  support  exchange, 
the  first  effect  is  to  reduce  the  Indian  currency  ? — Tes. 

6280.  The  effect  on  the  other  side,  supposing  that 
the  gold  is  shipped  to  London,  is  to  increase  the 
cun-ency  in  London  i" — ^Tes ;  that  is  a  very  desirable 
and  normal  movement,  in  my  opinion. 

6281.  And  that  effect  is  lost  if  you  sell  biUs  instead 
of  shipping  the  gold  ? — Tes,  exactly. 

6282.  With  regard  to  the  metal  coming  out  of 
hoards,  I  am  not  quite  sure  that  I  understood  what  you 
said  to-day.  Do  you  think  that  metal  only  comes  out 
of  hoards  in  famine  times — I  mean  metallic  gold  ? — I 
find  it  very  difficult  to  say  under  what  circumstances 
metal  comes  oiit  of  hoards,  because  I  think  there  is  a 
great  deal  of  misundei-standing  with  regard  to  hoards. 
I  regard  a  hoard  as  merely  in  many  instances  a 
merchant's  floating  cash  which  he  keeps  in  his  house. 
Dnder  what  circumstances  he  brings  that  cash  out  it 
is  veiy  difficult  to  say.  Of  course,  in  times  of  famine, 
cash  is  released  largely.  It  used  to  be  silver  ornaments 
before  the  closing  of  the  mints,  but  now  it  would  be 
cash,  no  doubt. 

6283.  Tou  remember  the  circumstances  of  1894, 
when  exchange  feU  to  such  an  extent  ? — ^Tes. 
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6284.  At  that  tjpia  very  large  quantities  of  gold 
came  out  of  hoards  ?— Tes,  they  did,  tempted  by  the 
low  rate  of  exchange. 

6285.  And  the  high  rate  of  gold  ?— And  the  high 
rate  of  the  sovereign  in  India,.  I  remember  that  very 
krge  quantities  of  sovereigns  came  down  from  Persia  at 
that  tirae,  and  they  were  purchased  by  myself.  They 
were  William  IT.  sovereigns  in  perfect  condition. 

6286.  With  regard  to  the  loans  from  the  Paper 
Currency^  Reserve?  judging  from  past  experience, 
comparatively  small  amounts  would  ease  the  market, 
you  think  ? — I  think  so,  yes. 

.6287.  But  if  the  effect  was  to  ease  the  market,  that 
is  to  say,  to  lower  the  rate  of  discount,  the  demand  for 
those  loans  might  increase  ? — Tes,  it  probably  would. 

6288.  (Chairman.)  I  want  to  ask  one  or  two 
questions.  I  think  we  have  it  quite  clear  that  your 
great  objection  to  keeping  the  Gold  Reserve  in  London 
is  the  fact  that  the  English  gold  reserves  are  in- 
sufficient, and  therefore  you  think  that  the  Indian 
Gold  Reserve  would  be  in  danger  of  being  used  for 
other  than  its  proper  Indian  purposes  ? — In  the  event 
of  a  grave .  national  crisis,  yes  ;  not  in  any  other 
circumstances. 

6289.  Tou  criticise  the  English  position  because  in 
your  opinion  we  have  too  little  gold  in  reserve? — I 
think  BO  ;  I  think  the  reserves  of  gold  in  England  are 
dangerously  small. 

6290.  They  are  less  in  proportion  than  those  of 
any  other  great  Power  ? — Yes  ;  I  do  not  thiak  we 
should  necessarily  hold  the  same  proportion  as  any  other 
great  Power,  because  I  think  that  the  smallaess  of 
our  gold  reserves  is  in  a  measure  a  barometer  of  our 
civilisation,  but  I  do  think  that  the  reserves  of  gold 
in  London  at  present  have  been  cut  a  little  too  fine. 

6291.  On  the  other  hand,  we  have,  I  suppose,  a 
larger  gold  currency  in  actual  circulation  than  any 
other  nation  ? — Tes,  I  should  think  so. 

6292.  From  this  point  of  view  is  not  the  salient 
difference  between  our  system,  and,  say,  that  of  Prance, 
that  they  have  their  gold  in  reserve  and  tokens  in 
oirculgition,  whilst  we,  to  a  'much  larger  extent,  have 
our  gold  in  circulation  instead  of  in  reserve .'' — That 
may  be  so  to  some  extent,  yes. 

6293.  So  far  as  that  is  true,  does  not  the  present 
Indian  system  approximate  to  that  of  France  and 
differentiate  itself  from  that  of  England  ? — Tes,  to 
some  extent. 

6294.  The  effect  of  the  present  system  in  India 
being  to  put  a  much  larger  proportion  of  gold  into  the 
reserve  and  aJess  proportion  into  the  currency  ? — Tes, 
but  in  the  case  of  India  it  is  very  much  more  dangerous, 
because  I  think  India  is  not  in  a  position  to  maintain 
the  currency  in  the  same  way  that  France  is.  I  think 
it  is  attended  with  very  much  greater  risks  in  the  case 
of  India  than  it  is  in  the  case  of  France. 

6295.  Then  am  I  right  in  thinking  that  if  your 
policy  were  carried  out  you  would  reverse  the  position 
in  India  ;  you  would  draw  the  gold  out  of  the  reserves 
and  put  it  into  circulation  P — No,  not  out  of  the 
reserves.  Assuming  a  large  gold  currency  in  India, 
there  is  only  one  reserve  in  which  gold  would  or 
need  be  held,  in  my  opinion,  and  that  is  the  Paper 
Cun-ency  Reserve.  Apart  from  that,  for  the 
strengthening  of  the  credit  and  reputation  of  India 
I  should  like  to  see  as  much  gold  in  circulation  as 
possible,  but  not  at  the  expense  of  the  Indian  reserves. 

6296.  We  have  already  agreed  that,  in  so  far  as 
gold  in  circulation  takes  the  place  of  either  notes  or 
rupees,  it  must  be  at  the  expense  of  the  Paper  Ciurency 
Reserve  ? — Tes,  in  so  far  as  it  takes  the  place  of  that 
currency. 

6297.  Would  not  the  net  result  of  that  policy  be  to 
reproduce  in  India  the  position  which  you  ci-iticise  in 
London,  namely,  to  produce  a  condition  of  things 
in  which  there  would  be  compai-atively  little  gold  in 
reserve,  though  there  would  be  great  quantities  in 
circulation? — Not  necessarily,  I  think,  because  gold 
in  free  circulation  need  not  of  necessity  be  accom- 
panied by. small  gold  reserves.  In  thei  case  of  London 
th«  small  gold  receives  arise  from  no   other  reason 


than  the  disinclination  of  the  bankers  to  pay  the  cost 
of  keeping  higher  ones ;  that  is  all. 

6298.  Is  it  your  view  that  Indian  bankers  would  be 
wiser  or  more  patriotic,  and  that  they  would  make 
good  the  f  alling-off  in  the  Paper  CuiTenoy  Reserve  and 
keep  as  well  any  additional  reserve  that  was  needed  ? — 
I  do  not  see  that  the  Paper  Currency  Reserve  will,  or 
need,  dimiaish  with  the  increased  use  of  gold  as 
currency  in  India.  I  think  with  the  development  of 
the  country,  which  is  going  on  at  a  very  rapid  pace, 
there  will  be  an  increasing  use  both  of  paper  currency 
and  of  gold  in  India. 

6299.  (Mr.  Keynes.)  May  I  ask  a  question  ?  Tou 
are  clear  that  the  gold  which  you  wish  to  be  in  circu- 
lation is  not  to  be  in  place  of  notes,  and  is  not  to  be 
in  place  of  rupees  ? — Largely,  yes.  In  the  course  of  the 
development  of  the  country  the  gold  will  come  in.  1 
do  not  think  that,  the  new  gold  will  come  necessarily 
with  such  rapidity  as  to  displace  the  present  token 
currency  altogether.  It  wUl  possibly  at  first  displace 
it  to  a  small  extent,  but  what  I  am  anxious  is  that 
in  the  growth  of  the  currency  which  is  now  taking 
place  the  additions  should  not  be  made  in  depreciated 
silver  tokens,  but  rather  in  full  value  gold  coins. 

6300.  (Chairman.)    So   that   as   that   growth   pro- 
,  ceeded,  the  addition  to  India's  gold  would  remain  in 

the  form  of  currency,  but  not  in  the  form  of  reserve  ? 
—Both,  I  think. 

6301.  How  could  it  be  both? — Because  the  country 
is  growing  the  whole  time,  and  needing  more  currency 
the  whole  time,  and  also  it  is  advancing  in  civilisa- 
tion, so  that  there  would  be,  with  an  increasing  use  of 
gold  as  currency,  a  constantly  increasing  use  of  notes 

.  against  which  gold  or  securities  would  be  held  in  the 
Paper  Currency  Department. 

6302.  Tou  look  forward  to  such  a  growth  that 
there  would  be  plenty  of  room  for  the  addition,  I 
think  you  said,  of  something  like  70  millions  of  gold  to 
the  circulation? — Tes. 

6303.  And  at  the  same  time  for  a  considerable 
addition  of  notes  ? — Tes. 

6304.  Without  any  contraction  of  rupees  ? — With- 

,  out  any  very  serious  contraction  of  the  rupee 
circulation  other  than  arises  from  the  normal  and 
regular  export  of  rupees  from  India  to  East  Africa, 
&c.  I  think  I  estimated  that  it  would  take  7  to  10 
years,  perhaps,  to  bring  about  this  state  of  affairs. 

6305.  I  think  that  is  a  sanguine  estimate.  I  have 
asked  you  all  the  questions  which  I  want  to  put,  but 
before  you  leave  the  chair  I  should  like  to  give  you  an 
opportimity  of  adding  anything.  If  there  is  anything 
you  would  like  to  say  to  which  our  previous  questions 
have  not  given  occasion,  that  is,  of  course,  anything 
within  the  terms  of  our  reference,  please  say  it? — 
There  are  one  or  two  matters  in  which  I  should  like  to 
supplement  the  answers  I  have  already  given. 

6306.  Please  do  ? — Firstly  with  regard  to  the 
questions  put  to  me  by  Sir  Shapurji  Broaoha  on  the 

,  subject  of  my  opinions  now  being  different  from — ^in 
fact,  diametrically  opposite  to — what  they  were  15  or 
20  years  ago.  Several  critics  have  drawn  my  attention 
to  this  fact,  and  I  should  like  to  explain  to  the  Com- 
mission the  reason  why  I  advocate  a  freer  use  of 
gold  now  rather  than  a  freer  use  of  silver.  Fifteen  or 
20  years  ago  prices  aU  over  the  world  were  diminishing ; 
prices  were  going  down,  and  money  was  appreciating 
in  value.  The  construction  which  I  put  upon  that  was 
that  there  was  not  sufficient  metallic  money  in  the 
world  to  go  round,  and  therefore  that  it  was  desirable 
to  add  to  the  metallic  money  available.  Therefore,  in 
the  case  of  India  I  advocated  the  further  coinage  and 
use  of  silver  money.  But  since  then  the  position  has 
been  entu'ely  reversed,  and  the  output  of  gold  has  now 
become  so  enormous  that  to  that  gigantic  output  I 
attribute  the  fact  that  prices  all  over  the  world  are 
rapidly  rising,  which  I  regard  as  an  indication  that  the 
metallic  basis,  gold,  is  more  than  adequate  for  current 
requirements.  In  those  cii'cumstances,  I  think  to  add 
more  silver  to  an  already  abundant  supply  of  gold 
money  is  a  very  gi-ave  blunder,  and  that  it  is  calculated 
to  produce  very  serious  economic  crises  all  over  the 
world  owing  to  well-to-do  people  being  tempted  to 
over-trading     an&     over-speculation'   and    the    poor 
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population  being  pushed  on  to  the  verge  of  starva- 
tion.    For  these  rej.sons   I  strongly  protest  against 
the   coinage   of   further    silver    money   where   it  can 
be    avoided,  and   for   those    reasons  I  advocate   the 
further    use    of   gold.      That   is    the    explanation   of 
why  my  attitude  now  is  different  from  what    it   was 
20  years  ago.     Then  with  regard  to  hoarding  in  India, 
upon  which  two  or  three  questions  have  been  put  to 
me,    I   should   like   to    coiTect,   if  I   may,   misappre- 
hensions which  exist  with  regard  to  hoarding  in  India 
In   the   first    place,   a  very   large  proportion   of    the 
population — over  90  per  cent. — are  illiterate  ;  and  this 
Commission,  I  think,  will  easily  see  the  difficulties  of 
advocating  the  use  of  cheques  and  banking  and  paper 
currency  amongst  a  population,  95  per  cent,  of  whom 
are  unable  to  read  or  write.     There  are  difficulties  in 
the  way  of  a  very  rapid  development  of  banking  and 
the  use  of  paper   money.     Then,   again,  a  very  large 
proportion  of  the  population  live  20,  30,  40,  or  50  miles 
away  from  a  railway,  and  consequently  it  is  extremely 
difficult  for  such  people  to  put  their  money  in  banks 
and  di-aw  cheques  on  it.     They  must  take  their  money 
away,  and  they  must  keep  it  in  their  houses,  and  for 
that  reason  they  must  keep  a  good  deal  of  money  on 
their  persons  or  possibly  buried  in  the  ground ;  but 
I  do  not  regard  this  as  a  sign  of  inherent  viciousness 
on  the  part  of  the  peoples  of  India,  nor  do  I  think 
that    the   peoples   of   India    hoai-d    gold    so   that    it 
disappears  and  nobody  will  ever  see  it  again.     I  am 
perfectly  certain  that,  as  education  advances   and   as 
the  railways  are  constructed,  more  and  more  of  this 
money   will   come   into   circulation.      The  peoples   of 
India  are  certainly  as  far-seeing  and  shrewd  in  com- 
mercial matters  as  the  peoples  of  any  other  counti-y 
in  the  world,  and  I  am  quite  certain  that  this  money 
will  come  into  use  and  will  in  time  be  banked  and  will 
be  employed  exactly  as  we  use  it.     I  do  not  see,  there- 
fore, any  fear  whatever  of   gold  going  into  India  in 
enormous  volumes  and  never  being  seen  again.    I  think 
that  is  a  bogey,  which  only  scares  those  who  have  no 
knowledge  of  present-day  Indian  conditions. 

6307.  Your  view  is  that  at  the  present  time  the 
natives  hoard  because  they  really  have  no  alternative  ? 
— From  force  of  circumstances  largely ;  partly,  of  course, 
from  old  associations  and  the  feeling  of  insecurity,  which 
has  not  altogether  disappeared,  but  also  partly  because 
of  the  force  of  circumstances — partly  because  there  is 
no  other  way  in  which  they  can  handle  their  money. 
That  is  a  point  which  I  want  to  make  with  regard 
to  hoarding.  Then  there  is  one  other  point  I  should 
like  to  bring  to  the  notice  of  the  Commission,  and  that 
is  this :  Whilst  advocating  the  increased  use  of  gold 
in  the  general  interests,  because  there  is  so  much 
gold  about  that  prices  are  rising  very  largely — that 
is  the  general  argument — quite  apart  from  that  I 
maintain  that  everywhere  in  the  world  it  is  recognised 
that  people  who  use  gold  money  for  everyday  purposes 
are  at  a  more  advanced  stage  of  material  development 
than  people  who  are  using  silver,  and  I  am  quite 
confident  that  if  India  were  using  a  gold  cuirency 
freely  she  would  stand  very  much  higher  in  the  esti- 
mation of  the  world  generally  than  she  does  at  present. 

6308.  Tou  take  a  gold  currency  as  marking  a 
superior  stage  in  civilisation  to  a  silver  currency .'' — 
Tes,  but  not  so  advanced,  of  coiu-se,  as  paper.    It  must 


not  be  supposed  for  a  moment  that  I  am  not  under- 
standing or  seeing  the  use  of  paper  currency,  but  in 
the  case  of  India  the  great  majority  of  the  people,  aa 
I  say,  cannot  read  or  write,  and  circumstances  force 
them  to  hoard.      Another  consideration   is  that  the 
conditions  of  climate  make  the  use  of  paper  cun-eijoy 
exceedingly  unpleasant   sometimes,  as   a   great  many 
people   must  know   who   have   to    handle   extremely 
odoriferous    10-i-upee   and    5-rupee    notes.     With   all 
those  circumstances  taken  into  o<5nsideration,  I  think 
it  is  advisable,   in   the   interests   of   India,  that  she 
should  use  gold  freely  before  advancing  to  paper  in  the 
same  way  as  England  has  done.     I  am  quite  sure  that 
in  due  course  India  wiU  use  notes  and  cheques,  and  the 
statistics    show    that    banking   is    increasing    at    an 
enormous  pace,  and  that  the  deposits  by  the  public  in 
indigenous  banks  are  increasing  at  a  phenomenal  rate ; 
so  that  everjrthing  is  moving  in  the  right  direction, 
and   my  advocacy  of  an  advance  to  a  gold  metallic 
currency  is  made  largely  because  I  think  it  will  add 
greatly  to  India's  credit  and  reputation  if  she  uses  gold 
the  same  as  English  people  all  over  the  world  use  gold. 
I  feel  that  in  this  matter  it  is  up  to  us  to  give  to  India 
the  very  best  metallic  currency  that  we  can  before  we 
commence  to  talk  about  paper ;  and  because  I  think 
we  ought  to  give  India  the  very  best  metallic  cun-ency 
we  can,  and  because  the  world  conditions  permit  of  the 
use  of  gold  without  doing  anybody  else  any  injury.     I 
have  for  two  or  three  years  past  urged  the  opening  of 
the  Indian  Mints  to  the  free  coinage  of  gold,  and  the 
use  of  sovereigns  as  daily  currency  in  India. 

6309.  I  will  just  ask  one  question  on  that :  Would 
you  agree  that  the  tendency  of  recent  years  among  the 
great  financial  powers  has  been  to  make  gold  less  and 
less  the  medium  of  internal  exchange  and  to  reserve  it 
merely  for  the  purpose  of  balancing  external  exchange  ? 
Tes,  imdoubtedly ;  and  at  a  later  stage,  when  India  is 
using  gold  very  freely  as  cmrency  throughout  the 
country,  there  wiU  be  plenty  of  time,  I  argue,  for  India 
to  think  about  reducing  her  use  oJE  gold  ;  but  in  the 
case  of  India,  which  is  in  many  respects  a  backward 
country,  it  is  impossible  and  undesirable  to  jump  over 
the  intermediate  stage  and  to  try  to  stimulate  the 
universal  use  of  paper  before  that  widespread  confidence 
has  been  established  which  you  get  from  the  free  use 
of  gold  money. 

6310.  She  must  not  profit  by  our  experience,  but 
she  must  reaUy  learn  for  herself  ?^ — You  must  go  step 
by  step,  because  the  people  cannot  read  and  wi-ite,  and 
in  many  respects  are  very  ill-informed. 

6311.  {Sir  Shapv/rji  Broacha.)  May  I  ask  one 
question  of  fact  ?  You  know  that  gold  production  had 
gone  down  in  1887  to  about  19  millions,  but  in  1898 
it  had  gone  up  300  per  cent,  again  when  you  wi-ote 
that  statement  upon  which  I  questioned  you,  and  it 
was  going  up  higher?— The  output  of  gold  was  going 
up,  yes,  but  up  to  1898  the  general  level  of  prices  had 
not  been  sufficiently  affected  to  make  it  cei-tain  that 
it  was  desirable  to  alter  our  policy.  Although  the 
output  of  gold  was  increasing,  the  general  level  of 
prices  throughout  the  world  had  not  yet  swung  round, 
so  that  I  could  not  be  certain  in  1898  that  the  output 
of  gold  was  really  so  great  as  to  make  it  desirable  for 
India  to  use  it  then  as  currency. 


The  witness  withdrew. 


Mr.  William  Bernabd  Hunter  called  and  examined. 


6312.  (Chairman.)  Will  you  state  first  of  all  what 
yonr  experience  has  been .' — I  have  been  for  25  years 
in  the  service  of  the  Bank  of  Madi-as,  the  last  seven 
years  of  which  I  have  been  secretary  and  treasurer. 

6313.  You  are  resident  in  India  ? — I  am  resident  in 
India,  yes. 

6314.  You  have  submitted  a  memorandum  of  the 
evidence  which  you  ofEer,  and  I  propose  toprint  thatasan 
Appendix  to  our  Report  (Appendix  XXIV.,  page  591), 
What,  in  your  opinion,  is  the  principal  object  of  the  sales 
of  Council  drafts  ?  Is  it  to  effect  remittances  to  London 
on  Government  account  P — Originally  the  sole  purpose 


was  for  the  transfer  of  funds  on  Govemment  account, 
but  smoe  the  closing  of  the  mints  I  think  that  that  is 
of  secondaiy  importance  now,  especiaUy  with  regard  to 
the  conditions  of  the  London  money  market.  Other- 
wise than  by  very  large  shipments  of  gold,  at  a  time 
which  would  probably  be  inconvenient,  there  is  no 
other  means  of  paying  for  the  balance  of  trade. 

6315.  So  that,  in  your  opinion,  at  the  present  time 
the  primary  use  of  the  sale  of  Council  bills  is  to  settle 
the  balance  of  trade  ? — ^I  think  so,  yes. 

6316.  Will  you  please  explain  in  rather  greater 
detail  the  method  which  you  suggest  might  be  adopted 
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for  pr.  Tiding  the  Secretary  of  State  with  funds  in 
London  as  an  alternative  to  the  system  of  Council 
drafts,  so  far  as  these  latter  are  regarded  as  merely  a 
means  of  effecting  remittances  home  ? — The  Govern- 
ment of  India  would  be  able  to  buy  bills  on  London  in 
India  quite  easily,  primarily  from  the  exchange  banks. 
They  could  do  so  daily  through  brokers  at  various 
centres,  Calcutta,  Bombay,  Madras,  Karachi,  Ran- 
goon, and  even  in  Northern  India ;  and  to  meet  the 
requirements  of  trade  in  that  way  there  would  be  no 
difficulty  in  purchasing  sufficient  bills,  primarily  from 
the  Exchange  banks,  and,  if  they  were  not  sellers,  then 
from  the  open  market. 

6317.  Do  you  see  any  advantage  in  following  that 
course  rather  than  the  present  one  ? — No,  there  is  no 
real  advantage  in  that. 

6318.  It  being,  in  your  opinion,  the  fact  now  that 
the  main  object  of  these  sales,  or  the  most  important 
object  which  they  serve,  is  to  settle  the  balance  of  trade, 
what  would  you  say  to  the  criticism  that  that  work  is 
not  really  the  business  of  a  Government  Department  ? 
— Since  the  closing  of  the  mints,  the  Government  of 
India  have  practically  undertaken  to  keep  exchange 
steady,  and  therefore  it  could  not  be  done  by  anybody 
else.     It  must  be  kept  on  by  the  Government. 

6319.  Do  you  think  that  nobody  but  the  Govern- 
ment could  undertake  that  business  ? — I  think  not.  I 
think  the  credit  required  to  maintain  exchange  takes  it 
beyond  any  bank. 

6320.  I  think  you  are  in  favour  of  the  establishment 
of  a  central  bank  P — I  am. 

6321.  But  even  if  such  a  bank  were  established,  you 
do  not  think  that  this  part  of  the  business  could  be 
advantageously  transferred  to  it  ? — It  would  naturally 
be  transfen-ed  to  the  bank,  but  the  bank  would  do  the 
operation  solely  as  agent  for  the  Government,  and  any 
px'ofit  made  on  the  transaction  would  be  a  profit 
belonging  to  the  Government.  As  GoveiTiment  would 
be  responsible  for  keeping  up  exchange,  and  any  loss 
must  faU  upon  the  Government,  they  naturally  would 
be  entitled  to  any  profit .  The  advantage  of  transferring 
it  to  the  central  bank  would  be  that  the  bank  would  be 
more  in  touch  with  the  general  market,  and  would 
know  what  the  requirements  were — when  to  sell  and 
when  to  cease  to  sell. 

6322.  But  if  the  responsibility  remained  on  the 
Government  would  not  the  Government  have  to  be 
strongly  represented  on  such  a  bank  ? — Naturally  the 
Government  would  require  to  be  represented. 

6323.  The  advantage  therefore  would  be  that  in 
doing  the  work  they  would  be  associated  with  experts 
familiar  with  the  conditions  of  Indian  trade  ? — That 
is  so. 

6324.  I  think  it  is  your  opinion  that  if  the  sale  of 
Council  drafts  were  abolished,  or  if  it  were  limited  to 
the  actual  requirements  of  the  India  Office,  the  result 
would  be  a  large  increase  in  the  amount  of  gold 
shipped  to  India  ? — ^Tes,  certainly. 

6325.  "What  do  you  think  would  happen  to  the  gold 
when  it  got  to  India  ? — A.  large  proportion  would 
immediately  go  into  the  currency  reserve  for  notes  to 
be  taken  out  in  exchange.  Eventually  those  notes 
would  be  again  presented  at  the  currency  office  for 
silver,  probably  silver  required  in  the  up-country 
places. 

6326.  Then  the  first  result  would  be  a  considerable 
accumulation  of  gold  in  the  currency  reserve? — A 
large  accumulation  of  gold  in  the  currency  reserve. 

6327.  What  would  the  next  step  be  ?  Would  the 
Government  have  to  ship  that  gold  home  to  London 
again  ? — The  Government  would  eventually  require  to 
ship  that  gold  home  to  meet  their  expenses,  and  also, 
when  the  stiver  supply  ran  short,  to  piirchase  further 

silver.  ,  .         , ,  , 

6328.  Would  the  public  have  to  ship  gold  home  as 
well  as  the  Government?— I  do  not  think  so— not  at 
that  stage.  The  public  would  only  have  to  ship  gold 
home  later  on  should  the  exchange  go  against  India. 

6329.  The  net  result  would  be  the  shipment  of  a 
good  deal  of  gold  to  India,  but  it  would  only  remain 
there  temporarily,  in  your  opinion,  and  ib  would  have 
to  be  remitted  home  again  ?— Yes,  it  would  have  to  be 
remitted  home  again. 


6330.  That  would  be  a  costly  operation  ? — It  would 
be  a  costly  operation. 

6331.  With  no  advantage? — With  no  advantage. 
In  fact,  it  would  be  a  disadvantage,  because  it  would 
tend  to  raise  rates  in  London. 

6332.  I  now  turn  to  the  question  of  the  rate  at 
which  Council  drafts  are  sold.  I  am  not  quite  certain 
what  your  view  is.  Do  you  hold  that  no  sales  should 
take  place  under  Is.  4d.  ? — Yes. 

6333.  You  assume  that  the  gold  point  is  always 
over  Is.  id.  ? — I  assume  that  the  gold  point  is  always 
over  Is.  id. 

6334.  Suppose  the  Secretary  of  State  is  absolutely 
in  need  of  funds  at  home,  but  could  not  sell  at  Is.  4d., 
would  you  allow  him  to  sell,  below  ? — No,  I  think  he 
should  not  sell  below  Is.  id.  He  would  only  be 
absolutely  in  need  if  the  whole  of  the  Gold  Standard 
Reserve  had  disappeared.  If  it  comes  to  that  point, 
the  next  step,  the  final  step,  must  be  to  bon'ow  in 
London. 

6335.  You  think  that  the  moment  he  is  unable  to 
obtain  the  rate  of  Is.  4d.  he  ought  to  have  recourse 
to  the  Gold  Standard  Reserve? — If  he  is  in  absolute 
need  of  funds  he  ought  to  have  recourse  to  the  Gold 
Standard  Reserve  or  the  Currency  Resei-ve,  first,  if 
there  is  gold  in  the  Currency  Reserve. 

6336.  I  think  for  the  last  few  weeks  the  Secretary 
of  State  has  actually  been  selling  20  lakhs  a  week  at  a 
rate  below  Is.  id.  That  you  would  say  was  wrong  ? — I 
would  not  approve  of  that. 

6337.  Unless  he  needed  money  immediately  ? — And 
even  then,  with  gold  in  the  currency  chests  in 
London,  there  is  no  necessity  to  sell  below  Is.  id. 
Rupees  could  be  placed  in  India  and  gold  released  here. 

6338.  What  is  the  object  of  your  proposal  that 
when  bills  cannot  be  sold  at  Is.  id.  in  London,  they 
should  be  immediately  offered  at  Is.  3\^d.  in  India  ? — 
In  order  to  maintain  exchange  at  about  Is.  id.,  and 
to  maintain  confidence. 

6339.  The  Government  of  India  would  n^ke  a  profit 
on  that  transaction,  would  it  not  ? — Having  sold  at  a 
higher  rate  previously  in  London,  they  would  make  a 
profit. 

6340.  Would  the  business  have  any  connection  with 
the  remittance  of  funds  on  Government  account  to 
London,  or  would  it  be  done  merely  and  openly  for 
the  convenience  of  trade  ? — I  am  inclined  to  put  it 
rather  that  it  would  be  done  openly  in  order  to  maintain 
exchange,  which  the  Government  have  pi-actically 
undertaken  to  do.  It  is  not  only  necessary  for  them 
to  maintain  exchange  for  their  own  requirements,  but 
also  for  the  benefit  of  trade. 

6341.  So  that  I  take  it  it  comes  to  this,  that  you 
want  to  see  the  Government  supporting  exchange  con- 
tinuously ? — Continuously. 

6342.  And  at  an  absolutely  fixed  point  ? — Yes. 

6343.  And  not  waiting,  as  they  did  in  1907,  until 
the  strain  really  threatens  to  break  down  the  exchange 
altogether  ? — That  is  my  opinion. 

6344.  Should  I  summarise  your  position  rightly  if  I 
said  that  this  Council  draft  system  has  two  objects — I 
do  not  give  them  in  your  order  of  importance :  First, 
the  remittance  to  London  of  the  funds  required  by  the 
Secretary  of  State,  and,  secondly,  the  settlement  of  the 
balance  of  India's  foreign  trade  ? — Yes,  I  agree  to 
that. 

6345.  Further,  that  as  at  present  managed,  the 
sales  of  Council  di'afts  do  not  fulfil  their  second 
function,  which  you  regard  as  the  more  important,  so 
well  as  they  might  do,  because  there  is  no  settled 
policy  as  to  the  sale  of  similar  drafts  in  India  ? — Yes,  I 
agree  to  that. 

6346.  And  that,  consequently,  it  would  be  desirable 
to  find  some  way  of  distinguishing  clearly  between  the 
two  functions  of  the  sale  of  Council  drafts  ? — I  do  not 
think  there  would  be  any  object  in  distinguishing 
between  the  two. . 

6347.  Provided  the  result  is  obtained? — -Provided 
the  result  is  obtained.  It  might  be  a  facility  if  the 
Secretary  of  State  kept  two  balances  in  London,  one  a 
working  balance  and  the  other  an  exchange  balance, 
but  I  do  not  think  it  would  be  necessaxy,  so  far  as  the 
general  ptibko  is  con<5emed,  that  they  should  know  how 
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much  was  in  the  working  balance  and  how  much  in  the 
exchange  balance. 

6348.  With  reference  to  your  statement  as  to  the 
way  in  which  Coimoil  drafts  should  be  met,  have  you 
any  criticism  of  recent  actions  by  the  Government  of 
India  or  the  India  Office  in  regard  to  the  sources  from 
which  the  sales  have  actually  been  made  P — The  sales 
are  made  always  from  the  Treasury  balances  so  long  as 
sufficient  rupees  can  be  scraped  together  from  any- 
where. The  consequence  is  that  it  makes  restrictions 
in  the  money  market  in  India.  Of  course,  it  is  not 
so  material  at  present,  because  in  any  case  revenue  as 
it  is  collected  in  India  is  locked  away  out  of  the  hands 
of  banks,  and  of  no  use  to  anyone. 

6349.  Prom  what  source  would  you  meet  them  if 
you  woxdd  not  meet  them  from  Treasuay  balances  ? — I 
should  meet  the  sale  of  Councils  first  of  all  for  the 
Secretary  of  State's  immediate  requirements  from  .the 
Treasury  balances,  and  if  money  was  really  easy  in 
India  I  should  continue  to  draw  on  the  Treasury 
balances.  As  soon  as  the  rates  stiffened  up  it 
might  be  drawn  from  the  silver  portion  of  the  Gold 
Standard  Resei-ve,  and  that  would  not  necessitate  the 
earmarking  of  gold  in  London,  As  a  last  resource,  I 
would  do  it  from  the  Currency  Reserve,  which  would 
mean  the  earmarking  of  gold  in  London. 

6350.  You  would  prefer  to  see  a  much  freer  recoiu'se 
to  the  Gold  Standard  Reserve  ? — Tes,  undoubtedly. 

6351.  And  you  have  no  fear  that,  using  it  as  freely 
as  you  propose,  it  might  be  found  deficient  in  time  of 
severe  crisis  ? — I  think  not. 

6352.  One  of  the  features  which  the  Indian 
Government  and  the  Secretary  of  State  have  constantly 
to  keep  in  mind  is,  of  course,  the  amount  of  their 
liabilities  in  London,  and  particularly  the  interest  on 
their  debt  incurred  in  London  ? — Drawing  on  the  Gold 
Standard  Reserve  would  be  providing  funds  in  London 
for  that  purpose,  and  equally  on  the  CmTency  Resei-ve. 
The  gold  would  be  in  the  Currency  Reserve  and  the 
sUver  would  be  released  in  India,  which  could  be 
replaced,  an^  the  reverse  operation  put  into  force  as 
revenue  came  in.    , 

6353.  I  suppose  you  would  hold  that  the  less  the 
Government  of  Indm  has  to  borrow  in  London  the 
better? — Within  certain  limits.  I  am  strongly  in 
favour  of  borrowing  in  London  for  further  development 
of  India  so  long  as  the  London  money  market  will  take 
up  the  securities  without  unduly  depreciating  the  price. 

6354.  Would  you  or  would  you  not  prefer  to  borrow 
in  India  if  you  could  borrow  there  on  equally  favourable 
terms? — ^If  you  could  borrow  in  India  on  equally 
favourable  terms,  by  all  means  borrow  in  India  freely. 

6355.  Would  you  go  a  point  further  and  say  that  it 
was  worth  while  to  pay  a  little  more  in  India  in  order 
to  have  fewer  habilities  in  London  ? — I  think  not, 
unless,  by  floating  more  loans,  you  could  extract 
hoards. 

6356.  Do  you  think  more  could  have  been  boiTcwed 
in  India  than  has  been  done  in  recent  times  ? — Not  to 
any  material  extent. 

6357.  Ton  do  not  think  that  the  issue  of  loans  in 
India  would  extract  the  hoards  ? — I  think  not. 

6358.  There  have  been  some  very  successful  issues 
in  India  lately  ? — Yes. 

6359.  Do  you  know  whether  small  men  have  taken 
a  share  in  those  loans  ? — They  are  chiefly  confined  to 
large  institutions  and  large  people.  Last  year  it  was 
taken  up  practically  by  one  man. 

6360.  They  do  not  get  passed  on  to  the  little  man? 
— Afterwards;  there  is  a  fair  amount  of  investment 
demand  throughout  the  year  on  the  part  of  small 
people. 

6361.  As  that  habit  grows  will  it  not  tend  to  produce 
a  bigger  market  for  the  loans  ? — Undoubtedly.  It 
should  be  so. 

6362.  At  present  you  do  not  think  there  is  any 
material  demand  on  the  part  of  small  people? — Not 
any  matei-ial  demand.  There  might  be  if  the  negotia- 
bility of  the  notes  and  the  collection  of  interest  were 
made  easier,  and  there  was  less  trouble  in  the  event  of 
the  death  of  the  holder.  If  troubles  of  those  descrip- 
tions could  be  minimised.  Government  paper  would 
probably  become  more  popular. 


6363.  Are  those  troubles  in  regard  to  the  registra- 
tion  of  stock  and  transferring  stock  P — In  India  the 
paper  is  generally  transferable  by  endorsement,  un- 
registered, and  then  the  great  difficulty  is  when  these 
notes  come  into  the  Public  Debt  Office,  with  regard 
to  the  endorsement — illegibility  or  slight  differences  in 
the  signatures. 

6364.  I  turn  now  to  the  management  of  the  balances. 
Have  you  any  criticisms  to  offer  as  to  the  size  of  the 
balances,  either  in  London  or  India,  of  recent  years  P 
— The  balances  have  undoubtedly  been  abnormally 
large,  but  I  think  that  is  due  to  unusual  ciroumstamcea, 
and  I  see  no  reason  to  complain  of  the  position. 

6365.  You  recognise  that  they  have  been  abnormally 
high,  but  under  the  circumstances  you  make  no  com- 
plaint of  that  ? — I  make  no  complaint  of  that. 

6366.  Do  yoii  ciiticise  the  fact  that  so  much  of  the 
balances  has  been  brought  to  London  or  not  ? — 1  see 
no  reason  why  the  balances  should  not  be  brought  to 
London  as  they  were.  There  was  plenty  of  money  left 
in  India.;  we  were  not  restricted  in  any  way  by  the 
fact  of  the  large  sales  of  Councils,  because  there  was 
still  plenty  of  money  available  to  be  lent  out  if  it 
could  have  been. 

6367.  You  think  that  some  of  the  money  which  was 
in  India  should  have  been  available  for  the  market  ? — 
It  should  have  been  available,  yes. 

6368.  Assuming  the  continuance  of  the  present 
state  of  things, — I  will  come  to  the  question  of  the 
Central  Bank  later — to  whom,  would  you  recommend 
that  such  loans  should  be  made  ? — My  contention  is 
that  the  Government  of  India  should  never  withdraw 
currency  from  actual  circulation;  as  quickly  as  it  is 
withdrawn  it  should  be  put  back  again. 

6369.  Put  back  into  the  banks? — ^Yes,  into  the 
banks. 

/6370.  Would  you  think  it  right  for  the  Indian 
Government  to  require  security  from  the  banks  ? — I 
do  not  think  it  is  necessary. 

6371.  The  Indiau  Government,  I  think,  already 
keeps  considerable  balances  free  with  the  banks  ? — 
They  keep  certain  balances. 

6372j  You  do  not  propose  a  mere  unlimited  addition 
to  theu:  non-interest-beai-ing  balances  with  the  banks, 
do  you  ? — I  should  say  it  wotdd  be  in  the  interest  of 
the  country  at  large  if  their  balances  were  put  in  freely 
without  interest,  in  the  same  way  that  Government 
balances  in  England  are  placed  with  the  Bank  of 
England. 

6373.  Without  interest  and   without    security? 

Without  interest  and  without  security.  If  the  banks 
have  to  pay  high  rates  of  interest  to  the  Government 
of  India  it  will  then  be  impossible  for  the  banks  to 
finance  trade  at  cheap  rates.  There  woidd  stUl  be  the 
higher  rates  of  interest. 

6374.  (Sir  Robert  Chalmers.)  Is  that  true  uni- 
versally ?  The  rate  at  which  you  can  lend  depends  on 
the  rate  that  you  pay,  does  it  not  ? — Yes, 

6375.  Therefore,  perhaps  you  would  qualify  your 
previous  statement  and  not  make  it  too  universal. 
There   would  always   be  the  power  of  lending  at  a 

moderate  rate  if  a  moderate  rate  were  charged  ? If  a 

moderate  rate  were  charged,  yes ;  to  that  extent  it 
would  be  so. 

6376.  (Chairman.)  And  any  addition  to  the  amount 
of  money  available  for  loans  would  tend  to  the 
reduction  of  the  rate  ? — Yes. 

6377.  Would  you  advocate  the  closing  of  the 
reserve  treasuiies  and  the  transfer  of  all  the  balances 
to  the  existing  Presidency  banks  ?— I  think  that 
would  be  a  move  in  the  right  direction. 

6378.  There  are  many  places  where  there  are 
Treasunes,  but  where  the  banks  are  not  at  present 
represented,  are  not  there?  — Yes,  there  are  many 
places  where  the  banks  are  not  represented,  but  with 
more  money  the  banks  could  then  open  many  more 
branches. 

6379.  I  think  we  have  had  it  in  evidence  that  the 
Government  have  been  endeavouring  in  recent  years 
to  get  the  banks  to  open  at  fresh  points ." — They 
offered  certain  conditions  ;  they  offered  a  free  balance 
of  three  lakhs  of  rupees  for  a  tei-m  of  five  years  for  a 
new  branch  that  was  opened,  but  at  the  end  of  that 


MINUTES   OF   EVIDENCE.- 


267 


17  July  1913.] 


Mr.  William  Bernard  Hunter. 


\_ConUnued. 


five  years  tte  balance  was  then  reduced  to  a  mere 
nothing;  and  with  the  opening  of  that  branch  the 
bank  has  to  undertake  to  do  a  lot  of  work  for  Govern- 
ment. It  really  means  that ,  you  have  to  keep  up  a 
large  staff;  they  have  to  keep  two  Europeans  in 
the  branch  instead  of  one,  and  in  other  ways  it  is  very 
expensive,  so  that  the  conditions  offered  are  reaUy  no 
inducement  excepting  for  the  five  years  that  they  are 
in  operation. 

6380.  So  that,  in  your  opinion,  the  extension,  as 
far  as  it  has  taken  place,  has  not  been  profitable  to 
the  banks  ? — ^It  has  not  been  profitable  to  the  banks. 

6381.  On  the  other  hand,  we  have  had  it  in 
evidence  that  it  has  not  been  profitable  to  the  Govern- 
ment in  the  sense  that  the  balance  which  they  have 
had  to  leave  with  the  banks  has  been  higher  than  the 
balance  which  they  need  have  kept  for  themselves  F — 
I  thiak,  as  a  matter  of  fact,  so  far  as  the  Bank  of 
Madras  is  concerned,  which  I  represent,  we  only 
opened  three  new  branches,  and  that  meant  nine  lakhs 
of  rupees,  which  is  not  a  very  large  sum  of  money ; 
and,  so  far  as  I  know,  there  were  not  very  many 
branches  opened  by  the  other  Presidency  banks. 

6382.  I  think  we  have  had  it  shown  to  us,  that 
owing  to  the  convenience  which  the  Government 
possesses  in  the  cuiTcncy  chests,  they  were  actually 
able  to  work  on  smaller  balances  when  they  had  the 
reserve  treasuries  open  than  they  had  to  lodge  with  the 
banks  in  order  to  induce  them  to  open  and  take  the 
business  over  ? — Tes. 

6383.  (Mr.  Gillan.)  That  merely  means  that  in  the 
case  of  these  three  branches  which  you  opened  we 
could  probably  have  run  in  place  of  those  three  branches 
three  treasuries  ourselves  with  less  than  a  minimum  of 
nine  lakhs  ? — Yes,  undoubtedly  you  probably  would 
have  run  it  on  the ,  balances  that  you  now  leave  with 
US — about  half  a  lakh  at  each  branch,  that  is  to  say, 
about  3,000Z.  at  each  branch. 

6884.  {Chairman)  Altogether  that  does  not  seem 
a  very  hopeful  reform,  does  it  ?  You  represent  to  us 
that  it  is  unremunerative  to  the  ba,nks  ? — Yes. 

6385.  And  the  Government  have  represented  to  us 
that  it  locked  up  more  of  their  money  tiian  was  other- 
wise looked  up  ?  —  Yes,  but  I  think  that  perhaps 
indirectly  the  Government  gain  by  the  banks  extending 
business. 

6386.  {Mr.  Keynes.)  You  do  not  maintain  that  it  is 
unremunerative  to  the  banks  during  the  five  years,  do 
you ;  it  is  only  after  the  five  years  P — It  is  only  after 
the  five  years.  During  the  five  years  that  the  agreement 
is  in  existence  it  is  quite  a  good  remuneration,  and  a 
good  profit  is  made. 

6387.  {Chairman.)  I  had  not  understood  that;  I 
am  glad  of  the  correction.  How  far  do  the  sales  of 
Council  drafts  act  in  releasing  funds  ia  India  ?  Suppose 
the  India  Ofiice  sold  them  in  the  busy  season  to  such 
an  extent  as  to  use  up  the  extra  six  crores  which  the 
Government  collect  as  A  balance  against  the  summer 
and  the  autumn,  would  that  meet  your  difficulty?— It 
would  be  an  assistance,  but  the  fact  remains  that  the 
fii-st  step  in  the  operation  is  the  contraction  of  cui-rency 
by  the  vdithdiawal  of  revenue  from  the  market,  and 
the  sale  of  Council  bills  only  comes  into  operation 
when  the  produce  has  reached  the  coast  and  is  being 
exported  The  inland  trade  is  therefore  starved;  m 
fact  the  rates  are  high  and  it  is  difficult  to  get  it  financed, 
and  people  have  to  part  with  their  crops  at  any  rates 
that  they  can  get  for  them.  „,.,,.      ^ 

6388  You  spoke  just  now  of  the  Indian  (govern- 
ment imitating  the  English  Government  in  keeping  its 
balances  with  the  Bank  of  England.  I  think  the 
British  Government  from  almost  the  commencement 
of  its  financial  year  is  a  borrower;  the  bulk  ot  its 
revenue  comes  in  late  in  the  financial  year,  and 
therefore  when  that  comes  in  the  Government  uses  it 
to  pay  off  debt  incurred  in  the  earher  porbon  oi 
the  year,  and  does  not  swell  its  balances.  It  does 
not  remain  in  the  Bank  of  England,  though  it  may 
pass  through  the  Bank  of  England.  Is  the  position 
in  India  at  all  similar  P-No,  the  position  m  India  is 
not.  The  Government  never  boiTOw  from  banks 
except  in  the  form  of  the  open  loajis  which  they  put 
on  the  market. 


6389.  So  that  the  comparison  with  England  is  not 
quite  complete.  In  England  the  Government  is  really 
returning  to  the  money  market  money  which  is  borrowed 
from  it  ? — T  misunderstood  that.  The  statements  of  the 
Bank  of  England  do  not  show  that.  They  always 
show  a  veiy  large  sum  deposited  as  public  deposits. 

6390.  Perhaps  I  ought  to  say  that  I  am  speaking 
now  of  the  Exchequer  balances,  not  of  the  gross 
balances  ? — Of  course  the  gross  balances  are  what 
I  was  talking  about.  It  always  shows  in  the  Bank  of 
England  statements  very  large  sums  due. 

6391.  If  your  policy  were  not  adopted,  would  you 
advocate  the  makiag  of  loans  from  Government 
balances  in  the  busy  season  to  the  Presidency  banks  P — 
Yes,  I  think  that  would  be  a  step  in  the  right 
direction. 

6392.  In  that  case  interest  would  have  to  be 
charged  ? — In  that '  case  interest  would  have  to  be 
charged. 

6393.  Sornething  a  httle  below  bank  rate  I  suppose 
would  meet  the  case  ? — I  should  put  it  at  the  rate 
which  banks  are  offering  for  short  term  fixed  deposits. 

6394.  Do  you  think  such  loans  might  be  made  to 
other  banks  besides  Presidency  banks  ? — I  think 
within  reasonable  limits. 

6395.  Not  without  security,  I  take  it  ? — To  some 
banks  I  think  decidedly  without  security. 

6396.  "Would  you  lend  to  private  firms  as  well  ? — 
I  think  not. 

6397.  Do  you  think  that  Government  ought  to 
lend  to  any  bank  either  in  India  or  London  without 
security? — Do  you  mean  lend  to  any  bank  without 
restriction  ? 

6398.  I  mean  no  matter  how  secui'e  the  bank  ;  I  am 
not  reflecting  on  the  bank,  I  am  assuming  that  they 
have  chosen  the  soundest  bank  that  they  can  find.  Do 
you  think  that  even  then  a  Government  ought  to  lend 
without  security  to  a  bank  ? — I  see  no  great  objection 
within  limits. 

6399.  You  think  there  would  be  no  objection? — 
I  see  no  real  objection  within  limits. 

6400.  {Sir  Robert  Chalmers.)  There  would  be  no 
objection  on  the  part  of  the  banks,  anyhow  P — 
Certainly  there  is  no  objection  on  the  part  of  the 
banks.' 

6401.  {Chairman.)  Do  you  think  that  a  large  sum 
would  be  taken  by  the  banks  if  the  Government  were 
willing  to  lend  it,,  or  would  a  small  sum  meet  all 
their  requirements  ? — At  first  I  do  not  think  very  large 
sums  would  be  required  ;  probably  from  three  to  fom* 
crores  would  see  you  through  the  busy  season. 

6402.  {Sir  Robert  Chalmers.)  Do  you  mean  for  all 
the  banks,  taking  India  as  a  whole  P — Yes,  taking  India 
as  a  whole  I  think  three  or  four  crores  would  ease  the 
situation  very  much. 

6403.  {Chairman.)  You  say  that  would  be  sufficient 
at  first  P — Yes. 

6404.  Do  you  look  forward  to  the  demand  growing  P 
— I  look  forward  to  the  demand  growing.  Probably 
the  banks  would  then  be  enabled  to  carry  more 
Government  securities,  and  so  help  on  the  development 
of  the  country. 

6405.  {Sir  Robert  Chalm,ers.)  You  think  that  there 
would  be  a  growing  demand  by  the  banks  for  assistance 
from  the  Government  ? — I  think  probably  so. 

6406.  You  do  not  think  that  that  exti"a  demand  on 
the  Government  would  be  relieved  as  time  went  on  by 
new  sources  in  their  own  domain  coming  to  the  banks  P 
— To  a  certain  extent,  but  the  deposits  grow  vexy 
slowly.  "We  find  that  as  we  extend  om-  branches  out 
into  the  outlying  countries  the  demand  is  always  for 
loans ;  the  amounts  which  have  come  in  on  deposit  are 
quite  infinitesimal. 

6407.  As  I  understand  it,  you  told  us  that  there 
would  be  a  growing  dependence  on  Government  ? — 
That  as  we  extended  we  could  utilise  more  funds. 

6408.  You  have  to  get  those  from  the  Government  r 
— Yes,  because  Government  have  withdrawn  it  from 
cii'culation  at  the  busy  season.  India  is  so  much  a 
seasonal  country ;  for  six  months  in  the  year  money  is 
very  tight  and  for  the  other  six  months  it  is  veiy  easy, 
and  the  time  when  money  is  very  tight  is  the  time 
when  Govemment  balances  axe  particularly  high. 
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6409.  (Chairman.)  It  is  at  the  moment  of  the  great 
demands  that  Government  collects  the  major  portion  of 
its  revenue  ? — Yes. 

6410.  Or  at  any  rate  a  large  portion  of  its  I'evenue  ? 
— Yes,  it  is  just  at  that  time, 

6411.  You  would  not  suggest  that  the  Government 
could  alter  its  period  of  collection  ? — No,  I  think  that 
would  be  impossible.  They  collect  the  revenue  as  the 
crops  come  in,  and  if  they  did  not  do  it  then  they 
would  have  diflSculty  in  doing  it  at  all. 

6412.  It  is  a  necessity  of  the  situation  that  the 
demand  of  the  Government  should  synchronise  with 
the  demand  of  the  trade  ? — I  think  so. 

6413.  If  the  market  received  such  assistance  as  you 
have  suggested  through  loans  from  the  Government 
to  the  banks,  and  had  got  into  the  way  of  expecting  it, 
what  do  you  think  would  happen  if  in  some  particular 
year  it  was  inconvenient  to  the  Government,  or  im- 
possible for  the  Government,  to  give  it? — In  such  a 
year  I  should  imagine  that  the  reason  why  Government 
were  unable  to  find  the  finance  would  be  that  the 
revenue  was  not  coming  in,  and  therefore  the  money 
would  not  have  been  withdrawn  from  active  circulation 
and  the  crops  would  be  short,  and  a  very  much  less 
amount  of  money  would  be  required  to  finance. 

6414.  Is  there  not  another  possible  contingency, 
that  the  revenue  might  be  coming  in  but  it  might  be 
going  out  even  faster,  that  is  to  say,  you  might  have 
a  war,  for  instance  ? — There  is  a  possible  contingency 
there. 

6415.  Would  you  fear  the  creation  of  a  crisis  by  the 
sudden  withholding  from  trade  of  the  assistance  upon 
which  it  had  come  to  rely  ? — It  would  not  be  pleasant, 
but  I  do  not  see  that  there  would  be  any  great  danger 
if  the  banks  were  given  the  power  of  borrowing  else- 
where. 

6416.  Borrowing  where  ? — In  London. 

6417.  As  an  alternative  to  loans  from  the  balances 
it  has  been  suggested  to  us  that  loans  might  be  made 
from  the  Paper  Cun-ency  Reserve.  Let  me  just  ask 
one  question  at  this  point.  Suppose  such  loans  were 
made  from  the  Paper  Ciu-rency  Reserve,  would  you 
regard  that  as  a  complete  solution  of  the  question, 
or  would  you  still  think  it  necessaiy  that  the  large 
balances  in  reserve  treasuries  should  be  lent  out  as 
well  ? — I  would  not  consider  it  as  a  complete  solution. 
I  think  that  undoubtedly  the  first  place  the  loans 
should  come  from  are  the  idle  balances  lying  in  the 
reserve  treasuries  and  that  the  loans  from  the  currency 
reserves  should  be  more  or  less  a  last  resource. 

6418.  Would  it  not  be  the  case  that  the  time  at 
which  such  assistance  would  be  required  by  trade  would 
be  just  the  moment  at  which  you  could  most  readily 
afford  to  withdraw  something  from  the  currency 
reserve  ? — Yes,  I  think  so. 

6419.  I  will  put  it  in  this  way  to  make  my  meaning 
clear.  That  would  be  the  time 'when  the  circulation  of 
notes  would  be  tending  to  rise,  not  the  time  when  they 
would  be  coming  back  for  encashment  ? — No,  I  think  as 
a  matter  of  fact  during  the  busy  season  the  demand 
is  largely  for  specie  from  the  ciirrency,  and  that  the 
notes  in  which  the  reserves  at  the  bank  are  held  are 
presented  at  the  cun'ency  for  encashment.  It  might 
not  show  actually  in  the  note  circulation  returns, 
because  there  you  have  to  take  into  consideration  the 
number  of  notes  which  have  come  back  into  the 
treasuries,  and  are  held  in  the  treasuries  up  country. 

6420.  {Sir  Robert  Chalmers.)  But  taking  the  circula- 
tion as  a  whole,  it  woidd  be  a  timfe  when  the  circulation 
would  be  larger  ? — Probably — the  apparent  circulation. 

6421.  But  not  the  real  circulation  ? — I  do  not  think 
the  active  circulation  would  be  larger. 

6422.  {Chairman.)  Not  the  active  circulation  of 
notes  ? — No,  but  I  cannot  speak  authoiitatively  upon 
that,  because  I  have  never  had  the  figures  to  show 
what  proportions  of  the  Treasury  balances  held  in  those 
numerous  treasuries  up  country  are  held  in  notes  and 
coin. 

6423.  {Sir  Bobert  Chalmers.)  If  the  total  circulation 
with  which  the  Paper  Currency  IJepartment  is  primarily 
concerned  were  large,  then  that  would  allow  of  the 
fiduciary  portion  of  the  issue  being  more  safely  lent  out 
at  a  time  when  loans  would  be  veiy  valuable  to  the 


trade  and  when  it  would  be,  on  this  hypothesis,  safe  to 
lend  it  out.  Do  you  agree  to  that  P— In  my  opinion  it 
is  thH  active  circulation  which  is  the  important  basis. 

6424.  (Mr.  Keynes.)  Is  it  not  the  case  that  the 
active  circulation  is  greatest  in  the  busy  season  ? — I  do 
not  think  so. 

6425.  I  have  the  figm-es  before  me,  and  in  all  recent 
years  the  maximum  circulation  has  been  in  January, 
February  and  March,  and  the  minimum  in  June,  July 
and  August.  For  instance,  in  March  1911-2  the 
active  circulation  was  44J  crores,  and  in  June  of  that 
same  year  it  was  384,  that  is  to  say  the  active  circula- 
tion was  6  crores  higher  at  the  end  of  the  busy  season 
than  it  was  in  the  duU  season  ? — Can  you  tell  me 
exactly  how  the  active  circulation  is  an-ived  at  ? 

6426.  The  active  circulation  is  the  gross  circulation 
less  the  holdings  of  treasuries  and  Presidency  banks  ? 
— Less  the  holdings  of  all  the  treasuries,  or  only  the 
reserve  treasuries  ? 

6427.  Of  all  treasuries,  I  think. 

{Mr.  Gillan.)  Yes.  In  the  last  Currency  Report  it 
says  :  "  As  usual,  the  aggregate  amount  of  notes  in  the 
hands  of  the  public  " — ^that  is  the  active  circulation^ — ■ 
"  was  greater  during  the  winter  months  than  at  other 
times  of  the  year." 

6428.  {Chairman.)  Taking  the  figures  which  have 
been  suggested  to  you,  and  assuming  the  accuracy  of 
them ? — Then  I  must  withdraw  my  statement. 

6429.  Then  you  would  agree  with  the  suggestion  I 
put  to  you  ? — Yes, 

6430.  That  the  time  when  trade  most  requires 
assistance  is  the  time  when  the  cun-ency  reserve  can 
best  afford  to  give  it  ? — Yes. 

6431.  {Chairman.)  I  come  now  to  the  question  of 
the  Gold  Standard  and  the  Paper  CuiTency  Reserves. 
Do  you  regard  the  keeping  of  a  Gold  Standard  Reserve 
as  necessary  P-  -I  do  not  know  that  it  is  essential,  but 
it  is  desirable. 

6432.  Do  you  approve  of  the  present  distribution  of 
it  between  India  and  London  ? — Yes,  certainly. 

6433.  You  raise  no  objection  to  keeping  a  portion 
of  the  Gold  Standard  Reserve  in  silver  in  ddiaP — At 
times  it  will  be  necessary  if  you  keep  the  i-eserves 
separate ;  at  such  times  when  India  has  to  sell  on 
London  the  proceeds  of  the  drafts  must  go  into  the 
Indian  silver  branch.  I  do  not  know  that  it  is 
necessary  always  to  keep  six  crores  in  silver,  but  it  is 
helpful  to  the  currency  reserve,  and  it  enables  more 
gold  to  be  held  in  the  ouiTency  resei-ve,  and  I  see  no 
objection  to  it. 

6434.  As  far  as  there  is  silver  in  the  Gold  Standard 
Resei-ve,  I  understand  you  think  the  proper  place  for 
that  silver  is  India  ? — Yes. 

6435.  On  the  other  hand,  so  far  as  the  Gold 
Standard  Reserve  consists  of  gold  or  gold  securities 
you  think  the  proper  place  for  it  is  London? — Un- 
doubtedly. 

6436.  Will  you  give  me  your  reason  for  that  ?— 
Because  it  is  only  in  London  where  it  will  be  requii-ed. 

6437.  Have  you  any  figure  in  your  mind  for  the 
total  to  which  it  should  be  sought  to  raise  the  Gold 
Standard  Reserve  P — In  my  opinion  the  Gold  Standard 
Reserve  should  be  increased  continually  as  long  as  new 
rupees  are  being  coined.  '  The  difference  between  the 
price  of  the  silver  and  the  circulating  price  should 
practically  b^  held  in  trust  for  the  public,  and  should 
be  invested. 

6438.  Would  you  continue  to  put  the  whole  profits 
of  the  silver  coinage  into  the  Gold  Standard  Reserve  ? 
— Yes,  into  the  Gold  Standard  Reserve. 

6439.  You  would  continue  that  practice  indefinitely  ? 
— Indefinitely. 

6440.  As  regai-ds  the  form  in  which  the  bulk  of 
the  Gold  Standard  Reserve  should  be  kept,  would  you 
keep  any  portion  of  it  in  gold  P— I  do  not  think  that 
it  is  necessary  to  keep  actual  gold  when  the  gold  in 
the  currency  resei-ve  is  strong. 

6441.  Provided  therefore  there  was  a  large  amount 
of  gold  in  the  cun-ency  reserve,  I  understand  from 
what  you  say  and  from  your  memorandum  (Appendix 
XXIV.,  paragraph  11,  page  592)  that  you  would  invest 
the  whole  of  the  gold  reserve  in  securities  ? — Tes,  that 
is  right. 


MINUTES   OF   EVIDENCE. 

* 


269 


17  July  1913.] 


Mr.  William  Beenakd  Hxjnteb. 


[^Continued. 


6442.  Not  merely  in  short  dated  securities  ? — No, 
a  portion  of  it  should  be  in  short  dated  securities  and 
temporary  loans,  but  a  large  portion  might  safely  be 
permanently  invested. 

6443.  I  think  in  paragraph  12  of  Appendix  XXIV. 
(page  592)  you  suggest  that  in  case  of  a  heavy  demand 
falling  en  the  Gold  Currency  Reserve  there  would  be  no 
difficulty  in  realising  such  securities  in  London  ? — I  think 
not,  if  your  reserve  of  actual  gold  in  the  currency 
reserve  was  large,  and  you,  first  released  your  gold 
and  then  immediately  afterwards  sold  or  borrowed  on  the 
securities. 

6444.  You  would  treat  the  gold  in  the  currency 
reserve  as ? — As  the  first  line  of  defence. 

6445.  As  the  first  line  of  defence  for  the  exchange .'' 
—Yes. 

6446.  And  only  as  you  were  coming  to  the  end  of 
that  would  you  think  it  necessary  to  realise  the  secu- 
rities P — No,  I  should  do  it  practically  simtdtaneously 
— release,  say  one  million  from  the  gold  reserve  and 
simtdtaneously  either  sell  the  securities  or  temporarily 
borrow  upon  them,  but  the  releasing  of  the  gold  would 
prepare  the  markets. 

6447.  Suppose  at  the  present  moment  it  was  neces- 
sary to  have  recourse  to  the  Gold  Standard  Besei-ve, 
do  you  think  that  you  could  sell  10  millions  of 
securities  on  the  London  market  ? — I  think  if  you  first 
released  15  millions  of  gold  and  placed  that  in  the 
Bank  of  England  you  would  not  have  very  much  diffi- 
culty in  aiTanging  for  that.  If  they  did  not  actually 
buy  your  securities  they  would  temporarily  advance 
against  them.  At  present  the  proportion  is  one-and- 
a-haK  in  gold  to  one  in  securities.  That  seems  to  me 
to  be  a  very  strong  position. 

6448.  Tou  think  the  gold  released  in  India  from 

the  Paper  Currency  Reserve ? — It  would  have  to 

be  released  in  London.  It  must  be  released  in  London. 
Tou  would  immediately  stop  issuing  gold  in  India  at 
once. 

6449.  In  the  case  of  such  a  crisis  you  would  refuse 
to  issue  gold  in  India  P — I  would  refuse  to  issue  gold 
in  India,  because  the  gold  issued  in  India  immediately 

goes  into  the  hands  of  the  bullion  dealers.  They 
take  it  up  as  a  speculation  ;  they  can  get  it  very  much 
cheaper  than  they  can  by  importing  gold. 

6450.  Do  you  think  the  gold  released  in  India  or 
gold  in  circulation  in  India  is  not  available  for  the 
support  of  exchange  in  a  crisis  ? — I  think  not.  I  do 
not  think  it  would  ever  be  forthcoming  in  any  large 
quantity. 

6451.  Then  your  suggestion  that  it  is  safe  to  keep 
the  London  portion  of  the  gold  reserve  in  securities 
is  based  upon  two  assumptions,  first  that  there  wiU  be 
a  large  quantity  of  gold  in  the  currency  reserve,  and 
secondly,  that  that  will  immediately  be  iised  in  case  of 
need  in  London  ? — Yes,  in  London. 

6452.  And  would  be  refused  to  India  ?— It  would 
be  refused  in  India.  It  would  not  be  necessary  in 
India  if  the  Government  sells  sterling  bills  immediately. 

6453.  {Mr.  Gillan.)  May  I  ask  at  what  point  you 
would  stop  this  giving  out  of  gold  in  India  ?  What  I 
mean  is  that  a  crisis  generally  seems  to  come  pn  very 
gradually,  and  you  have,  perhaps,  very  considerable 
withdrawals  of  gold  going  on;  presuming  they  are 
going  on  at  this  present  moment,  you  are  weakening 
your  position  before  the  actual  crisis  comes P — You  are 
weakening  your  position  by  issuing  the  gold.  I  should 
stop  issuing  the  gold  from  the  reserve  in  India  imme- 
diately the  Secretary  of  State  was  unable  to  seU  his 
Council  bills  at  Is.  4d.  and  simultaneously  ofEer  to 
draw  on  London. 

6454.  {Chairman.)  I  think  the  efEect  of  what  you 
have  said  is  that  you  would  to  a  large  extent  use  the 
Paper  CuiTency  Reserve  as  a  first  line  of  defence  for 
the  Gold  Standard.  In  view  of  that  fact,  and,  of  what 
I  think  is  a  fact,  that  the  Indian  branch  of  the  Gold 
Standard  Reserve  is  very  largely  a  Paper  Currency 
Reserve,  what  would  you  say  to  the  possibility  of 
amalgamating  the  two  resei-ves  ?— I  do  not  think  that 
the  amalgamation  is  reaUy  desirable.  I  can  see  no 
benefit  in  so  doing,  and  it  rather  hides  the  position. 
If  you  show  great  strength  in  a  special  reserve  specifi-- 
cally  for  keeping  up  exchange  it  has  a  good  effect. 


If  you  amalgamate  the  two  reserves,  the  only  thing 
that  I  can  see  would  happen  would  be  that  you  would 
increase  the  amount  of  silver  held  by,  say,  six  crores 
and  the  invested  portion  by  15  millions  and  perhaps 
two  millions  in  gold,  and  against  that  you  would  have 
to  issue  in  India  the  equivalent  in  notes  ;  and  if  you 
utilise  those  notes  for  public  works  then  your  Gold 
Standard  Reserve  has  disappeared;  if  not,  you  are 
simply  holding  the  reserve  nominally  in  India  in 
notes. 

6455.  I  think  some  of  the  criticism  which  has  been 
directed  against  the  management  of  the  two  reserves 
has  been  that  they  have  been  to  the  extent  that  you 
advise  interchangeable.  It  has  been  objected,  for 
instance,  that  the  object  of  the  Paper  Currency 
Reserve  is  to  guarantee  the  encashment  of  rupee  noten 
in  rupees,  and  therefore  any  gold  there  is  out  of  place, 
but  the  object  of  the  Gold  Standard  Resei-ve  on  the 
other  hand  is  to  guarantee  the  exchange,  and  therefore 
any  silver  there  is  out  of  place  ? — But  if  the  reserve 
will  answer  the  two  purposes  it  surely  would  be  a 
mistake  to  earmark  it  for  one  only. 

6456.  You  do  not  think  that  any  serious  confusion 
arises  from  the  existing  practice  P — Certainly  not. 

6457.  In  paragraph  16  of  Appendix  XXIV., page  593, 
you  say  "  The  invested  portion  of  the  reserve  " — I  think 
you  are  speaking  of  the  Paper  Currency  Reserve — "  lacks 
"  elasticity,  and  in  this  respect  the  Paper  Currency  Act 
"  requires  amending."  WUl  you  tell  me  what  is  in  your 
mind  as  regards  an  amendment  of  the  Paper  Currency 
Act  ? — At  present  under  the  Act  the  total  amount  of 
fiduciaiy  issue  is  limited  to  14  crores  against  the 
circulation  of  something  like  ,66  crores  at  the  present 
moment,  and  at  a  time  of  active  trade  when  there 
is  a  demand  for  more  currency  it  would  be  a  great 
advantage  to  increase  the  fiduciary  iss.ue.  I  think  that 
probably  it  might  safely  be  increased  to  a  proportion 
of  the  total  circulation. 

6458.  To  what  proportion  would  you  say  P — I  would 
say  up  to  perhaps  35  to  40  per  cent.,  and  that 
assuming  that  you  had  invested  up  to  40  per  cent,  and 
notes  then  came  in  for  encashment,  it  should  not  be 
necessary  immediately  to  realise  your  securities  until 
such  time  as  the  percentage  reached  something  between 
say  55  and  60  per  cent. 

6459.  I  do  not  quite  follow  that.  You  would  raise 
the  proportion  of  the  fiduciary  issue  by  law  to  about 
40  per  cent.  ? — Yes,  you  could  invest  up  to  40  per 
cent.  Assuming  that  you  have  invested  that  40  per 
cent,  and  notes  come  in  for  encashment,  your  specie 
reserve  would  then  have  fallen  below  60  per  cent.,  but 
I  would  not  say  that  you  must  then  immediately  sell 
your  securities,  because  that  would  tend  to  bring  about 
a  crisis,  but  you  would  allow  the  invested  portion 
to  rise  to  about  60  per  cent. 

6460.  You  would  be  getting  into  a  rather  dangerous 
position  by  that  time,  would  you  not? — Naturally, 
before  you  reached  your  60  per  cent,  you  would  be 
gradually  reahsing.  That  would  be  the  limit,  but  it 
would  be  dangerous  to  force  you  to  realise  immediately 
you  reached  the  40  per  cent. 

6461.  It  has  been  suggested  to  us  that  if  the 
proportion  of  the  fiduciary  issue  were  increased,  as  you 
propose,  it  might  be  wise  for  the  Government  of  India 
not  to  invest  up  to  the  full  limit  allowed  in  permanent 
investments,  but  to  keep  a  proportion  from  which  they 
might  make  those  loans  to  trade  which  you  think  so 
desirable  ? — That  was  my  idea — for  that  purpose 
specially. 

6462.  That  they  might  lend  temporarily  ? — Yes. 

6463.  On  securities  P — On  various  securities,  trade 
bills  among  them.  Perhaps  the  best  class  of  security 
would  be  foreign  trade  bills  ;  naturally  they  would 
turn  themselves  into  cash  in  a  very  short  time. 

6464.  You  would  not  insist  upon  the  deposit  of 
Government  securities  ? — Not  necessarily ;  I  think 
not.  Of  course,  what  I  strongly  advocate  is  a  central 
bank  with  the  note  issue,  and  then  the  general  assets 
of  the  bank  would  be  held  against  it. 

6465.  Before  we  come  to  that  I  want  to  ask  you 
one  or  two  other  questions.  Have  you  any  general 
observations  or  criticisms  upon  the  present  manage- 
ment of  the  note  system  apart  from  its  inelasticity  ? — 
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I  think  that  moi-e  could  be  done  to  popularise'  the 
circulation  of  notes  by  the  opening  of  numerous 
cuiTency  agencies  where,  not  necessarily  by  obligation 
to  be  imposed,  but  in  practice,  notes  would  be  freely 
encashed,  and  vice  versa. 

6466.  Where  Grovemment  would  undertake  to  cash 
them  as  long  as  it  was  convenient  ? — Tes,  as  long  as  it 
was  convenient. 

6467.  But  without  undertaking  a  legal  obligation  ? 
— Tes,  and  where  they  would  be  prepared  to  go  to  the 
expense  of  remitting  coin  when  necessary. 

6468.  Would  you  suggest  that  the  higher  denomin- 
ations of  notes  should  be  universalised  ? — I  see  no 
objection  to  it.  I  do  not  think  it  would  cost  sO'  very 
much.  It  would  undoubtedly  cost  something  to 
Government ;  Government  would  lose  what  at  present 
thray  make  on  the  exchange  which  they  charge  for 
currency  transfers,  a.s  lor  instance,  from  Calcutta  to 
flangoon  they  charge  one-eighth  per  cent.,  and  from 
Madras  to  Bombay  one-sixteenth  per  cent.,  and  so  on. 
It  would  immediately  lose  that,  but  indirectly  I  think 
the  gain  would  cover  it.  ■ 

6469.  The  internal  transfer  of  money  would  then 
be  done  by  notes  ? — It  would  be  done  by  notes,  and 
the  mere  fact  that  you  could  transfer  notes  from  one 
place  to  another  and  obtain  silver  would  to  a  certain 
extent  in  my  opinion  reduce  the  demand  for  the  coin. 

6470.  Now  let  me  turn  for  a  moment  to  the 
question  of  a  gold  mint  and  gold  circulation.  Tou  say 
that  in  theory  there  is  something  to  be  said  on  the  side 
of  the  advocates  of  the  gold  mint.  What  have  you  in 
mind  ? — The  mints  are  closed  to  silver,,  and  I  think  it 
is  reasonable  that  the  holders  of  precious,  metal  should 
be  enabled  to  turn  it  into  coin  ^of  the  realm  ;  and.  in 
India  especially-  what  I  really  had  in  mind  is  that  in 
times  of  scarcity  those  that  hold  gold  should  be  able 
to  convert  it  readily  into  coin  or  the  equivalent. 

6471.  From  your  observation  that  you  believe  in 
practice  the  mints  would  be  silent,  I  gather  that  you  do 
not  think  much  gold  would  come  in  ? — ^I  do  not  think 
much  gold  would  come  in,  not  sufficient  to  justify  the 
mints,  but  in  place  of  that  the  gold  could  be  received 
and  Government  could  bear  the  cost  of  shipping  it 
home. 

6472.  Prom  your  point  of  view  a  mint  is  a  rather 
expensive  luxury  ? — Tes,  it  would  be  more  economical 
simply  to  ship  the  gold  home.  While  it  is  in  transit 
it  can  be  held  as  a  portion  of  the  cuiTency  reserve. 

6473.  Tou  do  not  think  they  would  get  the  gold 
pi-oduced  by  the  Indian  mines  tendered  for  coinage  ? — 
They  might,  but  that  is  quite  a  small  quantity ;  it  is 
about  two  or  three  millions,  I  think. 

6474.  Tou  say  that  in  times  of  stress  there  is 
something  to  be  said  in  theory  at  any  rate  for  having 
a  gold  mint,  where  natives  who  have  hoarded  gold  can 
biing  it  to  be  coined  ? — Not  necessarily  to  coin  it  in 
India,  but  simply  to  present  the  gold  and  have  it 
assayed  and  refined,  and  get  cash  for  it. 

647i5.  Then,  as  far  as  there  is  in  your  view  any 
reason  for  a  mint,  the  purpose  would  be  equally  served 
by  an  undertaking  from  the  Government  to  purchase 
gold  ? — Tes. 

6476.  Would  not  the  receipt  of  gold  at  the  mint 
be  simply  a  duplication  of  the  existing  system  by 
which  gold  is  received  at  the  paper  currency  chests  ? — 
At  the  paper  currency  chests  it  is  only  sovei-eigns 
that  are  accepted  at  present. 

6477.  Not  gold  in  bullion  F  —  No,  not  gold  in 
bullion ;  so  I  understand.  Originally,  when  the-  mints 
were  first  closed  to  silver,  gold  in  bullion  was  received, 
but  I  understand  that  that  facility  has  been  withdrawn. 

6478.  Does  your  experience  lead  you  to  think  that 
the  public  have  any  difSculty  in  getting  sovereigns 
when  they  want  them  in  India? — -Not  any. real 
difficulty.  There  are  certain  restrictions  in  Madras ; 
I  speak  for  Madras  only.  Sovereigns  are  issued  in 
10,000Z.  at  a  time  only,  but  I  do  not  think  that  is  any 
real  difficulty.  The  banks  can  always  get  what  they 
want.     They  build  up  the  reserve  themselves. 

6479.  There  is  not  a  very  large  demand  for  gold  as 
cun-ency  in  Madras,;  is  there  ."—In  two  parts  of  Madras. 
In  fact,  the  two  native  States  of  Cochin  and  Travancore 

.«ince  1^03  w«  hav^  financed  entirely  by  gold,  ancl  in 


Travancore  and  Cochin  the  gold  is,  you  may  say,  inactive 
circulation  now,  but  that  has  been  the  case  only  since  last 
year.  Up  till  then  in  the  busy  season,  that  is,  when  the 
export  season  was  on,  gold  was  circulating  v6ry. freely 
in  the  bazaar,  but  when  the  export  season  ceased  and 
the  import  season  was  on — they  import  very  large 
quantities  of  rice  from  Burma — ^the  money  tlfct  came 
down  from  up-countiy  in  payment  for  the  rice  was 
entirely  in  rupees ;  but  this  last  year  I  noticed  that  a 
certain  portion  of  the  accumulations  in  the  slack 
season  has  been  in  gold,  and  I  understand  that  in  the 
Travancore  Government  treasuries  there  is  ••  a  fail' 
amount  of  revenue  now  paid  by  gold. 

6480.  Does  that  indicate  a  change  in  the  habits  of 
the  people  ;  does  it  mean  that  they  are  hoarding  less  ? 
— I  think  that  probably  it  means  that  the  rupees 
which  they  had  originally  in  hoards  have  all  come  out 
now  and  have  been  replaced  by  gold,  and  it  now 
remains  to  be  seen  whether  in  the  future  they  wUl  be 
prepared  to  take  all  gold  or  whether  we  will  not  have 
to  send  a  very  large  quantity  of  silver  down  there 
now.  A  curious  thing  is  that  in  those  places  they 
will  not  look  at  notes. 

6481.  (Sir  Robert  Chalmers.)  Historically  gold,  was 
a  great  portion  of  the  currency  in  Madras  ? — Tes,  but 
I  think  in  those  days  the  actual  circulation  was  very 
small,  and  almost  everything  was  paid  in  kind.  All 
wages  would  have  been  paid  in  kind,  and  rents  were 
paid  in  kind.  In  fact,  in  some  places  in  Madras  now 
rents  are  still  paid  in  kind. 

6482.  The  metallic  currency  of  Madras  in  the  old 
days  was  the  swami  pagoda? — Tes,  the  actual  gold 
coin.  , 

6483.  Gold  ctuTency  has  a  historical  basis  therefore 
in  Madras  ? — ^Tes.        - :    ' 

6484.  (Chairman.)  I  suppose  you  feel  that  as 
bankers  your  business  is  to  give  the  pubHc  what  they 
ask  ? — Tes. 

6485.  But  yoii  have  a  preference ;  if  you  could 
influence  them  would  you  influence  them  to  take  gold 
rather  than  notes  or  vice  versa  ? — I  do  what  I  can  to 
influence  them  to  take  notes.  I  am  always  prepared 
in  the  up-country  branches  to  buy  bills  on  the  centres 
at  a  cheaper  rate  if  they  will  take  the  proceeds  in 
notes,  and  to  some  extent  we  have  been  abl6  to  increase 
the  circidation  in  this  way. 

'  6486.  Will  you  tell  me  briefly  your  reasons  for 
encouraging  the  circulation  of  notes  rather  than  gold  ? 
— The  chief  reason  to  my  mind  is  that  the  gold  would 
then  be  in  the  central  reserve,  it  would  be  obtainable 
when  it  was  wanted,  and  also  that  the  larger  your 
circulation  of  notes  is  the  smaller  the  quantity  of  gold 
which  would  be  necessary  because  you  would  increase 
your  fiduciary  issue  according  to  the  increase  of  the 
issue. 

6487.  I  take  it  that  you  hold  that  gold  is  a  wasteful 
medium  of  cii-oulation  ?, — ^Tes,  I  agree  to  that. 
.^    6488.  That  the  more  it  enters  into  circulation  in 
displacement  of  notes   or   rupees  the  less  the  profit 
which  the  Indian  Government  can  obtain  ? — ^Tes.  . 

6489.  Further,  I  understand  you  to  hold  that  gold 
in  reserve  is  infinitely  more  valuable  for  the  mainten- 
ance of  the  exchange  than  any  amount  of  gold  in 
circulation  ? — Tes,  I  agree  to  that. 

6490.  Tou  say  in  paragraph  27  of  Appendix  XXIV. 
(page  594)  that  the  Mahomedan  law  of  succession  directly 
leads  to  the  hoarding  of  gold.  I  do  not  want  to  go  into 
that  at  length,- but  could  you  briefly  explain  to  me. how 
that  is  ?^We  will  take  the  Hindu  law  of  succession.  I 
mustexclude  Bengal  where  the  lawis  somewhat  difEerent, 
but  generally  speaking  all  over  India  according  to  the 
Hindu  law  of  succession  the  family  is  an  undivided 
family  and  the  property  is  divided  among  the  male 
members  of  the  -family ;  so  that  although  a  man  may 
have  unlimited  means,  may  have  his  investments,  in 
stocks  and  shares  and  deposits  in  baiis,  and  inay  even 
specially  iasure  .his  life  in  favouf  of.his  wife,  yet.the 
-widow  cannot  claim  twopence ;  the  only  things /that 
she,  can  claim  are  ,the  gold  . ornaments  which  she 
possesses,  and  I  believe  it  is  now  extended  to  actual 
gold  coin  which  she  has  in  .her  personal  possession. 
The  man  might  have  no.  sons,  but  if  there  was  sdme 
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tecamp  of  a  nephew  ^11  the  property  must  go  to  the 
nephew. 

6491.  So  that  it  is  in  fact  the  only  provision  that  a 
man  can  make  for  his  wife  or  daughters  ? — Yes.  Then 
*ith  regard  to  the  Mahomedan  law  of  succession,  that 
as  different,  because  there  the  wife  and  daughters  are 
entitled  to  a  certaiin  proportion;  but  then  they  ai-e 
entirely  gosha,  that  is  to  say,  they  cannot  go  out,  and 
they  are  dependent  entirely  Upon  agents  to  look  after 
their  affairs,  and  they  are  very  badly  swindled  ;  in  fact, 
they  practically  get  nothing.  If  I  may  say  so,  since  I 
wrote  this  I  have  had  the  advantage  of  having  a 
conversation  with  a  member  of  the  Egyptian  Govern- 
ment connected  with  finance  there.  I  was  talking 
over  the  matter,  and  he  told  me  that  exactly  the  same 
thing  exists  in  Egypt. 

64'92.  Now  I  conie  to  the  question  of  a  central 
bank.  Y"ou  are  strongly  in  f  avoiir  of  the  establishment 
of  a  central  bank  ? — I  think  it  would  undoubtedly  be  a 
good  thing  for  India. 

6493.  Am  I  right  in  thinking  that  you  regard  the 
reserve  treasury  system  as  the  chief  cause  of  the 
annual  periods  cf  strihgency  in  India? — One  of  the 
causes — the  reserve  treasuries  and  also  the  accumu- 
Iditions  in  the  other  treasuries. 

6494.  It  is  to  remedy  that  condition  of  things  that 
you  propose  the  establishment  of  a  central  bank  which 
shall  hold  all  the  balances  of  the  Government  of  India, 
and  of  the  India  Ofiice? — Tes,  tha,t  is  one  of  the 
reasons. 

6495.  WUl  you  give  me  your  other  reasons  ? — Such 
a  bank  would  also  have  much  greater  credit,  and,  with 
a  London  office  could  in  times  of  stress  be  in  a  position 
to  raise  further  finances.  Then  again,  it  would  do 
away  with  the  trouble  as  to  where  the  balances  of  the 
Indian  Government  were  to  he  located.  It  would  not 
Imatter  whether  they  were  with  the 'London  office  of 
the  bank  or  with  the  Calcutta  office,  because  they 
would  still  be  available  in  the  reserve  of  that  bank,  and 
would  enable  it  to  finance  more  trade.  If  they  were  in 
London  they  would  also  be  of  assistance  in  London^ 
because  they  would  be  with  the  Bank  of  England. 

6496.  Tou  contemplate  that  such  a  bank  would 
manage  the  paper  currency  system  ? — They  would  take 
over  the  pstper  currency  and  the  bank  would  be  in  a 
position  largely  to  increase  the  circulation.  It  would 
be  so  much  to  their  interest  to  increase  it,  and  they 
would  be  prepared  to  spend  more  in  moving  specie 
about  for  the  encashment  of  notes,  looking '  indirectly 
ta  the  profits  which  they  would  make  '  oh  the  inveisted 
portioh. 

6497.  Do  you  contemplate  that  the  Government 
would  transfer  the  whole  of  the  profits  of  the  note 
iSs'ue  to  such  a  bank  ?— That  is  perhaps  a  matter  of 
detail  to  be  arranged  afterwards.  I  should  liot  think 
that  the  bank  would  ask  for  the  whole  profit.  I  should 
think  that  probably  the  Government  would  be  entitled 
to  the  average  profit  which  they  had  made  for  ,the  last 
so  many  years,  and  if  they  were  interested  in  the  bank 
in  tlie  way  of  shareholders  as  well — and  I  see  no  reason 
why  they  should  not  be  interested — they  would  then 
benefit  by  the  profit  made  by  the  bank.  •   -   -  -.    -. 

6498.  How  do  you  contemplate  that  such  a  bank 
should  be  brought  into  existence.  Is  it  to  be  super- 
imposed on  the  present  banking  arrangements  of 
India  or  is  it  to  have  its  birth  in  the  amalgamation  of 
the  existing  Presidency  banks? — By  the  amalgamation 
of  the  existing  Presidency  banks.  I  do  not  think 
there  is  room  in  India  for  a  big  central  bank  and  the 
Presidency  banks  as  well. 

6499.  The  mere  amalgamation  of  the  banks  with 
their  existing  resources  would  hardly  answer  your 
expectations,  would  it  ?— Necessarily  if  we  were  taking 
over  the  note  issue  we  would  have  to  increase  our 
capital.     That  would  be  expected  of  us. 

6500.  Tou  talked  just  now  of  having'  the  Govern- 
ment as  shareholders.  Are  you  looking  to  the 
Government  for  the  increase  of  capital,  or  only  for  a 
portion  of  it  ? — I  thoujght,  as  a  matter  of  f aCt,  that  it 
would  be  possible  for  the  Government  to  take  up  a 
great  portion  of  the  new  capital  from  theij-  silver 
bi-anCh  of  the  Gold  Standard  Reserve.  They  have  at 
present  got  six  crores  there,  and  if  they  simply  put 


those  six  crores  into  the  currency  reserve,  and  issue 
six  crores  of  notes,  the  transaction  is  complete,  and  it 
is  interest  bearing,  and  the  rupees  which  you  put  into 
the  currency  reserve  are  just  as  useful  there  for  tho 
purpose  for  which  they  are  held  as  they  are  at  the 
present  moment. 

6501.  Tou  iuvest  six  crores  of  the  currency  reserve 
in  bank  shares  ? — Of  the  Gold  Standard  Reserve.  Tou 
put  the  silver  iuto  the  cui-rency  reserve  and  issue 
notes,  and  thus  increase  the  capital  of  the  bank. 

6502.  The  rock  bottom  of  the  whole  thing  is  that 
you  have  invested  six  crores  of  the  Gold  Standard 
Resei've  in  shares  of  the  Bank  of  India  ? — In  shares  of 
the  Bank  of  India.  It  is  not  necessary  that  the 
Government  should  hold  the  shares  indefinitely ;  it  is 
only  if  the  central  bank  is  approved  that  that  would 
be  the  way  in  which  it  could  be  formed  originally,  and 
they  could  gradually  ^et  rid  of  the  shares  in  the  market 
if  considered  desirable. 

6503.  "What  control  of  or  representation  on  such  a 
bank  do  you  think  the  Government  would  have  ? — It 
would  be  necessary  to  have  a  number  of  local  boards  in 
in  my  opinion  ;  you  would  have  one  in  London,  one  in 
Calcutta,  onein  Bombay,  one  in  Madras,  and  perhaps, 
if  necessary,  in  other  centres  later  on,  and  I  think 
certainly  that  the  Government  would  be  entitled  to 
have  representatives  on  the  directorate. 

6504.  Would  you  give  the  Government  represen- 
tatives a  veto  or  would  they  only  vote  like  their 
colleagues? — I  think  the  mere  fact  of  their  being 
present  would  be  sufficient.  Of  course,  they  would 
have,  indirectly,  practically  a  power  of  veto,  as  the 
central  bank  would  be  so  much  dependent  on 
their  goodwill,  and  if  the  central  bank  were  doing 
things  of  which  they  did  not  approve,  the  Government 
would  immediately  withdraw  the  facilities.  It  would 
bring  such  pressure  to  bear,  that  really  all  that  is 
necessary  is  to  have  directors  who  will  watch  what  is 
being  done. 

6505.  Supposing  all  the  balances  were  transferred 
to  a  bank  of  this  kind,  do  you  think  that  in  normal 
times  it  would  set  free  much  money  which  is  now 
locked  up  ? — 1  think  so.  I  think  that  a  large  portion 
of  the  balances  in  the  treasuries  would  be  available, 
especially' if,  later  on,  they  were  able,  as  I  surmise  they 
would  be  able,  to  increase  the  circulation  of  notes.  It 
would  be  then  a  very  much  simpler  matter  to  bring  all 
the  funds  as  they  ai-e  collected  in  the  sub-treasuries,  to 
the  headquarters  (immediately  by  note  remittances. 

6506.  This  bank  would  combine  in  one  reserve  the 
banking  and  the  currency  reserves  of  India  now  divided 
between  the  Presidency  banks  and  the  Government  ? 
— Tes,  banking.  Government  reserves,  and  treasury 
reserves. 

6507.  It  would  take  over,  as  I  understand,  the 
whole  of  what  you  might  call  the  the  banking  business 
now  done  by  the  India  Office  ? — Tes. 

6508.  The  sale  of  drafts  on  India  ? — ^Tes. 

6509.  And  the  lending  out  of  balances  in  the  city 
of  London,  if  necessary  ? — Tes. 

6510.  Would  it  also  undertake  the  business  of 
keeping- exchange  steady  ?-^It  could  only  do  so  as  the 
agent  for  Government.  The  Gold  Standard  Reserve 
fund  would  remain  a  Grovernment  Fund,  and  the  Govern- 
ment would  still  have  the  profits  on  the  minting  of  silver, 
and  they  would  have  to  bear  the  cost  of  maintaining 
the  exchange. 

6511.  The  responsibility  for  the  management  of  the 
Gold  Standard  Reserve  would  still  necessarily  remain 
with  the  Government  of  India  ? — ^It  would  necessarily 
remain  with  the  Government  of  India. 

6512.  And  it  would  only  be  through  the  use  by 
Government  of  that  reserve  that  the  exchange  could  be 
maintained  ?^— Tes. 

6513.  Do  you  think  that  the  Government  could 
safely  leave  such  very  large  balances  with  a  bank  of  the 
character  that  you  have  described  ? — If  it  were  a  bank 
with  roughly  a  capital  of  10  millions  as  was  suggested, 
the  comparison  would  then  be  as  I  have  shown  in  my 
statement ;  in  the  case  of  the  Bank  of  England  the  per- 
centage of  capital  to  liabihties  is  18  ■  6  per  cent.,  as  com- 
pared with  the  Bank  of  Prance  3  per  cent.,  the  German 
Imperial  Bank  7  per  cent.,  and  the  suggested  Bank  of 
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India  14  per  cent. ;  that  is  to  say,  14  per  cent,  against 
the  Bank  of  England  which  is  18  per  cent.  That  is 
the  largest ;  it  is  much  higher  than  the  others.  If  you 
take  the  proportion  of  specie  reserve  to  liabilities  the 
suggested  bank  would  have  53  per  cent,  as  against  the 
Bank  of  Prance,  which  is  the  largest,  60  per  cent. 

0514.  Of  the  10  millions  pounds  which  you  are 
allotting  to  the  bank  four  millions  would  in  effect  be 
the  Government's  own  money  ?  —  Temporarily,  until 
they  realised. 

6515.  Until  they  disposed  of  the  shares  ? — Tes. 

6516.  Do  you  not  think  that,  with  the  responsibility 
which  you  would  leave  to  that  bank  for  large  Govern- 
ment balances,  and  above  all  for  the  note  issue,  it 
might  be  necessary  to  insist  that  the  shares  should 
have  an  uncalled  liability.  I  imderstand  that  at 
present  the  Presidency  banks  are  fully  paid  up  ? — The 
shares  of  the  Presidency  banks  are  fully  paid.  1  think 
from  one  point  of  view  it  might  be  desirable,  but  it 
might  put  difficulties  in  the  way  of  the  scheme. 

6517.  1  quite  understand  that  ? — 1  mean  because  so 
many  of  the  shareholders  are  retired  officials  with 
pensions,  and  they  would  not  like  to  saddle  themselves 
with  a  liability  of  that  description. 

6518.  Supposing  that  it  were  held  that  there  must 
be  uncalled  capital  in  order  to  provide  a  sufficient 
guarantee  of  security,  do  you  think  that  the  objection 
to  that  would  be  so  strong  as  practically  to  make  it 
impossible  for  the  Presidency  banks  to  come  into  the 
scheme  ?  —  It  might  wreck  the  scheme.  It  is  not 
possible  to  say  definitely.  It  would  be  a  pity  I  think 
to  run  the  risk. 

6519.  Great  importance  has  been  attached  by  some 
witnesses  to  the  present  local  management  of  the 
banks.  If  I  may  refer  to  a  particular  witness,  here  is 
what  one  witness  says  :  "  Each  of  the  three  Presidency 
"  banks  has  evolved  a  practice  adapted  to  its  own 
"  environment  and  their  absorption  by  a  State  bank 
"  would  in  a  large  measure  involve  the  sacrifice  of 
"  the  advantages  to  trade  which  this  specialisation 
"  secures  "  ;  and  he  goes  on  to  say  that  he  thinks  it  of 
great  importance  that  there  shoiild  be  local  manage- 
ment in  order  that  the  policy  of  the  banks  may ,  be 
directed  to  meet  the  local  requirements.*  You  do  not 
think  that  the  necessary  centralisation  in  creating  a 
State  bank  would  interfere  with  the  banks'  power  to 
meet  the  different  needs  of  the  different  localities  ? — 
I  think  not,  with  local  boards  given  sufficient  powers. 

6520.  You  would  have  to  give  considerable  powers 
to  the  local  boards  ? — Yes,  you  would,  and  certain 
safeguards,  so  that  the  resources  of  one  Presidency 
would  be  available  for  that  Presidency.  It  would  all 
be  a  matter  of  the  general  arrangements,  and  1  see 
no  reason  to  anticipate  that  there  will  be  any  undue 
preference  given  to  one  centre  over  another. 

6521.  Did  you  contemplate  having  representatives 
of  the  Government  on  the  local  boards  as  well  as  on 
the  central  board  ? — Yes,  I  think  so. 

6522.  I  am  not  quite  clear  what  position  this 
bank  would  hold  vis-a-vis  of  the  exchange  banks. 
Wovdd  it  do  general  exchange  business  ? — My  idea 
would  be  that  it  would  confine  itself  to  doing  exchange 
business  for  the  exchange  banks,  buying  and  selling 
on  London  or  on  India  practically  for  the  exchange 
banks,  re- discounting  exchange  bank  bills  in  India, 
and  selling  on  India  in  London  to  the  exchange  banks 
only.  I  realise  that  the  exchange  banks  have  done 
very  good  work  in  India,  and  that  it  would  not  be 
right  in  any  way  to  hamper  them  in  their  legitimate 
business.  They  have  got  vested  interests  which  should 
be  respected. 

6523.  Would  you  propose  that  the  bank  should 
have  power  to  borrow  in  London  ? — Undoubtedly. 

6524.  I  presume  that  would  be  objected  to  by  the 
exchange  banks  ? — 1  do  not  think  that  the  exchange 
banks  would  object  to  our  borrowing  in  London  pro- 
viding that  there  were  safeguards  with  regard  to  ex- 
change business.  Their  objections  previously  have 
always  been  that  they  thought  it  was  the  thin  end  of 
the  wedge  of  getting  into  exchange  business  ;  they  are 
frightened  that  we  would  borrow  in  London,  and  then, 
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in  order  to  remit  the  money  we  have  borrowed  in 
London,  go  out  into  the  market  against  them  and  buy 
bills  in  London  on  India,  and  vice  versa,  that  to  pay 
off  the  loan  we  should  buy  bills  in  India  against  them, 
and  remit  to  London  to  pay  off,  and  that  we  should 
keep  the  ball  rolling,  and  that  we  should  bon-ow  a 
gi-eat  deal  more  than  we  wanted  in  oi-der  to  enable  us 
to  carry  out  the  operation. 

6525.  Your  remedy  for  that  is  that  you  should  buy 
or  sell  only  through  the  exchange  banks  ?  —  Only 
through  the  exchange  banks.  It  really  comes  to  this, 
that  we  are  simply  doing  what  Government  ai-e  doing 
with  regard  to  Council  bills  now  and  selling  on 
London.  The  only  axidition  to  that  that  would  be 
probable  would  be  ihe  possibility  of  re-discounting 
the  sterling  bills  for  the  exchange  banks  in  India  at 
a  time  when  discount  rates  were  high  in  London  and 
money  was  pai"tioularly  cheap  in  India. 

6526.  If  such  a  bank  were  established  would  you 
pi'opose  that  the  Government  of  India  should  issue 
fresh  mpees  when  asked  by  them  ? — I  should  think 
that  the  Government  of  India  would  be  guided  largely 
by  the  advice  of  the  central  bank  as  to  when  it  was 
necessary  to  coin  fresh  mpees. 

C527.  One  fiu-ther  question,  and  I  think  I  have 
done.  Supposing  that  it  were  decided  that  there 
should  be  no  such  central  bank,  do  you  desire  to 
recommend  any  alteration  in  the  conditions  which 
now  govern  the  Presidency  banks  ? — I  think  that  the 
whole  Bank  Act  should  be  amended,  and  especially 
that  the  banks  should  have  access  to  London  for 
borrowing  purposes. 

6528.  That  is  what  I  had  in  mind ;  you  think  that 
they  should  be  enabled  to  bon-ow  in  London  ? — Yes. 

6529.  But  not  to  deal  in  exchange  ? — But  not  to 
deal  in  exchange  ;  I  would  exclude  dealing  in  exchange. 
They  should  borrow  in  London  and  remit  through 
Council  bills,  and  when  they  have  to  pay  back  the 
money  they  must  remit  through  the  exchange  banks 
or  by  Government  drafts. 

6530.  {Sir  Robert  Chalmers.)  In  your  experience  is 
thei-e  any  movement  among  the  Presidency  banks 
themselves  towards  amalgamation  ? — I  cannot  say  that 
there  has  been  a  movement  among  them.  I  have 
personally  discussed  the  matter  with  the  Bank  of 
Bengal,  but  it  was  at  very  short  notice ;  it  was  only 
when  this  Connnission  was  appointed  and  I  wa3  asked 
to  attend  as  a  witness,  that  I  went  up  to  Calcutta  just 
for  a  short  time. 

6531.  You  are  not  aware  of  any  movement  among 
the  Presidency  banks  ? — Uo. 

6532.  There  is  nothing  in  the  way  of  their  own 
interest  as  trading  concerns  which  has  promoted  such 
a  movement  so  far  as  you  know  up  to  the  present 
time? — Up  to  the  present  time  there  has  been  no 
movement. 

6533.  Outside  the  Presidency  banks  themselves  is 
there  in  yom-  obsei-vation  any  organic  movement 
among  the  public  to  impel  a  union  or  confederation  ?— 
No,  there  has  been  nothing  of  the  kind  so  far  as  I  know. 

6534.  So  that  it  is  not  a  popular  movement  either 
in  or  outside  the  Presidency  banks  ?— Not  that  I  am 
aware  of.  I  have  put  the  thing  forward  because  in  my 
opinion  it  is  a  very  desirable  move  and  a  step  in  the 
right  direction,  and  it  would  help  on  India  generally. 

6535.  Assuming  that  there  were  a  State  bank  on 
the  lines  which  you  have  indicated  to  the  Commission, 
your  position  is  that  the  responsibility  should  to  a 
very  large  extent  be  left  with  the  Government ;  they 
would  be  directors  of  the  central  institution  and  on 
the  local  boards,  and  should  have  a  power  of  veto  I 
think  you  said  in  practice  ?— In  practice  they  would. 

6536.  And  they  would  be  so  far  the  biggest 
customer  that  they  would  be  able  to  bring  very  gi'eat 
pressure  to  bear  ? — They  would  be  able  to  bring  very 
great  pressure  to  beai-,  yes. 

6537.  Leading  possibly  if  they  pressed  it  far 
enough,  to  the  upheaval  and  destruction  of  the  institu- 
tion?—Yes,  but  that  is  unthinkable,  as  they  are  so 
much  interested  themselves. 

6538.  So  far  aa  the  responsibility  is  ultimately  left 
with  the  Government,  would  the  advantage  from  a 
State  bank  mainly  be  to  the  public  through  the  bank 
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in  the  way  of  gettin^money  available  more  readily  for 
trading  requirements  ? — ^I  think  so. 

6539.  That  is  really  the  bedrock  of  your  pro- 
position ? — Tes. 

6540.  Tou  want  to  get  money  available  when  trade 
wants  it  ? — I  want  to  get  money  for  trade  purposes, 
and  the  general  development  of  the  country,  railways, 
and  so  forth-i^to  economise  the  use  of  money. 

6541.  Would  not  this  advantage  tend  to  be  secured 
in  another  way,  that  is  by  lending  out  balances,  or  say  a 
part  of  the  fiduciary  portion  of  the  Paper  Currency 
Reserve  ? — That  would  be  a  step  in  the  right  direction, 
but  I  do  not  think  it  would  have  the  same  effect. 

6542.  Why  should  it  not  have  the  same  effect? 
Suppose  that  under  your  State  bank  plan  you  get 
aj  crores  of  rupees  available,  if  you  got  x  crores  of 
rupees  available  from  the  fiduciary  portion  of  the 
Paper  Currency  Reserve,  would  not  that  be  the  same  ? 
— Unless  the  bank  had  the  direct  management  it 
would  mean  long  con-espondence  before  the  money 
was  made  available  for  trade,  and  the  time  would  be 
past  when  it  was  required. 

6543.  Tou  think  there  would  be  difiiculties  owing 
to  creaking  machinery  ? — There  would  be  difficulties  in 
the  machinery. 

6544.  And  it  would  come  to  this,  that  if  the 
machinery  was  so  oiled  as  to  make  the  balances 
available,  that  would  tend  to  meet  your  main  object  in 
connection  with  the  State  bank  ? — Quite  so. 

6545.  May  I  ask  you  a  question  or  two  about 
exchange.  Tou  say  when  •  exchange  weakens  and  you 
cannot  sell  telegraphic  transfers  and  Council  bills  at 
Is.  4^d.  and  Is.  4d.  respectively,  they  should  cease  to 
be  offered.  That  is  the  essential  portion  of  your 
scheme  so  far  as  exchange  is  concerned  ? — To  my  mind 
it  would  strengthen  exchange  very  much  if  that  were 
done.  When  they  are  unsaleable  at  those  rates  it 
shows  distinctly  that  there  is  no  demand.  It  is  easier 
to  keep  exchange  up  than  to  bring  it  up  again  when 
once   it   has   dropped.     The   best   way   is  to   keep  it 


6546.  Tou  are  not  prepared  to  work  exclusively 
therefore  between  gold  import  and  gold  export  point  ? 
—'So,  I  think  that  it  is  preferable  to  keep  within 
narrower  limits. 

6547.  Are  there  any  other  countries  which  you 
can  point  to  where  exchange  is  not  allowed  to  find  its 
own  level  by  the  equation  of  supply  and  demand  ? — 
No,  I  do  not  think  there  is  any  other  country. 

6548.  Take  France  for  instance.  Let  us  assume 
that  their  specie  points  are  25  f .  11  c.  and  25  f .  33  c.  ? 
—Tes. 

6549.  They  sell  between  those  points ;  but  you 
would  make  a  difference  in  the  case  of  India  ?  —  I 
would  make  a  difference  in  the  case  of  India. 

6550.  Tou  would  stand  out  for  a  top  price ;  you 
would  not  drop  to  the  specie  limit  below  ? — No. 

6551.  Suppose  that  theory  of  exchange  were  carried 
out  in  other  countries,  what  would  happen ;  it  would 
tend,  would  it  not,  to  stop  exchange  operation  through 
banks.  If  a  buyer  stands  out  for  the  lowest  price,  and 
the  seller  for  the  highest  price,  you  do  not  get  any 
business  done  ? — Tes,  but  through  my  scheme  you  are 
simply  finaricing  the  bank,  you  are  not  financing  the 
general  public. 

6552.  It  has  relation  to  the  bank  ? — It  has  relation 
to  the  exchange  banks  only.  The  specie  point  between 
London  and  India  is  a  much  larger  difference  than 
that  between  London  and  France.  There  is  plenty  of 
room  for  the  banks  making  their  profits  although 
you  reduce  the  limits. 

6553.  But  that  difference  in  amount  does  not 
affect  the  question  of  principle,  does  it?  Tou  are 
proposing  to  ignore  at  least  one  of  the  specie  points, 
and  to  say  that  you  will  stand  out  for  a  top  price. 
What  I  am  asking  you  about  is  this.  I  would  like  to 
learn  your  reasons  for  departing  from  the  practice 
which,  I  understand  you  agree,  is  the  general  practice 
of  equating  supply  and  demand  ? — In  my  opinion  the 
closer  you  can  bring  the  specie  points  the  better. 

6554.  Can  you  bring  that  closer  ?— No,  you  cannot 
bring  the  specie  points  closer,  but  by  such  an  operation 
as  this  you  make  the  transfer  of  funds  from  one  market 
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to  the  other  as  cheap  as  possible.  There  is  less  risk  in 
transferring  funds  freely  from  one  centre  to  the 
other. 

6555.  Would  your  system  be  cheaper  than  any 
other  ?  Would  not  your  system  involve  the  shipment, 
of  gold  to  and  fro  more  ? — No,  practically  there  would 
be  no  gold  shipment  at  all. 

6556.  Tou  think  that,  do  you  t* — I  do.  It  is  with 
the  object  of  saving  gold  from  being  shipped  from 
here  that  I  sell  on  India  below  specie  point. 

6557.  That  is  your  view.  Tou  would  not  be 
prepared  then  to  accept  the  doctrine  that  it  would  be 
the  business  of  the  Secretary  of  State  to  get  his  money 
across  if  and  when  it  is  available  according  to  the 
terms  of  the  day  ? — ^I  think  it  is  advisable  that  the 
rate  should  be  such  as  will  save  gold  from  being 
withdrawn  from  London.  My  real  object  in  keeping 
the  rate  below  the  specie  point  is  to  avoid  the  shipment 
of  gold  from  London,  because  the  withdrawal  of  gold 
from  London  reacts  on  the  India  export  trade. 

6558.  But  you  feel  that  your  system  is  a  more 
artificial  one  than  the  one  usually  in  force  ? — ^Tes. 

6559.  i^Sir  Ernest  Cable.)  In  talking  about  Govern- 
ment loans,  you  said  that  you  thought  that  not  much 
more  money  could  be  borrowed  in  India  by  Government 
than  is  now  being  borrowed  ? — I  did. 

6560.  Tou  mean  of  course  on  the  present  terms 
and  conditions  ? — On  the  present  terms  and  conditions. 

6561.  If  the  rate  of  interest  were  raised  on  a  fixed 
term  loan  could  not  a  great  deal  more  be  borrowed  ? 
— It  is  possible  that  larger  loans  could  be  floated  if 
better  tei-ms  were  offered,  but  it  would  have  the  effect 
of  depreciating  the  present  securities. 

6562.  Tou  said  just  now  with  reference  to  a  central 
bank  that  there  was  no  popular  movement  in  favour  of 
a  central  bank  in  India ;  but  in  your  experience  of  . 
India  do  you  find  popular  movements  frequent  and 
insistent,  or  are  they  somewhat  rare  and  weak  ? — I 
think  they  are  rare. 

6563.  They  are  rare  and  weak,  and  so  one  has  to 
move  ahead  of  them  ? — Tes. 

6564.  Tou  said  with  regard  to  that  simple  operation 
of'  placing  Government  money  at  the  disposal  of  the 
banks  during  the  winter  season,  that  there  would  be  some 
delay,  and,  in  Sir  Robert  Chalmers'  phrase,  that  there 
would  be  creaking  in  the  machinery.  It  is  one  simple 
operation,  but  throughout  the  whole  of  yoxu-  memorandum 
(Appendix  XXIV.,  page  591),  if  you  will  glance  through 
it  from  that  point  of  view,  I  notice  that  you  recommend 
mostintiicate  banking  operations  should  be  performed  in 
order  to  caiTy  out  your  exchange  policy  and  your  lending 
policy  and  so  on — banking  operations  which  perhaps 
the  Government  could  not  carry  out  so  well  as  a 
central  bank.  Is  that  your  view  ? — That  is  my  view. 
The  central  bank  would  carry  them  out  more 
expeditiously,  and  would  be  in  a  position  to  know 
the  pulse  of  the  market,  and  to  know  what  was 
required  to  meet  the  needs  more  quickly  than  a 
government  possibly  could  do. 

6565.  It  has  been  said  by  some  people  on  the 
subject  of  a  central  bank  that  the  area  over  which 
this  bank  would  extend  its  operations  is  too  Large  to 
secure  efficient  management.  Have  you  any  views 
about  that? — ^I  do  not  think  that  that  difficulty  is 
insuperable.  If  we  take  the  present  sphere  of  the 
Bank  of  Bengal,  it  probably  covers  more  than  three- 
fourths  of  the  area,  leaving  the  other  to  the  Bank  of 
Madras  and  the  Bank  of  Bombay ;  and  with  local 
boards  I  see  no  insuperable  difficulty. 

6566.  So  you  think  that  the  amalgamated  bank 
would  simply  proceed  to  extend  those  spheres  of 
influence  already  marked  out  ? — Tes. 

6567.  Without  much  change  ?  —  Without  much 
change. 

6568.  Tou  mentioned  that  Calcutta  should  be  the 
head  office.  Have  you  any  reasons  to  give  for  that  ? — 
Calcutta  is  the  head  office  of  the  largest  of  the  three 
banks  ;  the  capital  of  the  Bank  of  Bengal  is  more 
than  the  combined  capital  of  the  other  two  banks,  and 
I  think  that  naturally  on  such  an  amalgamation  the 
Bank  of  Bengal  would  be  entitled  to  consider  Calcutta 
as  the  head  office, 
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6569.  Geograplucally  there  miglit  be  some  diffi- 
culty ?■ — Geographically  Calcutta  is  more  or  less  equi- 
distant. If  you  take  the  distance  from  Calcutta  to 
Delhi,  Calcutta  to  Bombay,  Calcutta  to  Madras,  or 
Calcutta  to  Rangoon,  it  is  more  or  less  centi-al. 

6570.  But  if  there  were  certain  local  jealousies 
which  would  militate  against  the  immediate  formation 
of  this  bank  with  a  Calcutta  head  office,  you  would 
have  no  objection  to  having  another  centre  for  the 
head  office  ? — No  ;  if  it  was  a  case  of  elsewhere  to  save 
wrecking  the  scheme.  I  would  raise  no  objection  if 
it  were  Madras. 

6571.  The  financial  scheme  which  you  suggested 
seemed  to  me  to  be  open  to  the  objection  that  wfe 
have  had  put  before  us  by  other  witnesses  of  involving 
a  very  large  capital,  and  if  the  Government  were  to 
come  in  as  shareholders  at  the  begiiming,  it  would  be 
necessary,  I  suppose,  to  capitalise  the  imdertaking 
at  the  market  price  of  the  shares  ?— The  new  oa,pital 
would  have  to  be  capitalised,  of  course. 

6572.  At  the  market  price  ?-^Tes. 

C573.  I  might,  perhaps,  suggest  an  alternative 
scheme  which  is  free  from  the  objection  of  starting 
with  a  vei-y  large  capital.  "Would  it  not  be  easy  to 
make  the  ratio  between  capital  and  reserve  the  same 
in  each  of  the  Presidency  banks  ?'  This  is  already 
more  or  less  the  case  now,  is  it  not  ? — ^They  are  more 
or  less  now.  The  reserve  of  the  Bank  of  Bombay 
is  slightly  in  excess  of  their  capital ;  in  Madras  it  is 
very  close,  and  so  is  the  Bank  of  'Bengal. 

6574.  It  could  be  done  with  more  or  less  difficulty? 
— There  would  be  very  little  difficulty  in  doing  it. 

6575.  If  they  were  brought  up  to  the  same  ratio, 
then  the  shareholders  of  the  central  bank  might  receive 
share  for  share  of  their  present  holdings  in  the 
existing  banks.  That  would  be  quite  a  fair  distri- 
bution ? — Tes. 

6576.  Then  with  regard  to  the  iiew  capital  which, 
of  course,  is  required,  would  you  see  any  objection 
to  this,  namely,  that  the  new  capital— let,'  us  call  it 
three  crores  of  rupees  for  the  sake  of  argument — 
should  be  offered  to  the  existing  shareholders  pro  rata, 
and  that  only  20  per  cent,  of  the  new  capital  should 
be  called  up .'' — I  see  no  objection  to  that  proposal. 

6577.  That  would  create  a  very  large  reserve  of 
uncalled  capital,  and  would  perhaps  justify  the  Govern- 
ment in  having  the  greatest  confidence  in  the  new 
bank  ? — I  would  suggest  three  crores  with  35  per  cent, 
paid  up. 

6578.  Leit  us  say  20  per  cent.  This  would  give  you 
all  the  capital  you  wanted,  and  you  would  also  have  a 
la^ge  amount  of  uncalled  capital,  which  would,  I  think, 
help  to  induce  the  Government  to  hand  over  the  whole 
of  the  balances .'' — I  would  have  no  objection  to  that.  I 
have  not  set  my  heart  oh  any  special  scheme  at  all ; 
I  am  quite  open  to  any  suggestion. 

6579.  Do  you  thmk  that  this  new  central  bank 
would  hav?  the  effect  of  drawing  out  any  money  from 
the  hoards  ? — In  so  far  as  it  would  increase  the  number 
of  branches,  it  would  probably  bring  out  a  small 
amount,  but  not  very  much. 

6580.  There  are,  hoards  of  two  classes  in  India,  are 
there  not ;  there  are  hoards  by  the  princes  and  inaha- 

I?— Tes.  , 


6581.  "Would  not  those.be  extracted  ?■ — Yes,  I  think 
probably  we  could  get  hold  of  more ,  of  thos^.  Even 
now  we  have  a  fair  amount. 

6582.  (Chairman.)  "Why  would  the  central  bank 
get  more  of  those  than  your  existing  Presidency  banks 
do  ? — Because  I  think  there  would  be  more  con- 
fidence. It  would  be  recognised  as  being  a  very  much 
bigger  bank,  and  perhaps  as  being  a  Government  insti- 
tution. 

6583.  {Sir  Robert  Chalmers.)  That  is  so — because 
it  would  be  a  Government  institution  ? — Tes,  I  think 
so,  with  the  Government  prestige. 

6584.  The  Government  prestige  and  Government 
responsibility  ? — -It  might  be  consideffed  that  there  was 
Government  responsibility. 

6585.  Given  Government  responsibility,  that  would 
tend  to  the  purpose  that  Sir  Ernest  Cable  has  in  view  ? 
—Even  now  the  Presidency  banks  have  more  or  less 


that  prestige.     They,  are  considered  as   Government 
banks. 

6586.  Then  what  is  the  added  prestige  if  there  is 
that  feeling  already  about  the  Presidency  bank^?— 
As  I  say,  to  a  certain  extent,  not  among  the  less  en- 
lightened portion  of  the  people — ^if  you  take  the  native 
states  and  native  rajahs,  they  vmderstand  more  clearly 
the  true  position. 

6587.  Tou  put  it  practically  on  the  du-ept  responsi- 
bility of  the  Government  being  superadded  ? — les.'and 
the  stronger  institution. 

6588.  (Sir  Srnest  Cable.)  Do  you  think  this  new 
State  bank  should  as  one  of  its  usual  functions 
lend  out  these  balances  to  agrioiilturists,  or  I  should 
say  rather  to  co-operative  credit  societies  ? — I  think 
it  could  within  certain  limits.  Even  now  we  in 
Madras  indirectly  finance,  to  a  small  extent,,  these 
co-operative  societies.  They  have  a  central  bank'  in 
Madras,  and  we  discount  their  bills.  The  bUls  of  the 
rural  bank  to  the  central  bank  we  discount  to  a  small 
extent. 

6589.  (Mr.  Keynee.)  I  want  to  ask  you  a  little  more 
in  detaU.  about  your  proposal  for  making  Ig.  4dr  the 
lower  limit  for  Poimcil  bills.  In  my  own  mind  I  am 
very  doubtful  which  way  the  argument  lies.  I  see 
that  there  are  manifest  advantages  in  reducing  the 
fluctuations,  because,  as  you  said,  it  makes  it  much 
easier  to  transfer  capital ;  but  I  want  to  put  to  you 
the  argument  on  the  other  side  and  to  know  what 
you  think  of -it.  When  exchange  is  weakening  it  is  very 
important  for  the  Secretary  of  State  that  people 
should  not  remit  funds  from  India  to  England  unless 
they  absolutely  have  to  do  so.  He  wants  the  banks 
to  bring  back  as  little  money  as  possible.  If  exchange 
is  allowed  to  fall,  within  limits,  that  makes  it  less 
profitable  for  the  banks  and  other  persons  to  bring 
money  home,  and,  therefore,  reduces  the  amount  which 
he  need  keep  in  reserve.  I  vrill  put  it  in  this  way. 
If  you  were  to  fix  exchange  absolutely  so  that  he 
would  sell  bills  either  way  at  1«.  4-d.,  then  enormous 
sums  would  be  remitted  backwards  and  forwards  at 
the  end  of  the  busy  season  and  at  the  beginning  of 
the  busy  season  ? — Tes,  probably. 

6590.  The  Secretary  of  State  would  have  to  keep 
very  much  larger  reserves  than  he  does  in  order  to 
be  sure  of  being  able  to  make  remittances  both  ways 
at  Is.  4d.  to  whatever  extent  was  required.  Each  one- 
sixteenth  fluctuation  leads  to  a  few  persons  who  would 
otherwise  remit  not  doing  so,  and  a  difference,,  for 
example,  of  one-thirty-second  in  exchange  is  as  much 
a  protection  as  an  alteration  in  the  bank  rate  of 
li  per  cent,  on  three  months'  bilk  and  8  per  cent,  on 
six  weeks'  bills .'' — Tea. 

6591.  AU  that  being  so,  do  you  think  that  the 
Secretary  of  State  would  be  much  increasing,  his 
liabUities  if  he  were  to  follow  the  policy  which  yon 
have  suggested  ?--I  think  not,  because,  assuming  that 
he  buys  and  sells  at  the  same  rate  of  Is.  id.,  it  would 
not  affect  the  balance  of  trade.  It  would  simply  be 
this,  that  temporarily,  if  rates  were  suitable  in  India, 
and  there  were  higher  rates  of  interest,  a  lai-ge  amount 
of  money— capital — might  be  remitted  fi-om  London 
which  would  give  you  gold  here  to  stai-t  with  and 
would  then  be  brought  back  again.  On  the  balance 
it  makes  no  difBerence,  whereas  on  allowing  exchange 
to  drop  you  will  have  a  rush  for  remittances  to  get  the 
money  home  for  fear  it  will  drop  further.  There  may 
be  a  large  number  of  sterling  bills  that  are  fglling  due 
very  shortly,  therefore  they  will  be  paid  at  once 
rather  than  run  the  risk  of  letting  them  run  for 
another  fortnight  and  then  havmg  to  pay  a  lower 
rate  of  exchange,  which  costs  them  more. 

6592.  Let  tis  take  the  case  where  it  is  fixed  at 
Is.  4,d.  both  ways.  I  think  it  is  evident  that  in  the 
long  run  it  would  tuna  on  the  balance  of  ti-ade,  but 
within  the  limits  of  a  '■  given  year  would  not  the 
Secretary  of  State  have  not  only  the  ordinary  fluctua- 
tions in  -the  balance  of  trade  but  also  superimposed 
fluctnatioils  due  to' the  fact  that  money  would  be  sent 
to  India  for  part  of  the"  year  and  then  taken  back  to 
England  for  another  part  ? — Temporarily,  when  money 
was   veiy  easy  in  India,   it  might  make  big  inroads 
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and  imcomfoi-table  iiroads  on  the  gold  portion  of  the 
currency. 

6593.  Quite  apart  from  the  balance  of  trade, 
persons  in  Indip.  might  wish  to  bring  back  to  England 
for  three  months,  say,  10  million  pounds  ? — Yes., 

6594.  I  mean  qtdte  apart  from  the  balance  of  trade  ? 
— Yes  ;  you  mean  if  money  was  very  easy  in  India  and 
could  be  profitably  employed  here  ? 

6595.  Yes,  so.  that  the  Secretary  of  State  would 
have  to  meet  not  only  fluctuations  in  the .  balance  of 
trade,  but  also  any  desire  there  might  be  on  ^he  part 
of  people  to  remit  money  to  England  because  tempo- 
rarily it  could  be  iised  here  more  profitably? — Yes. 

6596.  Every  one-sixteenth  fluctuation  he  permits 
must  reduce  that  risk  ?— Yes,  that  is  so.  I  do  not 
think  there  is  any  great  danger  by  reducing  the 
difference.  It  is  possible  ;  that  I  admit.  In  theory 
you  are  quite' "correct. 

6597.  I  come  backto  the  actual  figures,  and  suggest 
that  it  might  be  more  serious.  Siippbse'  that  as  at  the 
present  moment  the  rate  is  1«.  S^fS.,  when  an  exchange 
bank  or  any  other  person  is  wondering  whether  it  is 
worth  while  to  remit  funds  baolc'to  England  for  a  bit, 
which  they  will  have  to  take  out  again  in  the  busy 
season,  ,one  of  the  important  things  they  must  take 
into  account  is  the  loss  on  exchange  ? — That  is  so. 

6598.  A  rather  small  losS  on  exchange  corresponds 
to  a  rather  large  fluctuation  in  the  bank  rate  ? — Yes. 

.  6599.,  Hence  even  a  difference  of  bne^sixteenth 
might  make  them  remit  back-  temporarily  very  much 
more  than  they  do  at  present  ?         ,       , 

6600.  {Chairman.)  What  do  you  feay  to  that? — I 
am  not  quite  certain  of  the  point.  The  exchiange 
banks,  as  a  matter  of  fact,  always  cover  their  operations 
in  practice.  They  do  not  keep  a  large  amount  out- 
standing either  one  way  or  the  other. 

6601.  {Mr.  Keynes.)  To  make  8  per  cent,  in  India 
for  six  weeks  and  to  remit  back  at  a  loss  of  one-six- 
teenth of  a  penny  to  the  rupee  is  the  same  thing  as  to 
make  5  per  cent,  in  London  for  six  weeks  ? — Yes. 

6602.  Therefore  the  inducement  to  remit  which  is 
brought  about  by  a  fluctuation  of  ■  one-sixteenth  of  a 
penny  in  exchange  is  the  same  as  an  inducethent 
brought  about  by  a  fluctuation  of  3  per  cent,  in  the 
bank  rate  for  six  weeks'  loans  ? — Yes,  that  is  so. 

6603.  You  will  agree  that  that  is  a  consideration  of 
which  the  Secretary  of  State  has  to  take  account  ? — 
Yes,  I  agree.  •    - 

660,4.  I  .am  not  putting.,  this  as  conclusive,? — I 
admit  that,  but  my  contention  is  that  the,  usual ,  and 
more  common  operation  would  be  to  remit  th!e  capital 
from.  London  to  India  in  the  first, instance,  and. jthat 
the  return  of  capital  fro^n  India,,  where  the  reserve 
would  necessarily  be  strengthened,  would  be  uncommon. 
It  would  simply  bring  the  same  funds  back  again. 

6605.  There  is  a  certain  amount  of  money  whicih  is 
kept  in  India,  all  the  year  round  ? — Yes. 

6.606.  What  I  am  suggesting,  js  that  there  wjU  be 
a  much  greater  tenden^  to  bring  that  back  in  the 
slack  season  P— Yes,  there  might.be.  .  'the  money  that 
they  kept  in  India  during  the  slack  season  is  largely 
Indian  money,  Indian  deposits,  arid  it  might.be  to  their 
advantage,  if  you  lessened  the  difference,  to  bring  it 
home  temporarily.  .      ■    ,.     . 

660'7.  I  think  it  quite  clear  that  the  Secretaiy  of 
State  could  not  safely  .fix  it  Ijoth'ways  at  Is.  id.  ? — 
1^0,  quite  so.  ,  ,      ,  ,  ,    f 

6608.  It  is  simply  a  question  at  whait  .point '  he 
sufiBiciently  saieguards  himself  ."—Yes,  ;, 

6609.  I  want  your  opinion  upon  that.  Do  .you 
think  he  has  sufficiently  safeguarded  hiinself  if 'he 
allows  a  fluctuation  between  Is.  M.  and 'Is.  ^d.?^ 
I  think  that  is  fair.  ,      •  . 

■  6610.  You  think  that  the  present  fluctuation  -is 
more  than  he  really  requires  ? — Yes.  . 

"  6611.  You  have  expressed  the  opiilioii,  I  think, 
that  Government  loans  to  the  extent  of  three  or  four 
croi-es  in  the  busy  season  would  ease  the  situation. 
Other  witnesses  have  put  the  figure  even  so  low  as  two 
or  three  crores.  In  making  that  estimate,  are  you 
assuming  that  alt  the  funds  now  available  would  still 
be  available  ? — Yes,  I  am  assuming  t^^t, 

6612!  Thai'  it  would  be  the  net  addition  ?— Yes. 


6613.  If  it  had  the  effect  of  reducing  the  bank 
rate  from  8  per  cent,  to  6  per  cent.,  do  you  think  all 
the  funds  now  available  would  be  forthcoming? — I 
think  so  ;  I  do  not  think  it  would  affect  that.  My 
idea  is  that  the  deposits  would  not  fall  oft'  because 
the  rate  had  gone  down. 

6614.  That  is  one  point.  I  was  not  so  much 
thinking  of  that  as  of  the  transactions  between 
London  and  India  ?; — I  do  not  think  that  those  would 
bo  affected  materially  either. 

6615.  When  an  exchange  bank  is  buying  Council 
bills  in  order  to  obtain  funds  in  India  with  which  to 
discount  sterling  bills,  I  suppose  they  are  much  influ- 
enced by  the  ra,te  at  which  they  can  discount  them  ? — 
Yes,  the  London  rate,  not  the  -Indian  rate. 

6616.  But  that  must  be  connected  with  the  Indian 
rate,  because  the  rate  of  discount  of  sterling  bills  in 
India  would  not  , be  altogether,  independent  of  the 
rate  payable  ^fpr  other,  loaiis  ? — So  far-  as  .1  know 
the  exchange  banks  base  their  ra,te  entirely  on  the 
London  rate,  plus  the  rate  at  which  they  can  buy- 
their  Coimcijs..  .ilt  is  not  influenoed  muqh  hf  the  local 
lute.    '.    ,.",;  ,    "  '"    ',,  .     .       "        ,  ,'       .         '    _'" 

6617.  r  mean  "the  rate  at  which  people  can  bOrrOw 
E^pney  by, discounting  their  sterling  .bills  canhcit  be 
altogether  independent  qf  the  rate  at  which  they  pay 
for  other  kinds  of,  accomniodatipn  ? — I  think.it  is.  So  ' 
far  as  I  .am  aiware.  the  exchange  banks  base  their  rates 
entirely  on  the  Lppdpji  rate,  for.  their  sterling  bills. 

6618.  It  does  not  niake  the  smallest  difference  to 
the  exchange  banks  in  any  of  their  transactions  whether 
the  bank  rate  ,in  India  ig  6  oi;  8  per,  cent,  then  ? — It 
make^  a.  difference  in _; their  local  business,  but  not  in 
their  exchange  business.         . 

6619.  Are  tljose  f .wo ;  in  absolutely  watertight  cpni- 
partments  ? — They  are  niore  or,  less. 

6620.  You  say  the  exchange  banks  are  not  iiiflu-. 
ehced  in  the  least  in  bringing  out  money  bj  the  fact 
that  there  is  an  8  per  cent,  bank  rate  in  India  ?--I  do 
not  .think  so.  Their  Ipcal  business  is  ■  largely  worked 
upon  their  loca,l  resources,  and  their  exchange  business 
upon  the  basis  of  the  London  rate.  But;  I  do  not 
pretend  to  speak  authoritatively  upon  this  because  I 
am  not  an  exchange  banker. 

6621.  I  wantr  your  opinion  on  that  ppint.^  You 
ihink  that  with  a  bank  rate  of  6  per  cent,  the  amount 
of  money  that  is  forthcoming  would  be  practically  the 
same  as  at  8  per  cent.  ? — I  think  so.  I  do  not  thiiik  it 
would  affect,  the  amount. of  money  that  the. ex:ehange 
b^nks^-would  bring  out  , 

"  6622.  I  come  to  the  other  side..  Do  yoU  think  that 
the  demands  for  loans  at  6  per  cent,  are  not  much  greater 
than  at  8  per  ceiit,  ? — Yes,  I  think  so,  decidedly. 

6623.  You  think  the  excess  is  only  aboUt  three  or 
four  crores? — I  think  three  or  four  crores,  as  I  said 
before,  would  ease  the  market  vei-y  considerably.  It 
would  be  a  very  great  help.  I  would  not  like  to  state 
definitely  that  no  more  could  be  utilised. 

6624.  Let  us  go  a  little  more  deeply  into  the  causes 
of  a  high  bank  rate  in  India.  You  think  that  a  bank  . 
rate  of  8  per  cent,  rather  than  6  per  cent,  is  simply 
caused  by  there  being  three  or  four  crores  less  loanable 
capital  than  there  actually  is  ?^ — I '  think  tnree  of  four 
crores  would  reduce  the  rate  from  8  to  6. 

6625.  {Ohairmfin.)  Three  or  four  crores  more  ?^ — Yes. 

6626.  {Mr.  Keynes.)  I  do  not  -want  to  press  all  this 
unduly,  but  let  me  put  it  to  you  in  another  way.  I 
shoiild  haye  said  that  the  bank  rate  in  India  was  fixed  in 
this  way ;  you  must  either  leave  your  money  idle  during 
the  slack  sea-son,  earning  at  best  a  vei-ylow  percentage, 
or '  you  must  remit  it  back  to' England.  Li  the  first 
place,  what  you  mUst  consider  is  the  average  rate  of 
interest  throughout  the  year,  and  there  is  no  evidence 
that  that  is  higher  in  India  than  in  other  countries ;  or 
you  must  remit  back  and  then  you  must  make  the  loss 
on  exchange  which  we  have  been  talking  about? — Yes. 

6627.  Must  not  the  8  per  cent,  rate  in  a  busy  season 
exist  in  order  to  counteract  either  the  low  rate  in  the 
slack  season  or  else  the  loss  of  exchange  ? — ^I  see  your 
point,  but  in  my  view,  I  think  cheaper  money  in  the 
height'  of  the  season  would  enable  India  to  finance  her 
ti-ade  for  longer  periods. 
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6628.  My  suggestion  is  that  a  high  bank  rate  is 
due  to  much  deeper  causes  than  to  there  being  thi-ee  or 
four  orores  more  or  less  of  loanable  capital  in  the 
country,  and  therefore  it  is  unlikely  that  it  will  be 
lowei'ed  by  there  being  three  or  four  crores  more 
available.  I  mean  that  is  a  very  small  amount,  as  you 
■will  agree,  in  comparison  with  the  extra  sums  which 
have  become  available  in  the  last  10  years  ? — That 
is  so. 

6629.  Each  year  you  get  an  immense  addition  ? — 
Tes. 

6630.  But  still  you  find  your  bank  rate  going  to 
7  or  8  per  cent,  'f — Tes,  it  goes  to  7  or  8  per  cent.,  but 
that  is  largely  due  to  the  withdrawal  of  currency  at 
the  time  when  it  is  mostly  required.  There  is  always 
a  big  contraction  of  currency  from  January  to  March, 
just  at  the  time  when  an  expansion  is  necessary  for 
the  financing  of  trade. 

6631.  Do  you  think  that  the  withdrawal  of  which 
you  speak  is  of  the  same  magnitude  as  the  relief  which 
you  would  get  by  three  or  four  crores  more  ? — Tes. 

6632.  Ton  do  really  think  that  this  high  bank 
rate  is  due  to  this  somewhat  casual  circumstance  rather 
than  to  deeper  underlying  causes  ? — ^I  think  so.  It 
appears  to  me  to  be  so. 

6633.  I  want  to  come  on  now  to  the  general 
question  of  a  State  bank.  Can  you  tell  me  a  little 
about  the  relation  of  the  other  banks  to  the  Presidency 
banks  ?  Do  you  keep  an  important  amount  of  deposits 
belonging  to  exchange  banks  ? — Exchange  banks  keep 
their  local  working  balance  with  Presidency  banks. 

6634.  But  is  it  important  ? — No,  not  very  important. 
It  is  always  what  Presidency  banks  look  on  as  a  very 
dangerous  balance ;  you  never  know  what  it  will  be. 
One  day  they  will  have  a  big  balance  and  the  next  day 
they  will  have  nothing.     Occasionally  they  borrow.     . 

6635.  In  the  case  of  the  new  Indian  joint  stock 
banks,  do  they  keep  much  with  you  ? — There  is  only 
one  very  small  one  in  Madras,  and  they  keep  nothing. 

6636.  Have  you  any  knowledge  of  these  Indian 
joint  stock  banks  ? — No  personal  knowledge.  Bombay 
is  the  centre  for  that. 

6637.  Tou  suggest  that  in  the  event  of  the  currency 
notes  being  taken  over  by  the  State  bank  some  part 
of  the  fiduciary  issue  must  consist  of  sterling  bills. 
Do  you  deliberately  intend  to  exclude  hundis  ? — No. 
I  simply  mention  that  as  a  particular  form  of  security 
which  I  thought  was  a  very  good  one  for  temporary 
security  for  a  note  issue. 

6638.  Tou  think  that  the  best  class  of  local  Indian 
bills  would  be  quite  suitable  for  the  purpose  ? — I  think 
it  would  be  quite  suitable. 

6639.  If,  as  you  suggested,  it  was  part  of  the 
general  banking  business  to  discount  against  the  note 
issue,  of  course  Indian  bills  would  form  a  large  part 
of  it  ? — Tes,  such  a  bank  would  have  the  power  of 
discounting  to  the  larger  local  banks,  and  their  bills 
would  go  into  the  funds.  It  would  be  the  best 
security  available.  In  fact  it  would  be  the  general 
assets  of  the  bank,  similar  to  the  Bank  of  France, 
where  there  are  no  particular  assets  earmarked  for  the 
note  issue. 

6640.  Tou  argue  that  the  paper  currency  would  be 
much  encouraged  if  there  were  currency  agencies  all 
over  India.  I  suppose  that  in  the  event  of  there  being 
a  State  bank  the  branches  of  the  State  bank  woidd  be 
those  currency  agencies  ? — Tes. 

6641.  That  would  be  a  much  more  economical  way 
of  managing  them  than  to  have  separate  agencies  ? — 
Tes. 

6642.  That  is  very  much  part  and  parcel  of  the 
State  bank  scheme  ? — Tes,  but  it  would  be  quite  possible 
for  the  Government,  even  without  a  State  bank,  to 
have  currency  agencies.  Where  they  have  got  large 
treasury  centres  they  can  have  currency  agencies. 

6643.  Tou  are  proposing  an  airangement  almost 
exactly  like  that  of  the  Reichsbank,  which  has  agencies 
all  over  Germany,  which  are  instructed  to  cash  notes 
wherever  they  can,  but  are  not  under  a  legal  liability 
to  do  so  ? — Tes,  that  is  what  I  mean — as  a  matter  of 
practice  always  to  encash  them,  but  not  to  have  the 
legal  liability. 


6644.  We  have  been  told  that  there  is  not  at 
present  very  much  economy  in  setting  up  branches  of 
the  Presidency  banks  in  place  of  treasuries.  Is  that 
to  any  extent  due  to  the  fact  that  the  currency  chest 
still  remains  outside  the  province  of  the  bank  in  those 
places? — No,  the  currency  chest  is  held  by  the 
bank,  but  the  funds  in  the  currency  chest,  of  course, 
are  not  available  ;  they  are  a  special  reserve  for  the 
note  issue.  What  happens  is  this  :  revenue  is  drawn 
in  during  the  week,  and  goes  to  the  credit  of  the 
Government  account.  On  a  certain  day  in  the  week 
the  whole  balance,  that  is  everything  except  a  small 
working  balance,  which  varies  from  75,000  rupees  to  a 
lakh  or  two  according  to  the  size  of  the  Treasury,  is 
transferred  into  the  currency  chest.  The  bank  then 
simply  becomes  a  collecting  agent  for  Government,  and 
once  a  week  the  surplus  is  transferred  to  the  cxirrency 
chest,  and  that  becomes  the  security  for  the  note  issue. 

6645.  When  the  Government  reduce  their  three 
lakhs  to  one  lakh,  does  that  mean  that  they  have 
absolutely  no  more  than  one  lakh  in  the  place,  or  that 
they  have  transferred  the  two  lakhs  into  the  currency 
chest  ? — It  means  that  they  have  transferred  it  into 
the  currency  chest.  They  might  have  50  or  60  lakhs 
in  the  cuiTcncy  chest. 

6646.  So  that, the  rupees  are  still  in  that  place  ? — 
They  are  still  in  that  place. 

6647.  What  the  Government  does  is  to  take  them 
out  of  the  control  of  the  bank  ? — Tes. 

6648.  What  advantage  to  the  Government  is  that  ? 
— As  far  as  I  know  it  is  no  advantage  at  all.  They 
hold  large  notes  in  the  resei-ve  treasuries  against  them. 
Of  course,  in  the  height  of  the  season  their  reserve 
treasury  is  what  they  look  to  to  meet  their  large  sales 
of  Council  bills.  It  provides  for  the  sale  of  Council 
bills  some  considerable  time  before  they  are  actually 
sold,  by  the  withdrawal  of  cash  in  actual  circulation. 

6649.  {Mr.  Crillan.)  In  fact  it  is  the  Government 
method  of  holding  their  balances  ? — Tes. 

6650.  {Mr.  Keynes.)  I  do  not  quite  understand 
whether  when  they  transfer  the  two  lakhs  to  the  local 
cun-ency  chest  they  keep  it  in  there  in  rupees  or  only 
in  notes  ? — It  might  be  rupees  and  it  might  be  in 
notes.  In  the  chest  you  will  have  a  large  balance  of 
notes  and  a  large  balance  in  rupees.  The  notes,  as 
soon  as  they  are  put  in  there,  I  presume,  are  taken  off 
the  note  circulation,  and  the  nipees  then  form  a  portion 
of  the  reserve. 

6651.  There  are  a  great  many  rupees  there  which 
the  Government  can  use  for  replenishing  its  balances, 
but  which  the  bank  cannot  use  ? — Tes,  which  the  bank 
cannot  use. 

6652.  So  that  the  lack  of  economy  in  the  present 
system  merely  results  from  the  separation  between  the 
banking  and  the  note  issue  part  ? — Tes,  it  results  from 
the  separation. 

6653.  If  they  were  combined  the  Government 
would  have  no  motive  whatever  for  reducing  the  thi-ee 
lakhs  to  one  lakh  P — They  would  have  no  motive,  that 
is  so;  provided  also  that  their  treasury  balances  were 
vdth  the  bank.  Their  reserve  balances  are  kept  with 
the  Accountants  General. 

6654.  Of  course,  when  the  reserve  treasury  balances 
were  falling  very  low  they  might  have  to  withdraw 
rupees,  but  except  in  that  case  it  would  be  no 
inconvenience  to  themp — No,  it  would  be  no  incon- 
venience. It  is  a  matter  of  having  sufficient  confidence, 
in  leaving  large  balances  with  the  banks,  that  the 
money  will  be  forthcoming  at  a  time  when  Government 
require  it.     I  think  that  is  really  the  sole  explanation. 

6655.  Except  in  cases  when  the  balances  in  the 
reserve  treasuries  are  i-unning  low  this  practice  of  the 
Government,  which  makes  it  unprofitable  for  the  bank 
to  have  branches,  is  of  no  advantage  to  them  whatever  ? 
— No,  it  is  no  advantage. 

6656.  I  think  I  understand  clearly  the  great  ad- 
vantages which,  as  you  maintain,  would  accrue  from  the 
existence  of  a  State  bank,  but  I  would  like  to  question 
you  as  to  how  far  you  think  those  advantages  might 
possibly  be  obtained  without  a  State  bank.  First  of  all, 
with  regard  to  the  paper  currency,  I  understand  that  you 
think  that  the  bank  could  use  methods  of  popularising 
it  which  absolutely  ooidd  not  be  open  to  the  Govern- 
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ment  P — I  tliink  that^hej  -would  have  means.  I  would 
not  go  so  far  as  to  say  that  the  Government  could  not 
do  the  same  if  they  would,  but  it  would  be  more  difficult 
for  them  than  it  would  for  the  bank.  We  have  direct 
dealings  with  the  trading  public  and  the  Government 
have  not,  and  we  can  induce  our  constituents  to  take 
notes  by  offering  them  more  favourable  rates  than 
they  could  obtain  by  taking  silver,  which  would  cost 
us  a  lot  of  money  to  transfer. 

6657.  Tou  suggested  that  against  the  paper  cur- 
rency a  certain  amount  could  be  held  in  the  form  of 
bills  F— Tes. 

6658.  Do  you  think  that  if  there  were  no  State 
bank  the  Government  could  possibly  enter  into  the 
business  of  buying  bills? — No,  I  should  think  it 
probably  could  not. 

6659.  So  that  part  of  your  proposal  is  really  con- 
tingent upon  the  State  bank  being  established  ? — Tes, 
that  is  so. 

6660.  Would  it  be  possible  for  the  Government  to 
lend  to  Presidency  banks  against  the  security  of  bills  ? 
— They  might  do  it  in  that  way. 

6661.  But  you  think  that  the  use  of  the  balances 
for  discounting  bills  is  essentially  a  banking  opera- 
tion ? — -I  think  it  is.  It  could  be  carried  out  better 
by  the  bank,  and  more  promptly. 

6662.  Then  there  is  tiie  point  about  the  Govern- 
ment balances,  which  for  various  reasons  which  have 
been  explained  to  us,  are  very  big  in  India.  Do  you 
think  that  Government  could  possibly  lend  anything 
like  all  those  balances  to  the  existing  Presidency 
banks  ? — No,  I  do  not  think  they  could  use  them — not 
the  balances  that  they  have  at  present  of  something 
like  20  crores.  I  do  not  think  that  would  be  a  business 
proposition  at  present  under  present  circumstances. 

6663.  So  that  your  proposal  for  putting '  Govern- 
ment money  at  the  disposal  of  ti'ade  is  contingent  on 
the  establishment  of  a  State  bank  ? — Tes — ^the  whole 
of  their  balances. 

6664.  There  might  be  some  increase  even  in  the 
absence  of  a  State  bank  ? — I  think  under  existing  con- 
ditions very  much  more  of  the  balance  could  be  put  at 
the  disposal  of  the  Presidency  banks  temporarily 
during  the  busy  season. 

6665.  About  how  much  more,  do  you  think  ? — Of 
course,  it  would  depend  upon  the  season.  It  seems  to 
me  they  could  meet  the  requirements  of  the  Presi- 
dency banks  out  of  their  funds  which  are  doing 
nothing. 

6666.  Could  they,  do  you  think,  lend  enough  of 
their  balances  to  the  Presidency  banks  really  to  meet 
your  criticism,  or  could  they  only  lend  enough  to 
meet  your  criticism  if  there  were  a  State  bank  estab- 
lished?— I  think  that  under  existing  circumstances 
they  could  lend  us  enough. 

6667.  So  that  that  part  of  your  proposal  is  not 
absolutely  contingent  on  the  establishment  of  a  State 
bank  ? — It  is  not  absolutely  contingent  on  that. 

6668.  It  would  be  more  efficient  though  if  there 
were  one? — It  would  be  more  efficient  if  there  were 
one. 

6669.  I  come  back  to  another  point  about  which  I 
think  you  have  not  said  anything,  or,  at  any  i-ate, 
have  not  said  much,  in  youi-  memorandum,  and  that  is 
the  banking  resources  of  the  country.  Do  you  think 
that  there  wiU  be  any  substantial  advantage  in  having 
the  banking  resources  amalgamated,  from  the  point 
of  view  of  security? — Do  you  mean  of  the  three 
Presidency  banks  ? 

6670.  Tes,  having  their  cash  resources  amalga- 
mated ?— It  certainly  would  strengthen  the  position  to 
a  certain  extent,  in  so  far  as  the  demand  varies  in 
point  of  time.  In  Bengal  the  demand  arises  earlier 
than  it  does  in  Madras,  Oui-  season  continues  longer. 
Therefore  the  amalgamation  of  banks  in  that  way 
would  strengthen  the  position.  Do  you  mean  whether 
it  would  make  a  stronger  bank  ?  .         .  .   d 

6671.  I  was  thinking  rather  of  the  case  of  a  cnsis  ? 

Yes,  I  think  decidedly  in  the  case  of  a  crisis,  if  there 

were  an  amalgamation  of  the  three  banks  the  credit 
of  the  three  banks  would  be  stronger  than  the  credit 
of  an  individual  bank.  A  bank  such  as  I  have  outlined 
would  be  able  to  command  credit  in  London. 
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6672.  Do  you  think  that  the  present  position  is  so 
safe  that  these  are  rather  minor  considerations,  or  do 
you  think  that  the  present  position  is  not  as  good  as 
it  might  be  in  the  matter  of  meeting  a  crisis  ? — I  think 
there  are  dangers  about  the  present  position. 

6673.  Tou  would  not  feel  perfectly  happy  in  a 
severe  banking  crisis  in  India  ? — Certainly  most  un- 
happy. Unfortunately  I  went  through  a  very  serious 
crisis  in  Madras,  and  there  was  no  outlet,  absolutely 
none.     I  refer  lo  the  failure  of  Arbuthnot  &  Co. 

6674.  What  do  you  mean  by  no  outlet  ? — There 
was  no  outlet  for  obtaining  I'esources.  We  were  tied 
up  in  the  Presidency  practically.  We  have  no  recourse 
to  London,  and  no  possibility  of  luising  money  else- 
where ;  we  depend  upon  our  own  cash  balance. 

6675.  Could  you  not  even  draft  in  money  from 
Bengal  ? — If  Bengal  happened  to  be  easy  at  the  time  you 
could  borrow  money  up  to  a  certain  point,  but  then  you 
have  your  Bank  Act,  which  conies  in  and  provides  that 
you  can  only  borrow  against  certain  securities.  The 
Bank  Act  precludes  a  Presidency  bank  from  lending  to 
another  Presidency  bank  without  specified  security. 

6676.  I  think  in  answer  to  a  question  earlier  to-day 
you  discriminated  between  the  effects  of  the  sale  of 
Council  bills  and  of  lending  money  in  India  in  this 
way,  that  if  Government  i-eleased  funds  by  the  sale  of 
Council  bills  that  helps  shippers  rather  than  producers  ? 
— The  Council  bills  are  not  applied  for  until  the  prodiice 
has  been  bi-ought  down  for  shipment. 

6677.  But  if  the  Government  money  were  available 
in  numerous  branches  all  over  the  country,  you  think 
that  would  strengthen  the  financial  position  of  pi'o- 
ducers  as  against  that  of  shippers  ? — ^I  think  so ;  they 
would  be  enabled  to  get  financed  more  cheaply,  and 
would  be  able  to  hold  their  produce  if  the  market  were 
unfavourable. 

6678.  That  is  to  say,  the  money  market  in  India  is 
a  very  imperfect  one  ? — Tes. 

6679.  Funds  which  are  available  to  one  class  of 
borrower  are  not  at  all  available  to  another  class  ? — 
That  is  so.  The  produ.cer  has  got  to  pay  his  kist,  that 
is,  the  Government  revenue,  at  a  certain  time,  and,  in 
order  to  pay  that,  he  must  either  be  able  to  sell  his 
produce  or  to  bon-ow  on  it.  If  the  i-ates  are  high  it 
practically  means  that  the  money  is  not  available  to 
lend,  and,  therefore,  he  has  to  sell ;  he  sells  to  the 
exporting  merchant,  and  the  exporting  merchant  sells 
his  bills  to  the  exchange  bank,  and  they  obtain  CouncU 
bills. 

6680.  I  have  only  one  more  question  to  ask. 
Assuming  that  no  State  or  central  bank  is  established, 
you  have  said  you  woidd  like  an  amendment  of  the 
Presidency  Bank  Act,  by  means  of  which  they  could 
have  access  to  London? — Tes. 

6681.  Do  you  also  ask  for  any  relaxation  in  the 
matter  of  the  rules  regulating  the  tenns  upon  which 
they  can  lend  in  India  ? — Tes,  I  should  like  those 
altered  also. 

6682.  What  soi-t  of  alteration  would  you  wish  in 
them  ? — The  terms  as  to  the  security  upon  which  one 
may  lend  are  very  stringent.  Tou  cannot  lend  on 
credit  alone.  Tou  can  discount  a  bill  which  has  two 
names,  but,  as  I  say,  even  to  the  Bank  of  England  I 
could  not  lend  a  lakh  of  rupees  unless  they  put  down 
certain  securities  which  are  specified  ia  the  Act.  I  say 
that  the  Bank  of  Bengal  cannot  lend  to  the  Bank  of 
Madras  any  money  except  if  certain  securities  are  put 
down.  They  can  re-discount  bills  up  to  certain  small 
limits,  which  would  be  of  no  use  in  the  matter  of 
helping  the  Presidency — up  to  five  or  six  lakhs  is  about 
their  limit. 

6683.  (Mr.  Oladstone.)  In  your  memoi-andum  you 
propose  that  in  the  event  of  a  central  bank  being 
established  the  head  office  should  be  in  Calcutta,  and 
you  gave  as  a  reason  that  the  Bank  of  Bengal  has  the 
largest  capital.  It  is  also  the  fact  that  the  territciy  of 
that  bank  has  also  much  the  largest  population,  .::.nd 
much  the  lai^est  trade  ? — Tes. 

6684.  Sir  Edward  Law,  in  a  nunute  which  has  been 
given  to  the  Commission,  dated  in  1901,refen-ed  to  the 
difficulty*  of  securing  a  thoroughly  siutable  board  of 

*  See  Appendix  XV.,  pp.  437-8,  para.  53. 
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directors,  having  the  necessary  leisiu'e  to  devote  to  the 
husinesR  of  a  Stete  bank.  Do  you  agree  in  that  ? — ^I 
do  not  think  that  difficulty  is  insuperable. 

6685.  It  is  the  fact,  is  it  not,  that  the  business  of 
Presidency  banks  is  very  lai-gely  controlled,  and  neces- 
sarily controlled  by  the  managers  and  deputy  managers, 
because  the  boards  of  directors  aa-e  not  men  of  leisiu-e  ; 
they  are  all  occupied  with  their  own  business,  and  are 
quite  vmable  to  give  much  time  to  the  business  of  the 
banks  ? — That  is  so. 

6686.  Probably  the  managers  of  the  Presidency 
banks  exercise  quite  as  much  control  as  the  managers 
of  the  exchange  banks  in  India  ? — I  think  so,  quite. 

6687.  And  the  exchange  banks  have  no  boards  in 
India  ? — They  have  no  boards  in  India. 

6688.  Do  you  not  think  that  a  much  stronger  board 
of  directors  would  be  obtainable  in  London,  supposing 
instead  of  having  the  head  office  in  Calcutta  you  had 
the  head  office  in  London,  with  the  local  boards,  as  yoiT 
have  suggested,  in  the  Presidency  towns  ? — A  London 
board  would  lack  the  local  knowledge,  which  is  a  very 
great  thing. 

6689.  Could  not  a  board  be  got  together  in  London 
consisting  of  business  men  with  full  experience,  of 
good  financial  position,  and  the  necessary  leisure  to 
admit  of  their  giving  time  as  in  the  case  of  the  Bank 
of  Kngland  ? — That  would  be  possible,  but  against  the 
London  board  I  would  suggest  that  the  Indian  board's 
interests  would  be  more  for  the  benefit  of  India  than 
those  of  the  London  boai-d.  ,  They  would  look  to 
India's  interest,  more  than  the  London  board  are  likely 
to  do. 

6690.  Failing  a  satisfactory  du-ectorate  in  India, 
would  you  agree  to  a  London  board  ? — I  have  made 
my  objections,  although  as  I  say  I  am  not  wedded  to 
any  particular  scheme,  but  just  the  principle. 


6691.  But  you  have  experience  of  your  directorate 
and  as  I  was  a  director  myself  I  feel  able  to  put  the 
question?  I  think  it  is  generally  agreed  tha^  the 
directors  of  Presidency  banks  really  have  not  got 
the  time  ? — They  cannot  devote  their  whole  time  to 
the  business  of  the  bank  and  they  cannot  possibly  hav6 
a  thorough  gri^j  of  the  details. 

6692.  It  woidd  be  almost  impossible  to  get  a 
satisfactory  directorate  of  a  large,  central  bank  so 
far  as  unofficial  members  are  concerned  in  India? — 
I  do  not  think  you  could  get  anything  better  in 
London.  I  do  not  think  a  board  constituted  in 
London  could  possibly  have  any  better  knowledge,  or 
be  able  to  control  the  real  business  of  the  bain^, 
although  they  devoted  their  whole  time  to  it.  They, 
would  lack  the  local  knowledge,  which  is  a  most 
important  thing. 

6693.  I  suggest  that  the  central  bank  if  establish^ 
in  London  should  be  directed  in  the  main  by  men  of 
Indian  experience  ? — Tes. 

6694.  It  is  a  fact,  is  it  not,  that  the  bulk  of  the, 
successful  merchants  return  to  England  somewhei-e. 
about  forty  ? — Tes. 

6695.  In  the  prime  of  life  ?^ — Yes,  but  they  very 
quickly  lose  touch ;  conditions  change  so  rapidly  in 
India. 


).  Many  of  them  are  iil  their  own  businesses  as 
well  in  England  ? — Tes. 

6697.  They  do  not  lose  touch  with  India  ? — No,  not 
to  such  an  extent. 

6698.  Do  you  think  that  such  an  arrangement 
would  meet  with  general  approval  in  India  supposing 
it  was  agreed  that  a  satisfactory  directorate  could  not 
be  obtained  in  India? — ^I  do  not  think  it  would  be 
popular  from  an  Indian  point  of  view. 


The  witness  withdrew. 


At  the  India  Office,  Whitehall,  S.W. 


FIFTEENTH  DAY. 


Friday,  18th  July,  1913. 


PeeSBNT  : 

The  Bight  Hon.  AUSTEN  CHAMBERLAIN,  M.P.  (Chairmam). 


Lord  Faber. 

Lord    KiLBRACKEN,    Gr.C.B. 

Sir  Robert  Chalmers,  K.C.B. 

Sir  Ernest  Cable. 

Sir  Shapurji  Bttrjorji  Broacha. 


Su*  James  Begbie. 

Mr.  Robert  Woodburn  Gillan,  C.S.I. 
Mr.  Henry  Neville  Gladstone. 
Mr.  John  Maynard  Keynes. 

Mr.  Basil  P.  Blaokett  (Secretary). 


Mr.  William  Bernard  Hunter  recaUed  and  further  examined. 


6699.  {Sir  Shapurji  Broacha.)  Ton  do  not  find  any 
fault  in  the  selling  of  Council  BiUs  by  the  Secretary  of 
State,  do  you  ?— No,  I  have  found  no  fault  with  the 
sale,  but  I  consider  that  it  is  advisable  to  sell  below 
the  gold  point ;  that  is  the  only  thing — and  I  would 
not  go  below  Ig.  4d. 

6700.  With  the  manner  of  his  doing  it  you  do  not 
find  any  fault  ? — No,  I  have  no  fault  to  find. 

6701.  Nor  do  you  find  any  fault  with  the  lending 
of  money  in  this  country  ? — No,  I  have  found  no  fault 
with  that. 

6702.  Nor  do  you  complain  of  the  rapidity  of  the 
increase  of  the  note  circulation,  which  has  increased 
about  400  per  cent,  since  1890  ?^I  advocate  an  increase 
of  the  circulation  of  currency  notes,  as  far  as  possible. 

6703.  Up  to  now  there  has  been  a  rapid  increase. 
There  has  been  an  increase  of  400  per  cent,  since  1890 


of  100  per  cent,  since  1903,  and  of  60  per  cent,  since 
1905.  Ton  say  that  the  chief  cause  of  the  great 
fluctuation  is  the  inelasticity  of  the  cun-ency,  accen- 
tuated by  the  withdrawal  from  the  active  currency  by 
Government  of  vast  sums  just  at  the  season  of  the 
year  when  the  movement  of  the  crops  demands  an 
increase ;  and  that  in  this  season,  with  an  8  per  cent, 
bank  rate  ruling  in  three  presidencies,  no  less  than 
20  crores,  or  13^  millions,  were  so  withheld  from  the 
market.  Indian  cun-ency  notes  are  issued  on  the  same 
Imes  as  notes  of  the  Bank  of  England,  are  they  not  ?— 
That  is  so. 

6704.  Against  fiduciary  security?— It  is  a  fixed 
fiduciary  issue. 

6705.  Suppose  the  Government  of  India  had  thrown 
into  the  market  this  year  about  5  crores  to  lend  in 
the  busy  season,  I  do  not  think  you  would  have  seen 
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8  per  cent.,  would  you  ?— You  would  not  have  seen  8  per 
cent. 

6706.  That  is  the  only  reason,  I  think,  which  you 
gave  foi-  a  State  Bank,  so  far  as  I  could  follow  it.  If 
the  seasonal  demand  for  money,  and  the  seasonal  ruling 
of  a  high  bank  rate  is  the  only  cause,  then,  of  course, 
we  ought  to  ask  Government  to  lend  money  out  like 
other  countries  V — If  that  were  done  it  would  relieve 
the  situation,  hut  it  would  not  meet  eveiything. 

6707.  Why  have  a  great  superstructure  for  such  a 
small  point  as  the  reduction  of  the  bank  rate  during 
the  busy  season — a  bank  rate  that  zniles  for  five  months, 
I  think  ? — As  a  rule. 

6708.  Do  you  know  that  before  1867  there  were 
three  State  Banks  in  miniature.  ? — How  do  you  mean  ? 

6709.  The  Government  had  shares  in  three  banks  ? 
— Tes,  the  Government  had  shares  in  banks. 

■   6710.  And  the  Government  had  directors  on  the 
board? — Tes,  that  was  so. 

6711.  The  old  Bank  of  Bombay  had  two  millions  of 
capital,  but  it  was  put  into  liquidation  ? — That  is  so. 

"6712.;  And  although  the  distribution  to  the  Bank 
of  Bombay  shareholders  came  to  117  rupees  only, 
the  Bank  of  Bengal  offered  the  shareholders  500  rupees 
to  induce  them  to  amalgamate  with  the  Bank  of 
Bengal,  and  an  amalgamation  resolution  was  carried  ? 
— ^That  is  so. 

6713.  But  the  Bombay  mercantile  people  created  a 
great  opposition  to  that,  and  would  not  have  an  amal- 
gamation, and  they  carried  deputation  after  deputation 
to  the  Bombay  Government ;  is  that  not  so  ? — ^I  am 
aifraid  that  I  am  not  up  in  this  ancient  history. 

6714.  I  am  taking  you  into  the  histoi'y  of  the  State 
Bank.  .  Tou  will  find  that  that  resolution  was  rescinded  ; 
notwithstanding  the  fact  that  the  shareholders  would 
have  got  four  times  the  money  they  ultimately  got,  the 
Bombay  people  would  not  have  the  amalgamation,  and 
they  only  got  117  rupees,  while  the  Bank  of  Bengal 
offered  500  rupees.  That  was  due  to  provincial 
jealousy,  and,  as  you  know,  there  is  a  great  proyincial 
jealousy  between  Bombay  and  Calcutta? — "Ses,  I  am 
aware  J  of  that. 

671,5.  Do  yon  know  that,  in  consequence  of  the  fact 
that  there  were  Government  directors  on  the  Board, 
the  shareholders  petitioned  to  this  country  to  have 
their  money  given  back  to  them  by  the  Government^ 
becausq  they  alleged  the  Government  was  responsible  ? 
—No,  I  do  not  know  that, 

6716.  There  was  a  motion  brought  forward  in  the 
Bouse  of  Commons  by  Mr.  Mill  for  the  restitution  of 
the  rnpney  on  the  grounds  that  Government  directors 
were  on  the  Board,  that  it  was  done  with  their 
sanction,  and  that  the  Government  were  really  respon- 
sible to  the  sliareholders.  That  motion  was  lost  by  a 
very  small  majority.  I  suppose  you  want  Government 
directors  on  the  board  of  your  proposed  State  Bank  ? — 
No,  I  have  not  said  that  I  want  thein.  I  presijme  that 
as  Gbvernment  would  have  a  hig  stake  they  would  want 
representation  on' the  board,  but  I  do  riot  think,  so  far 
as  the  Bank  is  concerned,  it  would  be'  essential.  It  is 
merely  a  mattei'  for  the  Govex-nment,  having  such  a  big 
stake,  to  say  what  control  they  require.   ' 

6717.  The  Government  has  been  for  so  many  years 
declining  to  lend  any  nioney  for  trade;  do  you  tWnk, 
therefore,  they  will  open  up  all  their  treasuries  to  a 
^iate  Bank  -Without  some  sort  of  guarantee  or  scrutifly 
or  supervision? — No;  I  certainly  think  they  would 
require  some  scrutiny  or  suf)^rvlsion,  but  that  might 
be  met  by  their  having  their  own  auditors. 

6718.  What  would  the  Government  directors  know 
about  commercial  credits  ?— They  would  oijly,have  a 
ceneral  knowledge  of  the  business  which  the  bank  was 
conducting,  and'  that  it  was  being  well"  manage'd  and 
undue  risks  were  not  being  taken. 

6719.  If  a  State  Bank  were  established  and  Govern- 
ment directors  were  on  the  Board,  then,  if  anything 
were  to  go  wrong,  would  not  the  Government  directors 
be  again  held  responsible  for  the  losses,  just  as  the 
Bank  of  Bombay  shareholders  tried  years  ago  to  make 
them  responsible  for  losses,  and  only  failed  by  a  riari-ow 
majority  in  the  House  of  Commons  ?— Ttey  would  be 
equally    responsible    with    the    othei-    directors,    un- 


doubtedly;   but  beyond    that    they  would  carry  no 
further  responsibility. 

6720.  When  the  'Government  directors  come  on  the 
board,  which  representative  of  the  State  Department 
would  you  like  to  have  on  the  Board,  the  Gomptroller- 
Genera,l  ? — Someone  from  the  Finance  Department, 
speaking  generally. 

6721.  When  a  man  in  the  State  service  becomes 
Comptroller- General,  he  remains  only  a  short  period  in 
his  office,  because  he  has  reached  the  stage  when  only 
something  like  5  or  7  years  have  to  elapse  before  his 
period  of  service  expires  ? — That  is  so ;  but  then  the 
Government  directors,  assuming  they  were  appointed, 
would  not  be  there  really  to  take  a  very  active  part  in 
the  direction  of  the  Bank.  They  would  be  there  more 
to  watch  the  interests  of  the  Government. 

6722.  So  it  would  be  a  responsibility  without  con- 
trol ? — Without  any  detailed  control. 

6723.  How  would  you  form  the  State  Bank — by 
amalgamation  ?— By  the  amalgamation  of  the  three 
Presidency  banks  and  the  issue  of  fresh  capital. 

6724.  If  the  Bank  of  Bengal  owns  two-thu-ds  of  the 
share  capital  as  compared  with  the  Bank  of  Bombay 
and  the  Bank  of  Madras,  I  suppose  the  directorate 
selected  would  be  the  Bengal  directorate? — ^There 
would  be  local  bdards.  But  these  are  details,  and  I 
have  not  prepared  a  detailed  scheme  for  your  con- 
sideration. 

6725.  A  State  Bank  is  veiy  nice,  and  all  that,  it  is 
a  very  grand  thing,  but  let  us  go  to  the  details,  and  let 
see  how  we  can  reconcile  the  details  in  India.  The 
details  of  such  things  can  be  settled  in  France '  by 
herself  or  in  England  by  herseK ;  but  let  us  see  what 
is  required  for  India.  I  would  like  to  have  from  you 
your  idea  of  the  composition  of  the  boai-d  of  du-ectors  ? 
Of  course,  the  board  of  directors  would  be  appointed 
by  the  shareholders,  and  the  Bank  of  Bengal  share- 
holders having,  therefore,  the  majority  could  choose 
directors  fron^among  themselves,  unless  you  want  to 
make  some  pi'ovision  for  Bombay  directors,  or  anything 
like  that  ? — Tou  would  naturally  have  a  provision  that 
the  local  boards  should  consist  of  local  men. 

6726.  I  understand  about  the  local  boards,  but  I 
am  talking  just'now  of  the  Board  of  theCentral  Bank  ? 
— ^It  would  be  possible  to  have  a  scheme  whereby 
through  the  local  boards  the  shareholders  of  the  Bank 
of  Bombay  and  the  Bank  of  Madras  are  represented 
on  the  Centi-al  Board. 

6727.  I  suppose  any  local  board  would  be  formed  by 
the  direction  of  the  Central  Board  ? — ^Not  necessarily. 

6728.  Is  it  not  the  shareholders'  property,  unless 
the  Goverment  have  a  State  Bank  of  their  own  ? — Tes, 
it  is  ;  and  the  local  boards  would  be  drawn  solely  from 
representatives  of  the  locality. 

6729.  I  contend  that  the  majority  of  the  shai-e- 
hplders  would  be  Bengal  shareholders,  that  is,  if  the 
shareholders  are  given  shares  prb  rata  according  to  the 
present  capital ;  and,  therefore,  Bengal  ot  Calcutta 
wUl  be  able  to  appoint  the  full  board  by  election? — 
There  is  no  reason  why  represente-tives  should  not 
come  on  the  Central  Board  from  the  other  localities. 
There  may  be  a  provision  that  one  member  should 
come  from  Bombay,  one  member  from  Madras,  one 
member  from  Hangoon,  one  member  from  Cawnpore, 
and  so  on,  so  that  aU  the  principal  districts  could  be 
represented  on  the  Central  Board. 

6730.  Is  there  a  bank  or  any  other  institution  that 
has  this  method  of  selecting  its  directors  ?  Is  it  not 
quite  a  new  method? — Even  assuming  there  is  no 
other  instance,  that  is  no  reason  why  a  precedent 
should  not  be  created. 

6731.  Tou  really  have  to  revolutionize  the  whole 
company  system  in  order  to  do  it  ? — It  requires  a 
special  constitution,  undoubtedly. 

6732.  The  shareholders  would  have  no  control  over 
it  in  the  selection  of  their  own  directors  ? — Within 
certain  limits  they  would  have  control. 

6733.  Tou  do  not  tell  us  how  the  directorate  would 
be  formed,  or  'who'  will  appoint  the  Committee  to 
work  it  at  Madras,  or  the  committee  to  work- it  at 
Bombay,  or  the  committee  to  work  it  at  Karachi,  or 
the  committee  to  work  it  at  Lahore.  Who  would 
appoint  those  committees? — ^As  I  say,  I    have>n«t 
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worked  out  a  detailed  scheme,  and  I  have  only  sug- 
gested the  principle  that  at  this  stage  it  is  worthy  of 
consideration  whether  the  formation  of  a  Central  Bank 
is  not  desirable. 

(i734.  We  stumble  at  the  very  beginning  in  the 
formation  of  the  board.  How  will  the  Government 
share  iu  the  election  of  the  board  ? — They  will  pro- 
bably have  the  right  to  nominate  certain  of  the 
directors. 

6735.  To  nominate  their  own  directors? — Yes. 

6736.  That  is  to  say,  to  nominate  their  own  ser- 
vants ? — Yes,  if  they  decide  that  they  desire  to  be 
represented  on  the  directorate.  As  I  say,  it  is  not 
essential  that  they  should  be ;  it  is  only  on  account  of 
the  large  stake  that  they  would  have  in  the  Bank  that 
they  might  wish  to  have  the  control.  They  might,  as 
1  suggest,  do  so  by  having  their  own  special  audit. 

6737.  Probably  the  Government  would  put  the 
work  in  the  hands  of  their  servants,  the  Comptroller 
General,  for  instance,  because  if  the  Government 
appoint  anyone  at  all  it  must  be  someone  from  the 
Finance  Depai-tment,  which  is  the  only  Department 
with  any  experience  of  banking  and  bankers  ? — Pro- 
bably they  would  select  from  people  in  the  Finance 
Department. 

6738.  Suppose  they  waived  the  appointment  of 
Directors,  do  you  think  they  would  give  up  all  the 
treasuries  to  a  State  Bank  over  which  they  would  have 
no  control  ? — I  cannot  say  what  the  Government  will 
do. 

6739.  We  will  suppose  that  a  board  is  appointed 
and  that  the  majority,  in  the  common  way,  until  the 
laws  relating  to  joint  stock  companies  are  changed,  is 
composed  of  Bengalis ;  then  I  suppose  the  directors 
will  appoint  a  committee  at  Madras  to  work  that  por- 
tion of  the  State  Bank  ? — Presumably  there  will  be  a 
local  board  in  Bombay  and  a  local  board  in  Madras. 

6740.  Will  they  have  power  to  lend  to  people  known 
to  them  in  Bombay  without  any  superjfeion  or  central 
control  ? — It  will  be  necessary  for  the^ocal  boards  to 
have  very  large  powers,  but  undoubtedly  the  Central 
Board  must  retain  the  power  of  veto. 

6741.  Do  you  not  think  it  would  be  a  veiy  awkward 
thing  to  veto  Bombay  credits  ?  Do  you  think  Bombay 
would  submit  to  that  ? — I  do  not  see  that  there  is  any- 
thing very  outrageous  in  the  suggestion.  If  you  take 
the  large  joint  stock  banks  in  England,  they  have 
local  boaxds  in  various  centres,  and  I  do  not  speak 
with  authority,  but  I  presume  that  those  local  boards 
are  subject  to  the  veto  of  the  Central  Board. 

6742.  They  are  subject  to  central  supei-vision  ? — 
Yes. 

6743.  How  many  European  directors  have  you  on 
yonr  Bank  ? — Seven. 

6744.  And  how  many  native  directors  ? — There  are 
none. 

6745.  Perhaps  you  know  that  the  same  would  be 
the  case  in  a  Central  Bank.  How  many  directors  are 
there  now  who  have  been  on  the  board  for  five  years, 
say  ?  Or  I  will  put  it  in  this  way :  Of  the  seven  Euro- 
pean directors  that  you  have  had  in  the  Bank  of 
Madras  during  the  last  five  yeai-s,  how  many  have  left 
on  furlough  or  have  come  back  to  England  and  left 
India  altogether  ? — The  Directors  are  constantly 
changing. 

6746.  I  suppose  the  European  directors  who  come 
on  the  board  are  generally  the  heads  of  their  fii-ms  ? — 
Generally  they  are. 

6747.  So  they  come  on  the  board  at  about  the  time 
when  they  take  their  fui-lough  every  year  or  every 
second  year  ? — No,  not  so  often  as  that,  as  a  general 
rule.     It  is  usually  every  third  year. 

6748.  How  often  do  you  take  your  furlough  your- 
self ? — ^Perhaps  once  in  five  years. 

6749.  It  is  not  like  the  Bank  of  France  and  the 
Bank  of  England ;  you  do  not  continue  with  the  same 
Directors  ? — That  is  so.  But  when  I  personally  take 
my  furlough,  my  second  in  command  knows  the  busi- 
ness just  as  well  as  I  do,  and  he  knows  exactly  my 
views.  So  when  the  second  pai-tner  in  a  firm  succeeds 
his  senior  partner  in  the  directorate,  he  has  often  been 
on  the  board  before,  and  he  is  not  coming  into  some- 
thing entirely  new. 


6750.  It  will  come  to  this,  that  the  Governor,  that  is, 
the  Secretary  and  Treasurer  of  the  State  Bank,  would 
alone  be  occupied  in  dispensing  the  native  credits,  unless 
you  employed  some  great  baboo  who  would  dispense 
those  credits  ? — I  do  not  think  we  should  be  quite  so 
out  of  touch  as  you  suppose.  Naturally  a  board  must  to 
a  very  large  extent  be  influenced  by  the  head  of  the 
Executive  who  has  all  the  details  before  him. 

6751.  But  really  the  entire  control  of  the  whole  of 
India  would  be  in  the  hands  of  the  Governor  of  the 
Bank?— He  would  certainly  have  a  large  influence, 
but  I  would  not  go  so  far  as  to  say  he  would  have  the 
entire  control.  Each  bank  manager  would  have  very 
great  powers. 

6752.  The  Government's  nominee  on  the  Board 
could  not  have  any  control  over  the  credits  if  the  Bank 
is  to  support  the  trade  of  the  country? — Naturally, 
Government  directors  could  not  interfere  in  such  small 
details  as  what  amount  of  credit  any  individual  person 
was  to  receive.  They  would  have  to  be  guided  by  the 
executive  oflScers. 

6753.  The  Governor  will  be  the  sole  possible  judge 
of  the  credits  given  in  Bombay,  the  credits  given  in 
Lahore,  and  the  credits  given  in  Madras  ? — By 
"  Governor  "  do  1  understand  you  to  mean  the  senior 
executive  official  ? 

6754.  Yes  ? — He  would  undoubtedly  have  the 
power  of  veto  as  he  has  now  in  a  smaller  concern ;  but 
individual  branch  managers  have  very  large  powers 
with  regard  to  their  localities ;  the  man  on  the  spot 
must  have  large  powers. 

6755.  Do  you  not  think,  looking  at  all  this,  that  it 
is  not  within  one  man's  power  to  supervise  the  manage- 
ment of  a  State  bank  ? — I  do  not  see  that  there  is  any 
very  great  difference  in  it  from  what  is  done  at  present. 
You  have  got  your  different  sphei-es  of  influence ;  you 
have  got  the  Bank  of  Bengal  sphere,  the  Bank  of 
Madras  sphere,  and  the  Bank  of  Bombay  sphere; 
they  are  at  present  directed  by  the  local  boards,  and 
they  would  continue  to  be. 

6756.  I  know  there  are  spheres  ? — The  fear  of  the 
central  board  vetoing  in  Calcutta  any  credit  proposed 
to  be  given  in  Bombay  is  very  unlikely,  unless  it  was 
in  the  interests  of  the  bank.  There  should  be  no 
jealousy  between  one  quarter  and  another.  The 
business  should  be  carried  on  for  the  benefit  of  the 
bank  as  a  whole,  and  if  the  trade  of  Bombay  requires 
financing,  and  it  is  to  the  interests  of  the  bank  as  a 
whole,  Bombay  would  get  the  finance. 

6757.  The  State  Bank  would  have  the  dispensation 
of  proper  credits  all  over  India  ? — I  would  say  so. 

6758.  And  they  would  be  guided  by  their  managers, 
who  may  be  sent  from  one  place  to  another  just  as 
they  are  now  ? — Quite  so. 

6759.  Do  you  know  that  even  now  the  biUs  that 
are  discounted  in  Bombay  are  bills  of  people  who  are 
known  fn  Bombay,  and  the  bUk  that  are  discounted 
in  Calcutta  are  bills  of  people  who  are  known  in 
Calcutta  r' — I  do  not  foUow  your  question. 

6760.  Even  now,  with  Dhe  centralised  Presidency 
Banks  there  is  a  difficulty  in  dispensing  credits  up- 
country  in  the  case  of  people  no  knjwn  at  the  bank, 
as  ;at  the  bank  they  have  to  take  their  information 
from  European  officers  and  it  is  a  European  board 
that  has  to  act.  Perhaps,  therefore,  the  natives  do 
not  get  the  credits  they  really  want,  which  in  the  case 
of  a  State  bank  it  would  be  necessary  they  should 
have.  What,  would  you  say,  do  the  directors  know  now 
about  Pondicherry  or  any  of  those  places  ?  Do  they 
give  credits  there  ? — Naturally  they  do. 

6761.  What  supervision  can  they  have  over  those 
credits  ?— Naturally  they  cannot  go  into  details.  They 
can  only  direct  the  general  policy. 

6762.  Did  not  the  Bank  of  Madras  lose  large 
amounts  in  Ceylon  some  time  ago  ? — I  think  it  would 
be  very  extraordinary  if  a  bank  did  not  lose  occa- 
sionally. 

6763.  If  all  this  happens  in  the  comparatively  small 
case  of  a  Presidency  Bank,  how  would  it  be  if  you 
were  superintending  the  vast  credits  of  India  through 
European  directors  P— If  the  work  is  too  large  for  the 
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Central  Board  the  Remedy  is  to  create  more  local 
boards ;  but  at  present  the  number  of  branches,  if 
you  take  the  amalgamated  Presidency  Banks,  is  quite 
small. 

6764.  Turning  to  another  point,  do  you  mean  to 
say  that  the  Government  should  lose  their  profits  on 
the  circulation,  and  give  up  the  control  of  the  large 
sums  in  the  paper  cuwency? — With  regard  to  the 
profits  on  the  circulation,  I  naturally  suppose  that  if 
it  is  handed  over  to  the  proposed  bank,  the  Govern- 
ment would  expect  to  receive  remuneration  on  an 
average  of  what  their  profits  had  been  for  the  last  two 
or  three  years. 

6765.  Do  you  think  that  if  the  Government  handed 
it  over  to  the  State  Bank,  the  Currency  Department 
would  not  have  work  to  do  ? — So  far  as  the  Currency 
Department  is  concerned,  they  would  cease  entirely. 
"With  regard  to  the  Treasuries,  in  all  probability  they 
could  reduce  their  staffs  slightly  as  the  Bank  took  over 
the  work — not  entirely,  because  the  head  officer  of  the 
Treasuiy  has  other  considerable  duties  to  perform  in 
addition  to  the  actual  Treasury  work,  and  probably 
it  would  give  him  more  time  to  attend  to  those  other 
duties. 

6766.  There  would  be  no  reduction  of  expenditure, 
anyhow,  in  the  Government  of  India's  Department 
because  of  the  State  Bank  ? — There  would,  so  far  as 
the  Currency  Department  is  concerned. 

6767.  Could  they  dispense  with  the  services  of  the 
Comptroller- General,  of  the  accountants  in  the  Presi- 
dencies, and  of  the  other  superior  officers  who  super- 
vise these  banks,  because  under  the  proposed  arrange- 
ment the  Central  Bank  would  supervise  ? — They  cannot 
dispense  with  the  accountants-general,  because  they 
have  other  entirely  different  duties  to  perform  as  well 
as  looking  after  the  Currency  and  the  Reserve 
Treasuries. 

6768.  Would  there  be  any  economy  in  the  Secre- 
tary of  State's  Department  here,  because  the  sale  of 
Council  bills  is  given  over  to  the  State  Bank  ? — I 
should  not  think  the  economy  is  worth  considering. 

6769.  So  on  the  whole  a  State  Bank  means  that  the 
Government,  according  to  your  idea,  might  put  about 
six  millions  or  four  millions  into  the  Bank  and  make 
their  officers  responsible  for  work  which  they  do  not 
know  anything  about? — As  I  have  said  before,  I 
do  not  suggest  that  the  Government  directors  are 
essential. 

6770.  In  that  case,  the  Government  might  be 
bound  on  a  motion  in  Parliament  to  provide  for  the 
restitution  of  the  shareholders'  money.  That  was 
attempted  to  be  done,  as  I  have  mentioned,  through 
Mr.  Mill,  but  he  lost  by  a  narrow  majority,  otherwise 
the  Government  of  that  day  would  have  had  to  pay 
the  money  ? — I  do  not  admit  that,  because  there  are 
Government  directors  of  the  Bank,  the  Government 
itself  would  be  responsible. 

6771.  Why  have  you  no  native  directors  to  give 
you  some  idea  of  the  credits  of  the  men  in  your  Pre- 
sidency; natives  are  shareholders? — A  large  propor- 
tion of  the  shares  of  the  Bank  of  Madras  are  held  by 
Europeans,  and  no  native  directors  have  been  ap- 
pointed by  the  shareholders ;  in  fact,  I  do  not  think 
that  there  has  been — certainly  not  within  my  recollec- 
tion— a  native  director  proposed. 

6772.  Have  these  directors  a  large  interest  in 
shares,  or  are  their  interests  nominal  ? — ^As  a  rule  ? 

6773.  Have  they  20  or  30  shares  only,  and  is  it 
sometimes  said  they  have  got  those  shares  after  appoint- 
ment ? — ^The  directors  have  naturally  to  hold  their 
qualifying  shares ;  beyond  that  1  do  not  think  I  am 
entitled  to  say  how  many  shares  they  hold. 

6774.  Would  you  compare  a  State  Bank  in  India 
with  the  Bank  of  France,  the  Bank  of  Germany,  the 
Bank  of  England,  and  so  on  ? — I  admit  that  banking 
in  India  is  not  so  fully  developed.  My  object  is  so 
far  as  possible  to  develop  India,  and  I  think  the  time 
has  now  come  for  a  step  forward. 

6775.  If  you  take  the  governments  in  civilised 
countries,  the  taxes  go  to  the  banks  and  everything 
appears  on  the  table,  and  the  government  are  more 


indebted  to  the  banks  than  the  banks  are  trying  to  get 
any  money  from  them.  For  instance,  the  last  account 
shows  that  there  is  10  millions  belonging  to  the  State 
in  the  Bank  of  England,  but  the  State  has  a  debt  of 
11  millions  to  the  Bank,  so  there  is  not  much  lending 
there.  Tou  want  the  Government  of  India  to  lend  to 
the  Bank  25  to  30  crores  ? — The  State  here  may  be 
indebted  to  the  Bank  of  England,  but  on  the  other 
hand  the  Presidency  Banks  have  large  holdings  of 
Government  paper  which,  in  other  words,  is  a  Govern- 
ment debt.  I  daresay  there  may  be  a  difference  from 
the  legal  point  of  view,  and  if  anything  happened  to 
the  Bank  of  England  there  might.be  the  power  of  set 
off  which,  in  the  case  of  the  Government  paper  held  in 
the  Presidency  Banks,  there  would  not  be  ;  but  I  do 
not  see  that  that  is  an  insurmountable  difficulty, 
either. 

6776.  So  you  see  there  is  no  comparison.  It  is  the 
same  with  the  Bank  of  Germany  and  the  Bank  of 
France ;  they  have  State  accounts,  and  they  write 
them  off  by  indebtedness  to  the  banks.  But  this 
State  Bank  will  be  quite  different,  will  it  not  ? — In  so 
far  as  there  would  not  be  the  power  of  set  off  by  the 
present  holdings  of  the  banks  in  Government  paper 
which  they  hold  instead  of  a  specific  debt. 

6777.  Knowing  the  way  the  Government  of  India 
works,  the  banks  will  add  about  double  the  money  of 
the  Government  of  India  to  their  own  capital  ? — ^I  am 
quite  aware  that  the  Government  of  India  might  raise 
objections,  but  as  to  what  their  objections  will  be  and 
how  far  they  can  be  met  it  is  impossible  for  me  to  say. 
My  hope  is  that  they  will  take  a  broad  view  and  con- 
sider what  is  beneficial  to  the  country.  It  will  be  right 
to  take  a  certain  amount  of  risk. 

6778.  Would  you  also  have  a  branch  in  London  of 
that  Central  Bank  or  State  Bank  ? — I  should  say  that 
would  be  an  essential  part. 

6779.  What  position  would  that  branch  occupy  ?— 
That  branch  would  be  a  very  important  one,  and  it 
would  be  essential  that  there  should  be  a  local  board 
in  London. 

6780.  Would  it  lend  money  ? — It  would  both  lend 
and  borrow  money.  It  would  carry  out  exchange 
transactions  on  behalf  of  the  Government  between 
India  and  Europe. 

6781.  A  State  Bank  does  not  borrow  money  ? — ^A 
bank's  business  is  entirely  borrowing  on  the  one  side, 
and  lending  on  the  other. 

6782.  The  Bank  of  France  does  not  borrow  and  the 
Bank  of  England  does  not  borrow? — Tour  deposits 
are  borrowings. 

6783.  Of  course  they  borrow  in  a  way  ? — I  have  a 
very  vivid  recollection  of  the  Bank  of  England  in  1891 
borrowing  three  millions  from  France. 

6784.  Suppose  you  borrow  in  London  for  six  months 
or  a  year;  if  you  borrow  for  six  months  and  then 
repay,  it  will  cost  yoi  3  per  cent,  more  than  the  Indian 
rate,  and  if  you  jaon-ow  for  12  months  it  will  cost  you 
14  per  cent,  more  for  the  remittances  ? — Naturally  you 
would  not  borrow  in  London  if  you  could  borrow  in 
India  cheaper. 

6785.  That  would  be  exchange  business  on  a  very 
large  scale  ? — I  do  not  quite  follow  the  question. 

6786.  If  you  borrow  in  London  for  India,  you  would 
have  to  remit  that  money,  would  you  not  ? — Tes,  you 
would. 

6787.  And  you  would  have  to  bring  that  money 
back  when  you  repaid  it  ? — Tes. 

6788.  If  you  have  to  get  that  money  back  in  a 
crisis,  the  exchange  wiU  go  against  you  ? — If  a  crisis 
happens  and  you  have  suddenly  to  remit  very  large 
sums  from  India  to  London — ^and  I  assume  the  crisis 
is  in  London,  that  you  have  got  money  out  in 
India  and  that  you  want  to  get  it  back  to  London — 
undoubtedly  it  might  affect  exchange.  But  if  the 
bank  is  working  the  exchange  business  on  behalf  of 
the  Government,  they  would  have  very  large  accumu- 
lations of  gold  in  the  cuirency  resei-ve,  which  is 
eai'-marked  in  London,  and  it  would  be  a  very  simple 
operation  to  increase  your  silver  reserve  in  India  and 
release  the  gold  in  England  without  any  loss  on 
exchange. 
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6789.  That  will  to  some  extent  wipe  out"  tie 
exchange  banis  who  are  doing  that  husiliess;  and 
they  have  a  certain  sort  of  claim  on  the  Government 
of  India?— I  think  in  the  previous' part  of  m^  evidence 
I  distinctly  stated  that  the  interest  of  the  exchange 
hanis  was  not  to  be  interfered  With,  and  that  any 
exchange  business  the  central  bank  did  would  be 
restricted  to  re-discounting  the  exchange  banks'  biUs 
and  selling  on  India,  or  vici  tiersd ;  in  other  woi'ds,  it 
would  feimply  be  acting  as  the  agent  of  Government 
for  the  sale  of  council  bills. 

■  6790.  It  would  be  doing  aU  that  work  with  the  view 
of  profit  for  its  shaifeholders  ? — ^It  would  not  be  to  the 
detriment  of  the  sHai-ehblders. 

6791.  But  it  would  be  a  much  larger  institution  ? — 
It  would  be  a  very  much  larger  institution.  My  chief 
object  is  the  development  of  India  generally. 
.,  6792,  If  you,  iJioiTow  or  .sell  25  oy  30^  niillions,  do 
yQu  thinkjthat  woijl^  be  guch  a  small  operation  that  it 
vyopld  not  w.ipe  out  the  ei^ohange  banks  who  haye  now 
control  of,  that  business  ? — Totj  are  putting  rather  a 
hypothetical  case  which  I  do  not  admit  in  practice  will 
^ver  come  about,  namely,  that,  the  State  bank  would 
borrow  25  millions  in  ,L.9|ij.don. 

6793.  Would  yon  auction  the  bills  ? — KTo,  my 
suggestion;  was  that  they  should  be  sold  at  a  fixed 
price.-      .1    .„    I  ■    '       I 

■'  6794.  Would  that  be  fair  to  the  exchange  banks? 
—I  do:  not'  see  how  that  would  be  interfering  with  the 
exchange  banks. 

'6795.  If  you  w'ere  to  remit  your  own  money  to  and 
from' India  by^ihe  auction  of  the  bills;  I  can  understand 
that  the  exchange  banks  might  liavB  soine  chance,  but  if 
yoii' are 'to 'have  the  power  of'A,ppr6priating  to  your- 
self the  Seci'etary  of  State's  bills,  and  bid  for  your 
own  requirements  at  rates  of  youi-  own  making,  the 
exchange  banks  would  certainly' be  wiped  Oiit  ? — It 
Woiild  not  be  interfering  with  the  exchange  banks' 
busiitess.       '  •'  •    ■-     ■  -■--  -.-•■• -i 

.  6796.  Will  the  London  branch  be  under  the  control 
of  tW  Baiiir  of  Calcutta,  or  will  the  London  branch  be 
the 'central  office  ? — My  idea  is  that  the  head  office  of 
the  Cesiitral  Board  should  be  in  India,  not  in  England. 

6797.  Then  the  branch  in  England  would  be  sub- 
qrdinate  to  tl;ie  Central  Bank,  iii  India? — It  .would 
natiiraliy  have  very  large  powers!  '     ,, 

,,,6798.  Would  th^. Secretary  of  State  have  no  voice 
in,  .i,t  ?— I  presume  ih?  Secretary  of  ,  State  would  haye 
no  actual  control,  but  if  the  Goveirtiment  desire  to  be 
represented  ..on  all  the  boards,  there  is  no  reason  why 
there  ph^uld  ;aot,,be  a  representative  on  thei,  London 
board  as  well  as  o;i  the  local  boards  in  India. 

6799.: Is  it  the  idea  that. a  State  bank  wjill  help 
industries  and  agric^ture  ?: — Yes. 

6800.,, How  can  a  State  bank* help  agriculture? — 
Indirectly,  by  developing  credit  generally  all  round. 

,    6801.  How  will  you  actively  assist  agriculture  P — 
Indirectly.  -      , 

6802.  Will  yon  lend  to  agiicultmists  ?— Yes,  I 
would  lend  to  agriculturists  ;  I  do  now. 

6803.  .That  would  mean  very  small  bills,  woixld  it 
not  ? — They  are  natiirally  small  bills  on  the  security 
of  their  produce.  When  the  harvest  ■season  comes  on, 
they  bring  their  produce  in  and  put  it  in  store  under 
the  bank's  control,  and  they  get  an  advance  on  it. 

■  6804.  Who  will  advise  you'as  to'  the  credit  of  the 
small  agriculturist ;  who,  in  the  district  itself,  would 
know  him  ? — We  have  means  of  finding  out  the 
positioii  of  the  agriculturist.  There  are  title  deed^ 
andTCgiatration  -offices  wher«  you-  can- find-if  there-is 
any  encumbrance.    It  is  done  in  practice  now. 

6805.  How  will  it  help  ui  increasing  the  note  cir- 
culation if  it  is  in  the  hands  of  a  private  bank  ?  Do 
you  know  that  in  India  a  private  bank  or  a  central 
bank  will  be  treated  with  suspicion,  whereas  the 
Government  is  not  treated  vrith  suspicion;  and  that 
there  iS  a  greater  chance  of  increasiiig  oirotilation  under 
Government  than  under  a  central  bank  ?  What  ex- 
perience have  you  which  supports  yom-  view  that  the 
central  bank's  note  circulation  will  grow  with  greater 
rapidity  than  a  circulation  through  the  Government  P 


In  my  opinion  the' banks  have  more  opportunities  of 
inducing  merchants  aiid  others  to  work  by  currency 
notes  than  Goveriiment  have.  Banks  are  more  in 
touch  with  those  people,  and  by  having  a  large  number 
of  branches  all  over  the  counti-y  where  these  notes 
would  be  readily  received,  they  could  do  a  great  deal. 

6806.  Do  you  think  a  central  bank  could  induce 
people  to  take  notes  in  India  ? — I  think  so. 

6807.  Do  you  think  merchants  would  take  the 
notes  of  the  bailk  in  preference  to  Government  notes  ? 
—I  do  not  go  so  far  as  to  say  that  they  would  prefer 
the  bank's  notes  to  Government  notes ;  but  I  do  not 
look  to  any  appreciable  decrease  in  the  ciroula,tioii  of 
the  notes  simply  because  there  has  been  a  transfer  from 
Government  to  a  central  bank. 

6808.  For  public  works  I  think  you  can  borrow 
more  money  in  India  now  ? — Do  you  mean  for  Govern- 
ment loans,  or  railway  loans  ? 

6809.  For  railways  and  canals?  —  Undoubtedly, 
owing  to  the  rising  prosperity  in  India,  there  is  more 
money  available  for  investment  in  such  securities. 

6810.  The  Government  has  lent  about  three  or  fom- 
crores  to  several  municipalities  ? — Yes,  and  to  port 
trusts. 

6811.  But  the  last  loan  of  three  crores  has  been 
exhausted,  and  there  is  a  backwardation  of  prices  ? — 
That  is  not  shown  so  far  as  the  price  is  concerned. 
The  last  loan,  as  far  as  I  can  remember,  went  at  about 
96  •  2,  and  the  last  quotation  I  saw  from  Bombay  was 
just  about  the  same  rate. 

6812.  Do  you  know  that  they  cannot  deliver  the 
paper  they  have  sold,  and  that  they  have'  to  ^ay  back- 
wardation'on  it,  as  it  is  called? — Of  course  it  might 
hajjpen '  under  any  circumstances  that  a  speculator 
would  be  found  short. 

6813.  1  think  Goveriiment  could  borrow  about  half 
of  what  is  required  for  public  works  through  these 
Indian  loans  ;  what  do  you  say  ? — I  think  they  might 
be  able  to  do  it  in  one  yed,r.  I  think  they  might 
increase  the  amount  of  the  loan,  provided  there  was 
Bome  understanding  that  in '  the  height  of  the  busy 
season  the  balances  in  the  reserve  treasuiy  which 
they  were  accumtdating,  would  be  available  for  ad- 
vances. Undoubtedly  the  banks  could  carry  Very 
nitich  heavier  holdings' of  Government  securities  and 
other  authorised  securities,  if  there  were  an  outlet  such 
Sis  that,  and  if  there  were  also  further  powers  of  access 
to  London  in  times  of  stress.  ' 

6814.  As  you  know,  you  have  brought  back  in  the 
last  five  or  six  years  rupee  paper  from  England  to 
India? — Yes,  that  is  true. 

6815.  I  think  in  the  last  four  or  five  years  we  have 
bought  rupee  paper  in  London  here  ahd  taken  it  to  India 
to  the  extent  of  about  14,  15,  or  16  crores  ? — Not  quite 
so  much  as  that.'    It  was  about  24  crores,  was  it  not  ? 

6816.  It  is  now  about  14  or  13  crores  ? — At  present 
it  is  rather  less  than  that.  The  holding  in  London  is 
now  about  12  crores,  and  I  think  some  years  ago  it  was 
as  high  as  24  crores. 

.  6817.  They  could  not  float  the  same  loans  here  at 
86  or  87  now,  could  they  ? — I  know  that  to  my  soitow. 

6818.  If  they  needed  money  and  they  raised  the 
interest  to  4  percent.,  or  anything  like  that,  they  could 
have  large  sums  floated  in  India,  could  they  not? — 
Undoubtedly,  if  you  raise  the  rate  you  ought  to  be  able 
to  float  larger  loans ;  but  I  think  it  would  be  hardly 
fair  to  the  present  holders  of  Government  paper  to  de- 
preciate the  present  holdings  of  3^  per  cent.,  it  would 
only  Jdb  in  very  extreme  cases  that  that  would  be 
justifiable. 

6819.  (Sir  James  Beghie.)  Tou  favour  the  Council 
Bill  «y?tem,  not  only  for  providing  the  Secretary  oi 
State  with  funds,  but  also  to  meet  the  requirements  of 
trade  ? — Yes. 

6820.  The  trade  you  refer  to  is,  I  fancy,  the  foreign 
trade  ? — Yes.  ' 

6821.. But  the  foreign  trade  is  only  a  part  of  the 
internal  trade,  is  it  not  ?— The  foreign  trade  is  only  a 
part  of  the  total  trade. 

6822.  The  Council  Bill  system  involves  the  holding 
up  in  India  of  the  surplus  Treasury  balances,  does  it 
not?— Under 'the' way  it  at  pi-esent  works  it  involves 
that  by  the  coUeotibn  of  the  revenue  into  the  central 
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treasuries  in  preparaf)ion  to  meet  the  Council  BilU  that 
wiU  be  iftevwards  drawn. .  ,     i 

6823.  I  think  you  agree  that  that  practice' helps  to 
bring  about  the  high  rates  of  interest  -which  prevail 
in  India  at  certain  periods  of  the  year  ? — Yes. 

6824.  And  is,  therefore,  disadvantageous  for  the 
internal  trade  ? — It  is  disadvantageoiis. 

6825.  If.  the  surplus  Ti-easuiy  balances  are  lent  in 
India  to  prevent  those  high  rates,  the  money  cannot  be 
available  for  Council  drafts  ;  and  moe  versa,  if  held  to 
meet  Coimcil  drafts  the  money  cannot  be  used  to  help 
the  internal  tradei  that  is,  it  cannot  be  used  to  give 
loans  ? — As  at  present  constituted  that  is  so.  That  is 
one  of  my  strong  arguments  in  favour  of  a  Central 
Bank  with  a  London  office,  because  it  would  simply  be 
a  transf ei'eaice  then  of  funds  from  the  Indian  branch 
of  the  bank  to  the  London  branch,  and  if  actual  cur- 
rency is  short  in  India  it  would  only  then  be  necessary 
to  indent  upon  London  gold  to  put  in,to  the  currency 
reserve  here  and  to  withdraw  it  in  India.  But  that 
would  not  take  effect  except  as  the  very  last  resort. 
The  Secretary  of  State's  balances,  which  would  be 
accumulating  in  the  London  office,  would  be  practically 
available  for  the  London  market,  because  the  Central 
Bank's  reserve  would  be  with  the  Bank  of  England. 

6826.  As  at  present  conducted,  it  is  a  question,  is 
it  not j  whether  more  consideration  is  due  by  Govern- 
ment to  the  business  of  the  foreign  trade  than  to  tljat 
of  the  internal  trade  ? — That  is  so.  , 

6827.  Tou  also  favour  the  Council  Bill  system  with 
the  object  of  reducing  the  movement  of  gold  (^oin  from 
Bm'cwe  to  India  ?^-That  is  so.  i; 

6^8.  Does  that  apply  also  to  bills  sold  for  the  pur- 
pose of  restricting  the  imports  of  gold  from  Aiistralia 
and  Egypt  ?  I  ask  the  question  because,  you  men- 
tioned specially  the  sending  of  gold  coin  from  Eui-ope 
to  India  ?— rit  would  perhaps  be  .  difficult  to  fix  a  rate 
that  would  prevent  certainly  Australian  gold  from 
coming  in,  unless- yoxi  were  tp.fix  a  very  low  rate. 

6829.  Tour  object  is  to  prevent  gold  coin  coming  into 
India? — ^To.  prevent  unnecessary  gold  coin  being  with- 
drawn from  London  at  times  of  pressure,  as  I  hold  "that 
a  tight  money  market  in  London  reacts  on  the  Indian 
export  trade. 

6830.  Tour  object  is  to  prevent  disturbance  of  the 
London  nioney  market  ? — That  is  my  chief  pb-ject. 

6831.  Tou  propose  to  achieve  that  by  sales  of  bills 
in  London  to  the  extent  that  would  be  sufficient  for 
that  object? — Tes. 

6832.  Would  that  prevent  all  possibility  of  dis- 
turbance to  the  London  money  market^  do  you  think  ? — 
It  would  not  prevent  all  possibility  of  distm-bance, 
but  it  would  mitigate  it.  If  you ..  have  Egypt  and 
other  places  calling  for  large  quantities  of  gold,  and  if 
India  comes  into  the  balance  as  well,  that  increases  the 
difficulty,  certainly. 

6833.  If  you  sell  bills  in  London,  to  a  great  extent 
that  means,  does  it  not,  that  yoti  must  sooner  or  later 
buy  silver  for  coinage  ?^It  will  mean  that,  if  the 
silver  balances  in  India  have  run  low. 

6834.  If  you  sell  bills  in  England  for  the  purchase 
of  silver,  does  not  that  merely  transfer  the  demand  for 
?old  in  London  from  India  to  some  other  country  ? — 
if  the  balance  of  trade  has  to  be  paid  for  ^y  London, 
it  might  mean  the  withdrawal  of  actual  gold  from  the 
market; 

6835.  The  effect  would  be  that,  instead  of  India 
wanting  the  gold,  some  other  comitiy  would  want  the 
gold  ? — Not  exactly  that  they  would  want  the  gold. 
They  might  pay  ofP  the  obligations  that  they  had  in 
London. 

6836.  Still,  the  gold  would  be  due  to  them,  whether 
they  took  it  or  not  ? — A  certain  sum  would  be  due  to 
them.  The  gold  might  be  withdrawn,  I  admit,  but  the 
probability  is  that  they  would  be  paying  off  another 
obligation  or  using  it  for  investment  in  London 
generally.  , 

6837.  Tou  say  gold  is  only  preferable  to  sUrer  as 
oun-ency  because  it  is  more  portable?— I  referred 
there  to  India.  There  is  really  no  demand  for  gold  as 
currency  fi-om  the  people  thei-e  generaUy,  and  it  is  a 
case  of  more  or  less  persuading  them  to  take  it ;  but 


once  ihef  have  got  the  taste  for  it,  they  wiU  continue 
to  demand  it.        i      . 

6838.  Would  you  hot  say  that  if  gold  formed  a 
substantial  portion  of  the  metallic  currency  in  India, 
it  would  have  greater  advantages  than  mere  porta- 
bility ? — -I  do  not  think  there  is  any  great  advantage 

6839.  In  the  case  of  an  adverse  balance  of  trade, 
for  example  ? — -I  do,  not  think  in  the  ciso  of  an  adverse 
balance  of  trade,  tmless  the  proportion  of  gold  in  active 
circulation  was  very  much  larger  than  silver,  that 
much  of  the  gold  would  come  back  again. 

6840.  {Sir  Robert  Chalmers.)  Would  it  even  then? 
— I  am  not  prepared  to  say  that  it  would. 

6841.  (Sir  James.  Beghie.)  Ton  gave  some  figm-es 
relating  to  the  Presidency  Banks ;  these  .show  a  great 
increase  in  resoiupes  in  the  last  15  years  ?T7-'rhat  is  so. 

6842.  Cap.  it  be  said  that  these  banks  actively 
promoted  that  increase  ? — I  think  they  have  done 
everything  in  then-  power  to  promote  the  trade  of  the 
country  and  to  develop  their  bafaks. 

6843.  To  meet  trade  demands  and  to  prevent  a  high 
rate  of  discount  ? — They  have  done  everything  they  can. 

6844.  Tou  agree,  I  think,  that  it  is  not  their  fault 
that  periods  of  high  rates  of  interest  recur? — It  is 
certainly  not  their  fault. 

6845.  Eegarding  a  centralised  bank  you  would 
include,  I  understand,  the  whole  of  the  Treasmy 
balances  in  India  and  in  London  ? — That  is  so.   , 

6846.  Also  the  paper  currency  reserve  ? — Tes. 

6847.  And  the  gold  standard  reserve  ? — No,  the 
,  gold  standard  reserve  would  remain  separate. 

,  6848.  It  .would  not  be  iricluded  with  this? — It 
would  not  be  included  in  the  bank's  holding. 

6849.  If  these  balances  were  combined  with  the 
cash  reserves  of  the  .Presidenpy. Banks  in  one  balance 
sheet,  it  would  show  a  position  qf  considerable  stn-ength, 
would  it  not  ?— It  would  show  a  position  of  great 
strength.  .  ,  ,. 

6850.  Do  you  think  a  better  idea  could  be  formed 
of  the  financial  strength  of  India  from  the  balaaice 
sheet  than  from  the  same  resei-ves  isolated  and 
distributed  as  they  now  are? — It  would  be  more 
apparent. 

6851.  Would  such  a  balance  sheet  affect  the  general 
credit  of  the  Government  of  India  in  the  eyes' of  the 
world  generally  ? — I  do  not  think  it  would  affect  the 
credit  of  the  Government  of  India. 

6852.  Would  it  not  improve  the  credit  ? — -I  do  not 
think  it  would  have  any  great  effect  upon  the  credit  of 
the  Government  of  India.  As  far  as  I  know,  the 
Gtovemment  of  India's  credit'  is  unquestioned  at 
present. 

6863.  Under  the  scheme  you  outline  you  would  look 
for  smaller  fluctuations  in  the  discottnt  rates  ? — I  do 
look  for  smaller  fluctuations  in  the  discount  rates. 

6854.  And  a  lower  maximum  ? — ^And  a  lower  maxi- 
mum. ■  -     , 

6855.  Would  that  be  an  advantage  to  the  tiade  of 
India  generally  ? — That  would  be  a  very  great  advan- 
tage, in  my  opinion,  to  the  trade  of  India  generally. 

6856.  (Mr.  Gillan.)  What  are  these  gold  bai-g  that 
come  to  India  at  present ;  I  am  told  that  they  are 
refined  and  polished  ? — ^I  understand  so. 

6857.  (Sir  Rohert  Chalmers.)  Are  they  not  10-oz. 
bars  from  the  Australian  mints  in  the  main?^ro  a 
certain  extent ;  and  from  London,  too,  I  understand. 
I  may  say  that  I  do  not  profess  to  have  a  very  great 
knowledge  of  this,  because  there  is  very  little  direct 
import '  of  gold  into  Madias ;  it  all  comes  through 
Bombay. 

0858.  (Mr.  Gillan.)  What  I  want  to  put  to  you — 
I  do  not  Imow  whether  you  have  any  knowledge  of  the 
subject — ^is,  whether  it  is  true  that  they  might  be 
described  as  a  sort  of  fancy  articlp  going  at  rather  a 
fancy  price  ? — ^Not  that  I  am  aware  of. 

6859.  They  are  manufactured  in  a  sense ;  they  are 
not  rough  bar  gold,  are  they  ?— tNo. 

6860.  They  are  not  the  sort  of  gold,  that  probably 
would  go  to  a  mint  ? — ^No.  But  so  far  as  1  know,  they 
are  not  sold  at  any  fancy  price.  There  are  certain  mar^ 
that  caiTy  a  slightly  higher  price  than  others. 

6861.  (Lord  Faben:)  Do  I  undei-stand  you  to  say 
that  these  bars  imported  from  Australia  and  from 
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England  in  the  condition  we  have  just  had  mentioned 
to  us,  would  not  go  to  a  mint  if  there  was  one  F — ^If 
there  was  a  mint  my  suggestion  is  that  so  long  as 
sovereigns  are  legal  tender  there  would  be  no  object  in 
importing  bars  in  preference  to  sovereigns. 

6862.  But  you  do  not  really  think  that  these  bars 
are  fancy  articles  because  they  are  polished,  and  so  on, 
do  you  ? — No,  I  do  not.  These  bars  are  imported  very 
largely  for  ornaments,  and,  in  fact,  so  are  sovereigns 
very  largely  used  for  that  purpose.  I  know  in  one 
small  village  in  our  Presidency  they  take  between 
300  and  400  sovereigns  a  week  from  Bombay,  which 
are  melted  down  immediately  and  manufactured  into 
an  imitation  coin  representing  the  old  -j-franc  piece, 
which  is  very  popular  as  an  ornament  for  a  necklace. 
These  imitation  5-franc  pieces  are  not  counterfeit  coins, 
because  while  they  have  the  head  on  one  side,  on  the 
other  side  they  are  blank. 

6863.  (Mr.  Gillan.)  In  the  same  connection  you 
have  mentioned  South  Africa,  and  I  do  not  quite 
TUiderstand  this  remark  of  yours — you  say  the  exports 
from  India  to  Africa  are  negligible  ? — That  is  so. 

6864.  But  there  is  a  trade  done  there,  because 
there  are  steamers  going  from  India  to  South  Africa  ? 
— That  is  so. 

6865.  What  do  they  carry  ? — They  carry  various 
Indian  produce. 

6866.  Tou  mean  that  it  is  on  a  small  scale  ? — Tes ; 
it  is  not  sufficient  to  take  'into  serious  consideration 
for  repayment  in  gold. 

6867.  What  do  those  steamers  bring  back  from 
South  Africa — I  am  told  they  bring  back  very  little  ? 
■ — It  is,  so  far  as  I  am  aware,  very  little. 

6868.  Would  it  not  be  worth  the  while  of  these 
steamer  companies  to  offer  very  low  freights  to  take 
the  gold  to  India  ? — I  believe  it  would. 

6869.  Then  you  think  it  is  quite  conceivable  that 
you  might  have  gold  going  to  India  ?-.-Quite. 

6870.  In  fact,  do  you  think  it  might  reach  a  pitch 
which  would  be  inconvenient  ? — ^It  might. 

6871.  Is  that  what  you  claim — ^that  if  it  is  possible 
at  all  it  would  be  so  ? — If  gold  can  be  brought  profi- 
tably from  South  Africa,  then  that  gold  would  come 
until  the  exchange  was  knocked  down  to  such  an  extent 
that  it  would  be  more  profitable  to  send  it  round  the 
old  course. 

6872.  In  regard  to  Council  Bills  I  am  not  sure  that 
I  understood  you  properly  in  your  reply  to  the  Chair- 
man yesterday.  I  think  you  said  that  the  interests  of 
trade  were  a  more  important  factor  than  Grovemment 
interests  ;  is  that  so  ? — It  seems  to  me  that  at  present 
the  functions  of  Council  Bills  are  more  important  with 
reference  to  trade  generally. 

6873.  The  position  is  this,  is  it  not,  that  the 
Secretary  of  State,  having  money  in  India,  wants  it  at 
home  ? — He  might  require  money  at  home. 

6874.  And  a  good  many  other  people  who  have 
money  here  in  London  want  it  in  India  ? — That  is  so. 

6875.  The  Secretary  of  State  and  those  other  people 
simply  exchange  obligations  ? — That  is  so,  up  to  a 
certain  point. 

6876.  That  being  so,  can  he  take  money  in  London 
from  those  other  people  which  he  does  not  want  here 
and  pay  out  money  iu  India,  which  ex  hypothesi  he 
requires  there  ? — I  think  that  that  can  be  done  through 
the  Cun-ency  Reserve. 

6877.  Do  you  think  that  that  is  the  proper  thing 
for  the  Secretary  of  State  to  do  ? — I  think  that  under 
the  circumstances  it  is  desirable,  in  order,  as  I  have 
said,  to  avoid  the  withdrawal  of  large  quantities  of 
gold  from  the  London  money  market,  which  would 
immediately  react  upon  the  export  trade  of  India. 

6878.  I  put  it  to  you  that  the  question  is  really  one 
of  the  distribution  of  the  Secretary  of  State's  funds 
according  to  requirements,  and  that  the  advantage  to 
trade  is  incidental ;  but  you  do  not  accept  that  ? — ^I  do 
not  accept  that  with  the  closed  mints.  If  the  mints 
were  again  open  to  silver  it  would  be  a  different 
matter, 

6879.  (Chairman.)  Tou  do  not  recommend  the  re- 
opening of  the  mints,  do  you  ? — No,  certainly  not. 

6880.  (Sir  Sobert  Chalmers.)  Does  anyone  in  India  ? 
■ — I  have  heard  it. 


6881.  A  voice  ci-ying  in  the  wilderness  ? — Tes. 

6882.  (Mr.  Gillan.)  I  think  you  recommended  that 
Council  Bills  should  not  be  sold  at  less  than  1«.  4(i.  ? — 
Tes. 

6883.  As  a  practical  question,  would  you  now  at  the  . 
present  moment  stop  the  sale  of  Council  Bills  ? — Tes, 
I  should  stop  it. 

6884.  Probably,  then,  the  stoppage  of  these  sales 
would  continue  for  the  next  few  months  ? — ^It  might. 

6885.  Meantime,  how  would  the  Secretary  of  State 
supply  himself  ? — If  he  has  any  need  of  funds,  if  his 
balance  here  is  low,  he  would  do  it  through  the 
Currency  Reserve.  Tou  have  many  millions  in  London 
at  present,  so  you  could  release  gold  here  and  put  silver 
into  the  Currency  Reserve  in  India. 

6886.  I  thought  yesterday  you  mentioned  the  Gold 
Standard  Reserve  ? — I  think  I  said  the  first  operation 
should  be  to  release  gold  from  the  Currency  Reserve. 

6887.  In  any  case  the  Secretary  of  State  is  then 
reducing  his  sterling  resources  F — He  is. 

6888.  Do  you  think  that  is  a  wise  thing  to  do,  in 
view  of  the  possibility  of  a  failure  of  rain  F — So  far  as 
I  can  see,  eventually  it  vrill  make  no  difference.  It  is 
only  that  he  has  anticipated  the  sales  by  a  short  time. 
Selling  Council  Bills  below  Is.  Aid.  indicates  that  there 
is  no  real  demand.  It  will  not  affect  the  balance  of 
trade  eventually.  The  balance  of  trade  has  got  to  be 
met  by  Government  unless  they  throw  up  the  sponge, 
and  it  is  easier  to  keep  exchange  steady  than  it  is  to 
bring  it  back  again  once  it  has  dropped.  My  object  is 
not  to  let  it  drop. 

6889.  It  comes  very  much  to  the  point  Mr.  Keynes 
put  to  you  yesterday,  that  you  consider  the  Secretary 
of  State  is  now  in  such  a  strong  position  that  he  can 
afford  to  attempt  this  mechanism  of  a  higher  exchange 
than  hitherto ;  that  is  to  say,  he  lets  it  drop  now  to 
Is.  3|fd.,  but  \^  can  afford  to  keep  it  up  to  Is.  4d.  P — 
That  is  so. 

6890.  The  general  position  of  the  Indian  money 
market  is,  is  it  not,  that  you  have  almost  what  you 
may  describe  as  a  plethora  of  all-the-year- round  money 
and  a  temporary  strain  in  the  cold  weather  F — No ;  I 
think  I  should  put  it  that  the  plethora  is  for  quite  a 
short  time. 

6891.  What  do  you  pay  for  your  deposits  ? — I  pay 
4  per  cent,  for  all  the  year  roimd,  and  in  what  I  call 
the  slack  seasons  I  will  not  receive  short  deposits. 

6892.  I  am  speaking  of  12  months'  deposits ;  you 
pay  4  per  cent,  there  ?• — Tes. 

6893.  Do  the  other  Presidency  banks  pay  so  much  F 
I  think  the  Bank  of  Bengal  does  not. 

6894.  Probably  it  pays  less  F — I  know  the  Bank  of 
Bengal  pays  less ;  they  pay  3^. 

6895.  Is  it  vrithin  your  knowledge  that  any  of  them 
have  been  turning  aw.ay  deposits  P — It  is  not  within  my 
actual  knowledge,  but  I  have  heard  that  deposits  re- 
quiring higher  rates  have  been  refused. 

6896.  Supposing  the  giving  out  of  Government 
balances  was  to  reduce  the  rate  of  money  in  the  cold 
weather,  your  deposits  would  be  earning  less  then, 
would  they  not  P— It  is  possible  that  the  result  would 
be  a  reduction  in  the  rate  of  interest  allowed. 

6897.  It  might  be  possible  P— It  might ;  but  I  rather 
thmk  thaf  trade  would  develop  the  outlet  for  it,  and 
that  we  would  still  be  able  to  pay  the  4  per  cent. 

6898.  (Lord  Faher.)  Of  course,  coming  into  the 
market  with  a  big  deposit  must  necessarily  knock  down 
the  price  of  money  F— It  would  knock  down  the  price 
of  money. 

6899.  (Mr.  Gillan.)  What  is  stringency  due  to? 
There  is  a  need  of  money  to  finance  the  crops,  and  you 
say  there  is  a  withdrawal  of  money  by  Government  ?— 
From  active  circulation. 

6900.  Are  those  in  your  opinion  the  only  two 
factors  P— Those  are  the  main  factors. 

6901.  Could  you  have  a  stringency,  we  will  say,  in 
a  time  of  indifferent  or  insufficient  crops  P— It  is 
unlikely. 

6902.  How  is  this  extra  demand  that  comes  in  cold 
weather  met?  I  presume  you  employ  your  deposits 
to  a  much  larger  extent  than  in  the  off-season  =>— That 
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6903.  That  is  one  thing.  Are  there  any  local 
resources  ? — There  are  no  other  local  resources. 

6904.  Only  the  deposits  at  the  Presidency  Bank  ?— 
Tor  trade  generally  ? 

6905.  Tes  P  —  There  are  the  exchange  banks. 
They  do  to  a  certain  extent  finance  the  local  trade. 
Then  there  are  the  native  bankers. 

6906.  I  suppose  the  other  banks  are  really  in  the 
same  position  as  you  ?  They  have  been  holding  up  a  lot 
of  money,  and  then  taking  that  out  and  using  it  in  the 
cold  weather  ? — In  the  busy  season. 

6907.  What  do  the  exchange  banks  contribute? 
You  have  got  all  this  money  in  India  that  has  been 
lying  idle  say  for  a  considerable  part  of  the  year,  and 
that  is  brought  out  and  used  ;  do  the  exchange  banks 
bring  in  some  from  outside  ? — They  bring  in  to  a  cer- 
tain extent  from  London. 

6908.  We  have  been  told  that  there  is  a  sort  of 
hiatus  between  the  time  when  money  has  to  be  taken 
out  to  finance  the  crops  and  the  time  when  the  money 
comes  back  through  Council  Bills ;  that  is  what  you 
said  yesterday,  I  think  ? — That  is  what  I  said. 

6909.  Do  the  exchange  banks  not,  as  a  matter  of 
fact,  anticipate,  if  I  may  say  so  ? — No,  I  do  not  think 
they  do  anticipate. 

6910.  There  are  no  finance  bills  in  India,  are  there  ? 
— I  think  not. 

6911.  They  are  di-awn  actually  against  produce  ? — 
They  are  drawn  against  produce,  so  far  as  I  am  aware. 

6912.  As  regards  the  general  relations  of  the  Indian 
and  English  money  markets,  I  think  a  witness  told  us 
that  there  was  very  little  of  such  transfer  of  funds 
between  the  two  countries  which  influenced  the  bank- 
rate  as  generally  happens  between  any  other  two  coun- 
tries ;  is  that  your  opinion  ? — That  is  my  opinion. 

6913.  Then  why  is  it  that  there  seems  to  be  so 
little  interchange  of  capital,  that  is  to  say,  why  does 
not  more  go  into  India  when  you  have  a  very  high 
rate,  and  why  does  it  not  flow  out  when  it  is  not  usable 
in  India  ? — There  are  two  factors — there  is  the  fear  of 
the  loss  on  exchange,  and  I  think  there  is  not  the 
machinery.  The  exchange  banks  have  not  got  many 
branches  throughout  the  country,  and  their  business  is 
largely  in  financing  the  crops  when  they-  are  ready  for 
export. 

6914.  I  take  it  the  ruling  factor  is  still  this  risk  of 
variation  in  the  exchange  ? — That  has  a  great  deal  to 
do  with  it. 

6915.  That  is  the  chief  factor  ? — I  think  so. 

6916.  (Lord  Faber.)  Is  the  variation  in  exchange 
enough  to  prevent  money  flowing  into  a  country  where 
the  interest  is  very  high,  from  a  cheap  country? — If 
the  rate  of  interest  is  high  for  a  short  period  only  ? 

6917.  Tes  ? — If  money  was  brought  in  to  any  large 
amount,  the  rates  of  interest  would  immediately  fall. 

6918.  It  is  not  a  big  enough  country  to  get  an 
average  high  rate  of  interest  ? — I  think  not. 

6919.  {Sir  Shapv/rji  Broacha.)  And  the  cost  of 
bringing  it  has  also  to  be  taken  into  consideration  ? — 
Tes. 

6920.  {Mr.  Gillan.)  What  happens  to  this  money 
in  the  country  ?  How  far  down,  so  to  speak,  does  the 
money  get  ?  Consider  the  cultivator ;  what  sort  of  in- 
terest do  you  suppose  he  is  paying  for  the  money  he 
gets  ? — ^He  pays  a  very  high  rate  of  interest — up  to  18 
per  cent,  perhaps. 

6921.  Not  more  than  that? — I  do  not  think  a 
large  cultivator  would.  A  very  small  cultivator  would 
probably  pay  very  much  higher. 

6922.  Is  that  inevitable  under  the  conditions  under 
which  those  loans  are  made,  or  is  it  due  to  some 
separation  in  the  money  markets  of  India  which 
prevents  the  money  getting  down  to  the  country?— I 
think  it  is  largely  due  to  want  of  competition  by  large 
institutions,  which  would  enable  the  cultivator  to  get 
financed  cheaper.  At  present  he  is  very  much  in  the 
hands  of  the  local  moneylender. 

6923.  Does  the  money  get  down  from  the  central 
mai-kets  into  the  hands  of  these  local  moneylenders  ?— 

Indirectly  it  does.  .    j..      o 

6924.  Is  there  any  channel  of  commumcation  ?— 
The  channel  of  communication  is  through  the  native 
bankers. 


6925.  I  think  you  mentioned  co-operative  credit 
societies  yesterday  ? — They  were  mentioned. 

6926.  Have  you  had  anything  to  do  with  the 
financing  of  them? — To  a  small  extent  through  the 
central  bank  in  Madras.  The  rural  banks  borrow  from 
the  m-ban  banks,  the  urban  banks  borrow  from  the 
central  bank  on  promissory  notes,  and  the  Bank  of 
Madras  to  a  certain  extent  opens  credits  for  the 
central  bank. 

6927.  Have  you  developed  cash  credits  in  connec- 
tion with  these  co-operative  banking  societies  ? — Tes. 

6928.  In  connection  with  this  question  of  the 
central  bank  a  good  deal  of  stress  has  been  laid  in  the 
old  correspondence  on  the  restrictions  of  the  powers 
of  the  Presidency  banks.  It  was  pointed  out  that  there 
was  no  elasticity  of  funds  or  resources  in  case  of 
stringency,  and  that  when  it  is  required  to  raise  money 
in  India  there  was  no  one  else  likely  to  be  in  a  posi- 
tion to  find  the  money  ;  I  presume  that  is  so  ? — That 
is  so. 

6929.  Government  would  not  undertake  to  lend,  and 
they  cannot  borrow  in  London;  that  was  the  case 
which  was  put.  Would  this  need  of  elasticity  in  case 
of  crisis  or  scarcity  be  sufficiently  met  by  the  proposal 
to  give  loans  from  the  Treasuries  or  from  the  paper 
currency,  or  would  a  resort  to  London  still  be  neces- 
sary ? — A  resort  to  London  would  be  desirable. 

6930.  Do  you  think  the  situation  is  not  sufficiently 
met  by  these  loans  which  are  proposed  from  Grovern- 
ment  funds  ? — It  is  conceivable  that  the  Government 
balance  would  be  very  low,  and  that  the  notes  also  had 
gone  down  and  would  not  be  veiy  much  available  for 
exchange.  There  is  nothing  gained  by  closing  the  out- 
let to  London. 

6931.  On  this  question  of  bringing  any  money  from 
London,  can  the  exchange  banks  not  biing  out  all  that 
is  required  ?  I  want  to  bring  to  notice  in  that  con- 
nection a  letter  that  was  written  from  the  Bank  of 
Madras  in  1903.*  It  is  a  letter  written  by  Mr.  Ker. 
He  said:  "  The  directors  wish  to  say  that  owing  to 
"  the  growing  confidence  in  the  fixity  of  exchange, 
"  money  finds  its  way  to  India  when  requu-ed  through 
"  so  many  other  channels  that  there  is  not  any  of 
"  that  fear  of  the  recurrence  of  stringency  in  the  Indian 
"  money  market  which  there  was  some  years  back.  My 
"  directors  therefore  indicate  that  the  occasions  on 
"  which  this  bank  " — that  is,  the  Bank  of  Madras — 
"  is  likely  to  find  it  necessary  to  have  recourse  to  the 
"  London  market  will  not  be  frequent " ;  that  is  to 
say,  they  were  then  apparently  looking  chiefly  to  the 
exchange  banks  to  supply  their  needs  ? — Conditions 
have  changed  very  much  since  this  letter  was  written, 
but  even  now,  if  improved  facilities  in  India  were 
afforded,  resort  to  London  would  not  be  very  frequent, 
but  what  is  desired  is  that  in  times  of  necessity  there 
should  be  some  door  open. 

6932.  That  you  should  have  that  resort  ? — Tes. 
Tou  would  not  of  course  try  to  work  up  to  a  position 
which  would  make  a  resort  to  London  necessary. 

6933.  As  regards  loans,  or  increasing  the  Govern- 
ment balances  with  the  banks,  as  you  know,  great  ob- 
jection has  been  taken  in  the  past  on  the  grounds  that 
the  Government  is  already  a  very  large  depositor,  and 
that  it  is  exposed  to  sudden  contingencies,  and  may 
be  obliged  to  call  up  the  cash  at  a  moment's  notice. 
That  sort  of  position  is  particularly  unsound  in  India, 
because,  as  I  think  Sir  Clinton  Dawkins  said,  although 
the  Indian  banks  have  excellent  reserves,  it  would  be 
very  difficult  for  them  to  liquidate  them  at  once,  and 
there  is  no  other  resource  to  which  they  can  suddenly 
go,  as  a  bank  at  home  would  go  ? — That  is,  I  think,  a 
very  strong  argument  in  favour  of  giving  the  central 
bank  power  to  go  elsewhere. 

6934.  Under  the  present  conditions  you  appreciate 
the  difficulty  of  the  Government's  position  ? — Tes,  I  do. 

6935.  What  is  your  rule  as  to  the  maintenance  of 
a  cash  balance ;  what  sort  of  principle  do  you  work 
on  ? — Do  you  mean  to  what  proportion  ? 

6936.  Do  you  keep  a  sort  of  minimum  ? — Tes.  we 
have  a  minimum. 

6937.  How  much  is  that  ? — About  33  per  cent 

*  See  Appendix  XV.,  page  468,  para.  i. 
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6938.  That  is  what  was,  I  think,  considered  about 
the  proper  figure  in  the  correspondence  that  too'k  place 
some  yeai-s  ago  ? — Yes. 

6939.  You  still  go  on  that  principle .' — We  still 
go  on  that  principle  of  33  per  cent,  of  the  liability,  on 
demand. 

6940.  (^Lord  Faber.)  What  do  you  mean  by  cash  ? — 
Actual  cash — either  rupees  or  Government  notes,  and 
nothing  else;  Balances  with  other  banks  are  not 
included, 

6941.  {Mr.  Gillan.)  That  is  the  proportion  of  cash 
to  liabilities  on  demand  and  within  one  month  ? — Yes. 

6942.  You  do  not  extend  it  in  the  case  of  d-ovem- 
ment  balances  P — No,  that  goes  in  with  the  payable  on 
demand. 

6943.  Have  you  seen  the  figures  Mr.  Abrahams 
gave  us  of  the  percentage  of  Government  deposits  to 
your  capital  and  reserve  ?* — No,  I  have  not  seen  those 
figures. 

6944.  In  the  ease  of  your  bank,  the  percentage  of 
the  GP'i'^eniment  deposits  to  cash  seems  to  vary ;  it  is 
between  30  and  40  ? — That  would  be  about  it.  That  is 
the  Government  deposits  to  cash.  ,  . 

6945.  ,Do  you  think  that  Is  unduly  or  dangerously 
high  F — No,  I  do  not  think  so. 

6946.  About  the  increase  of  capital  which  you 
proposed,  I  think  you  said  10  millions  ? — Bring  it  up 
to  10  millions ;  that  was  the  figure  I  suggested. 

6947.  There  was  a  passage  in  the  old  coiTespop- 
dence  when  this  was  being  discussed  before,  in  which 
Sir  Clinton  Dawkins,  I  think,  saidf  that  an  increase  in 
the  capital  would  involve  a  coiTesponding  increase  in 
the  cash  balance ;  is  that  the  case  ? — I  do  not  quite 
follow.  In  what  way  would  it  involve  a  coiTesponding 
increase  in  the  cash  balance  ? 

6948.  It  was  not  clear  to  me,  and  I  thought  I  would 
ask  you.  That  was  appai-ently  very  much  the  reason 
why  at  that  time  they  wanted  an  increase  in  the  capital, 
so  that  they  might  get  an  increase  in  the  cash  balance. 
You  suggested,  I  think,  yesterday,  that  some  increase 
of  capital  might  be  instituted  in  view  of  the  transfer 
of  the  Paper  Currency  tleserve  ? — Yes,  in  view  of  the 
liability  in  connection  with  the  note  issue. 

6949.  That  liability  would  be  covered,  surely,  by 
the  reserve  held  ? — Of  course  it  would  depend  upon  the 
constitution  of  the  note  issue.  It  does  not  follow  that 
because  the  evin-ency  was  transferred  to  the  bank,  the 
same  law  would  apply  to  the  bank  as  applies  to  the 
Government  now,  and  that  the  fiduciary  issue  should 
be  a  fixed  sum  of  14  crores  only. 

6950.  I  quite  agree  with  that ;  but  still,  whatever 
decision  was  come  to,  some  ansangement  would  be 
made  ? — Yes ;  probably  there  would  be  specific  assets 
ear-marked  against  the  note  issue,  or  it  might  not  be 
so — ^it  might  be  held  in  the  general  assets  of  the  bank 
in  the  same  way  that  the  Bank  of  France's  assets  are 
genei-ally  held. 

6951.  So  why  should  you  increase  your  capital  on 
that  ground  ? — There  is  a  very  large  increased  liability. 

6952.  I  am  assuming  that  the  liability  is  provided 
for  in  one  way  or  the  other  —  is  Sufficiently  provided 
for  othei-wise  ? — But  if  the  notes  are  to  be  partlv 
secured  by  the  general  assets  of  the  bank,  it  mean's 
that  the  bank's  liability  is  much  higher,  and  the  usual 
thing  is  to  proportion  your  capital  to  yoxn-  general 
liabilities. 

6953.  Apart  from  the  Paper  Currency,  is  there  any 
other  reason  that  strikes  you  for  increasing  the  capital? 
— With  the  larger  deposits  that  we  expect  to  get  from 
the  Government  balances,  the  liabilities  generally  all 
round  I  anticipate  will  be  very  much  increased — 
practically  doubled. 

6954.  (Ghdirman.)  Your  suggestion  really  comes  to 
-this,  that  if  the  Government  is  to  put  4  millions  of 
capital  iiito  the  bank,  it  will  be  encouraged  to  lend  the 
bank  a  larger  sum  than  at  present  ? — Yes.  I  suggest 
that  as  a  means  of  raising  capital.  There  would,  be  a 
difficulty  in  raising  such  a  large  sum  of  money  immedi- 
ately ekwhere,  but  the  Government  could  gradually 
dispose  of  those  shares  as  the  market  took  them  up. 
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It  is  only  an  immediate  way  of  bringing  that  about 
without  upsetting  the  markets  in  any  way. 

6955.  In  the  meantime  the  secmity  of  the  Govern- 
ment's balances  would  not  be  increased  ? — No.  That 
would  be  so,  from  the  Government's  point  of  view,  but 
the  general  public  would  be  much  larger  creditors  thap 
the  Government,  and  from  their  point  of  view  it  would 
not  be  so.  The  Bank's  liabilities  to  (government  might 
be  12^  million,  but  to  the  public  about  55  million. 

6956.  {Mr.  Gillan,.)  Would  you  be  able,  as  a  matter 
of  fact,  to  use  this  10  millions  at  once  ? — I  think  there 
would  not  be  very  great  difficulty  in  finding  outlets  for 
it ;  I  do  not  say  immediately  in  the  actual  trade  of  the 
country,  but  so  far  as  I  am  aware,  India  is  calling  out 
all  round  for  development  in  railways,  in  harbours,  in 
every  conceivable  thing,  and  there  would  be  no  diffi- 
culty in  utilising  the  money  immediately.  I  could  put 
it  all  out  in  Madras  in  a  week  for  new  railways,  if  I 
had  it. 

6957.  It  is  rather  curious,  if  that  is  the  state  of 
afEairs,  is  it  not,  that  the  Presidency  Banks  should  find 
so  much  difficulty  in  making  use  of  their  deposits  ? — 
We  have  no  difficulty  in  making  use  of  our  deposits. 
We  could  immediately  undoubtedly  invest  the  whole  of 
it  in  railways  and  othgr .  securities ;  but  when  the  busy 
season  came  roimd,  then  there  would  be  no  money  left 
to  finance  trade.     We  have  to  look  to  that. 

6958.  I  think  Madras  is  somewhat  different  from 
Bombay  and  Calcutta,  and  of  course  Madras  in'  itself 
vsrould  only  be  able  touse  acompara;tively  smajlsum? 
^I  can  put  up  a  very  large  Sum  in  the  development  of 
the  country.  If  you  develop  the  country  the  trade  will 
develop  in  proportion. 

6959.  Suppose  you  raised  your  capital  to  10  millions, 
would  you  be  able  to  maintain  your  present  rate  of 
dividend  ?■ — I  conceive  thalt  in  the  immediate  future 
there  is  a  possibility  that  the  earning  po%er  naight  be 
reduced,  but  in  the  feng  run  it  must  be  so  beneficial  to 
the  country  that  they  must  share  in  any  developments, 
and  the  dividend  power  would  rise. 

6960.  That  would  be  a  very  serious  drawback,  would 
it  not,  in  the  launching  of  the  scheme  ?— I  do  not 
think  so,  because  the  earning  power  of  the  banks  is 
not  all  paid  away  in  dividends  by  any  means. 

6961.  You  think  it  would  not  make  it  difficult  to 
get  the  money,  or  to  negotiate  with  the  present  share- 
holdeirs  ;  you  think  it  would  not  embarrass  the  negotia- 
tions ?— There  might  be  some  opposition  on  that  score. 

6962.  On  this  question  of  the  capitalit  seemed  to 
me  that  yoii  are  increasing  capital  in  anticipation  of 
requirements,  and  that  it  would  be  better  to  increase 
the  capital  graduaUy  as  you  could  find  occupation  for 
it  •''—The  object  of  the  increase  of  capital  is  to  pro- 
portion it  to  your  liabUities. 

6963.  You  must  face  the  fact  that  for  a  Kttle  tiine 
you  will  not  find  full  employment  for  it,  so  tliat  pro- 
bably you  will  not  be  able  to  keep  up  your  rates  of 
dividend  .---I  do  not  thmk  it  wouldl,e  very  long  before 
we  found  we  coiild  put  it  into  full  employment,  ailong  as 
milways  and  imgation  works  are  caUing  out  for  money. 

6964.  {Chairman)  You  have  said  once  or  twice  the 

^Z.1^^    /'T  Y^^"""  ^y°^^  °P^i°i  rea<=ts  on 
Indian  trade  ?— On  Indian  export;  trade. 

b%5.  I  understand  you  to  mean  that  it  reacts 
injuriously  P— Yes,  injuriously. 

6966.  Would  you  develop  that  for  a  moment  P-A 
Zf  .^^Pp'^"*  gold  from  London  naturaUy  raises  the 

t^l.'^.l  ^if  ^r^'  ^f.^  "^  t^"  "^'^^  ^'^^^  is  financed  in 
England  that  would  make  its  finance  more  difficult. 

wiU  l^'f ""  f^!\T  ^  "''^'  *^"  probability  is  that  prices 

W  ^1'  r  Y.  *^^  "or^"'"^  °^  *^^'«  «^de  of  it  would 
live  trom  hand  to  mouth. 

in  S;.^°  ^""^  °P'''?°'''  ^  ™derstand,  the  bank  rate 

bai  r«r,-^%'^^  ^'^T™P°':^^*  *°  I^-i^^^  tr^de  as  the 
bank  rate  in  India?— I  would  not  go  so  far  as  to  sav 

*"    6968  ' Tf  "^  Y  ''  l^  '  -i^lmportant  lactor   ' 
accoS-ItoStir."^'*  ^^^^'-   *°  ^^  '«**  -*  "* 
the?.!!./''  considering  the  operations  conducted  by 
ftQ-rT^fr'y  f  ^*^*^  ^-I  ^Sree  to  that.  '  ^ 

thatcS^  ^-      ■     ^^^r-)J°^  do   not  appear  to  think 
that  gold  m  circulation  is  an  advantage  Mot  in  India 
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6971.  Is  it  not  the  fact  that  having  gold  in  circula- 
tion is  an  advantage,  because  gold  is  the  money  of  the 
world  and  can  be  usfed  to  pay  foreign  debt  in  case  of 
need? — In  my  opinion,  if  gold  is  put  in  circulation  in 
India,'  when  the  time  came  to  pay  the  foreigner  that 
gold  would  not  be  forthcoming. 

6972.  ■  It  would  be  hidden  away,  do  yfcu  mean  ? — Yes. 
There  is  so  much  coin  in  active  circulation  in.  India 
and  banking  is  not  developed  to  any  extent,  Thei-e 
are  large  tracts  of  oounti-y  where  the  actual  coin  goes 
out ;  and  if  the  demand  for  the  export  of  gold  comes 
suddenly,  I  do  not  see  how  this  money  that  is,  out  in 
small  sums  in  the  country  will  come  back  again. 

6973.;  Tou  said  another- thing  that  was  interesting, 
namely,  that  the  banks  would  be  inclined  to  carry  more 
investments  in  their  balance  sheets  if,  at  certain  times 
of  the  year,  there  was  a  central  institution  where  they 
could  borrow  on  these  investments  ? — That  is  so. 

6974.  Do  you  discount  direct  the  small  bills  of 
agriculturists  ?  We  do  not  do  that  in  England,,  but, 
as  you  know,  many  millions  are  spent  in  the  discount- 
ing of  bills  under  51.  by  the  Bank  of  France.  Do  you 
do  that  at  all  in  India  ? — Not  so  small  as  that.  We 
discount  direct  bills  that  are  equal  to  about  1001.  or 
less — down  to  401.  perhaps. 

■  6975.  (Sir  Sliapurji.  Broacha.)  Between  1898  and 
1902,  under  Lord  Oui-zon's  Gtovemment,  the  jnints  were 
empowered  to  take  gold  wherever  it  came  from!  at  the 
English  rate  of  79s.  9d.  per  ounce,  and  then  some  gold 
yen  came  from  Japan,  and  Mysore  gold  was  given  to.  the 
mint,  Lord  Ourzon  personally  entering  into  an  arrange- 
ment with  the  Mysore  Mines  to  take,  gold.,  on.  the 
English  basis  instead  of  its  being  sent  to  England  ? — 
I  did  not  understand  that  the  Indian  mines  ever  gave 
gold  to  the  mints.  I  understood  that  they  had  already 
made  arrangements  for  the  sale  of  their  gold  in.London, 
and  therefore  that  they  could  not  do  it. 

6976.  They  did  so  for  a  certain  number  of  years, 
and  then  Lord  Curzon's  Government  backed  out  of  the 
arrangement  and  the  gold  came  to  England.  In  those 
years  no  gold  came  from  Africa,  did  it  ? — I  am  not 
aware  of  any  gold  coming  from  Africa  then.  , 

6977.  Yet  men  would  like  to  bring  gold  from  any 
place  in  the  world  if  they  could  save  in  exchange  ^g^th 
or  even  xirtl^  o^  1  P®i'  cent,  as  they  have  been  doing 
now  P — That  means  that  they  dispose  of  their  gold  in 
the  better  market. 

6978.  A  question  was  asked  of  you  about  African 
gold,  but  do  yon  not  think  the  Secretary  of  State's 
method  of  selling  bills  is  better  ?  Last  year  he  sold 
about  25  millions  worth,  and  gold  came  to  India  to  the 
extent  of  29  millions,  so  there  was  no  impediment  to 
gold  coming  to  India.     Therefore,  why  should  the  sale 


of  Council  Bills  be  an  impediment  to  gold  coming  to 
India  at  all  ? — I  conceive  of  no  reaso|i  why- there  should 
be  an  impediment  to  gold  coming  out.  If  gold  is 
actually  demanded,  gold  must  come. 

6979.  You  say  he  should  sell  below  the  gold  point 
in  order  to  stop  goldcoming  out  ta  India .' — So  as  not 
to  encovirage  it. 

6980.  That  raises  a  great  outcry  in  India,  and  I 
think  the  Secretary  of  State's  method  is  better,  because 
though  he  sells  more  than  the  amount  budgetted  in 
the  Coim.cil  Bills,  yet  gold  does  come  pwri  passu — it 
did  last  year  and  the  year  before  ?— It  will  come  from 
Australia  and  also  from  Egypt. 

6981.  Not  allowing  the  gold  to  come  would  rather 
raise  an  outcry  ? — ^I  do  not  see  why,  because  the  Secre- 
tary of  State  sells  Council  Bills  below  the  gold  point ; 
that  will  prevent  gold  coming  in  if  it  is  required. 

6982.  I  think  the  present  method  is  the  best,  as 
there  is  no  impediment  to  the  gold  coming  in  ? — My 
opinion  is  that  he  should  continue  to  sell  below  the 
gold  point. 

6983.  (Mr.  Keynes:)  How  are  your,  directors  ap' 
pointed  at  present  ? — By  the  shareholders. 

6984.  Are  they  in  fact  appointed  in  that  way,  or  is 
it,  as  is  often  the  case  in  England,  that  the  existing 
directors  nominate  their  successors .'' — If  a  dii-ector 
retires  in  the  course  of  the  year,  the  vacancy  is  filled 
up  by  the  directors,  but  at  evei-y  annual  meeting  two 
du-ectors  retire,  and  it  is  open  to  the  shareholders  to 
re-elect  them  or  not. 

6985.  Is  there  any  difficulty  in  getting  the  best 
available  talent  ? — No,  in  my  opinion  we  get  the  best 
available  talent  in  Madras  in  this  matter. 

6986.  You  do.  not  find  cases,  in  which  men  who 
would  be  exceedingly  suitable  cannot  find  the  time  for 
the  work  ? — No,  we  have  not  found  it  so.  It  ia  con- 
sidered an  honour  to  be  on  the  Board  of  the  Bank  of 
Madras,  and  the  best  men  are  always  available  to  take 
it  up. 

,6987.  How  are  they  remunerated  ?^-The  remunera- 
tion is  so  touch  per  meeting — so  much  for  a  general 
boai'd  meeting,  and  so  much  for  a  committee  meeting. 

6988.  It  is  not  any  substantial  amount  ? — It  is  not 
a  very  large  sum. 

6989.  Nothing  that  you  could  expect  a  man  to  give, 
a  good  deal  of  his  time  for  ? — No. 

6990.  Might  not  Sir  Ernest  Cable's  suggestion  of 
uncalled  capital  meet  the  point  which  was  raised  by 
Mr.  GUlan  at  the  end  of  his  examination  ? — Do  you 
mean  by  uncalled  capital,  instead  of  calling  up  the 
full  amount  of  capital — do  you  mean  an  uncalled 
liability? 

6991.  Yes  ? — I  think  it  would  to  a  certain  extent. 


The  witness  withdrew. 


At  the  India  Office,  Whitehall,  S.W. 


SIXTEENTH   DAY. 


Thursday,  July  24th,  1913. 


PeBSBNT  : 

The  Right  Hon.  AUSTEN  CHAMBERLAIN,  M..F.  (Chairman). 

Sir  James  Be&bie. 

Mr.   ROBBET  WOODBXIEN   GllLAN,   C.S.I. 

Mr.  Hestey  Neville  Gladstone. 
Mr.  John  Matnaed  KIbtnes. 

Mr.  Basil  P.  Blackett  {Secretary). 


Lord  Fabee. 

Lord  Kilbeackbn,  G.C.B.      , 

Sir  RoBBBT  Chalmees,  K.C.B. 

Sir  Eenbst  Cable. 

Sir  Shapueji  BtTEJOEJi  Beoacha 


Mr.  Chables  Campbell  McLeod  called  and  examined. 


6992.  (Chairman.)  I  think  you  are  chairman  of  the 
Indian  section  of  the  London  Chamber  of  Commerce  ? 
--■Yes. 

699.S.  And  you  represent  that  section  here  to-day  ? 

—Yes. 


6994.  You  also  represent  the  Bengal  Chamber  of 
Commerce  ? — Yes. 

6995.  In  the  memorandum  which  yon  have  sub- 
mitted to  us  (see  Appendix  XXVI.,  page  597)  you 
express  general  agreement  with  the  letter  which  has 
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been  addressed   to    the   Commission   by  the  Bengal 
Chamber*  ?— I  do. 

69i)6.  I  think  it  is  your  opinion  that  the  fixing  of 
the  rate  of  exchange  has  been  of  great  advantage  to 
the  trade  of  India  ? — I  think  there  have  been  circum- 
stances that  have  helped  it,  but  I  think  on  the  whole  it 
has  proved  so. 

6997.  May  I  take  it  that  in  any  case  under  the 
circumstances  of  to-day  you  would  not  suggest  any 
reversal  of  that  policy  ? — No,  I  woidd  not. 

6998.  In  regard  to  the  balances  which  have  recently 
been  held  both  in  India  and  in  London  by  the  Indian 
Government  and  the  Secretary  of  State  respectively, 
have  you  any  observations  to  make  on  their  size  ? — 
None. 

6999.  In  so  far  as  the  Secretary  of  State  has  with- 
drawn those  balances  from  India  to  London,  do  you 
approve  his  action  ? — -I  do. 

7000.  I  think  in  regard  to  the  reserves  which  are 
kept,  you  express  the  opinion  that  the  Gold  Standard 
Reserve  should  be  kept  in  London  ? — Tes,  that  is  my 
opinion. 

7001.  Just  give  me  briefly  your  reason  for  that 
opinion,  please  ? — I  think  that  the  gold  is  always  better 
held  in  London  than  it  is  in  India,  and  that  the 
securities  can  be  lent  out  perhaps  to  more  advantage 
in  London  than  in  India,  and  woidd  be  more  quickly 
realisable. 

7002.  Perhaps  one  might  add  that  if  a  crisis  comes 
in  which  the  Gold  Standard  Reserve  has  to  be  drawn 
upon,  it  would  be  in  London  that  it  would  be  needed .'' 
— That  is  so. 

•  7003.  As  regards  the  amount  of  the  Gold  Standard 
Reserve,  you  are  of  course  aware  of  the  way  in  which 
it  has  increased  up  to  the  present  time  ? — Tes. 

7004.  On  one  occasion  the  Indian  Government 
withdrew  for  the  purpose  of  railway  development 
something  like  a  million,  which  would  have  gone  other- 
wise to  the  Gold  Standard  Reserve ;  do  you  approve  of 
that  action? — Under  the  circumstances  they  had  to 
find  the  money  somewhere,  and  so  long  as  they  put  it 
back  again  I  approve  of  it,  because  it  was  m-gent. 

7005.  Tou  say  "  so  long  as  they  put  it  back  again  "  ? 
— I  would  not  approve  of  it  permanently. 

7006.  Am  I  to  infer  from  that  that  you  would  not 
Kke  that  act  to  be  repeated  ? — ^I  would  not. 

7007.  Have  you  any  figure  in  your  mind  as  to  the 
sum  which  the  gold  in  the  Gold  Standard  Reserve 
should  reach  ? — ^Tes,  at  present  5  millions. 

7008.  Tou  say,  "  at  present,"  but  what  exactly  do 
you  mean  by  that  ? — ^I  mean  that  as  the  trade  of  India 
is  at  present,  I  consider  5  millions  a  prudent  reserve 
to  be  held  in  gold ;  but  if  the  trade  of  India  increases, 
as  I  think  it  wiU,  then  I  think  the  resei-ve  might 
reasonably  be  increased. 

7009.  When  you  speak  of  5  millions,  do  you  mean 
5  millions  in  actual  gold  ? — Tes. 

7010.  Would  you  increase  without  limit,  from  the 
sources  by  which  the  Gold  Standard  Reserve  is  now 
supplied,  the  amount  to  be  held  in  securities  ? — Tes. 

7011.  Tou  say  you  think  it  is  sufficient  to  hold 
5  millions  in  actual  gold ;  what  process  of  reasoning 
has  led  you  to  fix  upon  that  particular  sum  ? — -There 
is  no  actual  pi-ocess  of  reasoning,  beyond  the  fact  that 
I  consider  5  millions  is  a  smn  that  ought  to  be  held  in 
gold  proportionate  to  the  extent  of  the  Gold  Standard 
Reserve  at  present. 

7012.  When  in  1907-8  the  Government  had  to  have 
recoui-se  to  the  Gold  Standard  Reserve,  the  amount 
they  had  to  withdraw  from  it  was  very  much  in  excess 
of  that  figure  of  5  millions,  was  it  not  ? — Tes ;  but 
then  1907-8  was  an  exceptional  year. 

7013.  I  suppose  it  would  only  be  in  an  exceptional 
year  that  the  Government  would  need  to  have  recoui'se 
to  the  Gold  Standard  Regerve  ? — That  is  so. 

7014.  Do  yoxi  think  that  1907  and  1908  give  you 
the  measure  of  the  possible  demand  which  might  be 
made  on  the  Gold  Standard  Reserve  imder  present 
conditions  ? — It  is  very  hard  to  say.  I  would  not  like 
to  2ive  a  definite  opinion. 

7015.  One  witness  who  came  before  us  said  the 
position  would  have  been  much  more  grave  if  what  he 

*  See  Annex  to  Appendix  XXVI.,  page  601. 


called  the  storm  centre  in  those  years  had  been  in 
London  instead  of  New  Tork;  perhaps  you  would 
agree  with  that  ? — I  do  agree  with  that,  certainly. 

7016.  There  was  a  famine  in  those  years  in  India, 
but  not  a  very  severe  famine,  I  think  ." — That  is  so. 

7017.  India  *has  known  much  greater  and  much 
more  severe  famines  ? — Tes,  it  has. 

7018.  So  the  balance  of  ti-ade  might  have  Iseen 
more  adverse  than  it  was  ? — It  might. 

7019.  Do  you  not  think  then  that  your  figure  of 
5  millions  is  rather  a  low  one  .'' — I  do  not,  looking  to 
the  present  conditions. 

7020.  I  think  the  amount  which  was  withdrawn 
at  that  time  in  different  forms  was  something  like 
17  millions  ? — Tes. 

7021.  I  understand  from  what  you  have  said  that 
in  fixing  the  actual  gold  in  reserve  as  low  as  5  millions, 
you  rely  upon  the  possibility  of  rapidly  realising 
securities  to  the  further  amount  required  ? — I  do. 

7022.  Do  you  think  that  recent  experience  would 
lead  you  to  build  very  confidently  on  that  hope  ? 
Suppose,  for  instance,  you  wanted  to  realise  10  millions 
of  securities,  even  the  best  securities  to-day,  do  yon 
think  it  would  be  very  easy  to  do  it  ? — I  do  not ;  but 
I  consider  the  London  market  is  in  an  exceptionally 
bad  condition  at  the  present  moment.  It  has  not 
often  been  so. 

7023.  Perhaps  you  would  agree  that  the  Gold 
Standard  Reserve  is,  in  fact,  a  form  of  insurance 
against  bad  times .'' — It  is. 

7024.  And  that  that  being  so,  it  should  be  lai-ge 
enough,  and  in  a  form  liquid  enough,  to  meet  any 
strain  which  we  can  i-easonably  expect  to  be  brought 
to  bear  upon  it  ? — That  is  my  opinion. 

7025.  But  you  think  with  that  5  millions  in  gold 
and  the  rest  in  securities  those  conditions  would  be 
met .' — ^At  the  present  time.  I  have  stated  that  it 
might  quite  easily  be  increased  to  10  millions  in  future, 
as  the  volume  of  kude  increases. 

7026.  I  notice  that  the  Bengal  Chamber  of  Com- 
merce say  that  they  would  like  to  see  a  lai-ger  sum 
than  5  millions  held  in  actual  gold*  ? — ^Tes,  I  have 
noticed  that. 

7027.  In  establishing  a  Gold  Standard  Reserve  the 
Government  of  India  followed  the  recommendations  of 
the  Fowler  Committee,  but  in  the  matter  of  the 
establishment  of  a  gold  currency  they  have  not; 
I  gather  from  your  memoi-andum  that  you  think  they 
have  been  wise  to  depart  in  that  respect  from  the 
Fowler  Committee's  recommendation  ? — I  do. 

7028.  Do  you  regard  gold  cun-ency  as  a  wasteful 
fonn  of  cuiTency  ? — I  do. 

7029.  Tou  consider  that  gold  in  circulation  is  less 
valuable  for  the  support  of  exchange  than  gold  in 
reserve  ? — I  do. 

7030.  On  the  whole,  therefore,  may  I  take  it  that 
you  would  desire  to  see  the  Government  of  India  push 
the  circulation  of  notes  as  far  as  possible  y — I  would. 

7031.  And  keep  their  gold  in  their  balances  and 
reserves  as  much  as  possible,  instead  of  forcing  it  into 
circulation  ? — That  is  so. 

7032.  I  think  you  also  express  the  opinion  that  a 
gold  mint  is  not  needed  in  India  ?— I  do  not  think  it 
is  at  present. 

7033.  If  it  were  decided  to  open  one,  do  you  think 
they  would  get  much  gold  to  coin  ? — I  do  not. 

7034.  Do  you  think  that  the  mere  opening  of  a 
mint  m  India  would  have  any  material  effect  in 
bnngmg  out  gold  from  the  hoards?— It  is  difficult  to 
say,_but  in  my  opinion  it  would  not. 

7035.  Am  I  right  in  thinking  that  you  indicate  in 
your  memoi-andum  that  it  is  rather  thi-ough  an 
extension  of  banking  facilities  that  the  gold  might  be 
attracted  from  the  hoards  ?— Tes,  that  is  so. 

7036.  That  brings  me  to  the  question  of  banking. 
Are  you  in  favour  of  the  suggestion  which  has  been 
made  for  the  establishment  of  a  State  or  Government 
bank  ? — ^No. 

7037.  Perhaps  you  would  tell  us  briefly  your 
reasons  for  your  opinion  ?— I  have  given  them  under 
the  head  of  Central  State  Bank  in  my  memorandum 
(page  597),  and  I  do  not  know  that  I  can  improve  on 

*  Page  603,  paragraph  7. 
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what  I  said  there,  ^do  not  think  an  institution  of  that 
kind  is  necessary  at  present.  The  paper  currency  is 
very  well  managed  by  Government ;  the  existing  banks 
are  quite  capable  of  conducting  the  trade  as  it  is  at 
present,  and  also  quite  capable  of  great  expansion ;  the 
shares  of  the  three  Presidency  Banks  are  at  a  con- 
siderable premium,  and  so  also  the  shares  of  the 
Exchange  Banks  are  at  a  considerable  premium ;  and 
none  of  these  institutions,  including  the  joint  stock 
banks  in  India,  would  have  any  difficulty  in  extending 
its  capital  to  a  very  large  extent  in  India. 

7038.  Tou  say  in  the  passage  to  which  yoti  refer 
that  you  think  "it  would  be  quite  impossible  effi- 
ciently to  control  such  an  institution  from  one  centre, 
and  especially  in  a  vast  country  like  India "  (page 
597)  ? — That  is  my  opinion. 

7039.  Do  you  attach  great  importance  to  the  local 
management  of  the  Presidency  Banks  at  the  present 
time  ? — I  do. 

7040.  Would  it  be  easy,  in  a  country  situated  as 
India  is,  to  compose  a  central  board  which  would  be 
representative  of  the  different  parts  of  India  and 
would  consist  of  men  of  sufficient  leisure  really  to 
control  the  business  ? — I  should  say  it  would  be  very 
difficult  indeed. 

7041.  It  is  not  very  easy  at  the  present  time,  is  it, 
to  find  men  of  sufficient  leisure  to  keep  a,  constant 
check  upon  the  affairs  even  of  the  Presidency  Banks  ? 
— No,  there  are  very  few  men  of  leisure  in  India  of 
that  capacity. 

7042.  Do  you  think  if  there  were  a  central  bank, 
the  management  of  it  could  be  practically  left  either 
to  the  officials  of  the  banks  or  to  official  representatives 
of  the  Government  who  might  be  appointed  to  give 
their  whole  time  to  the  directorate  ? — If  there  were 
such,  a  bank,  I  think  it  would  require  to  have  men  who 
have  studied  the  conditions  in  the  various  Presidencies 
in  India. 

7043.  It  would,  I  suppose,  be  necessary  to  have 
local  boards  acting  under  the  central  one? — It 
would  be. 

7044.  May  I  take  it  generally  that  from  yoiu.- 
experience  you  do  not  think  it  would  be  possible  to 
get  a  central  boai-d  at  once  really  representative  of 
India  and  really  capable  of  giving  such  time  as  would 
be  required  for  the  effective  management  of  the 
affairs  of  the  bank  ? — I  do  not. 

7046.  In  that  connection  you  suggest  that  the 
attention  of  the  Government  might  be  more  wisely 
directed,  I  think,  to  the  encouragement  of  co-operative 
societies  in  order  to  help  the  agriculturists  ? — I  do. 

7046.  That  is  rather  outside  the  scope  of  our 
reference,  but  I  would  like  to  ask  you  two  questions 
upon  it.  Have  you  watched  the  progress  of  those 
co-operative  societies  in  recent  years  ? — Tes,  I  have. 

7047.  Are  they  tending  to  bring  out  money  from 
the  hoards,  and  to  induce  the  native  to  deposit  his 
money  with  them  rather  than  keep  it  in  his  own 
house  ? — ^I  think  that  is  the  case. 

7048.  Would  you  agree  with  some  other  witnesses 
who  have  been  before  us,  who  have  thought  that  too 
much  stress  was  laid  upon  the  hoarding  propensities  of 
the  Indian,  and  that,  given  his  circumstances — in  many 
cases  far  away  from  a  bank,  remote  from  communica- 
tion— ^he  "did  not  keep  more  money  in  his  house  in 
proportion  to  his  means  than  we  keep  under  ouv 
immediate  control  here  ? — ^I  would  be  inclined  to  agree 
with  that  opinion. 

7049.  If  that  is  so,  until  those  circumstances  are 
changed  you  could  not  expect  much  of  the  money  now 
held  to  come  out  of  the  hoards  ? — No. 

7050.  Now  I  want  to  ask  you  a  question  or  two 
about  capital  expenditure.  I  think  you  have  urged 
upon  us  in  your  memorandum  that  there  is  an 
enormous  need  for  railway  development  in  India  (pp. 
598-601)  ?— Tes. 

7051.  And  that  the  Indian  Government  might  not 
only  usefully  spend,  but  would  be  obliged  to  spend, 
larger  sums  year  by  year  on  their  capital  development 
than  they  have  been  spending  in  the  past?— That 

is  so. 

7052.  Do  you  think  that  for  those  purposes  they 
can  boiTow  more  freely  in  India  itself  ? — I  do. 
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7053.  To  what  extent,  do  you  think — I  ask  you 
only  for  a  very  rough  answer? — I  think  they  could 
boiTow  five  millions  per  annum  at  present  in  India. 

7054.  On  terms  as  good  as  they  could  borrow  in 
London  on  a  sterling  seoui'ity  ? — ^I  am  not  prepared  to 
go  as  far  as  that ;  but  at  the  present  moment  you  will 
notice  that  India  34  per  cent,  sterling  securities  are 
about  8i7,  whereas  last  week  an  Indian  Government 
loan  of  3^  per  cent,  was  all  taken  up  at  965. 

7056.  The  present  circumstances  seem  to  be 
specially  favourable  to  borrowing  in  India  ? — They  do. 
That  is  what  I  have  stated — that  there  are  periods 
when  it  is  favourable. 

7066.  Speaking  generally,  over  a  period  of  years,  is 
it  your  opinion  that  the  Indian  Government  might 
wisely  and  safely  borrow  more  than  they  do  in  India  ? 
— I  would  not  like  to  give  an  opinion  on  that,  except 
that  I  think  they  could  borrow  more  for  i-ailway 
expenditure,  if  necessary,  than  they  do  at  present  in 
India. 

7057.  In  any  case  you  would  like  to  see  them 
borrow  as  much  as  they  prudently  can  in  India  ? — I 
would. 

7068.  Either  in  order  to  add  to  their  total 
resources  or  in  relief  of  their  borrowings  in  London  ? 
— That  is  so. 

7069.  As  regards  the  purchase  of  silver  bullion  for 
coinage,  you  say  that  recent  experience  seems  to  render 
it  "highly  desirable  that  purchases  of  silver  should  be 
"  made  more  regular  than  intermittent "  ? — Yes. 

7060.  I  understand  you  to  mean  by  that  that  the 
Government  should  purchase  a  moderate  amount  of 
silver  bullion  year  by  year  in  anticipation  of  future 
demands  ? — That  is  so. 

7061.  I  think  it  has  been  the  ease  in  the  past  that 
the  demand  for  rupees  has  varied  very  much  and  veiy 
rapidly  from  year  to  year  ? — It  has. 

7062.  Do  you  think  that  the  scheme  of  more 
regular  buying  that  you  recommend  is  practicable 
under  those  circumstances  ? — I  do.  Having  regai-d  to 
recent  experience,  there  is  no  doubt  that  the  hands  of 
the  Government  have  been  foi'ced  to  a  certain  extent, 
and  I  do  not  think  they  ought  to  allow  themselves  to 
be  in  a  position  to  have  their  hands  forced.  I  think 
therefore  that  their  purchases  of  silver  should  be  more 
regular,  however  small  they  may  be,  so  as  not  to  show 
to  the  public,  or  to  those  who  are  interested  in  the 
purchase  of  silver,  that  their  silver  bullion  is  at  a  low 
ebb,  and  thus  give  those  people  knowledge  that  the 
Government  must  come  in  to  buy.  I  think  the 
Government  should  always  have  a  regular  system  of 
purchasing  silver ;  as  to  the  extent,  they  should  be 
guided  by  the  state  of  trade,  and  it  might  therefore  be 
less  one  year  and  more  another  year ;  but  the  purchases 
should  be  more  regular. 

7063.  I  think  that  in  the  years  preceding  1907-8 
there  had  been  a  considerable  demand  for  additional 
mpees  from  the  Government ;  and  in  those  years  there 
was  a  great  return  of  rupees  to  the  Treasury,  if  I 
remember  aright,  and  it  took  some  little  time  to  work 
them  off.  Supposing  that  you  had  been  starting  such 
a  proposal  as  you  have  just  made  about  1907-8,  when, 
instead  of  the  public  requiring  more  rupees  they  were 
returning  them,  then  if  you  had  gone  on  buying  the 
silver  you  would  have  accumulated  large  quantities  of 
silver  in  your  Currency  Chest,  or  somewhere,  which  you 
could  not  pass  on  to  the  public  for  the  time  ? — Under 
those  circumstances  the  thing  would  be  to  stop  pur- 
chasing for  a  time,  undoubtedly,  untU  those  rupees 
were  worked  off. 

7064.  But  as  soon  as  they  began  to  work  off  would 
you  then  begin  to  buy  in  moderate  amounts  ? — -I 
would. 

7065.  It  was  common  knowledge,  I  suppose,  before 
the  Govei-nment  began  to  buy  a  year  ago  that  the 
time  must  be  very  close  when  they  would  have  to  buy  ? 
— That  is  so. 

7066.  And  that  they  would  have  to  buy  in  very 
large  quantities  ? — That  was  the  supposition. 

7067.  If  I  gather  rightly,  your  feeling  is  that  that 
places  Government  at  the  mercy  of  the  market,  and 
that  Government  ought  not  to  be  in  that  position  ? 
— That  is  so. 
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7068.  So,  even  at  the  risk  of  having  silver  bullion 
lying  idle  in  some  quantity  for  some  time,  you  would 
make  regular  purchases  rather  than  wait  until  their 
hands  were  forced  ? — I  would. 

7069.  In  regard  to  the  financial  organisation  and 
procedure  of  the  India  Office  you  suggest,  "  with- 
out offering  any  criticism,"  that  the  Finance  Com- 
mittee of  the  India  Office  should  be  composed  of 
an  ex-Civilian  who  has  held  the  position  of  Financial 
Minister  in  India,  an  Indian  Presidency  bank  manager, 
a  London  joint-stock  bank  manager,  a  retired  ex- 
change bank  manager,  and  a  mercantile  man  with  a 
considerable  Indian  experience.  Will  you  give  me 
your  reasons  for  those  proposals  ? — My  reason  for 
those  proposals  is,  as  I  said,  without  offering  any 
criticism  on  the  past  at  all,  that  that  combination 
would,  in  my  opinion,  be  the  mixture,  if  I  may  call  it 
so,  of  the  class  of  officer  who  would  be  best  capable  of 
conduotiug  the  financial  dealings  of  the  India  Office 
and  of  the  Indian  Government. 

7070.  Does  this  indicate  a  feeling-  in  your  mind 
that  Indian  experience  is  not  sufficiently  represented  in 
the  present  financial  organisation  of  the  India  Office  ? 
— It  does. 

7071.  On  the  other  hand,  speaking  not.  of-  the 
organisation  itself,  but  of  the  policy  which  it  has 
pursued,  I  gather,  both  from  what  you  have  said  and 
what  you  have  written,  that  you  do  not  suggest  for  a 
moment  that  that  policy  has  been  otherwise  than  in 
the  interests  of  India  generally  ? — I  do  not. 

7072.  {Lord  Faber.)  With  i-egard  to  yoiir.  opinion 
that  five  millions  of  actual  gold  in  the  Gold  Standard 
Reserve  would  be  sufficient,  you  are  aware,  of  course, 
that  at  the  period  of  the  last  crisis,  1907,  India  only 
had  one  bad  year,  not  two  bad  years  running  ? — Tes  ; 
it  was  the  financial  year  1907-8. 

7073.  There  was  a  bad  monsoon  in  1907 .'' — Tes. 

7074.  In  that  year  London  was  in  a  good  condition 
to  stand  the  demand  on  it  for  gold  ? — Yes. 

7075.  I  suppose  it  would  not  be  an  imheard^of 
thing  to  have  two  bad  monsoons  running  in  India  F — 
No,  it  would  not  be  an  unheard-of  thing — we  have  had 
two ;  but  it  is  not  very  probable. 

7076.  Tou  may  have  to  face  two  bad  years  running, 
and  simuitaneously  a  bad  year  in  the  London  market : 
that  is  possible,  is  it  not? — ^It  is  possible. 

7077.  Bearing  in  mind  that  in  1907  the  demand  for 
gold  was,  I  think,  17  millions  or  thereabouts,  when 
India  only  ^eUad  one  bad  year ;  and  bearing  in  mind  the 
possibiUty  of  two  bad  yeai-s  and  a  bad  year  simultane- 
ously in  London :  do  you  think  5  miUions  would  be 
anything  like  sufficient  ?— The  case  you  put,  to  my 
niind,.  is  '»stther  exti-eme . 

7078.  I  know  it  is  ? — I  have  said  in  my  memorandum 
that  it  might  quite  reasonably  be  increased  to 
10  millions.  I  would  not  object  to  the  10  millions, 
but  my  opinion  is  that  it  should  be  5  millions  at 
present,  and  as  the  trade  increases  we  could  increase 
it  to  10  millions. 

7079.  I  suppose  at  the  back  of  your  mind,  as  at  the 
back  of  the  mind  of  aU  bankers,  myself  included,  you 
think  gold  is  a  very  expensive  thing  to  keep  ? — It  is  a 
dead- weight ;  it  does  not  earn  anything. 

7080.  And  you  would  rather  run  the  risk  of .  not 
being  able  to  keep  up.  the  exchange  than  forgo  some 
interest  which  you  would  liavc  to  forgo  if  yon  kept  a 
largei  supply  of  gold :  is  that  a  fair  way  of  putting  it  H 
— That  is  right ;  I  would.. 

7081.  Tou  are  hardly  in  favow,  I  gather,  of  having 
much  gold  in  circulation  in  India ;  you  would  i-ather 
have  it  in  the  banks,  would  you  not  ? — I  would  rather 
have  it  in  paper.  ...  ■ 

7082.  Axe  you  in  favoiu-  of  gold  as  against,  silver 
rupees  for  circulation  generally  ?: — 'No,  I  am  not. 

7083.  I  notice  in  the  interesting  letter  from  the 
Bengal  Chamber  of  Commerce,  paragraph  IS  (page  605), 
that  the  amount  of  sovereigns  now  being  used  in- India 
has  increased  very  fast.  That  shows,  does  it  not,  that  the 
population  like  gold  as  against  rupees  P  If  you  look  at 
the  litde  table  in  paragraph  15  you  wiU  see  that,  while 
the  receipts  of  sovereigns  .at  the  Post  Offices  in  1907-8 
and  1908-9  amounted  to  big  sums,  from  1909-10  to 
1911-2  they  have    been    increasing   markedly?  —  In 


1908-9  it  was  down  by  357,000Z.  and  in  1909-10  it  was 
down  by  750,000Z.— that  is,  it  was  a  quarter  of  the 
previous  year. 

7084.  And  now  it  has  jumped  again  to  higher  than 
that  ? — It  jumped  up  in  1911-2. 

7085.  Probably  this  year,  I  should  think,  you  will 
find  a  further  increase  still,  on  account  of  the  gold 
going  to  India  ? — But  it  is  a  veiy  small  proportion. 

7086.  Still,  there  it  is  and  it  is  increasing.  That 
shows  rather,  does  it  not,  that  the  people  of  India  are 
getting  to  like  gold  as  a  circulating  medium  ? — I  would 
not  like  to  say  that. 

7087.  {Sir  Ernest  Cable.)  I  gather  from  the  whole 
tenour  of  your  memorandum  that  you  approve  of  the 
policy  which  has  been  pursued  in  the  past  of  cautious 
budgetting,  of  keeping  taxation  fairly  level,  and  utilising 
the  surpluses,  if  any,  for  reproductive  capital  expen- 
diture ? — That  is  my  opinion. 

7088.  Tou  prefer  that  policy  to  close  budgetting, 
which  involves  fluctuations  in  taxation  ?  —  I  do, 
especially  in  India. 

7089.  With  regard  to  your  remarks  on  the  Gold 
Standard  E.esei've,  of  course  there  is  a  point  at  which 
any  cautious  man  would  say  that  a  safe  limit  had  been 
attained,  and  that  no  further  sums  should  be  placed  to 
that  reserve.  Tou  would  favour  the  suggestion,  pro- 
bably, that  any  further  profits  on  coinage  after  that 
limit  had  been  reached  might  be  spent  on  railway 
development  ? — I  should  like  to  say  in  reply  to  that 
that  it  would  depend  entirely  upon  what  prc^ess  was 
made  in  the  country  itself,  and  how  the  exports  wei-e 
increasing.  As  I  state  in  the  memorandum,  I  do  not 
think  that  the  minimum  quantity  of  gold  to  be  held 
should  be  laid  down  rigidly ;  I  think  it  would  have 
to  be  guided  by  the  progress  of  the  exports  of  the 
country. 

7090.  But  with  due  regard  to  caution,  profits  might 
be  so  utilised  ? — With  due  regard  to  caution,  I  should 
certainly  think  that  part  of  the  money  made  in  coining 
might  go  to  reproductive  works,  such  as  irrigation  and 
railways. 

7091.  I  think  you  said  in  reply  to  the  Chairman 
that  you  thought  the  present  banking  facilities  in 
India  met  the  full  requirements  of  trade  ? — That  is  my 
opinion. 

7092.  Of  course  you  wiU  admit  that  there  ai-e 
periodical  stringencies  in  the  money  market  ? — There 
are  periodical  stringencies  owing  to  what  we  might 
call  good  trade,  but  the  i-ate  of  interest  has  not  been 
very  high. 

7093.  Tou  would  not  say  that  that  stringency 
has  been  caused,  as  has  been  said  by  some  of.  the 
witnesses,  by  the  withdrawal  by  the  Government  of 
money  from  the  counti-y  in  the  collection  of  taxes  ?— 
No,  I  would  not. 

7094.  Then  you  would  not  agi-ee  with  the  view  that 
if  there  was  a  State  bank  into  which  those  collections 
were  paid  at  once,  they  would  not  have  been  -withdrawn 
from  the  market  and,  therefore,  the  stringency  would 
not  aiise  ? — That  is  so. 

7095.  I  suppose  you  would  agree  that  there  ai-e  two 
classes  of  hoarding — there  are  the  hoardings  of  the 
people  in  their  huts  who  bury  theii-  few  rupees,  and 
there  are  also  the  enormous  sums  which  we  know  are 
hoarded  by  the  princes  and  maharajahs,  and  probably 
in  the  temples.  Do  you  think  that  the  institution 
of  a  State  bank  would  give  a  feeling  of  security  to 
those  rajahs  and  princes  to  such  an  extent  that  they 
might  bank  their  hoards  ?— No,  I  do  not. 

.  7096,  With  regard  to  financing  agricultm-e  in  India. 
it  has  been  suggested  that  a  State  bank  would  perform 
a  very  useful  function  in  financing  co-operative 
societies  ?— I  do  not  think  that  is  quite  the  way  I 
put  it.  .      .  '  "^ 

7097.  It  is  not  in  youi-  memorandum ;  it  was 
somebody  else  who  suggested  that.  Do  you  not  agree 
with,  it.-'— -I  am  in  fevotir  of  encouraging  co-opera- 
tive societies,  but  I  am  not  in  favour  of  encoui-aging 
co-operative  societies  through  a  State  bank.  I  do  not 
agree  that  a  State  bank  is  required  at  all. 

7098.  Do  you  think  that  the  amalgamation  of  the 
three  Presidency  banks  would  render  theii-  cash  more 
available  for  the.  general  use  of  the  eountry;  instead 
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of  its  being,  as  it  is«'t  present,  in  watertigtt  compart- 
ments ? — No,  I  do  not. 

7099.  {Mr.  Gladstone.)  Referring  to  your  suggested 
composition  of  the  Finance  Committee  of  the  India 
Office,  to  which  the  Chairman  has  alluded,  you  would 
approve,  I  suppose,  of  the  India  Office  being  also  fuUy 
represented ,  on  that  Comiuittee?  There  is  no  official 
representative  in  your  list,  there  is  merely  an  ex-Civilian. 
Would  you  not  consider  it  necessary  to  have  the  best 
expert  official  advice  added  to  this  Committee  ?— 
Certainly. 

7100.  You  think,  I  gather,  that  private  enterprise 
should  be  encouraged,  so  that  the  direct  capital  com- 
mitments of  the.  Indian  Government  may  be  reduced  P 
— I.do. 

7101.  With  regard  to  the  purchase  of  stores  by 
Government  you  are,  of  course,  aware  that  a  very  large 
sum  is  expended  in  London  for  the  purchase  of  railway 
and  other  stores :  on  the  grounds ,  mentioned  in  my 
previous  question,  would  you  favour  a  policy  by  which 
the  railways  in  India  were  encouraged  to  purchase  and 
pay  in  India,  thus  reducing  the,  obligations  on  the 
balances  which  the  Government  of  India  have  in 
London  ? — If  they  were  satisfied .  that  the  works  in 
India  could  turn  out  wagons  of  the  same  class  as  they 
buy  here,  and  that  they  could  procure  equally  good  and 
satisfactory  stores,  I  would. 

7102.  By  my  question  I  meant  to.  include  the 
purchase  of  material  from  this  country,  but  that  they 
should  be  purchased  by  those  who  used  the  material 
aad  stores,  and  ordered  and  paid  for  in  India  ? — 1  am 
afraid  I  do  not  quite  understaind. . 

7103.  Under  Government  supervision  in  India  the 
railway  companies,  for  instance,  would  issue  teuders-'in 
India,  make  their  contracts  there,  niake  their  own  terms 
in  regard  to  delivery,  quality  of  goods  and  so  on,  and 
pay  for  the  goods  in  India? — ^I  see  no  objection  to 
that. 

;,  7104.  At  present  a  large  sum  of  money  has  to  be 
provided  in  London  by  the  Government  to  pay  for 
those  stores,  wagons,  and  so  on? — I  do,  not  see  any 
objection  to  their  being  paid  for  ialndia.     , 

•  7105.  Would  you  not  see  a  direct  advantage  in.  that 
being  done  ?  I  would  point  out  that  .mknagers  and 
others,  who  may  be  ordering  hydraulic  ,machinei-y  and 
things  of  that  kind,  would  then  be  themselves  in  direct 
contact  with  the  manufacturers  and  their  agents,  and 
so  would  probably  get  better  value  and,  through  com- 
petition on  the.  spot,  perhaps  better  .price?  ?— TS^hat  I 
understand  you ,  to  ask  me  is  whether  it  might. not  be 
more,  desirable  for  the  Indian  rail:ways  .^o^purchase 
thsir  stores  in  India  than  in  Londqn;  I  do  not;  see  aqiy 
objection  to  their  purchasing  them  in  India,      ,  , 

7106.  Would  you  see  some  advantage  in  lessening 
the  direct  .comm,itmenjts  and  the  cpiijme;rcial  work  of 
Govei-nment  by  making  sjiich  purchases  in  India  ?— X^.?- 

7107.  It  wouid  wii£dra.w  that  particular  section  of 
work  from  the  India  Office  here  Si— I  am  afraid  I  m^y 
not  have  understood  you.  What.I  thought  you  pi^ant 
was,  would  there  be  any  advantagp  m  the  Govei-nment 
of  India  purcliasing  stores  for ,  Indian  railways  l)y 
tender  in.  India  for  stpres,.that  were,  n^ade  in  India, 


there  "might  be  an  advantage  in  that,  and  that  {ihese 
things  could  be  paidfpr  in  rupees  in  India  ;  but  Icannot 
see  haw  it  would  affect  the  balances  one  W9,y  or  the 
other,  if  that  is  the  point  you  have  in  your  Mind.   _ 

7108.  It  would  not  affect'  the  trade  balances 
obviously  We  have  had  criticisms  on  the  large  feiteht 
to  which  the  Indian  Government,  and  the  India  Office 
more  especially,  ai-e  engaged  in  banking  and  what  I  call 
commercial  work,  such  as  buying  milway  stores.  Tou 
are  awai-e  probably  that  not  one  shiUiag  s  worth  of 
stores  can  be  purchased  at  present  without  the  du-ect 
sanction  of  the  Secretary  of  State  m  regard  to  aU  the 
sterling  railway  companies  ?-Yes.  I  know  that. 

7109  Turning  now  to  the  letter  of  the  Bengal 
Chamber  of  Commerce,  in  pai-agmph  10  (page  604)  they 
say  "The  difficulty  in  India  is  the  provision  of  the 
"  necessaiy  security  "for  any  loans  tbatnnght  be  made 
in  India.     Do  you  not  consider  that  there  would  be  an 


advantage  in  the  Government  making  an  issue  of  short- 
term  bonds  which  would  command  a  fixed  price  about 
par,  which  would  thus  largely  increase  the  type  of 
secmity  which  could  be  ased  for  obtaining  loans  in 
India  from  the  Government? — Is  it  your  suggestion 
that  the  Government  should  issue  short-dated  bonds 
and  that  these  <  should  be  used  by  the  holders  of  them 
as  security  for  borrowing  money  from  the  Presidency 
banks  ?  ... 

,  7110.  As  they  do  in  this  coimtry,  where  they  issue 
all  kinds  of  securities—what  are  called  floaters,  long- 
tei-m  loans,  short-term  loans,  registered  stock,  and 
bearer  stock? — ^I  do, not  see  any  objection  tb  it. 

7111.  That  would'  meet  the, point  made  by  the 
Bengal  Chamber  of  Commerce  as  to  the  difficulty  in 
India  of  the  provision  of  the  necessary  security  ? — -The 
explanation  of  that,  which  I  daresay  is  known  to  you, 
is  that  there  are  practically  only  one  or  two  classes  of 
security  in  India  which  are  available  for  strictly  bor- 
rowing purposes  under  the  terms  of  the  constitution  of 
the  Presidency '  banks  ^  that  is,  Government  paper, 
and  I  am' '.not  sure,  but  someone  here  will  know  it, 
whether~Port  Trust  debentui-es  do  not  come  within 
that  too.  At  any  rate,  the  security  is  confined  to  one 
or  two  classes,  and  there  is  nothing  like  the  field  that 
there  is,  of  course,  in  England. 

7112.  I  am  suggesting  that  these  securities  should 
be  widened ;  that  is  why  I  suggest  an  issue  of  that 
kind  ? — I'  do  not  see  any  abjection  to  it. 

7113.  Perhaps  you  are  aware  that  the  Grovemment 
of  India  now  allow  advances  by  the  Presidency  banks 
against  the  securities,  of  Indian  railways  other  than 
those  guaranteed  according  to  a  schedule  which  is 
added  to  froih  time  to  time,  so  that  those  securities, 
especially  if  they'  were  increased,  would  be  available 
for  this  purpose.  Perhaps  you  do  not  know  that  that 
is  so  ? — ^I  do  not.  • 

7114.  With  the  view  also  of  nieeting  that  point  of 
the  Bengal  Chamber  of  Commerce,  would  you  recom- 
mend that=  the  branch-line  terms  which  are  now  given 
to  railway  ..companies  with  rupee  capital  should  be 
extended." to  sterling  capital  P—'Tes,  I  would. 

7115.  I  understand  that  you  are  not  in  favoui-  of  a 
State  -bank  or  even  of  an  amalgamation  of  the  existing 
Presidency  baiiksi' — No. 

7116.  If  such  a  bank  were  established,  I  suppose 
you  consider  the  control  of  such  a  bank  would 
naturally  be  ia  Calcutta,  a^  being  by  far  the  largest 
trade  centre  and  also  having  the  largest  population  ? — 
I  do. 

'  7117.  It  was  for  these  reasons,  was  it  not,  that  the 
Government;  ,pf- India  decided  to,  retain  the  office  of 
Head  Commissioner  of  the  Paper  Currency  in  Cal- 
cutta ? — I  believe  it  was. 

7,118.  Do  you  think  it  would  be  possible  to  ha,ve 
the  supreme  control  of  such  a  bank,  if  set  up,  exercised 
from  London  ? — ^No. 

,.  7119.  It  woiJd  be  obvious,- would  it  not,  that  men 
oiE  high  standing  with  Indian  experience  and  the  neces- 
sary leisure,  .  could  be  more  easily  'got  together  in 
London  than  in  India  ? — It  would. 

7120, .  (Jfn  Keynes.)  Tou  express  a  doubt  as  to  the 
practicability  of  a  central  bank  in  so  vast  a  country  as 
Illdia«  becaifse  the  different  races  have  different  forms 
and; different  ideas  of  banking  :  could  you-give  some 
exa;mples.  of  the  kiud  of  differences  of  which  you  are 
thinking  ? — I  am  afraid  I  could  not  now,  but  I  could  if 
I  had  tiute  to  think  it  out.  I  think  you  would  easily  be 
able  to  collect  evidence  which  *Ould  show  that  there 
a,re  different  forms  of  banking  in  Bombay,  Calcutta  and 
Madras,  that  the  natives  in  these  three  Presidencies 
wdrk  upon  different  systems,  that  in  some  parts  of  the 
country  they  work  pretty  well  by  hundis  or  the  ex- 
change of  paper,  that  ia  other  parts  they  work  more  on 
silver  and  currency  notes,  and  that  in  other  parts,  as  I 
say.  in  my  memorandum  more  in  the  Western  and 
Northern  Qircle,  there  is  a  little  gold  in  circulation. 

7121.  Is  that  the  kiud  of  difference  you  are  thinking 
of — ^the  difference  between  the  comparative  use  of  gold, 
notes,  and  sQver,  and  in  some  places  bills  ? — That  had 
somethii^  to  do  with  it,  cei-tainly;  but  what  I  was 
thinking  of   more   was  ithe  different   sets    that  you 
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meet  in  those  three  Presidencies,  and  their  very  different 
ways  of  doing  business. 

7122.  I  can  understand  that  there  would  be  all  sorts 
of  little  differences  of  that  sort  of  which  local  boards 
would  have  to  take  account,  but  I  was  wondering 
whether  there  were  differences  of  a  kind  which  would 
in  any  way  inconvenience  a  central  board ;  clearly  those 
you  have  mentioned  would  not,  would  they  ? — Not  if 
you  had  on  the  central  board  men  who  were  well  versed 
in  the  different  ways  of  doii^  business  in  all  the  Presi- 
dencies. But  you  must  remember  that  India  is  a  very 
large  country. 

7123.  The  point  as  to  whether  payments  should  be 
made  in  silver,  gold,  or  notes,  would  not  be  one  on 
which  the  central  board  would  wish  to  have  any 
particular  views .'' — No. 

7124.  Are  there  any  points  which  would  necessarily 
come  under  the  cognizance  of  the  central  board  in 
which  there  are  important  differences  between  different 
localities .'' — I  should  think  there  were. 

7125.  Will  you  mention  any? — I  can  mention 
nothing  beyond  the  fact  that  I  know  that  all  the  three 
different  Presidencies  have  different  ways  of  doing 
their  own  trade. 

7126.  But  you  cannot  mention  any  precise  point  ? — 
No,  I  cannot  offhand. 

7127.  With  regard  to  the  Finance  Committee  of 
the  India  OfSce,  you  are  aware  of  course  that  it  is  a 
Committee  of  the  Secretary  of  State's  Council  ?— That 
is  so. 

7128.  And  that  the  members  of  that  Council  have 
to  advise  on  many  important  questions  other  than 
financial  questions  ? — Tes. 

7129.  Tou  think  that  no  less  than  five  out  of  the 
twelve  members  of  the  Secretary  of  State's  Council 
should  be  persons  of  the  kind  of  experience  you  have 
suggested  ? — I  have  stated  five  in  my  memorandum. 

7130.  The  total  number  of  members  of  the  Council 
being  twelve,  1  think  ? — I  think  that  is  so. 

7131.  Tou  think  that  five  out  of  twelve  members  of 
a  Council  who  have  to  advise  on  matters  of  every  sort 
should  be  persons  of  the  kind  you  suggest  ? — I  do  not  go 
so  far  as  that.  My  point  is  this :  I  suggest  that  the 
Finance  Committee  of  the  India  Office,  whatever  its 
size  is,  would  be  best  serving  its  purpose  by  having  one 
of  each  of  these  denominations,  or  perhaps  having  four 
out  of  these  five,  leaving  out  one  in  any  way  that  was 
thought  suitable.  That  is  the  combination  that  I  con- 
sider would  be  the  best  able  to  deal  with  those 
questions. 

7132.  I  can  understand  that  that  would  be  a  good 
idea  if  the  Committee  was  appointed  purely  for  the 
purpose  of  financial  advice  ;  but  that  is  not  the  existing 
system.  Do  you  think  that  your  proposal  is  com.patible 
with  the  existing  system  ? — I  do  not  know  whether  it 
is  or  not.  What  I  do  know  is  that  I  consider  that  this 
is  the  foundation  of  a  Committee  that  would  best  serve 
the  India  Office. 

7133.  Tou  were  thinking  of  the  composition  of  a 
Committee  appointed  ad  hoc,  rather  than  of  the  sort 
of  Committee  which  you  could  get  by  forming  a 
Committee  out  of  the  members  of  a  Council  who  are 
appointed  for  general  purposes  ? — I  do  not  quite 
understand. 

7134.  Tou  were  thinking  i-ather  of  what  sort  of 
Committee  you  would  appoint  if  you  were  appointing 
a  Committee  purely  for  financial  pm-poses  ? — That  is 
so. 

7135.  Tou  were  not  thinking  whether  that  was 
compatible  with  the  otherfunctions  which  the  members 
of  the  Council  have  actually  to  perform  P — That  was 
not  in  my  mind. 

7136.  {Sir  Shapurji  Broaeha.)  Tou  agree  with  the 
recommendation  made  by  the  Bengal  Chamber  of 
Commerce  that  the  Gold  Standard  Reserve  should  be 
held  in  London,  and  that  at  least  5  millions  should  be 
held  in  gold  ? — Tes. 

7137.  That  was  not  the  opinion  of  the  Bengal 
Chamber  of  Commerce  just  after  the  exchange  crisis. 
Does  the  Bengal  Chamber  of  Commerce  make  that 
recommendation  because  it  now  thinks  that  half  a  loaf 
is  better  than  no  bread? — 1  think  they  have  fully 
explained  why  they  changed  their  opinion  to  a  certain 


extent.    It  was  consequent  on  the  change  that  was 
made. 

7138.  I  will  read  to  you  a  dispatch  of  the  G-ovem- 
ment  of  India  which  is  an  echo  of  the  opinion  of  the 
Bengal  Chamber  of  Commerce.  This  is  from  a  letter 
of  the  Government  of  India  to  the  Secretary  of 
State,  No.  89,  dated  1st  April,  1909  (Appendix  V., 
page    170,    paragraph    7) :    "  The    point    is    one    on 

which  informed  public  opinion  in  India  is  singularly 
unanimous.  We  are  frequently  asked  why  we  strain 
after  interest  on  the  Reserve  which  is  the  basis  of 
our  currency  system,  and  consequently  one  of  the 
chief  pillars  of  the  credit  of  India ;  and  it  is  pointed 
out  that  other  countries  are  careful  to  retain  the 
ultimate  foundation  of  their  credit  in  bullion  .  .  . 
.  .  Moreover,  we  conceive  that  the  position  of 
the  Government  of  India  in  the  markets  of  the 
world  would  be  much  stronger  as  the  possessor  of  a 
'  large  store  of  liquid  gold  than  as  the  possessor  of  a 
'  corresponding  capital  in  Consols  or  similar  securities. 
'  In  the  former  case  the  Indian  Government  might  in 
'  emergency  be  powerftd  to  help  the  Indian  market : 
in  the  latter  there  would  always  be  the  potential 
'  danger  of  their  wishing  to  realise  at  an  inconvenient 
'  season.  We  would  therefore  urge  on  your  Lordship 
'  the  propriety  of  building  up  a  substantial  share  of 
'  the  reserve  in  liquid  gold,  to  be  held  under  as  nearly 
'  as  possible  the  same  conditions  as  the  currency  gold 
'  in  London."  They  have  changed  their  opinion 
since  ? — That  is  quite  evident. 

7139.  What  are  the  reasons  for  the  change  ? — I  am 
not  prepared  to  state  what  the  reason  for  their  change 
is,  but  I  am  prepared  to  state  that  the  recommendations 
which  I  place  at  the  beginning  of  my  memorandum 
express  their  opinion  now. 

7140.  Did  I  understand  you  aright  that  you  would 
rather  lose  the  par  of  exchange  than  lose  interest  ? — I 
do  not  think  with  5  millions  at  present  of  liquid 
gold  in  the  Gold  Standard  Reserve  that  there  is  any 
immediate  danger  of  losing  the  par  of  exchange. 
Toil  might  get  exceptional  circumstances,  as  was 
pointed  out,  which  might  bring  forward  a  difficulty ; 
but  it  does  not  appeal  to  a  business  man  or  a  business 
community  that  money  should  be  locked  up  in  liquid 
gold  which  does  not  bring  forward  any  interest  at  all, 
when  you  have  first-class  securities  which  are  as  near 
an  approximation  to  liquid  gold  as  you  can  have,  and 
they  are  earning  interest. 

7141.  Tou  say  that  now  it  is  difficult  to  sell 
10  millions  of  Consols  ? — ^I  say  it  is  at  the  moment ; 
but  the  London  market  is  in  a  peculiar  position,  as 
you  know,  and  the  reasons  for  it  are  very  fairly  well 
known  to  everybody. 

7142.  There  is  nothing  wrong  in  India,  and  there 
is  nothing  wrong  in  this  country  ;  there  has  been  no 
war,  and  yet  you  think  that  it  might  be  difficult  to  sell 
10  miUions  of  gilt-edged  securities.  What  would  be 
the  condition  if  we  were  involved  in  a  big  war,  or  if 
there  was  a  famine  ? — I  should  like  to  say  that  my 
opmionwas  asked  whether  I  thought  there  would  be 
a  difficulty;  and  speaking  from  my  rather  limited 
knowledge  of  the  London  market,  I  should  say  there 
would  be  a  difficulty  at  the  present  moment,  for 
reasons  which,  as  I  say,  are  pretty  well  known  to 
everybody. 

7143.  And  you  are  right  ?— Ordinarily  there  would 
be  no  difficulty  in  selling  10  millions. 

7144.  Do  you  expect  a  market  when  the  bank  rate 
is  higher  than  4J  per  cent.  P— We  have  had  securities 
at  a  much  higher  level  than  they  are  to-day,  with  the 
bank  rate  h^her  than  it  is  to-day. 

7145.  May  we  not  have  exceptional  times  of 
difficulty  P  Would  you  allow  exchange  to  go  to  Is.  Sd. 
agam,  and  let  all  the  wealth  of  India  be  disturbed  for 
a  paltry  amount  of  interest  ?— I  do  not  think  that  we 
should  prepare  for  ultra-exceptional  times.  The 
ordinary  busmess  man  has  got  a  certain  amount  of 
capital  to  work  his  busmess  on,  and  he  is  not  going  to 
put  that  capital  in  a  pot  and  seal  it  up  and  make  no 
use  of  it. 

_      7146.  Is  not  Germany  an  ordinary  business  country, 
IS  not  France  an  ordinary  business  country,  and  is 
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not  Brussia  an  or<^ary  business  country  ?  —  Un- 
doubtedly. 

7147.  They  do  not  deal  commeroially  with  their 
gold ;  they  build  up  a  large  foundation  of  gold  ? — I  am 
only  prepared  to  give  my  opinion  on  it. 

7118.  And  what  you  have  stated  is  your  opinion  ? 
— That  is  my  opinion. 

7149.  (Sir  James  Beghie.)  In  the  paragraph  headed 
Gold  CuiTency  and  Coinage  (page  598)  you  describe 
India  as  a  country  accustomed  to  a  silver  coinage,  but 
you  also  refer  to  the  advance  which  has  been  made  in  the 
circulation  of  gold  coins,  especially  in  Western  India. 
Do  you  know  whether  there  has  been  a  great  increase 
in  the  active  note  circulation  P — I  do  not  know.  I  say 
that  the  advance  in  the  circulation  of  gold  coins  in 
India  has  not  been  very  rapid,  and  is  confined  chiefly 
to  the  northern  and  western  circles. 

7150.  Can  you  tell  me  whether  there  has  been  a 
great  increase  in  the  figures  for  the  various  banks' 
clearing  houses  in  India? — I  believe  there  has,  but  I 
am  not  prepared  to  give  you  the  figures. 

7151.  You  have  the  fact  that  there  has  been  a 
considerable  increase  in  the  note  issue  and  a  consider- 
able increase  in  the  iise  of  cheques ;  would  you  not 
therefore  say  that  India  is  gradually  becoming 
accustomed  to  other  forms  of  currency  than  silver  ? — 
Yes,  I  would. 

7152.  Do  you  think  it  is  possible  that  the  use  of 
other  forms  of  cnn-ency  may  be  extended  ? — It  is  quite 
possible. 

7153.  You  are  not  in  favour  of  coining  gold  in 
India,  because  you  think  it  is  not  required  at  present ; 
do  you  look  forward  to  its  being  required  some  time  in 
the  future  ? — It  is  very  hard  to  say.  There  is  no  doubt 
that  there  has  been  an  advance  in  the  circulation  of 
gold  coins  in  India  to  a  certain  extent,  but  how  far  it 
has  gone  I  am  not  prepared  to  say. 

7154.  You  also  object  to  the  coining  of  gold  because 
the  process  will  be  an  expensive  one  ? — Yes. 

7155.  The  cost  of  coining  a  purely  Indian  coin 
would  be  less  than  the  cost  of  coining  sovereigns, 
would  it  not  ? — That  I  am  not  prepared  to  say. 

7156.  If  gold  were  coined  in  India  and  had  the 
effect  of  reducing  the  additions  to  the  rupee  circulation, 
could  the  cost  of  coining  the  gold  not  be  set  off  against 
the  saving  there  would  be  in  the  minting  of  nipees  ? — 
It  might  be. 

7157.  You  also  say  that  if  the  coining  of  gold  in 
India  is  decided  upon  "  it  should  be  in  the  most  con- 
venient form,  and  that  is  a  sovereign  (page  598)."  In 
the  case  of  the  silver  coinage  the  coins  provided  are 
of  the  face  value  of  1  rupee,  8  annas,  4  annas,  and 
2  annas ;  would  you  say  that  these  denominations  suit 
the  convenience  of  the  Indian  public  ? — Yes. 

7158.  In  the  case  of  the  note  issue  the  lower  de- 
nominations have  the  face  value  of  5  nipees,  10  rupees, 
and  50  rupees  ;  do  you  think  that  those  denominations 
have  been  found  convenient  by  the  public  ? — I  do. 

7159.  "Would  you  say  that  a  15-rupee  note  would 
be  a  convenience  to  the  public  ? — No. 

7160.  But  you  think  a  15-rupee  gold  coin  would  be 
the  most  convenient  value  for  a  gold  coin  ? — Yes,  and 
I  give  the  reason  why  I  say  so — because  the  sovereign 
has  become  an  international  sovereign.  The  sovereign 
is  not  a.  15-rupee  gold  coin,  but  it  is  a  coin  worth 
15  rupees  ;  that  is  the  standard  which  has  been  fixed 
for  it. 

7161.  It  is  not  a  matter  of  convenience  to  the 
public  ? — No,  not  more  so  than  notes. 

7162.  You  also  say  that  a  10-rupee  gold  coin 
would  not  be  of  any  use  for  export ;  is  it  not  the  case 
that  India  exports  imcoined  gold  regularly  ? — I  under- 
stand that  a  10-rupee  gold  coin  would  be  of  no  use  for 
export  except  as  gold. 

7163.  But  it  could  be  exported  ? — It  might  be  ex- 
ported, I  suppose,  as  gold. 

7164.  I  asked  the  question  because  I  understood 
you  to  say  it  would  be  of  no  use  for  export  ? — My 
opinion  is  that  it  would  not  be  of  any  material  use  for 
export,  on  the  supposition  that  the  10-rupee  gold  coin 
is  being  coined  for  circulation  in  India  and  for  the  con- 
venience of  the  people  of  India.  I  do  not  take  it  that 
this  10-rupee  gold  coin  would  be  one  that  would  be 
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held  up  in  large  quantities  like  the  sovereign,  or  that  it 
would  be  treated  on  the  same  basis  as  the  sovereign. 

7165.  Still  it  would  be  useful  for  exporting  gold  if 
you  wanted  to  export  gold  ? — -It  would  he  useful  so  far 
as  its  value  is  represented  by  gold ;  I  cannot  deny  that. 

7166.  (Chairman.)  If  I  rightly  understood  your 
meaning,  you  think  that  the  lO-i-upee  gold  piece  when 
used  for  export  would  rank  only  as  bullion? — That 
is  all. 

7167.  But  you  think  that  the  sovereign  ranks  as  a 
coin  ? — That  is  so. 

7168.  (Sir  James  Beghie.)  I  want  to  ask  you  about 
your  remark  that  a  10-rupee  gold  coin  "  would  tend  to 
destroy  the  standing,  of  the  sovereign  "  ;  do  you  mean 
the  standing  of  the  sovereign  in  the  eyes  of  the  Indian 
public  ? — Yes. 

7169.  Is  there  any  evidence  that  the  sovereign 
stands  specially  high  in  the  estimation  of  the  public 
in  India? — Yes,  I  think  there  is.  I  think  that  the 
natives  of  India  look  upon  the  sovereign  as  a  coin  of 
value.  It  has  a  certain  value,  it  has  a  certain  standing 
— it  is  sentimental  perhaps,  but  it  has. 

7170.  Do  you  not  think  that  they  would  look  upon 
a  10-rupee  Indian  gold  coin  in  the  same  way  ? — No,  I 
do  not  think  so. 

7171.  You  also  think  that  a  10-rupee  gold  coin 
would  encourage  hoarding  ? — ^I  do. 

7172.  Do  you  think  it  is  a  great  advantage  to  that 
portion  of  the  India  public  who  are  given  to  hoarding 
to  hoard  up  rupees  rather  than  gold  ? — No.  I  meant 
to  have  added  the  word  "  ornaments  "  after  "  hoard- 
ing "  in  my  memorandum,  but  I  omitted  to  do  so 
(page  598). 

7173.  Do  you  think  the  temptation  to  hoard  gold 
is  increased  by  an  excess  of  rupees  in  circulation  relat- 
ively to  gold  coins  ? — No,  I  do  not  think  so. 

7174.  You  are  aware,  I  suppose,  of  the  great 
demand  for  bar  gold  in  India  ? — Yes, 

7175.  Do  you  see  any  objection  to  the  continued 
issue  of  I'upees  on  a  large  scale  in  the  presence  of  that 
demand  for  bar  gold? — Do  you  mean  Government 
issuing  more  rupees  and  taking  in  bar  gold  ? 

7176.  I  mean  the  continued  mintage  of  rupees,  and 
the  issue  of  rupees  to  the  piiblic,  in  the  presence  of 
the  great  demand  for  gold,  which  is  evidenced  by 
the  demand  for  gold.  Do  you  think  it  makes  any 
difference  ?— ^No,  I  do  not. 

7177.  Does  it  not  come  to  this,  that  when  Govern- 
ment issues  rupees  which  are  largely  used  to  buy  gold, 
the  ultimate  result  is  that  India  uses  gold  to  buy  silver 
for  coinage  which  is  largely  converted  back  into  gold  ? 
— I  am  not  prepared  to  say  that  is  the  case. 

7178.  (Mr.  Gillan.)  I  notice  that  in  dealing  with 
the  question  of  Council  Bills  you  refer  to  "  the  exist- 
"  ing  system,  whereby  the  Secretary  of  State  sells 
'•  Council  Bills  and  transfers  in  excess  of  his  needs  " 
(page  598)  ?— Yes. 

7179.  We  know  that  recently,  having  very  large 
balances,  tlie  Secretary  of  State  has  brought  home 
much  more  money  that  he  wanted  immediately ;  you 
do  not  mean  that  he  should  bring  home  money  that  he 
is  not  going  to  need  at  any  time,  do  you  ? — No,  I  do 
not.  What  I  mean  is  that  I  consider  that  as  long 
as  the  Secretary  of  State  sells  bills  and  transfers 
to  the  extent  of  the  full  trade  demand,  that  is,  the 
balance  of  trade,  there  is  no  objection  to  it. 

7180.  But  he  must  foresee  some  use  for  the  money 
which  he  is  bringing  home  by  means  of  Council 
Bills,  must  he  not  ?  You  would  not  propose  that  he 
should  bring  home  money  that  he  is  not  going  to  need 
ultimately  at  home,  would  you  ? — He  has  always  got  the 
gold  value  for  the  bills  and  the  transfers  that  he  sells. 
If  the  money  is  required  out  there  by  the  trade,  I  do 
not  see  any  objection  to  his  selling  to  the  full  difCer- 
en'je  between  the  exports  and  the  imports. 

7181.  If  he  brought  home  money  in  excess  of  his 
ultimate  requirements,  we  will  say,  he  would  either 
have  to  keep  that  money  here  in  England  indefinitely, 
which  I  suppose  no  one  would  propose,  or  he  would  at 
sometime  have  to  ship  that  back  to  India  ? — Yes. 

7182.  You  would  not  propose  that  P — No,  I  would 
not. 
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7183.  So  that  he  has  reaUy  to  look  after  his 
veqtdrements,  and  to  consider  what  is  the  best  distri- 
bution of  his  balances  between  India  and  England  ? — 
That  is  it. 

■  7184.  Looking  to  his  requirements  and  his  interests  .' 
—Yes. 

7185.  And  this  advantage  which  is  secured  to  trade 
is  an  incidental  advantage  in  the  course  of  his  trans- 
actions r" — Yes,  that  is  so. 

7186.  With  i-egard  to  the  coinage  of  silver,  you 
have  expressed  the  wish  that  these  purchases  should 
be  made  more  regular.  With  that  of  course  the 
Government  of  India  would  agree.  The  difficulty,  as 
the  Chairman  pointed  out,  I  think,  is  that  we  have  such 
extraordinary  valuations  in  the  demand,  so  that  the 
pm-chases,  as  I  think  you  said  iu  reply  to  the  Chairman, 
could  not  be  altogether  regular,  but  there  would  be 
intermissions  ? — That  is  so. 

7187.  I  want  to  put  this  to  you  as  a  pi'actieal 
qviestion.  At  the  end  of  the  crisis,  which  the  Chair- 
man noticed  in  1908-9,  we  finished  up  with  a  balance 
of  47  crores  of  rupees.  I  will  ask  you  to  take  it  from 
me  that  what  we  regard  as  a  working  balance  is  18 
crores  ;  iu  that  case  you  would  not  piu-chase  silver 
when  you  had  47  crores  in  hand,  would  you  ? — No. 

7188.  At  the  end  of  1909-10  we  had  33  crores,  still 
a  veiy  large  excess.  The  time  pei'haps  had  not  come 
then  for  a  purchase  of  sUver  F — No. 

7189.  At  the  end  of  1910-1  we  still  had  29  crores; 
would  you  have  staited  purchasing  silver  then  ? — ^Not 
luiless  1  saw  some  reason  for  it.  There  is  not  very 
much  difference  between  the  balance  then  and  the 
balance  in  the  previous  year ;  it  is  only  a  difference  of 
4  crores.  I  wotdd  not  necessarily  have  stai-ted  then, 
unless  I  saw  some  reason  ahead  for  it. 

7190.  At  the  end  of  1911-2  we  had  only  18  crores, 
and,  as  you  know,  the  Government  of  India  at  that 
time  were  making  ai-rangements  for  the  pui-chase  of 
silver.  I  take  it  that  on  the  whole  all  you  mean  is 
that  we  might  have  begun  a  little  sooner  than  we  did .' 
— Exactly. 

7191.  But  not  veiy  much  sooner  .''-^No,  not  very 
much  sooner. 

7192.  About  the  question  of  the  gold  mint,  there  is 
one  point  that  is  not  clear  to  me.  You  say  the  10 
rupee  gold  coin  could  not  be  of  any  use  for  export ;  is 
it  not  the  general  experience  that  gold  coin  of 
different  kinds  is  exported  from  various  countries 
merely  as  bullion? — As  bullion  it  is  exported.  My 
intention  was  to  say  that  "  a  departure  to  a  10-rupee 
"  gold  coin  would  not  in  my  opinion  be  a  sound  move 
"  as  it  would  not  be  of  any  use  for  export  "  as  against 
the  sovereign. 

7193.  Then  you  say  it  would  encourage  hoarding ; 
this  was  a  point  that  Sir  James  Begbie  put  to  you  ? — 
Yes,  I  do. 

7194.  I  do  not  know  that  hoarding  means  more 
than,  we  will  say,  the  retention  in  one's  personal 
custody  of  one's  savings  or  surplus ;  is  that  how  it 
appears  to  you  ? — Yes,  ^ 

719.5.  How  would  the  mere  constitution  of  the 
ouiTency  affect  the  amount  of  one's  savings  ;  do  you 
think  that  it  could  add  to  the  total  araoiint  in  hoards  ? 
— My  intended  meaning  was  that  this  10-rupee  coin, 
being  of  a  less  value  than  the  sovereign  coin,  would 
fall  within  the  means  of  a  gi-eat  many  more  people  in 
India  to  buy  and  hoard  it  or  to  use  it  as  an  ornament ; 
that  the  fact  of  its  being  five  rupees  less  purchasable 
value  would  make  it  easier  for  a  certain  class  in  India 
to  buy  for  hoarding  and  ornamental  purposes. 

7196".  That  is  to  say,  you  would  have  a  larger 
poi"tion  of  your  hoards  in  gold  and  less  in  silver  than 
you  have  at  present  ? — Yes :  and  in  the  same  way  in 
ornaments — ^they  would  substitute  the  10-rup6e  gold 
piece  for  the  present  silver  ornament. 

7197.  Would  you  agree  that  the  sovereign  is  too 
large  a  unit  for  the  great  bulk  of  the  ordinary  pay- 
ments which  the  Indian  people  have  to  make  ? — In 
itseK,  yes. 

7198.  I  mean  for  purchases  of  grain  or  cloth  or  for 
any  ordinai-y  transactions  of  that  kind  F — Without  the 
help  of  silver,  of  course  it  is. 


7199.  I  mean  in  the  actual  payment  of  something 
they  have  bought  it  is  very  seldom  that  they  would 
have  to  pay  a  sovei-eign  ? — Yes,  I  should  say  it  is. 

7200.  I  do  not  know  if  you  would  be  able  to 
answer  this.  Would  you  say  that  the  same  thing 
applied  to  wha,t  are  larger  and  more  important 
payments,  that  is  to  say,  payments  of  rent .'  If  a  man 
has  to  pay  his  rent  every  six  months,  would  you  say 
that  the  bulk  of  those  rents  would  be  less  than 
15  rapees  ■> — I  am  not  prepared  to  say  that.  I  have 
no  experience  of  that. 

7201.  Would  you  say  that  there  is  a  tendency  for 
the  sovereign  to  be  more  useful  for  hoarding  purposes 
and  less  useful  for  payment  purposes  ? — I  would  not 
like  to  say  that  either. 

7202.  Now  about  the  State  Bank.  You  say  an 
institution  of  this  kind  is  not  necessary  "  at  present "  ; 
what  is  the  meaning  of  that  qualification? — The 
qualification  "at  present"  means  that  there  are  suffi- 
cient facilities  at  the  moment  to  meet  all  the  trade  of 
India  in  the  institutions  that  are  in  India.  I  do  not 
think  it  is  required ;  I  think  the  Presidency  Banks, 
the  Exchange  Banks,  and  the  Indian  Joint  Stock 
Banks,  are  quite  capable  of  financing  the  trade  as 
they  are  now. 

7203.  You  mean  that  an  institution  of  this  kind 
would  not  be  required  until  the  time,  if  that  time  ever 
comes,  when  the  banking  facilities  of  India  are,  for 
some  reason,  found  to  be  inadequate  ? — That  is  so. 

7204.  You  refer  in  the  same  connection  to  the 
paper  currency;  I  think  you  said  in  answer  to  the 
Chairman,  that  you  consider  it  has  been  well  managed 
by  the  Government  Department  which  runs  it  ? — ^I  do. 

7205.  What  has  been  put  to  us  is  that  our  present 
paper  currency  system  in  India  was  based  on  the 
English  system  of  60  years  ago  ;  that  that  system  has 
heen  left  behind ;  that  this  country,  by  the  development 
of  the  cheque  and  so  on,  and  other  countries,  have 
developed  newer  systems ;  and  that  as  a  matter  of 
fact  this  system  is  rather,  even  in  India,  out  of  date  ? 
— I  do  not  agree  with  that. 

7206.  Supposing  that  some  other  system  were 
su^bstituted  for  it,  on  the  analogy,  we  will  say,  of  the 
French  system  or  the  German  system,  that  is  to  say, 
a  more  commercial  and  less  stereotyped  system,  would 
you  agree  in  that  case  that  it  would  be  better  run  by 
a  bank  than  by  a  Government  ? — I  do  not  think  so. 
Of  com-se  a  great  deal  would  depend  upon  what  the 
system  was.  I  consider  that  the  present  system  of 
paper  currency  in  India  is  well  managed,  and  is  very 
suitable  for  the  country,  and  should  be  encouraged. 

7207.  What  was  in  my  mind  was  that  the  present 
system  is  a  sort  of  cut-and-dried  system  ;  you  have 
got  so  much  in  securities,  and  for  the  rest  you  have 
an  actual  deposit  of  coin  against  every  note  that  goes 
out  ? — That  is  so. 

7208.  You  might  have  a  more  elastic  system  in 
which  the  circulation  of  notes  would  be  covered  not 
only  by  the  actual  deposit  of  coin,  but  it  might  be  by 
bills  or  by  some  other  form  of  security ;  and  in  that 
ca,9e  it  seems  that  a  bank  would  be  more  able  to  deal 
with  it  than  u.  Government  Department  ? — That  would 
he  so. 

7209.  Sir  Ernest  Cable,  I  think,  asked  you  whether 
you  do  not  think  that  a  State  Bank  might  attract 
more  deposits ;  is  it  not  possible  that  the  prestige  of 
Government  would  have  that  effect  ?— It  is  possible. 

7210.  I  noticed,  for  instance,  that  the  other  day 
some  of  these  co-operative  societies  in  the  United 
Provinces  had  at  their  district  banks  been  given  cash 
credits  by  the  Allahabad  Bank,  but  the  natives  felt 
that  this  Allahabad  Bank,  as  they  call  it,  was  some 
sort  of  unknown  institution  in  the  hackgroimd  that 
they  knew  nothing  about.  Suppose  they  were  told 
that  they  were  being  financed  by  a  Sirkar  Bank,  would 
that  not  have  given  them  more  confidence? — Very 
likely. 

7211.  You  refer  to  the  difficulty  of  control  in 
managing  a  central  bank  for  India ;  is  there  not  already 
an  example  of  a  very  far-reaching  institution  in  the 
Bank  of  Bengal  which  reaches  from  Bengal  to 
Peshawar  ? — Yea. 
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7212.  Are  tljere  not  great  differences  between 
Bui-ma,  Bengal,  and  the  up-country  districts  ? — There 
ai-e  different  ways  -of  dealing.  I  stated  that  it  would 
be  difficult  to  control,  for  the  reason  that  it  would 
have  to  coixtrol  various  parts  of  India  withi  different 
customs  and  so  on.  To  control  efficiently  an  institu- 
tion like  tjiat  from  one  centre  would,  in  my  mind,  be  a 
very  I  difficult  thing  indeed.  As  you  say,  the  Bank  of 
Bengal  controls  a  good  deal,  but  it  would  be  infini- 
tesimal compared  to  what  you  would  require  a  State 
Bank,  covering  the  whole  of  India^  to  control. 

7213.  Do  you  thibk  tliat  the  Bank  of  Bengal  must 
at  prespnt  encounter  difficulties  of  this  kind,  and  that 
they  wpultt  be  extremely  accentuated  if  yoxi  added  on 
Bombay  and  Madras  ? — Tes,  I  do. 

7214.  (Lord  Kilbracken.)  With  regard  to  your 
suggestion  about  the  financial  organisation  and  pro- 
cedm-e  of  the  India  Office,  I  think  I  may  take  it  that 
you  have  not  specially  studied  the  constitution  of  the 
India  Office  or  the  Acts  of  Pai4iameiit  under  which  it 
is  carx'ied  on  ? — That  is  so. 

7215.  In  making  your  suggestion  of  the  composition 
of  the  Finance  Committee,  what  yon  mean  is  that 
you  put  that  forward  as  a  sort  of  ideal  committee  for 
advising  the  Secretary  of  State  in  financial  matters  ? — 
That  is  my  point. 

'  7216.  I  suppose  you  base  that  suggestion  upon  your 
observation  and  knowledge  of  the  way  in  which  the 
Secretary  of  State  deals  with  financial  questions,  and 
of  the  nature  of  the  work  that  he  undertakes  to  do? — 
That  is  so. 

7217.  You  say  that  you  wish  to  offer  no  criticism  ; 
but  as  it  is  part  of  the  duty  of  this  Commission — I  do 
not  know  whether  you  are  aware  of  this — to  report  on 
the  system  and  practice  of  the  India  Office  in  dealing 
with  the  finances  of  India,  I  should  like  to  ask  you 
whether  you,  beaiing  that  in  mind,  have  any  faults  to 
find,  or  any  suggestions  to  make,  on  that  particular 
point  ? — None. 

7218.  You  are  satisfied  with  the  way  in  which  the 
work  is  done  ? — Yes. 

"  7219.  You  think  the  Secretaiy  of  State  does  not 
undertake  what  he  ought  not  to  'undertake,  that  he 
does  not  go  beyond  -  his  proper  sphere,  and  that  he 
transacts  his  work  in  a  business-like  and  efficient  manner 
so  far  as  you  have  noted  ? — I  do. 

,  7220.  (Sir  Robert  Chalmers.)  I  should  like  tb  ask 
you  a  question  or  two  on  the  subject  of  the  metallic 
pox-tion  of  the  Gold  Standard  Reserve.  If  I  caught 
your  remark  aright  recently,  you,  speaking  as  a  business 
man,  said  that  an  ordinary  business  man  prepares 
against  ordinary  risks  P — That  is  so. 

7221.  That  is  to  say,  if  he  happens  to  be  a  pi-udent 
man  of  business.  There  might  be  a  difference,  might 
there  not,  between  the  way  in  which  a  man  e>i  business 
engaged  in  commerce  would  deal  with  his  liabilities,  and 
the  way  in  which  a  Government  with  permanent  and 
longstanding  liabilities  might  deal  with  their  business  ? 
— There  might. 

7222.  What  I  want  to  put  to  you,  in  order  to  get 
the  benefit  of  your  opinion  on  it,  is  the  possibility  of 
what  might  be  the  extreme  strain  to  which  the  Grold 
Standard  Reserve  might  be  subjected.  ■  Shall  we  take 
two  years  of  bad  trade,  famine,  and 'so  fdrth  in  Indi4, 
and  couple  that  with  a  crisis  in  the  London '  money 
market;  that  you  perhaps  would  agree  is  a  fairly  black 
prospect  ?— Yes,  that  is  as  dark  asyou  can  pirtit,  I  think: 

7223.  Would  you  not  be  disposed  to  agree  that  the 
maintenance  of  exchange  is  in  financial  matters  the 
paramount  duty  of  the  Government  of  India  .^— It  is. 

7224.  You  would  possibly  agree  so  far  as  to  say 
that  there  is  this  difference  between  an  ordinaiy 
business  man  and  the  Government  of  India,  that  thej 
should  be  prepared  for  the  abnormal,  the  extraordinary 
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7225.  They  should  lay  down  funds  to  meet  their 
obligations,  which  they  know  is  a  very  pi-actical  thing 
when  they  have  the  extreme  sti-ain  ?^Yes. 

7226  Woidd  it  be  your  feeling  as  a  man  of  busmess, 
looking  at  this  particulai-  fonn  of  business,  that  in 
order  to  be  able  to  meet  their  liabilities  and  to  _di3- 
charge  this  paramount  obligation,  they  might  hold  an 
amount  of  gold  which  would  of  course  cause  a  loss  of 


interest,  but  that  loss  of  interest  would  be  well  fore- 
gone in  the  discharge  of  their  paramount  obligation .' — 
If  such  a  severe  test  came,  yes. 

,  7227.  Looking  at  it  from  the  point  of  view  of  the 
Government,  you  would  be  prepared  perhaps  to  take  a 
line  of  rather  greater  caution  than  would  be  taken  by 
a  prudent  man  of  business  in  discharging  obligations 
not  so  extensive  in  time  as  those  of  the  Government  of 
India  ? — Yes,  peifhaps. 

7228.  That  would  mean  a  greater  stock  of  metallic 
gold  held  in  lieu  of  securities  P — That  would  be  the 
meaning  of  that,  decidedly. 

7229.  (Sir  Sha(purji  Broacha.)  About  the  note 
issue ;  these  notes  are  now  issued  by  Government  and 
the  people  have  become  accustomed  to  taking  Govern- 
ment currency  notes ;  they  woidd  not  look  with  the 
same  favour  on  notes  which  are  issued  by  a  bank, 
would  they  ? — I  do  not  think  so — ^for  a  time,  at  all 
events. 

7230.  Having  been  accustomed  to  the  Government 
guarantee,  they  would  think  the  guarantee  was  reduced 
if  the  note  were  issued  by  a  bank  ? — Yes. 

7231.  Would  there  be  a  greater  facility  of  promotin 
the  quick  circulation  of  the  notes  if  it  remained  in  the 
hands  of  the  Government  than  if  they  were  issued  in  a 
bank's  name  P — I  should  say  so. 

7282.  Mr.  GUlan  spoke  to  you  about  the  plethora 
of  nipees  when  we  had  47  crores.  Suppose  that 
plethora  was  brought  about,  not  in  response  to  com- 
merce but  against  tJie  wish  of  the  Government  of  India, 
by  the  Secretary  of  State  pushing  silver ;  and  suppose 
that  about  20  miUion  crores  less  had  been  coined,  which 
would  have  reduced  the  plethora  of  47  crores  to  27 
crores  ;  if  you  knew  that  the  plethora  of  47  crores 
was  brought  about  by  the  iiction  of  the  Secretary  of 
State,  wovQd  your  opinion  in  f avoui'  of  gradually  buying 
silver  remain  the  same  P — Yes,  it  would. 

7233.  If  you  had  to  remit  to  this  country  30  rupees, 
would  you  not  rather  remit  two  sovereigns  than  three 
lO-rupee  pieces,  because  the  sovereign  in  foreign 
countries  would  be  of  greater  value  than  lO-rapee  gold 
pieces  P — I  would  rather  remit  the  sovereigns  than  the 
10-rupee  gold;  pieces. 

7234.  Because  the  rupees  would  be  of  less  value  in 
this  country  P — Yes. 

7235.  They  would  be  charged  with  the  exchange 
and  also  with  whatever  it  would  cost  to  send  them  back 
to  India  ? — -Yes. 

7236.  (Sir  BoheH  Chalmers.)  Generally  speaking, 
would  your  policy  as  regai-ds  the  coinage  of  rupees  be 
the  very  simple  one  of  meeting  the  demand  which  ti-ade 
and  the  population  make  ?— :Yes. 

7237.  (Chairman.)  Sir  James  Begbie  put  to  you  the 
suggestion  that  the  demand  for  bar  gold  in  India  was 
proof,  of  a  desire  for  gold  currency  by  the  people ;  do 
you  think  that  the  bar  gold  which  is  now  taken  in  such 
large  quantities  is  in  any  sense  to  be  considered  as 
currency  P — No,  I  do  not. 

7238.  Have  you  formed  any  opinion  as  to  the 
extent  tb  which  it  is  used  as  merchandise,  that .  is,  for 
the  arts  P — No,  I  have  not. 

7239.  Would  you  think  that  the  bar  gold  is  used 
mainly  either  for  the  arts  or  for  hoarding  .' — I  am  not 
prepared  to  say,  buti  should  think  for  both  pui-poses. 

7240.  If  no  bar  gold  went  in,  and  the  equivalent 
amount  of  gold  was  sent  to  India  in  sovereigns,  would 
it,  in  youi'  €^inion,  result  in  the  meltii^  of  a  great 
many  sovereigns  back  into  bullion  at  onceP — No. 

7241.  Do  you  think  they  would  remain  as 
sovereigns  ? — lYes,  I  do.  I  think  that  some  portions 
of  the  hoai'ds  at  present  are  in  sovereigns. 

7242.  That  answer  seems  to  imply  that  bar  gold  is 
not  much  used  for  the  arts  ? — -I  am  not  prepared  to 
say  whether  it  is  or  not.  . 

7243.  (Lord  Faber.)  Do  you  think  that  the  delight- 
ful little  bai-s  of  gold  that  we  have  been  shown  appeal 
more  to  the  hoarding  instinct  of  the  Indian  than  the 
sovei"eign  does  ? — Possibly. 

7244.  (Chairman.)  In  paragraph  4  of  the  letter  of 
the  Bengal  Chamber  of  Commerce,  page  602,  they 
■'  mention  that  they  took  exception  to  the  formation, 
"  in  1906,  of  what,  until  within  the  last  few  weeks. 
'■:  has  been  kno^ra  as  the  silver  branch  of  the  Gold 
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"  Standard  Resei-ve,"  and  is  now  known,  I  think,  as  the 
Indian  branch.  They  do  not,  as  far  as  I  have  observed, 
develop  that  opinion.  Do  you  take  any  objection  to 
the  Indian  branch  of  the  Gold  Standard  Reserve  as  at 
present  constituted? — Do  you  mean  as  regards  the 
6  crores  of  rupees  ? 

7245.  Yes  ? — I  would  prefer  to  see  it  in  the  Paper 
Currency  Reserve  than  in  the  Gold  Standard  Reserve. 

7246.  If  in  practical  working  it  is  found  a  con- 
venience to  have  a  small  quantity  of  silver,  such  an 
amount  as  that  in  India  in  the  Gold  Standard  Resei-ve. 
do  you  see  any  objection  to  it  ? — No. 

7247.  In  paragraph  10  of  the  Chamber's  letter, 
speaking  of  the  practice  of  loaning  balances  and  of  the 
possibility  of  making  loans  in  India,  they  say  the  great 
difficulty  is  the  provision  of  the  necessary  security. 
They  add,  "  That  branch  of  the  general  cash  balance 
"  which  is  held  in  India  is  also,  like  the  India  Office 
"  balances,  greatly  inflated  at  present.  To  suggest  a 
"  satisfactory  method  of  dealing  with  it  is  not  easy. 
"  But  the  committee  incline  to  the  view  that  a  partial 
'■  solution  might  be  found  if  transfers,  from  revenue 
"  to  capital  expenditure,  were  governed  by  principles 
"  somewhat  less  rigid  than  those  that  are  understood 
"  to  prevail  in  the  finance  department"  (page  604). 
Could  you  tell  me  what  the  committee  had  in  mind  in 
that  sentence  ? — I  fancy  it  is  railways. 

7248.  Could  you  explain  to  me  a  little  more  defi- 
nitely ? — The  Indian  community  all  over  India — at 
Bombay,  at  Karachi,  and  at  Calcutta  —  have  been 
urging  upon  Government  to  give  them  more  money 
for  railway  finance ;  and  the  Bengal  Chamber  of  Com- 
merce, observing  that  large  balances  are  at  present 
held  by  the  India  Office,  think  that  they  should  be 
partly  given  out  for  capital  expenditure,  such  as  rail- 
ways, without  beiug  so  rigidly  held.  That,  I  think,  is 
the  correct  meaning  of  it. 

7249.  It  comes  to  this,  that  they  think  the  sui-plus 
balances  ought  to  be  more  immediately  devoted  to 
capital  construction  ? — That  is  so. 

7250.  As  regards  the  question  of  security  for  loans 
in  India  from  the  balances  there,  in  the  first  place  may 
I  ask  you  whether,  in  your  opinion,  it  would  be  desirable 
that  on  good  security  the  Government  should,  as  far  as 
they  can,  lend  money  say  to  ihe  Presidency  banks  in 
the  busy  season  of  the  year  in  India  ? — I  should  say 
that  it  would  be  very  desirable  up  to  a  certain  point, 
provided  they  gave  the  Presidency  banks  a  puU  in  the 
rate.  At  present  they  will  only  lend  to  the  Presidency 
banks  at  the  official  bank  rate,  which  I  am  afraid  is  not 
much  use. 

7251.  To  make  it  of  use  you  feel  that  the  banks 
must  have  some  reward  for  handUng  the  money  ? — Yes  ; 
I  should  say  1  per  cent. 

7252.  Subject  to  that,  do  you  think  it  would  be  an 
advantage  to  India  if  these  balances  could  be  put  at 
the  disposal  of  the  money  market  in  the  busy  season 
through  the  banks  ? — Yes,  to  a  reasonable  extent. 

The  witness 


7263.  It  was  suggested  to  us  by  a  witness  that  if 
that  were  done,  one  result  would  be  to  enable  the  banks 
to  hold  a  considerably  larger  amount  of  Government 
securities  ;  do  you  think  that  would  be  so  ? — It  might 
not  be  so  in  the  busy  season  ;  it  might  be  in  the  slack 
season. 

7254.  The  suggestion  that  was  made  was  that  as 
they  would  be  able  to  borrow  against  securities  in  the 
busy  season,  and  as  they  would  be  glad  to  have  that 
investment  in  the  slack  season,  it  would  enable  them  to 
carry  a  larger  amount  of  secuiities,  because  on  the 
securities  they  could  obtain  the  money  they  wanted  to 
work  their  business  in  the  busy  season  ? — That  is  quite 
feasible  I  should  think,  and  reasonable. 

7255.  That  commends  itself  to  you  ? — Yes,  it  does. 
7266.  Is  there  anything  you  would  like  to  add  to 

what  you  have  said  in  answer  to  the  questions  put  by 
the  Commission  ? — I  would  like  to  add  this  on  the 
question  of  Indian  railway  finance.  I  do  not  know 
whether  I  have  made  it  quite  clear  in  my  evidence  that 
it  would  be  most  desirable  that  Government  should  be 
prepared  to  state  definitely  that  they  would  give  a 
minimum  sum  of,  say,  11  or  12  milfions  for  a  fixed 
period  of  three  to  five  years,  irrespective  of  what  they 
would  be  prepared  to  allot  during  these  years  out  of 
balances.  That  would  enable  those  who  are  controlling 
the  railways  to  make  their  programme  in  advance  much 
more  efficiently  and  economically.  That  is  really  my 
main  point  as  regards  the  railways. 

7257.  When  you  say  "irrespective  of  what  they 
"  would  be  prepared  to  aUot  out  of  balances,"  does 
that  mean  out  of  the  surpluses  of  revenue  ? — Yes. 

7258.  When  you  say  irrespective  of  that,  do  you 
mean  inclusive  of  it? — No.  What  I  mean  is,  let  us 
have  a  certainty  for  five  years  of  11  millions,  then  the 
railway  boards  can  go  to  work  upon  that.  Probably, 
the  11  millions  is  not  sufficient,  but  the  balances 
can  be  allotted  annually  without  the  fixed  five  years' 
period. 

7259.  Do  you  think  that  the  Secretary  of  State 
could  safely  and  wisely  have  boiTowed  much  more  for 
railway  constmction  under  the  circumstances  of  the 
markets  in  recent  years  than  he  has  done  ? — I  do. 

7260.  Without  injiiriously  affecting  the  credit  of 
India  ? — Yes. 

7261.  (Lord  Faher.)  Do  you  think  that  the  treat- 
ment, carried  out  with  the  utmost  rigour  according  to 
the  agreement,  of  the  whole  of  the  railway  share- 
holders in  the  past  has  discouraged  investors  now  to 
take  up  Indian  railway  loans  ? — No,  I  do  not. 

7262.  You  know  to  what  I  refer— the  repayment  of 
the  Madras  railway  people  at  a  certain  exchange  which 
was  held  to  be  very  hard  at  the  time ;  you  do  not 
thmk  that  interferes  with  it  now  ? — I  do  not. 

7263.  (Sir  Robert  Chalmers.)  People  would  realise 
that  that  was  a  business  proposition  ?— Quite  so.  That 
has  been  forgotten. 

withdrew. 
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7264.  (Chairman.)  You  have,  I  think,  spent  a  lar^e  7265    Would   vnn  taU  m<.  ;«  ,.,i,„4. 
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portion  of  your  life  in  India  ? — Yes,  25  yeai-s. 
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with  the  import  and^xport  business,  and  financing  and 
managing  cotton  mills  chiefly. 

7266.  Most  of  your  time,  I  think,  has  been  spent 
in  Bombay  ? — Mostly  in  Bombay,  but  partly  in  Cal- 
cutta and  partly  in  Madras. 

7267.  In  the  memorandum  that  you  have  submitted 
to  us  {see  Appendix  XXII.,  page  571)  you  draw  atten- 
tion to  the  size  of  the  Government  balances  in  India 
during  the  Isusy  season.  We  have  had  it  in  evidence 
that  the  minimum  working  balance  which  the  Govern- 
ment considers  to  be  required  is  about  12  crores  or  8 
millions  sterling,  and  that  in  order  to  be  siire  of  having 
a  balance  of  this  amount  in  November,  the  Government 
aims  at  a  balance  of  something  over  18  crores  or  12§ 
millions  sterling  on  the  31st  March.  Do  you  think 
that  12  crores  is  too  big  for  a  minimum  balance  f — I 
am  afraid  I  cannot  express  an  opinion  on  that. 

7268.  May  I  take  it  on  the  whole  that  if  you  were 
assured  that  the  Government  of  India  had  not  arrived 
at  that  figure  by  guesswork,  but  that  they  had  settled 
it  after  periodical  re-examination  of  their  requirements, 

-you  would  not  be  inclined  to  challenge  their  decision  ? 
— That  is  so. 

7269.  Granted,  then,  that  their  view  is  right  and 
that  they  require  12  crores  in  November,  is  it  your 
view  that  they  should  find  some  means  of  making  the 
extra  6  or  7  crores,  which  they  accumulate  from  Novem- 
ber to  March,  available  for  commerce  during  the  busy 
season  ? — If  it  is  wanted. 

7270.  Do  you  think  that  the  trade  of  India  would 
require  large  assistance  ? — It  certainly  would  at  such 
times  as  last  year  and  the  two  previous  years,  and 
many  others  in  my  recollection. 

7271.  To  what  extent  do  you  think,  in  round  figures  ? 
"Would  the  assistance  they  require  reach  such  a  figure 
as  3  crores  ? — It  is  very  difficult  to  say.  Ton  would 
gradually  feel  the  effect  of  money  being  taken  off,  and 
you  would  gradually  feel  the  effect  of  it  being  put  on. 
Our  trouble  is  that  it  is  taken  off  to  such  an  extent 
that  it  seriously  hampers  our  trade. 

7272.  Do  you  attribute  the  stringency,  which  I 
think  occurs  pretty  regularly  in  the  busy  season, 
mainly  to  the  fact  of  the  activity  of  the  Government 
in  collecting  their  taxes  at  that  moment  ? — I  think 
it  must  always  occur  in  India  that  you  have  stringency 
in  the  busy  season.     That  cannot  be  avoided,  I  think. 

7273.  Even  apart  from  the  operations  of  Govern- 
ment ? — "Even  apart  from  that. 

7274.  In  your  opinion,  that  stringency  might  be 
lessened,  and  it  would  be  to  the  advantage  of  the  trade 
to  do  so,  if  Government  placed  at  the  disposal  of  trade 
a  portion  of  their  balances  P — Tes. 

7275.  Would  you  propose  that  they  should  lend  to 
the  Presidency  banks  ? — I  think  they  ought  to  have 
some  system  on  which  they  lend.  I  do  not  think  it  is 
much  good,  unless  you  can  rely  on  having  the  money 
at  your  disposal  when-  you  require  it,  and  to  the  extent 
that  you  require  it,  as  far  as  it  is  available. 

7276.  In  what  way  do  you  think  Government  should 
make  it  available  ?  Should  they  lend  to  the  Presidency 
banks  only,  or  to  all  banks,  or  to  private  bori-owers  ? — 
My  view  is  that  they  should  have  an  organisation  to 
which  they  should  lend,  or  in  which  they  should  place 
their  available  funds  for  the  use  of  the  countiy. 

7277.  Tou  mean  a  central  banking  institution  ? — 
Tes,  practically  that. 

7278.  Wovdd  you  propose  that  they  should  lend  to 
that  institution  without  security,  or  simply  deposit 
their  balances  with  them,  or  that  they  should  take 
security? — They  would  not  require  security,  I  think, 
if  the  bank  were  strong  enough— that  would  be  the 
security  —  and  if  they  exercised  control  over  the 
management  and  direction  of  the  bank. 

7279.  Is  the  kind  of  institution  which  you  contem- 
plate a  semi-Government  financial  institution? — Tes, 
certainly,  with  a  good  deal  of  Government  control 
over  it. 

7280.  That  raises  the  question  of  a  State  bank,  and 
and  I  will  return  to  that  later.  Suppose  that  the 
Commission  did  not  recommend,  or  did  not  find  it 
desu-able  to  adopt  the  proposal  for,  a  State  bank, 
would  you  still  consider  it  advisable  that  the  Govern- 


ment  should  lend  out  its  balances  in  the  busy  season  ? 
— I  think  so. 

7281.  In  that  case,  would  you  propose  that  they 
shoiild  lend  to  the  Presidency  banks  ? — Tes. 

7'282.  Would  you  in  that  case  ask  the  baiiks  for 
security  ? — If  Government  were  not  satisfied  with  the 
banks'  position,  which  they  control  very  largely  by  the 
Banks'  Act. 

7283.  Tou  are,  of  course,  aware  that  the  Presidency 
banks  have  considerable  Government  balances  under 
present  circumstances  ? — Tes,  they  have. 

7284.  It  might  be,  without  in  any  way  casting 
reflections  on  the  security  or  stability  of  the  institution, 
that  any  further  sum  should  be  required  to  be  covered 
by  securities  ? — That  might  be  so. 

7285.  Tou  do  not  hold  a  strong  opinion,  I  gather, 
either  way  on  it  ? — No. 

7286.  In  so  far  as  the  sale  of  Council  Bills  has  been 
carried  on,  does  not  that  tend  to  release  these  balances 
for  the  benefit  of  the  public  ? — ^It  does. 

7287.  Do  you  think  that  the  relief  reaches  the 
internal  trade  of  India,  or  is  it  mainly  confined  to  the 
export  ti"ade  ? — It  can  only  reach  the  internal  trade 
through  those  who  have  access  to  the  London  market. 

7288.  Do  you  think  that  through  them  it  does 
reach  the  internal  trade  ? — Tes. 

7289.  How  far  do  you  think  the  money  reaches  in 
the  internal  trade  of  India ;  does  it  go  into  the  hands 
of  the  natives  ? — It  passes  from  the  banks  into  the 
hands  of  the  native  shroffs,  as  they  are  called. 

7290.  (Sir  Robert  Chalmers.)  Would  the  mahajans, 
the  native  bankers,  get  the  money  ? — Tes. 

7291.  (Chairman.)  Tou  are  familar  with  the  system 
of  reserve  treastu-ies  in  India,  I  presume? — Tes,  to 
some  extent. 

7292.  Do  you  suggest  that  it  would  be  well  to 
close  them,  and  to  hand  over  all  the  balances  in  them 
to  some  financial  institution  ? — Do  you  mean  to  say 
hand  them  over  absolutely  free  ? 

7293.  Not  necessarily,  but  to  make  use  of  the 
branches  of  a  bank  or  banks  in  place  of  maintaining 
official  treasuries  ? — I  think  the  reserve  should  be 
maintained  very  strictly. 

7294.  I  a,m  not  speaking  of  the  reserve  in  the  sense 
of  the  Gold  Standard  Reserve  or  the  Paper  Currency 
Reserve ;  I  am  speaking  of  the  reserve  treasuries  ? — 
Where  Govermnent  holds  amounts  which  they  think 
they  will  require  ? 

7295.  Tes.  Do  you  think  that  if  there  were  a 
central  institution  it  would  be  possible  for  the  Govern- 
ment to  close  the  reserve  treasuries,  and  to  depend 
upon  the  banks  to  do  what  is  in  effect  their  banking 
in  the  different  centres  ? — I  think  it  would,  very  largely. 

7296.  The  Government  has  offered,  on  certain 
conditions,  to  make  loans  to  the  Presidency  banks  at 
busy  times  even  now,  but  those  offers  have  not  been 
taken  advantage  of ;  do  you  know  why  ? — I  was  not . 
aware  of  that.  I  understood  they  had  refused  to  lend 
to  individuals  on  security  ;  that  is  all  I  have  heard. 

7297.  It  may  be  a  question  of  the  terms.  Tou  said 
just  now  that,  in  order  to  make  this  proposal  work,  it 
would  be  desirable  that  it  should  be  placed  upon  a 
systematic  basis,  and  that  trade  should  be  able  to 
count  upon  that  assistance,  I  think  ? — -Tes. 

7298.  Have  you  reflected  what  might  happen  if  that 
had  been  done,  and  for  four  or  five  years  such  assist- 
ance had  been  rendered  in  the  busy  season,  and  then, 
owing  to^adverae  circumstances,  the  failure  of  the 
revenue,  or  very  large  expenditure,  the  Government 
was  unable  to  give  that  assistance  in  a  pai-ticular 
year  ? — If  the  Government  had  not  the  funds  available, 
there  would  be  no  point  in  asking  them  for  it. 

7299.  What  has  been  suggested  to  us  is  that  trade 
might  come  to  count  upon  that  assistance,  and  that 
when  it  failed  in  a  bad  year,  the  last  state  of  trade 
would  be  worse  than  the  first  ? — I  am  afraid  we  always 
count  on  a  good  many  things  which  are  dependent  on 
other  circumstances. 

7300.  In  saying  that  you  ought  to  be  able  to  count 
upon  that  assistance,  you  recognise,  do  you  not,  that 
there  might  be  times  when  the  Indian  Government 
could  not  give  it  ? — Certainly. 
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7301.  There  is  another  point  which  has  been  put  to 
us.  What  do  you  take  to  be  the  busy  months  of  the 
year  in  which  this  trade  demand  arises  ? — I  think  in 
Bengal  about  October  to  December ;  in  the  ivest  about 
January  to  March. 

7302.  It  has  been  suggested  to  us  that  Government 
has  no  surplus  balance  to  speak  of  until,  about  the 
middle  of  January  ? — That  might  be  so  sometimes. 

7303.  In  that  case  the  relief  which  they  could  give 
would  be  partial .' — Tes. 

7304.  I  presume  that,  provided  the  i-elief  be  given, 
you  would  not  mind  very  much  from  what  source  the 
funds  were  derived  ? — 'No. 

7305.  Have  you  ever  thought  whether  they  might 
be  advantageously  drawn  from  the  currency  reserve  by 
some  increase  of  the  fiduciary  portion,  instead  of  from 
the  Treasury  balances  ? — I  have  not  considered  that. 

7306.  A  suggestion  has  been  ma,de  to  us  that  the 
fiduciary  portion  of  the  note  issue  might  be  raised,  and 
that  the  whole  of  the  amount  allowed  to  be  in, a 
fiduciary  position  should  not  be  permanently  invested, 
b;ut  that  a  portion  of  it  should  be  kept  for  loaning  out 
on  seciirity  in  the  busy  season ;  would  that  meet  yom- 
view? — ^I  am  afraid  I  have  not  considered  that  point 
at  all. 

73()7.  Ton  say  iri  section  A-.  paragraph  12. (page  572), 
it  is  remarkable  "  that  the  balances  and  currency  of  India 
"',  should  be  under  the  control  of  authorities  ia  India 
"  and  London  who  may  be  said  to  be  almost  isolated 
"  from  the  money  markets,  and  the  chief  commercial 
"  centres  of  India."  Where  do  you  think  the  control 
ought  to  be  placed  ? — ^I  thiok  it  ought  to  be  in  the 
market  itself — in  the  money  piarkets  and  the  commer- 
cial centres. 

7308.  Can  you  translate  that  into  practical  measures 
for  ime  ? — We  come  back  to  this  State  bank  question 
again. 

7309.  I  suppose  Calcutta  would  be  the  chief  financial 
centre  of  India,  would  it  not  ? — Calcutta  and  Bombay 
are  both  very  large  centres. 

7310.  But  you  must  have  yom-  head  office  in  one  or 
the  other  ? — Probably,  yes.    , 

7311.  In  the  past  the  control  has  practically  been 
centred  in  Calcutta  ?: — It  has  been. 

7312.  Merely  as  a  matter  of  geography  you  could 
not  use  a  better,  place  ?^I  do  not  suppose  you  could,- 

7313.  It  is  not  in  your  mind,  supposing  the  Govern- 
ment of  India  had  remained  at  Calcutta,  that  the 
Finance  Department  ought  to  have  been  centred  else- 
where in  order  to  be  in  closer  touch  with  banking  and 
commercial  centres  ? — ■'No. 

7314.  Now  I  come  to  the  question  of  a  central  bank. 
Will  you  tell  me  shortly  why  you  make  the  proposal 
to  have  such  a  bank ;  what  are  the  advantages  which 
you  think  India  would  derive  from  it  ? — ^In  the  fi^st 
place,  the  control  of  the  finances  would  be  in  the 
commercial  centres,  where  the  moiiey  is  wanted  and 
where  large  financial  operations  take  place.  They 
would  control  the  balances  and  the  reserves,  and  make 
them  available,  as  far  as  might  be  desirable,  to  trade. 
No  doubt  theiy  would  guide  the  people  aa  to  the  best 
form  of  currency  they  ought  to  use,  and,  if  it  were 
paper  currency,  they  would  take  steps  to  popularise  it. 
I  think  it  must  be  recognised  that  the  conditions  in 
India  have  changed  a  good  deal  of  late,  and  that  we 
are  coining  in  one  way  to  rather  a  critical  stage.  The 
people  have  become  very  much  wealthier  during  the 
last  few  yeai's,  and  they  are  beginning  to  learn  to  use 
their  wealth.  I  do  not  suppose  at  any  time  they 
wanted  more  gmdance  in  that  matter  than  they  do  at 
present. 

7315.  Do  you  think  that  they  would  get  the  guid- 
ance better  from  a  central  institution  than  they  do  at 
the  present  time  from  the  Presidency  and  joint  stock 
banks  ? — Certainly  I  think  so. 

7316.  For  what  reason  ? — It  is  nobody's  particular 
interest  to  teach  them  now. 

7317.  What  you  want  to  teach  them,  I  suppose 

would  be  to  bi-ing  their  money  out  of  the  hoards  ? 

That  is  so.  . ..        , 

7318.  And  to  turn  it  to  profitable  uses  through  the 
banks  ? — Tes. 


7319.  Is  not  that  very  much  the  interest  of  the 
existing  institutions ." — It  may  be  their  interest,  but  I 
do  not  think  it  is  one  of  their  avowed  objects. 

7320.  India  is  a  veiy  big  country,  is  it  not  ? — Tes. 

7321.  Prima  facie  I  should  have  supposed  that, 
with  all  these  varying  circumstances  in  the  different 
parts,  local  institutions  would  be  more  likely  to  get 
at  the  people  than  one  great  central  bank  P — ^But  I 
think  you  could  use  your  local  institutions ,  equally 
well  under  central  control. 

73^2.  Ton  say  in  your  memorandum  that  you  do  not 
propose  to  attempt  to  construct  the  organisation;  but 
J  yrant  to  press  you  a  little  to  help  us  in  that  matter. 
Do  you  suggest  that  the  three  Presidency  banks  should 
be  a;pa;lgan^ated  ?— Tes.  ,     , 

7323.  It  is  not  an  entirely  new  institution  that  you 
suggest  should  be  superirnposed.on  them  ? — rNo. 

7324.  But  they  are  to  be  amalgamated  as  the 
foundation  of  a  new  one? — -Tes. 

7325.  What  sort  of  capital  do  you  think  such  an 
institution  ought  to  possess  ? — Their  capital  and  resenres 
at  present,  seem  to  be  sufficient  for  their  purposes. 
I  do  not  think  I  can  go  beyond  that. 

7326.  Therefore,  in  proposing  a  central  bank,  it  is 
not  vrith  a  view  of  increasing  the  banking  capital  of 
India,,  but  in  order  to  make  the  best  use  of  the  capital 
which  now  exists  ? — That  is  so. 

7327.  I  suppose  you ,  contemplate  that  they  would 
have  local  boards  in  the  different  Presidencies  ?^-Lom1 
boards,  very  much  with  the  same  powers  and  the  same 
duties  as  they  have  now  in  each  Presidency,  bank. 

.  7328.  With,  a  central,  board  somewhere  advising  the 
whole? — Tes.   '  ,       , 

.  ,7329.  Where  would  yoxx  think  of  placing  the  central 
■  boax'd? — One  would  like  to  have  the,  constitution  of  the 
central  board  such  as  would  represent  the  whole  country 
as  far ,  as  pQssible.  That  being  so,  I  do  not  think  it 
matters  vBry  much  for  what  reasons  you  choose,  any 
partiQvdar  place,  so  long,  as  this  is  effected. 

7330.  In  order  to  make  the  central  board  repre- 
sentative of  the  whole  qf  India,  you  would  have  tp  take 
men  in  close  touch,  I  suppose,,  with  the  ti;ade  and 
business  of,  places  very  remote  from  one  another  ? — Tou 
would. 

7331.  Wherever, you,  put  the  head  office  of  the  bank, 
coijld^you,  in  the  circumstances  of  India,  find  directors 
wio  possess  the  local  knowledge  which  you  have  made 
a  condition,  and  yet  who  could  afford, to  give  the  time 
to  come  to  that  centre  whenever  wanted  ? — I  am  afraid  I 
regard  the  directors  as  not  nearly  go  important  as  the 
executive ;  and  therefore,  if  the  directors  could  be  kept 
in  touch  with  the  executive,  I  think  that  a  great  deal 
could  be  done  in  the  way  of  letting  the  board  represent 
the  whole  country. 

7332.  Ton  do  not  contemplate  in  fact  that  the  board 
would  meet  weekly,  or  anything  of  that  kind  ?— No. 

7333.  The,real  management  andcontrol  would  be  in 
the  hands  of  certain,  executive  officers  ?— Certainly. 

7334.  The  gene^-al  managers  ?— Certainly. 

*!,  I^^^'  \°^  propose,  I  think  you  told -me,  to  give  to 
the  bank  the  management  of  the  currency;  would  you 
entrust  them  with  the  management  of  the  sale  of 
Council  Drafts  ?— Tes. 

7336.  Would  you  aUow  them  to  deal  in  exchange 
generally  ? — No. 

7337.  Would  you  give  them  a  London  office  .P— Tes. 

7338  Would  they  have  the  whole  of  the  Govern- 
ment balances  ? — Tes. 

7339  Do  you  think  that  a  bank  which  was  formed 
merely  by  the  amalgamation  of  the  capital  and  reserves 
ot  the^  existmg  Presidency  banks  would  be  of  such 
strengtii  as  to  justify  the  Government  entrustmg  it, 
withoutsecunty,  withsucha  very  large  sum?— I  havesaid 
tnat  i  have  rather  an  open  mind  on  that.  All  I  say  at 
present  is  that  the  banks'  funds  are  sufficient  for  their 
requirements. 

7340.  Do  you  contemplate  that  the  Government 
r  1  =■  ml^  ^""^  control  over  the  operations  of  this 
panK,!-— ihey  jvould  certainly  have  some,  but  I  think 
their  mam  control  would  be  perhaps  in  nominating  all 
the  directprs  of  the  central  board,  and  i,osfliw7t,l,e 
managers  of  the  branches. 
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7341.  Do  you  think  that  the  Government  should 
nominate  the  directors  of  the  central  board? — Cei-tainly. 

7342.  Not  that  the  shareholders  should  ?— No.  If 
the  Government  are  going  to  put  their  funds  to  such 
an  extent  into  the  hands  of  a  bank,  I  think  the  Govern- 
ment should  have  the  right  to  nominate  the  men  who 
will  be  the  controllers  of  that  bank. 

7343.  In  that  case  you  will  agree  with  me  that  the 
responsibility  oi  the  Government  will  be  very  heavy. 
If  they  nominate  the  directors  who  have  the  supreme 
control  of  the  bank,  the  Government  will  iu  fact  be 
themselves  responsible  for  the  safety  and  security  of 
the  bank  ?— They  have  got  all  their  funds  in  the  bank. 
I  think  Government  are  quite  capable  of  taking  the 
responsibility,  and  of  carrying  it  out  exceedingly  well. 

7344.  If  the  Government  is  to  play  so  large  a  pai;t 
in  the  institution  you  contemplate  as  you  have  just 
described,  is  there  a  veiry  great  di£Eerence  in  fact 
between  what  they  have  to  do  now  and  what  they  wUl 
have  to  do  then  ? — ^I  thiuk  the  difference  is  very  great, 
because  the  people  who  control  the  finances  at  present, 
we,  as  merchants,  never  see,  and  we  are  not  in  touch 
with  them. 

7345.  "Would  not  the  real  difference  be  that  the 
Government  would  be  working  through  bank  managers 
instead  of  through  officers  of  the  Finance  Department  P 
— On  the  spot,  yes, 

7346.  I  suggest  to  you  that  it  even  comes  to  this, 
that  the  managers  of  the  bank  would  in  fact  be 
Government  officials,  though  possibly  brained  in  a 
different  way,  and  no  doubt  entering  the  service 
through  a  different  door.  To  all  intents  and  purposes 
the  men  on  whom  the  real  practical  responsibility 
would  rest  would  be  as  much  Government  officials  and 
as  much  responsible  to  the  Government  of  India  as  the 
members  of  the  Finance  Department  are  now,  would 
they  not  ? — No,  I  think  not. 

7347.  The  directors  of  the  bank  would  be  nominated 
by  the  Government  ? — The  Government  would  'nomi- 
nate to  the  central  board. 

7348.  The  control  of  the  managers  would  be 
entrusted  to  the  central  board  so  nominated  ? — That 
is  so. 

7349.  And  the  managers  would  act  under  the 
supervision  and  instruction,  as  far  as  given,  of  that 
central  board  ? — The  local  managers  woidd. 

7350.  And  even  the  head  manager,  wotdd  he  not  ? 
— I  take  it  he  would  be  one  of  the  board,  and  a  very 
important  member  of  the  board. 

7361.  Then  in  that  case,  the  head  manager  or 
managers  would  also  be  nominated  by  the  Government 
if  he  or  they  were  members  of  the  central  board  ? — 
Certainly. 

7362.  Except  in  name,  what  would  be  the  difference 
between  their  position  and  that  of  a  Government 
official  ? — The  manager  of  a  bank  would  be  absolutely 
independent.  He  would  be  working  with  his  colleagues 
who  were  nominated  by,  btit  who  were  not  under  the 
orders  of,  the  Government. 

7353.  But  the  Government  could  displace  him  at 
any  moment  subject  to  any  agreement  that  was  made, 
could  they  not  P — Tes. 

7354.  If  the  Govei-nment  were  dissatisfied  with  a 
manager,  that  dissatisfaction  would  find  expression  by 
the  nominees  of  the  Government  on  the  central  board  ? 
Yes. 

7355.  Who  would  remove  the  manager? — Pre- 
sumably. 

7356.  Why  I  am  pressing  you  on  this  is  beca-use  it 
has  been  put  to  us  that,  if  there  was  any  advantage  in 
a  central  bank,  the  first  and  giieatest  advantage  would 
be  that  it  would  relieve  the  Government  of  much  of  its 
present  responsibility ;  but  the  organisation  which  you 
sketch  seems  to  me  to  leave  the  Government  at  one  or 
two  removes  still  responsible  for  the  management  of  the 
cun-ency,  for  the  sale  of  Council  Bills  and  Drafts,  and 
for  the  management  of  theii-  balances ;  and  to  super- 
impose upon  that  responsibility  a  responsibility  for  all 
the  ordinary  banking  business  of  India  ? — I  do  not 
think  I  quite  regard  it  in  that  way.  I  think,  having 
appointed  them,  they  then  do  the  work. 

7357.  I  am  going  to  take  what  is,  I  hope,  an  imlikely 
supposition.     Suppose  they  managed  the  bank  rashly 


and  landed  it  in  difficulties,  could  the  Government  of 
India  be  indifferent  to  what  would  befall  such  a  bank  ? 
— Certainly  not. 

7368.  The  people  of  India  would  look  to  them  to 
maintain  the  bank  ? — Certainly. 

7359.  Do  you  think  it  woidd  be  regarded  by  those 
who  have  entrusted  deposits  to  it,  or  who  are  other- 
wise its  creditors,  as  having  a  sort  of  State  guarantee 
behind  it? — I  do  not  think  so. 

7360.  I  think  you  do  agree  that  at  any  rate  it  would 
be  so  intimately  associated  with  Government  that 
Government  could  not  allow  it  to  pay  the  penalty  of 
its  own  mismanagement  ? — In  the  Government's  own 
interest,  yes. 

7361.  I  think  you  did  say  to  me  that,  provided 
there  were  local  boards,  the  local  interests  would  not 
suffer  through  the  centralisation  of  the  supreme  power 
in  a  single  place  ? — On  the  contrary,  I  think  they  would 
benefit,  because  they  would  have  a  direct  officer  to  go 
to  always  available,  instead  of  having  to  approach  an 
officer  of  Government  who  might  or  might  not  be 
available. 

7362.  You  told  me  that  in  your  opinion  this  bank 
ought  to  have  a  London  office :  would  you  propose  that 
the  London  balances  of  the  Secretary  of  State  should 
be  kept  with  this  London  office  P — I  think  they  would 
be  under  the  control  of  the  bank  in  India.  They 
would  place  them  wherever  they  thought  desirable  and 
expedient. 

7363.  As  regards  the  management  of  the  balances 
generally,  apart,  from  your  desire  to  see  them  entrusted 
to  a  central  bank  and  made  available  in  that  way  for 
trade,  have  you  any  criticisms  to  make  on  the  recent 
action  of  the  Government  of  India  or  the  Secretai-y  of 
State  ?— No. 

7364.  Turning  now  to  the  Gold  Standard  Reserve, 
I  think  you  apprbve  of  the  establishment  of  that 
resei"ve  ? — Yes. 

7365.  But  you  think  that  the  measures  taken  up  to 
date  have  not  gained  public  confidence  ? — That  is  so. 

7366.  And  that  you  attribute  in  part  to  the  experi- 
ence of  1907  and  1908  P— I  do. 

7367.  In  section  B.,  paragraph  5  (page573),  youspeak 
"  of  the  imcertainty  as  to  whether  the  authorities  would 
"  take  the  steps  they  eventually  did  to  maintain  the 
"  exchange  level  at  that  time  "  :  what  do  you  refer  to 
specifically  there? — They  agreed  to  draw  bills  on 
London  at  Is.  Sffd.  I  think  the  notice  agx-eeing  to  that 
is  dated  March,  1908. 

7368.  At  that  time  the  Government  of  India  and 
the  Secretary  of  State  were  dealing  with  certain  con- 
ditions, as  it  were,  imfamiliar  to  them,  were  they  not  P 
— They  were. 

7369.  Do  you  think  there  is  still  uncfertainty  as  to 
whether  they  would  use  all  their  resources  now  to 
maintain  exchange  if  exchange  was  threatened  P — I 
think  they  would  use  then-  resources.  They  always 
intended  to  use  their  resoui-ces,  and  they  thought  their 
geneiul  resources  were  strong  enough. 

7370.  May  I  take  it  that  you  yourself  do  not  share 
the  suspicion  that  "  the  maintenance  of  exchange  is  at 
"  times  subordinated  to  other  interests,"  though  you 
feel  that  other  people,  or  the  Indian  public  generally, 
are  not  absolutely  convinced  that  it  is  not  so  ? — I  am 
not  convinced. 

7371.  You  agree  that  it  is  probable  that  they  would 
use  all  their  resources  for  the  maintenance  of  exchange  ? 
— But  they  might  cause  veiy  heavy  loss  to  us  all  before 
they  did  so. 

7372.  By  acting  too  late,  do  you  mean  P — Yes. 

7373.  WiU'yoii  teU  me  what  you  mean  by  "the 
"  suspicion  which  undoubtedly  exists  that  the  main- 
"  tenance  of  exchange  is  at  times  subordinated  to 
"  other  interest  in  the  handling  of  Council  Drafts  "  ? — 
Shall  I  take  a  specific  instance  ? 

7374.  If  you  please? — ^Rightly  or  wrongly,  the 
general  view  which  one  has  heard  expressed  in  Bombay 
this  year  when  Councils  were  being  sold  in  very  lai-ge 
quantities  and  veiy  much  in  excess  of  the  Budget,  was 
that  they  were  not  being  sold  with  any  idea  of  the 
maintenance  of  exchange,  but  that  they  were  beino-. 
sold  rather  in  disregai-d  of  exchange. 
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7375.  The  Secretary  of  State  had  large  sums  which 
he  wanted  to  transfer  over  here  P — Yes. 

7376.  Do  you  think  he  was  wrong  to  transfer  them  ? 
— We  are  getting  on  to  rather  another  point. 

7377.  Do  you  mind  answering  that  question  ?  I 
will  put  it  to  you  rather  difEerently,  as  perhaps  you  do 
not  quite  see  what  I  am  pointing  to.  The  Secretary  of 
State  has  a  continuous  need  for  new  capital  for 
development  purposes  in  India,  and  a  large  portion 
of  the  expenditure  is  incurred  in  England  for  railway 
material  and  so  forth  ? — -That  is  so. 

7378.  If  he  has  unexpectedly  large  surpluses  in 
India,  can  he  use  them  better  than  by  bringing  them 
home  to  meet  that  expenditure  ? — If  he  has  definite 
expenditure  in  view  he  cannot. 

7379.  Even  if  he  has  not  at  the  moment  definite 
expenditure  in  view,  but  foresees  that  his  future 
requirements  will  be  large,  does  he  not  act  wisely  if 
he  brings  the  money  over  when  he  can  P — He  does. 

7380.  Then  I  do  not  quite  see  why  you  criticise  him 
for  having  sold  Council  Drafts  freely  when  the  money 
was  available  in  India,  in  order  that  he  might  bring  it 
to  this  side  for  future  use  in  that  way  ? — Is  there  any 
reason  to  suppose  that  he  did  urgently  require  money 
then,  and  could  not  equally  well  bring  it  home  later 
on  ?  I  have  not  got  before  me  the  fiigure  of  his  gold 
balances. 

7381.  Would  your  criticisms  be  met,  do  you  think, 
if  it  were  possible  to  put  the  management  of  the  Gold 
Standard  Reserve  under  statutoiy  conditions  P — I 
think  it  would  be  better  on  the  whole. 

7382.  In  such  a  case,  what  are  the  kind  of  condi- 
tions that  you  would  like  to  see  laid  down  so  as  to 
insui'e  the  confidence  of  the  Indian  public  in  the 
management  of  the  resei-ve  ? — I  should  like  a  certain 
proportion  in  gold,  and  I  do  not  mind  how  large  a 
proportion  in  short  loans  and  such  things  in  London. 
I  have  no  definite  idea  as  to  the  proportion. 

7383.  In  mentioning  those  two  forms  in  which  the 
resei"ve  might  be  held,  do  you  desire  to  exclude  the 
Secretary  of  State  from  holding  securities  without  any 
time  for  repayment  ? — 1  distinguish  between  the  two. 

7384.  In  the  meantime  you  are  anxious  that  the 
whole  profit  of  the  rupee  coinage  should  go  to  the 
Gold  Standard  Reserve  ? — That  is  tte  ideal. 

7385.  On  the  subject  of  gold  coiuage  and  the 
opening  of  a  gold  mint,  I  think  you  do  not  yourself 
favour  either  of  those  proposals  ? — That  is  so. 

7386.  I  gather  from  your  memorandum  that  your 
view  is  that  gold  coinage  is  wasteful  compared  with 
other  methods  of  currency  P — That  is  so. 

7387.  And  that  gold  in  reseiwe  is  much  more 
effective  for  the  maintenance  of  exchange  than  gold  in 
circulation  ? — Tes. 

7388.  Do  you  think  that  in  a  time  of  crisis  gold 
would  come  out  from  the  hoards  to  support  exchange  ? 
— I  think  it  would  be  the  very  last  thing  to  come  out, 
because  it  is  the  one  they  would  hang  on  to  longest  as 
being  the  best. 

7389.  Ton  yourself  suggest  to  us  that  some  serious 
attempt  should  be  made  to  attract  the  mass  of  unpro- 
ductive wealth  from  its  hiding  places  ? — -Tes. 

7390.  That  would  no  doubt  be  a  very  desu-able 
thing  to  do ;  but  what  have  you  in  yom-  mind  as  the 
steps  which  the  Government  might  take  P  Is  it  any- 
thing more  than  the  belief  that  you  have  already 
expressed  that  the  establishment  of  a  central  bank 
would  educate  the  people  P — I  think  the  efEect  of  the 
organisation  of  a  State  bank  would  be  to  teach  the 
people  to  briag  out  their  money  and  to  use  their 
money. 

7391.  I  suppose  ia  many  cases  these  hoards  are  held 
by  people  who  are  too  far  away  from  any  bank,  or  any 
place  where  a  bank  is  likely  to  come,  for  a  bank  to  take 
the  place  of  a  hoard  with  them  P — The  treasuries  are 
pretty  widespread  over  the  country.  I  do  not  think 
there  is  any  place  in  India  that  is  inaccessible. 

7392.  I  think  you  suggest  something  might  be  done 
by  raising  the  limit  for  Savings  Bank  deposits  P — I 
have  since  learnt  that  that  has  recently  been  done. 

7393.  And  you  do  not  suggest  that  it  should  be 
carried  further  ? — I  think  not  at  present ;  it  has  been 
raised  considerably. 


7394.  (Mr.  Qillan.)  Are  you  referring  to  the  raising 
to  500  rupees  P — Tes,  in  1912  I  think,  when  it  was 
raised  to  that  from,  I  believe,  200  rupees. 

7395.  {Chairman.)  Now  I  come  again  to  a  question 
which  I  touched  upon  just  now  in  another  connection. 
In  section  D.,  paragraph  12  (page  576),  you  criticise  the 
practice  which  has  recently  been  resorted  to  of  providing 
for  railway  capital  expenditure  from  revenue,  or  from 
accumulated  cash  balances  which,  as  you  say,  is 
practically  the  same  thing.  I  do  not  quite  follow  your 
objection  there ;  do  you  agree  that  India  can  hardly 
have  too  much  railway  developments — I  do. 

7396.  And  that  it  is  desirable  that  the  authorities 
should  devote  as  much  money  as  they  can  to  pressing 
that  development  forward  P — Yes. 

7397.  I  suppose  you  would  like  to  see  the  Indian 
Government  and  the  Secretary  of  State  adopt  and 
carry  through  a  steady  policy  of  development  ? — Yes. 

7398.  Irrespective  of  the  fluctuations  in  the  Budget  P 
— That  is  the  whole  point. 

7399.  Supposing  they  had  done  that,  and  had  then 
got  an  unforeseen  surplus  of)  let  us  say,  2  millions, 
could  they  spend  that  surplus  better  than  in  relief  of 
borrowing  for  capital  expenditure  or  in  increased 
capital  expenditure  ? — For  relief  of  borrowing  P 

7400.  Yes,  I  will  put  it  in  either  of  two  ways : 
Suppose  you  had  a  programme  of  10  millions  a  year, 
suppose  that  of  that  you  hoped  to  carry  through  haK 
out  of  revenue  and  that  half  remained  to  borrow — I 
am  merely  taking  these  figures  for  illustration — then 
in  a  given  year  you  find  you  have  got  a  surplus  of 

2  millions,  and  the  question  arises  what  should  be  done 
with  that.  You  might  in  that  year  carry  out  a  pro- 
gramme of  12  millions  instead  of  10,  or  you  might 
borrow   3   millions   instead    of   5  .'—I   would    bon-ow 

3  millions  instead  of  5.  You  cannot  change  your 
programme,  I  fancy,  during  the  year. 

7401.  You  might  keep  the  money  in  your  balances 
for  that  year,  with  the  hope  of  spending  it  as  an 
addition  to  the  10  millions  of  the  next  year  P— You 
might. 

_  7402.  Would  you  object  to  that  ? — No,  I  would  not 
object  to  that. 

7403.  Provided  that  they  are  unforeseen  wiadfalls, 
and  provided  that  they  are  made  available  as  i-apidly  as 
possible  for  railway  construction,  you  would  not  criticise 
that  policy  ? — No. 

7404.  The  essence  of  your  criticism  is  that  there 
should  be  a  definite  programme  which  should  be 
irrespective  of  the  fluctuations  of  the  Budget  P— That 
is  my  point. 

7405.  Do  you  think  that  more  money  could  be 
raised  in  India  for  capital  purposes  than  has  been 
raised  in  past  years  ." — I  think  so,  certainly. 

7406.  Would  you  raise  it  in  rupee  securities  P— Yes. 

7407.  In  your  memorandum  you  suggest  the  issue 
of  railway  bonds :  I  am  not  quite  certain  whether  you 
mean  short-dated  bonds  P— No ;  I  mean  the  ordinaiy 
debentures,  or  such  like. 

7408.  How  much  money  do  you  think  you  could 
get  in  India  for  these  purposes  P— There  is  no  end  to 
the  amount  on  which  we  could  count. 

7409.  At  what  rate  of  interest  P— If  they  go  on 
getting  wealthy  as  they  are  doing,  I  do  not  know  how 
low  you  will  get  it. 

7410.  Who  are  the  people  who  will  take  such  loans 
as  are  now  issued  P— Very  largely,  to  begin  with,  the 
Presidency  banks,  but  increasingly  up-countiy,  I 
consider. 

7411.  You  think  they  will  be  taken  by  the  PresiJ- 
ency  banks  or  other  banking  institutions  in  the  first 
mstance;  then  will  they  be  passed  on  to  the  small 
people  or  will  they  be  passed  on  only  to  the  big  people, 
do  you  think  P — I  have  no  very  definite  information, 
but  I  gather  that  they  will  be  passed  on  to  both  small 
and  large. 

7412.  Do  you  think  there  is  a  growing  tendency 
on  the  part  of  the  Indian  people  to  hold  securities  of 
that  kind  P— I  believe  so,  and  I  believe  there  is  an 
enormous  amount  of  money  that  will  be  available  if 
can  be  got  at. 

7413.  Do  I  understand  you  to  think  that  it  would 
be  possible,  with  more  activity  perhaps  I  should  say  in 
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advertising,  to  induoe  a  good  deal  of  money  to  come 
out  of  the  hoards,  and  to  come  into  securities  of  that 
kind  ? — ^I  think  a  very  great  deal. 

7414.  We  have  it  in  evidence  from  one  witness  that 
both  the  Mohammedan  and  Hindu  laws  of  succession 
and  customs,  for  different  reasons,  cause  a  good  deal  of 
gold  to  be  hoarded  ?— I  have  no  experience  of  that. 

7415.  Do  yoa  desire  to  recommend  the  creation  of 
any  new  class  of  securities  in  India  differing  from  the 
rupee  securities  that  have  been  issued  in  the  past  ? — 
Possibly ;  but  it  is  a  very  complicated  subject,  which 
one  could  not  express  an  Opinion  on  without  a  great 
deal  of  enquiiy. 

7416.  Tou  wovild  like  to  leave  that  to  the  managers 
of  the  State  bank  ? — Yes. 

7417.  (Lord  Faher.)  Referring  again  for  one  moment 
to  the  central  bank  ;  if  a  central  bank  is  formed,  and 
that  bank  makes  use  of  large  Government  balances,  at 
present,  at  any  rate,  that  bank  must  be  practically  a 
Government  bank,  and,  therefore,  would  not  relieve 
Government  officials  of  their  great  responsibility,  would 
it  ? — I  hold  that,  having  transferred  the  management 
of  the  bank  to  officers  whom  they  approve,  Government 
would  then  have  fulfilled  its  duty. 

7418.  The  officers  would  be  reaUy  officers  of  Govern- 
ment, and  not  officers  of  the  bank,  would  they  not  ? — 
They  would  be  officers  of  the  bank  nominated  by 
Government. 

7419.  But  the  Government  would  be  the  central 
figure,  because  the  Government  would  supply  a  great 
deal  of  the  money  ? — Tes  ;  and  that  is  why  I  say  they 
must  nominate — -because  they  supply  the  money. 

7420.  The  difficulty,  as  the  Chairman  has  said,  is 
to  many  of  us  that,  although  we  perhaps  should  like  to 
relieve  the  Government  of  what  may  be  more  properly 
called  banking  business,  at  present  we  think  that  the 
preponderating  influence  of  the  Government  money  is 
so  great  that  we  cannot  give  tham  that  relief.  Is  that 
your  opinion  ?  Apparently  you  think  the  Government 
can  be  divested  of  authority  although  the  Government 
would  find  most  of  the  money  ? — Tes. 

7421.  Do  you  think  that  when  the  country  advances 
further  and  becomes  richer,  the  Government  balances 
may  not  be  such  a  preponderating  influence,  and  then 
the  Government  supervision  would  not  be  so  necessary  ? 
"What  is  your  opinion  of  that  ?  This  is  a  growing 
country,  is  it  not  ? — Yeiy  much  so. 

7422.  Therefore,  I  say  once  more  that  when  you 
get  the  condition  of  things  that  the  Government 
money  is  not  a  preponderating  force,  then  you  may 
get  outside  commercial  aid  which  at  present  you  can- 
not get.  At  the  moment  a  central  bank  would  be 
practically  a  Government  bank,  would  it  not? — To 
some  extent. 

7423.  In  answer  to  the  Chairman  just  now  you 
made  an  interesting  statement  to  the  effect  that  you 
thought  railway  debentui-e  bonds  would  be  greedily 
taken  up  in  India ." — I  think  they  would. 

7424.  Do  you  think  that,  as  the  Chairman  said,  the 
way  to  get  at  the  hoarded  wealth  of  the  country  is  to 
offer  the  public  railway  bonds  at  a  fair  rate  ? — I  think 
so.  They  have  shown  already  in  the  way  they  have 
taken  feeder  railway  shares  that  they  do  like  that  sort 
of  investment.  One  small  company  was  oversubscribed 
before  it  actually  asked  for  subscribers. 

7425.  (Sir  Robert  Chalmers.)  What  would  be  the 
relation,  in  youi-  opinion,  between  the  resom-ces  of  the 
bunnia  and  the  money  mai-ket  in  India  ?  Is  there  any 
relation;  if  so,  is  it  a  close  relation,  or  how  would  your 
experience  lead  you  to  explain  it?  Does  he  borrow 
from  the  Indian  money  market  as  we  have  been 
speaking  of  it  ? — He  borrows,  I  think,  from  the  bank. 
The  bunnias  go  to  the  bank  to  get  their  finance,  which 
they  then  spread  up-country. 

7426.  It  is  from  the  European  money  market  that 
some  pai-t  of  their  funds  come  ?— I  think  so,  lai-gely. 

7427.  Do  the  rates  they  charge  bear  any  reference 
or  resemblance  to  the  rates  they  pay  ?— That  is  largely 
a  matter  of  to  whom  yon  lend,  is  it  not  ?  The  rate 
depends  on  the  borrower  a  good  deal.  To  a  good 
borrower,  I  suppose,  they  would  chai-ge,  perhaps,  1  per 
cent,  more  than  they  can  borrow  at,  and  to  a  bad 


borrower,  perhaps,  5  or  10  per  cent,  more  than  they 
can  borrow  at. 

7428.  Do  you  think  it  is  within  those  limits,  and 
do  you  think  there  is  really  an  intimate  relation 
between  what  I  may  call  the  native  market  and  the 
European  market  for  money  ? — Tes  ;  but  the  substan- 
tial borrowers  are  not  very  numerous,  and,  therefore, 
the  rate  in  the  bazaar  generally  is  high. 

7429.  Coming  now  to  the  question  of  the„  State 
bank,  is  there  any  movement  on  the  part  of  the 
Presidency  banks  to  be  amalgamated  ? — Not  that  I 
know  of. 

7430.  Do  the  public  clamour  for  it  ? — The  matter 
really  had  not  been  raised  before  I  left  India.  I  left 
India  in  April  last,  and  I  have  heard  nothing  of  it 
since  then. 

7431.  (Sir  Ernest  Cable.)  Did  I  understtind  you  to 
say  that  the  bunnia  would  actually .  chai'ge  the  ryot 
only  about  1  or  2  per  cent,  more  than  he  pays  to  the 
shroff  ? — I  said  up  to  10  per  cent,  more  in  the  case  of 
the  bad  borrower,  or  even  more. 

7432.  Is  it  not  the  fact  that  at  the  present  time  the 
ryot  has  to  pay  about  25  per  cent,  to  30  per  cent,  for 
his  money  ? — ^I  should  not  wonder. 

7433.  In  view  of  this,  do  you  think  that  a  State 
bank  would  relieve  the  situation ."  Do  you  think 
that,  by  financing  agricultural  societies  and  so  foi-th,  it 
might  be  a  benefit  to  agriculture  and  to  the  country  at 
large  ? — Tes ;  and  it  would  make  money  circulate 
more  freely,  through  having  branches  up-country  where 
the  treasuries  are  now. 

7434.  Toil  spoke  about  educating  the  people  :  do 
you  mean  by  that  that  a  State  bank  would  educate  the 
people  in  the  use  of  notes  and  cheques  ?  Are  you 
thinkiug  of  the  ryot  ? — The  ryot,  if  he  had  any  money, 
and  the  ra.ther  better  class,  the  small  trader  for 
instance. 

7435.  Tou  said  just  now  in  reply  to  a  question  of 
Lord  Faber's  that  you  thought  any  amount  of  money 
could  .be  borrowed  in  India ;  wotild  that  be  the  case 
at  the  present  rate  of  interest,  34  per  cent.  ? — 3^  per 
cent,  or  4  per  cent. 

7436.  Ton  said  that  increased  borrowing  would 
bring  out  the  hoards ;  you  expected  that  the  hoards 
would  come  out  more  and  more  in  response  to  these 
loans  ? — The  loans  are  not  there.  If  the  people  were 
taught  that  they  could  get  good  security,  they  would 
then  lend  on  that  good  security  and  make  money 
thereby.     That  is  my  view. 

7437.  The  hoards  that  you  have  referred  to,  I 
imagine,  ai-e  the  hoards  held  by  the  princes,  not  by  the 
peasants  ? — I  think  all  the  hoards — ^princes'  and  pea- 
sants', workmen's,  and  everyone  who  has  got  a  few 
sovereigns,  or  who  has  got  his  gold  ornaments,  or  who 
has  got  his  rupees  or  currency  notes.  It  would  be  a 
good  thing  if  they  were  taught,  or  had  a  chance  of 
learning,  how  to  utilise  their  funds. 

7438.  With  a  view  to  this,  I  suppose  it  would  be 
a  very  good  thing  if  the  denominations  of  the  present 
Government  paper  were  made  smaller  ? — Tes. 

7439.  That  would  be  a  useful  suggestion  from  your 
point  of  view  ? — Tes. 

7440.  Tou  made  some  remarks  in  answer  to  the 
Chairman,  with  whom  I  think  you  agreed,  to  the  effect 
that  the  Government  would  be  responsible  for  the 
central  bank  ? — ^In  the  event- ■ 

7441.  In  the  event  of  disaster  I  think  you  said  the 
Government  would  be  responsible  ? — I  think  the  Gov- 
ernment of  the  country  is  more  or  less  responsible,  is 
it  not,  to  keep  itself  and  banking  concerns  together. 
It  would  be  no  greater  responsibility. 

7442.  (Sir  Robert  Chalmers.)  Do  you  affirm  that 
about  this  couniiy — ^that  the  Government  is  responsible 
for  thu  Bank  ot  England  ? — I  am  not  a  banker. 

7443.  (Sir  Ernest  Cable.)  In  every  country  where 
there  is  a  State  bank  the  Government  is  very  much 
interested  in  the  welfare  of  the  bank,  of  course  ? — 
Veiy  much. 

7444.  So  it  is  not  a  novel  position  ? — No ;  the 
prosperity  of  the  country  is  involved  in  the  bank. 

7445.  And  the  Government  of  India  are  also  in- 
volved in  various  other  undertakings,  such  as  the  port 
trusts,      In    these    cases,  I   think   the    Q^veniment, 
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although  there  is  no  actual  responsibility,  stiU  have  a 
moral  responsibility,  and  they  could  not  possibly  allow 
any  port  trust  to  come  to  grief  ? — Quite  so. 

7446.  They  have  the  same  responsibility  in  various 
siniilar  undertakings  ? — Quite  so. 

7447.  With  regard  to  the  situation  of  the  bank,  I 
think  you  said  that  Calcutta  ought  to  be  the  place. 
Supposing  there  were  very  great  local  jealousies  to  be 
overcome  between  the'  various  Presidencies,  would  yon 
see  any  objection  to  the  head  office  or  the  head  direc- 
toi-ate  being  in  some  neutral  centre  ? — It  must  be  in  a 
commercial  centre. 

7448.  Do  you  think  it  must  be  in  a  commercial 
centre  if  each  of  the  local  boards  had  as  full  powers 
to  carry  on  as  existing  boai'ds  enjoy,  let  us  say  ? — Tes  ; 
otherwise  I  think  it  would  be  out  of  touch  with  the 
markets,  which  is  the  whole  point. 

7449.  Tou  want  the  central  board  also,  to  be  in 
touch  with  the  'market  P — Certainly.  If  a  difficult 
situation  arose,  you  want  at  once  to  communicate  with 
your' manager,  and  get  his  decision  at  once. 

7450.  Let  us  take  the  present  boards  in  each  of  the 
Presidencies.  Supposing  they  were  continued  with. the 
addition  of  one  Government  officer  on  each  board,  for 
example,  the  Accountant-general  of  each  Presidency  : 
that  would  secure  Government  supervision  at  each  qf 
those  branches,  would  it  not  ? — I  do  not  think  Govern- 
ment need  worry  much  about  the  local  boards.  Boards 
would  have  certain  statements  put  before  them  and 
certain  matters  refen'ed  to  them,,  but  the  pianagement 
would  be  in  the  hands  of  the  manager,  who  would, 
according  to  my  view,  if  he  were  the  manager  of  a 
local  branch,  have  been  appointed  with  the  Govern- 
ment's approval,  anyhow. 

7461.  The  central  board  might  be  composed,  let  ua 
say,  of  a  chairman,  who  might  be  an  English  banker  of 
eminence  who  would  be  attracted  by  a  large  salary 
and ,  assisted  by  a  managing  director,  who  might  be 
promoted  from  one  of  the  branches  in  the  meantimej 
Associated  with  them  might  be  the  Financial  Secretary. 
That  would  give  you  the  Government  atmosphere  that 
you  suggest,  would  it  not  ? — That  would. 

7452.  And  it  would  not  be  a  preponderating  in- 
fluence. If  that  central  board  travelled  from-  Pijesi- 
dency  to  Presidency  from  time  to  time,  much  as  the 
present  Minister  of  Finance  and  Commerce  does,  would 
that  not  meet  your  view  that, it  should  be  in  touch  with 
commerce  ?  The  central  board  could  travel  from  their 
central  office,  wherever  it  might  be,  once  or  twice  every 
month  round  the  presidencies .'' — I  think  ^that  would 
be  rather  difficult,  and  rather  a  wast,e  of  their  time. 

7453.  The  present  Minister  of  Commerce  travels 
a  good  deal,  does  he  not .''  He  keeps  -,in  touch  with 
the  whole  trade  of  the  country  by  travelling  ? — Yes, 
he  travels  round  like  that.  I  do  not  think  they  would 
reqtiire  to  travel  if  they  had  their  main  office  in  one 
place.  They  would  work  from  there,  anil  when  the 
busy  season  was  over  in  Calcutta  they  could  go  to 
Bombay,  and  stay  there  during  part  of  January  to 
March,  and  then  go  to  Madras,  and  so  on.  > 

7454.  I  was  only  trying  to  get  over  the  difficulty, 
which,  of  course,  will  be  inevitable  in  making  this 
amalgamation,  that  there  may  be  local  jealousies  as  to 
where  the  head  office  may  be  situated  ?-— I  think  they 
will  pass  over  in  a  year  or  two.  I  should  hardly 
bother  about  the  local  jealousies  if  you  ai-e  going  to 
ran  a  bani  for  the  sake  of  India. 

7455.  (Mr.  Keynes.)  The  principal  ciiticism  that  we 
have  heard  against  the  central  bank  is  the  difficulty 
of  getting  suitable  directors ;  and;  secondly,  the  diffi- 
culty of  adapting  the  practice  of  the  central  institution 
to  the  needs  of  th^  localities.  I  should  like  to  take 
the  second  of  these  points  first.  You  favour,  I  think, 
local  boai'ds  ? — Yes. 

7456.  You  are  a  director  of  the  Bank  of  Bombay 
now,  ai-e  you  not  ? — :I  was  till  I  left  India. 

,7457.  So  that  you  know  what  functions  the  boai-d 
of  a  Presidency  bank  actually  performs  ? — \  do. 

7458.  WoiUd  your  new  local  boards  differ  sub- 
stantially from  the  present  boards  of  directors  P — I 
should  say  in  no  respect  whatever. 

7459.  Could  you  tell  us  a  little  more  about  what 
the   functions  of  the  boards  are  in  relation  to  the 


executive?  Dp  they  actively  intei^ere,  or  are  they 
rather  channels  of  commercial  communication? — I 
suppose  the  main  functions  of  the  directors  are  con- 
sultation and  general  supervision.  They  consider  and 
discuss  the  various  statements  and  questions  which  are 
submitted  in  ordinary  course;  they  advise  on  points 
brought  up  by  the  executive,  and .  inquire  as  may  be 
necessary  into  matters  affecting  the  policy  and  business 
of  the  bank..  '  But  it  is  not  a  part  of  their  business  to 
interfere  in  the  daily  work  of  the  bank's  executive.  - 

,  7460.  If  -the^-e  were  to  be  a  centi-al  bank,  you  do 
not  see  any  reason  why  the  local  boai'ds  should  behave 
any  differently  from  what  they  do  now  ? — No. 

7461.  Who  would  appoint  the  loeal  boards  ? — If  you 
had  public  shareholders  I  should  think  they  would  want 
to  have  some  voice  in  the  appointment.  My  suggestion 
would  be  that  all  shareholders  who  wanted  to  vote  for 
directors  should  register  in  a  certain  district,  and  that 
they  should  appoint  the  directors  for  that  district; 
that  is  to  say,  if  you  had  some  500  shareholders  in  the 
Bombay  Presidency,  they  would. vote  for  the  Bombay 
directors  ;  and  so  on  in  Bengal,  and  so  on  in  MadraS. 

7462.  It  was  that  which  you  had  in  your  mind  when, 
in  answer  to  the  Chairman,  you  said  that  local  boards 
should;  be  appointed  by  the  shareholders,  but  the 
central  board  would  be  wholly  nominated  by  Government 
and  would  have  overruling  powers? — That  is  my  idea; 
but  you  would  not  expect  a  central  board  to  interfere 
wi]th,  the,  local  working  of  the  bank,  except  on  broad 
principles.  .  . 

7463.  Would  this  central  board  which  is  nominated 
by  the  Government  include  commercial  people. or  not? 
—=-If  possible  it  would  include  one  or  two. 

7464.  VTould  it  be  a  small  board  or  a  large 'board  ? 
—A  small  board,  1  should  say.   - 

7465.  With  a  small  number  of  Government  repi-e- 
sentatives  and  a  small  number  of  commercial  represen- 
tatives?— Perhaps  flve-r-two  GovemmentlrepresentativeB 
and  three  traders.  ■  -  '     i  . 

7466.  With  what  sort  of  questions  would  it  chiefly 
concern  itself,  as  distinct  from  the  local .  boards  .''—It 
would  have  to  deal  with  the  currency  generally.  A 
point  I  make  a  great  deal  of  is  the  education  of  the 
people  as  to  cun-ency,  and  the  working  otit  of  the 
policy  that  should  be  pursued  in  the  different  branches 
in  regard  to  these  matters.  Of  course  it  would  have  to 
lay  down  to  what  extent  the  banks  should  be  interested 
in  any  particular  industry  or  any  paa-ticular  invest- 
ment; and  I  presume  it  would  have  to  deal  with  the 
funds  of  the  bank  as  regards  movements  to  London 
and  backwards. 

7467.  Would  it  have  a  bank  rate  policy  for  the 
whole  of  India  P — I  am  afraid  I  do  not  understand  the 
expression. 

7468.  Would  it  determine  what  sort  of  bank  rate 
ought  to  be  established  at  different  times  all  over  India 
and  aim  at  making  this  effective  ;  would  it  do  that  ?— 
It  woiUd  do  that,  but  it  would  not  necessarily  1»  the 
same  i-ate  in  evei-y  town. 

7469.  I  suppose  that  the  central'  br  head  office 
would  have  no  direct  dealing  with  the  public  at  all  ?— 

No.'  "'■  .    ..  .         , 

7470.  It  Would  merely  be  the  seat  of  authority,  oyer 
the  local  offices  P— That  is  so. 

7471.  So  the  actual  locality  of  the  head  office,  so  far 
as  the  public  is  concerned,  would  be  of  no  .importance  ? 
—No,  excepting  that  it  sliould  be  in  a  lai-ge  centre.  . 

,7472.  The  chief  importance  of  where  it  is  located 
would  lie  in  the  fact  that  if  it  is  at  Calcutta  it  would  be 
I'ather  difficult  for  Bombay  people  to  be  there,  and  vice 
versa  ? — Yes.     ,  .       . , 

7473.  If  you  had  a  head  office  which  has  no  direct 
dealings  with  the  public,  but  is  merely  a  ruhng  autho- 
rity, would  it  be  difficult,  do  you  think,  for  it  to  move 
about  ?— I  think  it  might  be  very  inconvenient  to  move 
about  freely.      '  .  ,       . 

7474.  I  did  not  mean,  of  course,  that  it  should  have 
a  habitation  as  it  were  in  several  places  ;  you  mentioned, 
I  think,  earlier  in  your  evidence  that  the  busy  season 
m  Bengal  was  on  the  whole  from  October  to  Januaiy, 
and  in  Bombay  on  the  whole  fi'om  Januaiy  to  March  ? 
— Yes. 
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.  7475.  Would  it  laf  feasible  for  the  board  to  sit  in 
Calcutta  during  the  first  three  months  and  in  Bombay 
during  the  next  three  months? — I  think  so..  But  if 
Calcutta  were  the  centre,  they  naturally  would  not 
want  to  be  so  long  in  Bombay  as  in  Calcutta.  They 
would  not  aim  at  dividing  the  time  in  that  way. 

7476.  The  effect  of  the  central  board  on  tlje  local 
board  in  the  place  where  the  central  board  was  situated 
might  work  both  ways.  If  the  central  office  is  in 
Calcutta,  you  might  say  that  would  leave  less 
independence  to  the  Calcutta  •  local  board,  or  you 
might  say  it  would  put  the  Calcutta  local  board  in 
a  better  position  to  impress  its  views  on  the  central 
board.  Which  of  those  views  do  you  maintain  ? — I 
regard  the  local  boards  as  being  not  interfered  with, 
but  as  having  the  advantage  of  refeiring  matters  for 
immediate  decision  and  getting  an  immediate  decision 
from  the  central  board ;  so  that  whether  they  are  in 
Bombay  or  Calcutta  is  immaterial  to  my  mind. 

7477.  Would  you  have  more  than  two  local  boards  ? 
Would  you,  for  instance,  think  of  setting  up  one  in 
Rangoon? — I  think  very  likely. 

7478.  And  one  in  Northern  India,  or  not  ? — I  doiibt 
it.  I  think  that  is  a  matter  on  which  you  should  move 
slowly,  according  to  experience. 

7479.  Ton  might  think  in  course  of  time  tha.t  it 
would  be  advisable  to  have  a  new  local  board  somewhei'e 
else  ? — Tou  might  think  so.  ' 

7480.  I  come  now  to .  the  question  of  Government 
responsibility.  Tou  do  not  advocate  the  bank  so  much 
as  a  way  by  which  the  Govei-nment  would  get  lid  of  its 
responsibilites,  but  as  a  policy  involving  the  improve- 
ment of  the  machinery  through  which  it  exeroises 
them  ? — That  is  my  whole  point. 

7481.  The  Chairman  suggested  to  you  that  in  a 
sense  the  executive  officers  of  the  bank  ou^ht  to  be 
regarded  as  the  servants  of  the  Government ;  obviously, 
in  a  sense,  the  Chairman's  suggestion  has  to  be 
answered  in  the  affirmative  ? — Yes. 

7482.  In  what,  in  your  opinion,  would  the  distinc- 
tion consist ;  is  it  that  the  officers  of  the' bank  are  to 
be  outside  the  machine  of  Government  ? — Tes. 

7483.  So  that,  although  the  executive  officers  would 
be  subject  to  dismissal,  they  would  not  have  to  transmit 
then-  individual  proposals  for  sanction  in  the  way  in 
which  Government  officers  have  to  do;  is  that  your 
point  ? — Tes,  that  is  my  point ;  they  would  not  have  to 
refer  to  Government  on  any  point  which  arises  imless 
they  choose. 

7484.  The  bank  management  would  act  on  its  own 
without  refei-ence  to  the  Viceroy's  Council,  althoi^h 
it  would  be  watched  by  some  i>epresentative  of  the 
"Viceroy's  and  be  subject  to  dismissal  by  him  in  the 
event  '  of  very  grave  misbehaviour  ? — That  is  exactly 
my  view. 

7485.  (Sir  Ernest  Cable.)  Do  you  Suggest  that  the 
executive  of  the  central  bank  should  be  dismissible  by 
Government  ? — If  they  can  be  nominated,  I  think  they 
can  probably  be  dismissed;  but  that  is  a  matter  of 
agreement,  is  it  not,  between  the  bank,  the  Govern- 
ment, and  the  servant?  I  should  certainly  Uke 
someone  to  have  the  right  to  dismiss  an  mefficient 
manager. 

7486.  {Chairman.)  I  think  in  answering  my  questions 
you  indicated  that  you  did  not  think  the  ultimate 
control  should  be  left  to  shareholders  ?— Certamly  not. 

7487.  {Mr.  Keynes.)  I  suppose  the  position  would 
be  that  the  management  would  be  subject  to  dismissal 
by  the  central  board,  and  the  central  board  would 
ultimately  be  imder  the  orders  of  the  Government  ?— 
In  that  respect,  yes. 

7488  So  your  main  point  is  that  you  want  some 
officials  existing  as  a  sepai-ate  entity  from  the  ordinary 
Government  machine,  and  able  to  act  on  details  without 
reference  to  it ;  is  that  so  ?— That  is  so.  ^^       '       ,     , 

7489.  I  also  understand  that  on  the  boai-d'  of 
directors,  while  the  directors  would  be  nominated  by 
the  Govei-nment,  some  would  not  be  Goveniment 
officials  but  would  be  commercial  persons?— Yes;  1 
should  prefer  the  majority  not  to  be   Government 

°    ^7490.  Looking  at  the  proposal  mainly  not  from  the 
point  of  view  of  the  Government,  whether  it    woiUd 


lessen  or  increase  its  responsibility  and  so  forth,  but 
from  the  point  of  view  of  the  country  and  its  general 
development,  what  have  you  to  say  about  it  ? — I  think 
it  would  make  all  the  difference  .in  the  world  if  the 
bank  made  its  main  object  to  develop  the  country  and 
to  make  the  country  progress,  as  I  believe  it  can  do. 
As  I  have  said  before,  the  change  in  the  conditions  in 
India  during  the  last  few  years  has  been  veiy  re- 
markable. I  quoted  a  figure  in  my  statement  of  some 
60  millions  in  gold  going  into  India,  simply  on  account 
of  the  balance  of  tiude;  That  was  sheer  profit.  It 
seems  to  me  that  that  money  should  be  got  hold  of 
and  used  for  the  good  of  the  countiy,  and  it  seems  to 
me  that  a  bank  such  as  we  are  speaking  of  would  be 
the  body  who  would  do  it.  By  getting  hold  of  the 
money,  I  mean  getting  people  to  invest  their  money  in 
railway  and  other  concerns  and  so  making  the  country 
prbgi-ess,  as  it  is  bomid  to  do.  But  if  something  is  not 
done,  I  do  not  know  what  the  effect  will  be,  if  money  is 
going  to  go  on  poui-ing  into  India  and  sinking  out  of 
sight,  and  lying  there  ;  it  is  impossible  to  say  what  the 
effect  will  be  not  only  on  India  but  on  international 
finance. 

7491.  Is  it  your  opinion  that  such  a  bank  would 
attract  any  new  classes  of  clients  which  the  Presidency 
Banks  do  not  attract  ? — I  take  it  that  it  would  have  its 
organisation  much  more  widely  spread,  and  therefore 
it  would  get  at  people  who  are  now  out  of  reach  of 
the  banks;        ■ 

7492.  Do  you  mean  that  if  it  opened  branches 
wherever  there  is  now  a  Government  Treasury,  it 
would  be  having  five  or  six  times  as  many  branches  as 
the  Presidency  Banks  now  have  ? — Yes. 

7493.  Is  there  any  prospect  of  its  being  worth  the 
while  of  the  Presidency  Banks  to  open  bi-anohes  at  all 
widely  ? — I  am  afraid  not. 

7494.  Do  you  think  that  this  matter  of  getting 
branches'  widely  spread  kll  over  the  country  is 
absolutely  contingent  on  the  establishment  of  a  State 
bank  ? — That  is  my  opinion. 

7495.  I  think  you  suggest  that  one  of  the  duties  of 
a  State'  bank  was  to  popularise  investments  and  the 
use  of  paper  currency  ? — Yes. 

7496.  Is  that  also  contingent  on  having  this  great 
number  of  branches  all  over  the  country  ? — It  would  be 
a  part  of  it,  and  a  very  impoitant  part. 

7497.  Would  it  be  pos  ible,  do  you  think,  for  these 
numerous  branches  to  push  small  Government  Bonds 
with  coupons  which  were  payable  at  the  bi-anch? 
—Yes. 

7498.  They  could  push  them  upon  the  small  in- 
vestors ?-i— Yes. 

7499.  So  that  the  issue  of  Government  loans,  and 
so  forth,  to  small  investors  wotild  be  part  of  the  business 
of  this  bank  ? — ^Yes. 

7500.  In  your  own  mind,  when  you  are  advocating 
this  bank;  are  you  thinking  niostly  of  the  details  of  the . 
machinery  of  Gdvernment  and  so  forth',  or  are  you 
thinking  chiefly  of  the  various  commercial  acti'vities  of 
the  great  branches  of  trade  all  over  the  country  ? — As 
I  have  said,  I  think  India  is  changing  rapidly,  and 
that  ■we  have  in  front  of  us  a  condition  which  we  have 
never  had  before,  and  possibilities  which  we  have  never 
had  before.  Of  course  that  is  only  my  own  feeling  and 
my  own  opinion,  and  I  inay  be  optimistic. 

7501.  I  have  one  other  question  not  connected  with 
a  State  bank.  I  understood  yovi  to  say  to  the  Chairman 
that  yon  did  not  feel  perfectly  secure  that  the  Secre- 
tary of  State  would  always  maintain  exchange  at 
Is.  3ff d.  ?— That  is  so. 

7502.  Would  a  formal  notification  by  him  offering 
to  sell  OouncU  Bills  without  limit  at  that  rate  increase 
your  confidence  ."—It  would. 

7503.  Would  it  actually  influence  you  in  youi- 
business  ? — It  would. 

7504.  In  exactly  what  does  your  doubt  consist? 

Are  you  doubting  whether  he  would  be  able  to  support 
exchange,  or  whether  he  would  vacillate  as  to  the 
exact  figure  at  which  he  would  support  it  ? — From 
experience  our  trouble  is  as  to  when  he  would  support 
it.  Notwithstanding  his  support,  we  have  suffered 
very  heavy  losses 
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750.'>.  Then  you  are  hesitating  not  about  his 
resources  but  as  to  his  judgment  ? — I  suppose  so. 

7506.  It  is  not  that  his  resources  are  iusu£B.cient  ? 
— Conditions  have  recently  changed  to  the  extent  that 
he  has  veiy  much  more  gold  in  reserve  altogether  as 
against  1908.  I  suppose  he  has  in  the  Paper  Currency 
Reserve  some  25  or  30  millions  more  in  a<;tual  gold 
than  he  had  then.  So  one  does  feel  safer  to  that 
extent  than  one  did  before. 

7507.  It  is  not  his  ability  to  support  exchange  that 
you  doubt,  but  as  he  is  not  bound  to  a  figm-e,  you  do 
not  feel  certain  of  the  figure  he  would  take  in  the 
next  serious  crisis  ? — That  is  it. 

7508.  So  yovu:  hesitation  would  be  met  almost  com- 
pletely by  a  binding  notification  ? — -And  by  a  declara- 
tion of  policy  as  to  the  lines  he  was  going  to  follow  in 
working  his  reserves  and  building  up  his  reserves. 

7509.  Having  made  that  declaration,  you  would 
not  wish  him  to  increase  his  resei-ves  much  beyond 
their  present  figure,  I  take  it ;  or  would  you  wish  that 
also? — I  think  there  are  now  some  two  millions  in' 
gold,  and  I  should  Uke  to  see  very  much  more  than 
that  out  of  the  22  millions.  We  have  been  rather 
brought  up  in  Bombay  in  the  idea  that  we  ought  to 
have  the  whole  lot  in  gold.  That  is  an  ideal,  and  I 
think  beyond  what  we  will  ever  get ;  but  we  certainly 
want  more  than  two  millions  in  gold  and  in  liquid 
cash.  On  that  point  I  should  Uke  to  repeat  what  I  have 
mentioned  in  my  memorandum.  To  talk  of  limiting 
the  reserve  is  very  disturbing  and  it  is  not  very  helpful, 
because  we  have  heard  of-  10  millions,  15  millions,  25 
milKons.  Presumably,  if  my  idea  of  development  goes 
on,  it  may  be  30  millions  or  35  millions  or  40  millions 
in  the  next  few  yeai-s.  Such  ideas  coming  from 
Government  ofiicials  in  official  speeches  and  so  on,  are 
rather  disturbing,  and  I  do  not  think  they  can  be 
sound. 

7510.  There  is  one  point  I  should  like  to  go  back 
to  about  the  State  bank.  If  Grovemment  balances, 
as  has  been  suggested,  and  some  part  of  the  Govern- 
ment Reserves  ought  to  be  loaned,  I  suppose  they 
could  not  be  loaned  according  "to  a  cast-iron  rule  ? — 
Loaned  by  the  State  bank  or  apart  from  the  State 
bank? 

7511.  Apart  from  the  State  bank  they  could  not 
be  loaned  according  to  cast-h'on  rules  ? — No. 

7512.  Some  element  of  judgment  would  be  involved 
on  the  part  of  the  responsible  officials  ? — -Certainly. 
It  would  be  at  their  option,  and  the  Government  would 
lend  just  as  much  or  as  little  as  they  chose. 

7513.  Under  existing  circumstances  do  you  think 
the  officers  of  the  Government  are  in  a  position  to  get 
the  information  on  which  they  could  base  a  sound 
judgment  as  to  that  ? — As  to  what  they  should  lend  ? 

7514.  As  to  what  and  when,  and  on  what  terms,  and 
to  whom  ? — No,  I  do  not  think  they  are. 

7515.  You  would  introduce  an  element  of  expert 
knowledge  into  their  counsels  by  the  State  bank  ? 
—Yes. 

7516.  {Sir  Shapurji  Broacha.)  You  have  talked 
about  the  stringency  which  occurs  in  the  busy  season, 
and  about  educating  the  people ;  what  do  you  mean  by 
that  ? — I  have  been  trying  to  explain ;  I  have  answered 
several  questions  as  to  what  I  meant  by  education. 

7517.  Educating  them  to  make  an  increased  use  of 
notes  ?  Do  you  think  a  State  bank  will  help  in 
increasing  the  circulation  of  notes  ? — In  my  opinion 
it  will. 

7518.  In  section  D,  paragraph  9  (page  575),  you  say 
•  ■  Distnistf ul  as  the  people  of  India  no  doubt  are,  by 
"  nature  and  by  tradition,  of  any  secuiity  short  of 
"  possession,"  and  so  on.  Do  you  think  they  would 
prefer  a  bank's  note  in  preference  ^to  a  Government 
note  ?  A  cun-ency  note  is  guaranteed  by  the  State 
now ;  do  you  think  these  people  would  feel  equally 
secure  if  the  note  were  guaranteed  by  a  State  bank  ? 
Would  they  not  think  that  the  Government  would  be 
shu-king  their  responsibility  in  putting  it  on  to  a  State 
bank  ? — I  have  not  worked  out  myself  the  question  as 
to  the  form  the  currency  note  would  take  under  a 
State  bank  ;  I  have  not  considered  that  question. 

7519.  Is  the  circulation  not  fast  enough  now  ^ — It 
is  quite  fast,  but  it  might  be  very  much  faster. 


7520.  Have  you  tbe  experience  that  in  India  it  goes 
vei7  much  faster  if  issued  by  a  State  bank,  than  if 
issued  by  the  Government  ?--I  have  not. 

7521.  They  have  had  experience  of  the  Government 
for  the  last  51  years,  and,  as  you  know,  Indians  ara  a 
suspicious  people  and  full  of  suspicions  ? — Yes,  they 
are. 

7522.  {Chairman.)  Do  you  think  it  might  be  ne- 
cessary to  keep  the  direct  Government  guarantee  on 
notes  ? — ^I  had  not  contemplated  anything  else. 

7523.  {Lord  Faber.)  I  think  what  Sir  Shapurji 
really  means,  is  that  if  you  circulate  a  note  through  the 
State  bank,  the  natives  might  think  it  had  become  an 
ordinary  bank  note,  uistead  of  being  a  Government 
note.  Do  you  not  think  there  is  something  in  that  ? 
—Yes. 

7524.  {Sir  Shapwji  Broacha.)  You  want  the  Go- 
vei'nment  to  appoint  the  directors  of  the  State  bank  ? 
— Only  of  the  central  board,  not  of  the  local  boards. 

7525.  That  means  that  the  shareholders  are  to  give 
their  money  to  the  Government  to  invest  for  them  at 
the  best  rate  of  interest  ? — Not  to  the  Government,  but 
to  the  bank. 

7526.  If  the  State  appoints  the  directors,  they  are 
Government  directors  ? — I  have  been  trying  to  distin- 
guish between  the  two,  as  far  as  I  can,  all  the  time. 
My  point  is  that  they  are  distinct ;  of  course,  I  may 
be  wrong. 

7527.  The  Government  appoints  the  accountant- 
general,  and  the  Government  appoints  the  directors  of 
the  State  bank  ? — Yes. 

7528.  The  Government  is  responsible  for  both  ? 
— The  Government  appoint  many  other  people  as  well. 

7529.  But  the  Government  has  to  bear  the  re- 
sponsibility of  his  misdeeds  ? — Such  responsibility  as 
is  involved  in  his  misdeeds. 

7530.  Do  you  know  that  there  were  State  banks 
before  P — I  did  not  know  that  there  were  in  India. 

7531.  There  were  three  State  banks  at  one  time. 
There  was  the  Bank  of  Bombay,  in  which  the  Govern- 
ment held  shai-es  and  had  two  directors;  the  same 
with  the  Bank  of  Bengal,  and  the  same  with  the  Bank 
of  Madras  ;  but  the  Government  felt  the  danger  of  those 
institutions  and  severed  their  connection  with  them 
because  the  responsibihty  was  too  great  i* — That  was 
40  or  50  or  60  years  ago,  and  the  advance  in  the  finance 
of  the  country  has  been  very  considerable  in  the  last 
50  years.  There  has  been  a  considerable  change,  and, 
in  my  opinion,  it  will  change  still  more. 

7532.  The  responsibility  will  be  larger  ? — But  the 
machinery  is  more  complete,  and  the  danger  is  much 
less. 

7533.  Do  you  know  that  the  Bank  of  Bombay  re- 
fused to  amalgamate  with  the  Bank  of  Bengal,  although 
they  were  offered  500  rupees  per  share  ? — I  did  not 
know  that. 

7534.  All  the  merchants.  I  think,  including  your 
firm,  went  up  to  ths  Govornoi-  to  ask  him  not  to  put 
Bombay  under  the  control  of  the  Calcutta  Bank.  Do 
you  think  these  local  jealousies  are  now  quite  obliter- 
ated, and  that  Bombay  traders  do  not  think  Bombay 
is  the  fia-st  city  in  India  ?—-I  do  not  thir-k  it  is  a 
question  of  Calcutta  and  Bombay  at  all.  My  proposal 
is  that  Bombay  shall  have  ii  local  board,  Calcutta  shall 
have  a  local  board,  and  Madius  shall  have  a  local 
board,  exactly  as  they  have  now. 

7535.  There  must  be  a  central  board,  and  wherever 
that  is  placed,  do  you  think  people  will  believe  that 
the  Bank  of  Bengal  has  the  same  independence  as  the 
Bank  of  Bombay,  or  the  Bank  of  Bombay  has  the  same 
independence  as  the  Bank  of  Bengal,  supposing  the 
central  office  were  in  one  of  those  cities  ? — I  think  the 
aim  of  anything  that  would  be  worked  out  should  be 
to  avoid  hurting  the  feelings  either  of  Bombay,  or 
Calcutta,  or  Madi-as. 

7536.  Do  you  think  that  the  genius  at  the  head  of 
the  central  bank  in  Calcutta,  say,  will  look  to  the 
commercial  credit  of  Cape  Comorin  and  the  commer- 
cial credit  of  the  Northern  Provinces,  or  will  he  judge 
by  the  state  of  affairs  around  him  ?— People  who  have 
got  to  do  business  which  is  scattered  over  the  country, 
usually  ti-y  to  look  at  it  from  all  the  points  of  the 
country. 
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7537.  The  Government  directors  will  be  responsible 
for  the  misdeeds  of  thlir  managers  ? — Certainly. 

7538.  I  do  not  suppose  there  is  an  instance  of  one 
bank  managing  a  whole  continent.  Do  you  think  the 
Bank  of  Fi-ance  could  do  that  ? — We  are  dealing  with 
rather  new  Conditions  and  new  circumstances  ;  we  are 
aealing  with  a  very  peculiar  place,  India. 

7539.  Do  you  know  that  the  Bank  of  Prance  has  a 
greater  facility  for  acquiring  knowledge  of  the  whole 
country,  because  it  is  in  a  central  place  and  the  people 
on  the  board  know  the  different  districts  of  France  and 
their  credits  ;  and  that  with  the  Bank  of  England  it  is 
the  same  thing  ?  What  would  you  offer  in  the  shape 
of  that  to  this  central  bank  ? — We  think  we  know  a 
good  deal  about  the  conditions  of  India. 

7540.  Do  you  know  as  much  of  the  conditions  of 
India  as  the  bank  directors  here  know  of  the  credits  in  . 
the  Lincolnshire  district,  and  the  credits  in  the  south 
of  England,  or  in  Maiiphester  and  Liverpool  ?  Do  you 
think  bank  directors  in  India  are  in  the  same  con- 
dition to  judge  of  the  credit  of  Pondicherry,  Cape 
Comorin,  Lahore,  Karachi,  and  all  those  places  ? — I 
have  said  that  the  local  credit  and  the  local  finance 
would  be  in  the  hands  of  a  local  board,  who  are  in  a 
position,  as  I  think,  to  judge  of  the  credit  of  the 
people  with  whom  they  have  to  deal. 

7541.  Tou  say  you  would  do  it  for  the  education  of 
the  people ;  do  you  think  this  central  bank  will  help 
agriculture  ? — I  think  it  will  help. 

7542.  Do  you  think  the  Bank  of  England  does  away 
with  pawnbrokers  P  To  go  to  another  point,  do  the 
bvmnias  always  charge  25  per  cent  ?  Is  not  their 
charge  regulated  according  to  the  credit  of  the  man  ? — 
That  is  what  I  have  said. 

7543.  Do  you  know  that  merchants  now  buy 
supplies  direct  from  the  agriculturists,  and  that  the 
agriculturists  are  not  .so  much  in  the  hands  of  the 
bunnias  now  as  they  used  to  be  P — I  think  it  is  very 
likely  so. 

7544.  In  the  Punjab  they  will  not  have  the 
middleman  now,  as  they  deal  direct  with  the  exporter ; 
is  that  not  so  P — I  do  not  know. 

7545.  Do  you  not  think  the  co-operative  banks 
would  better  help  agriculture  than  a  State  bank  ? — 1 
should  think  the  State  bank  would  help  co-operative 
banks,  and  so  would  help  agriculture. 

7546.  Do  you  know  that  there  is  a  co-operative 
bank  in  Bombay  which  does  help  small  co-operative 
societies  in  the  Deccan  and  those  places,  and  that  its 
board  is  composed  of  native  gentlemen  who  have  a 
knowledge  of  the  localities  ? — ^I  have  mentioned  these 
co-operative  societies  as  being  the  means  of  reaching 
the  people. 

7547.  I  think  this  education  you  speak  of  wiU  come 
not  through  the  State  bank  but  through  the  co-opera- 
tive banks,  because,  if  you  send  one  manager  of  the 
central  bank  to  one  place  and  another  to  another  place 
and  they  do  not  know  the  language  of  the  country,  how 
could  they  speak  to  the  people,  and  how  could  they 
educate  them  P  Do  you  think  they  could  induce  more 
deposits  to  be  made  with  the  State  bank  P  Are  not  the 
Presidency  banks  just  as  good  P— The  equivalent  of  the 
Presidency  banks  would  still  be  there. 

7548.  Does  the  State  bank  incorporate  the  Presi- 
dency banks  P — The  State  bank  woujd  be  there  in  the 
place  of  the  Presidency  banks,  and  the  organisation 
which  is  now  there  would  stiU  be  there. 

7549.  We  want  more  certainty  for  the  maintenance 
of  exchange  by  the  Secretai-y  of  State,  do  we  not  P— 
Tes. 

7550.  And  why  we  want  these  stringent  conditions 
in  regard  to  the  quantity  of  liquid  gold  is  to  be  assm'ed 
of  the  par  of  exchange  in  all  emergencies  .'—That 
is  so. 

7551  People  would  be  less  urgent  in  asking  for 
these  things  if  the  Secretary  of  State  were  to  guaran- 
tee for  aU  time  the  par  of  exchange  at  Is.  4d.,  that  is, 
at  H  on  one  side  and  J^  on  the  other?— Tes. 

7552  And,  of  course,  the  people  will  not  have 
confidence  in  any  remedies  until  they  have  more  or 
less  a  liquid  gold  reserve  to  the  extent  to  which  the 
Government  are  able  to  accumulate  P— That  is  so. 
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7553.  (Mr.  Gillan.)  There  are  two  small  points  in 
your  memorandum  that  1  wish  first  to  refer  to.  In 
paragraph  10  of  section  A  (page  571)  you  say,  "  I  am  told 
"  they  declined  a  request  for  a  loan  of  50  or  100  lakhs  of 
"  rupees  on  the  security  of  Government  paper."  That 
rather  leaves  the  impression  that  the  Government 
adopted  an  obstructive  attitude,  and  not  only  were 
against  the  general  policy  of  lending  money,  but  when 
the  appUcation  was  actually  made  to  them  they  refused 
it.  Apart  from  the  general  policy  the  Government 
would  always  have  to  consider  also,  in  the  case  of  any 
particular  application,  the  status  of  the  applicant  P — 
Undoubtedly. 

7554.  That  may  be  a  point  to  be  taken  into  con- 
sideration ? — Undoubtedly. 

7555.  In  paragraph  7  of  Section  0  (page  574)  you 
say,  "  Payments  by  currency  notes  come  next,  and  by  far 
"  the  greater  proportion  of  the  balance  of  payments  is 
'•  made  in  this  form."  Are  you  there  referring 
specially  to  the  Presidency  towns  P — To  my  own 
business,  and  others  from  whom  I  have  enquired. 

7556.  That  probably  is  not  the  case  in  currency 
transactions  outside  the  Presidency  towns  P — I  should 
think  very  likely. 

7557.  In  paragraph  12  of  this  same  section  C 
(page  574)  you  say  that  it  should  be  borne  in  mind  that  it 
has  been  nobody's  special  business  in  the  past  to  educate 
the  people  in  currency  matters.  I  am  not  clear  yet  what 
methods  of  education  you  would  suggest.  1  can  under- 
stand that  the  Government  or  a  bank  might  encourage 
different  forms  of  currency,  or  that  it  might  increase 
the  facilities  for  the  encashment,  we  will  say,  of 
currency  notes  ;  but  what  further  points  had  you  in 
mind  P — My  main  point  is  that  you  should  endeavour 
to  educate  the  people  as  to  the  proper  cun-ency  to  use ; 
and  that  is  done,  as  most  education  is  done,  by  telling 
people  ;  one  tells  one's  own  particular  merchants  that 
one  deals  with,  they  tell  their  friends,  and  so  on. 

7558.  As  far  as  that  goes,  would  the  Government 
not  have  an  efficient  organisation  in  its  Treasuiies  and 
Treasury  officers  ajid  district  officers  all  over  the 
country  P — They  might  have  an  organisation,  but  I 
have  not  heard  that  Government  has  ever  told  their 
officers  to  teach  people  that. 

7559.  Tou  think  from  that  point  of  view  a  State 
bank  would  be  more  effective  ? — -Tes. 

7560.  That  raises  another  rather  important  point. 
If  you  are  going  to  educate  the  people,  you  must  have 
some  clear  idea  of  what  you  are  going  to  teach  them  ? — 
Certainly. 

7561.  The  Fowler  Committee,  as  you  know,  looked 
forward  to  an  effective  gold  currency  P — Tes. 

7562.  They  said  it  was  not  possible  at  the  time,  but 
they  hoped  it  would  be  established  in  the  futm-e  ? — 
That  is  so. 

7563.  When  we  come  to  examine  what  can  be  done 
to  further  that  policy,  we  find  that  as  a  matter  of  fact 
there  is  actually  very  little  that  can  really  be  done, 
and  it  remains  to  a  large  extent  an  ideal ;  but  the 
ideal  which  one  has  in  one's  mind  must  influence  one's 
action  at  various  points  P — Certainly. 

7564.  What  is  the  ideal  to  which  you  are  tending  P 
Is  it  this  effective  gold  currency  which  the  Fowler 
Committee  spoke  of  P — No,  I  do  not  agree  with  that ;  I 
am  not  in  favour  of  that. 

7565.  Would  you  be  prepared  to  put  aside  that 
policy  definitely,  and  say  that  you  have  abandoned  it  ? 
— Abandoned  the  gold  currency  P 

7566.  Tes  ? — I  say  encourage  notes  for  everything, 
and  Tf  say  avoid  gold  because  of  the  risk  of  losing 
gold. 

7567.  Do  you  propose  that  the  Commission  should 
say  that  they  so  determine  P — That  is  my  suggestion, 
and  I  have  said  so  very  clearly. 

7568.  Next  with  regard  to  the  resei-ves  which  are 
behind  the  currency  policy  in  any  case.  Tou  say  in 
paragraph  5,  section  B  (page  573),  that  there  is  a  gi-eat 
lack  of  confidence ;  do  you  wish  that  the  Commission 
should  formulate  and  declare  a  policy  ? — Tes. 

7569.  In  reply  to  the  Chaii-man  you  said  you  would 
be  prepared  to  lay  down  certain  regulations  governing 
the  Gold  Standard  Reserve,  and  in  reply  to  Mr.  Keynes 
I  think  you  said  that  one  of  the  regulations  would  be 
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to  authorise  the  Secretary  of  State  to  sell  unlimited 
amounts  at  a  certain  fixed  rate  ? — That  is  to  gain  our 
confidence  as  merchants  in  the  stability  of  exchange. 

7570.  Is  there  any  other  point  of  policy  which  you 
■would  like  to  have  ?— What  I  have  said  is  that'  I  should 
like  to  see  a  larger  proportion  of  gold  or  cash  statutorily 
fixed  in  the  Gold  Standard  Reserve  than  there  now  i&. 
We  have  now,  I  think,  some  2  millions  out  of  22 
millions. 

7571.  So  that  your  declaration  of  policy  would  refer 
to  this  notification  of  unlimited  sales  at  a  certain  fixed 
rate,  and  also  to  the  constitution  of  the  Gold  Standard 
Reserve  ? — Exactly.  I  should  like  to  see  a  certain  sum 
fixed  as  the  minimum  of  the  gold  or  the  equivalent  of 
the  gold  in  the  Gold  Standard  Reserve  and  to  have  no 
limit  put  to  the  amount  to  which  the  Gold  Standard 
Reserve  would  go. 

7572.  {Sir  Boberi  Chalmers.)  In  metal  ? — I  do  not 
say  no  limit  in  metal,  but  I  say  a  minimum  amount,  or 
a  minimum  proportion  in  metal ;  short  loans  or  gold. 

7573.  {Mr.  Gillan.)  With  regard  to  the  State  bank, 
I  think  your  general  position,  is  that  after  all  Govemr 
ment  and  trade  have  enormous  interests  in  common  ? 
— Their  interests  in  common  are  very  large. 

7574.  That  at  present  those  interests  are  not  pro- 
perly knit  together,  and  that  some  effort  should  be 
made  to  improve  the  organisation  ? — That  is  so, 

7575.  There  was  a  point  tliat  was  not  clear  to  me  in 
an  answer  that  you  gave  to  Mr.  Keynes.  You  said,  I 
think,  that  the  extension  of  the  branches  of  the  Presi- 
dency banks  was  contingent  on  a  State  bank  being 
fotmded  P — I  think  that  is  very  likely  so. 

7576.  Why  should  that  be? — ^A  State  bank  sup- 
ported by  the  Government  would  be  able  to  extend  its 
operations  into  places  which  a  bank  with  shareholders 
would  not  feel  itself  justified  in  doing.  A  Presidency 
bank  is  a  shareholders'  bank  which  is  making  money 
for  its  shareholders,  and  it  is  not,  in  the  same  way  as 
a  Government  bank  would  be,  heavily  involved  in  the 
education  and  development  of  the  country. 

7577.  I  quite  see  that ;  but  would  it  not  be  possible 
to  place  the  Government  balances  in  the  same  way  with 
the  Presidency  banks  ? — I  have  agreed  that  that  would 
be  an  advantage. 

7578.  Would  that  not  facilitate  the  extension  of 
these  branches  ? — If  Government  placed  these  balances 
with  a  guarantee  that  they  would  remain,  but  at 
present  they  are  practically  money  at  call. 

7579.  I  do  not  know  what  distinction  yoa  are 
drawitig  between  the  Presidency  banks  and  a  single 
State  bank  in  that  matter ;  I  am  only  talking  now  of 
making  over  the  Government  balances  generally.'* 
— Suppose  we  had,  say,  some  18  crores  taken  as  your 
minimum  figure,  then  if  you  had  25  or  26  croies  it  would 
be  admitted,  I  suppose,  that  about  7  or  8  crores  would 
be  available  for  the  country.  If  these  funds  were 
placed  in  the  hands  of  the  Presidency  banks,  and 
Government  undertook  that  they  would  not  remove 
them  for  two  months  or  three  months,  they  would  be 
of  great  value ;  but  if  Government  merely  paid  in  30 
lakhs  to-day  and  40  lakhs  to-morrow  and  took  out  60 
lakhs  the  next  day,  then  that  money  is  of  no  real 
value  from  the  bank's  point  of  view. 

7580.  (Lord  Faber.)  Is  your  argument  that  a  State 
bank  would  open  branches  at  unremunerative  places 
where  the  Presidency  banks  would  not  do  so  because 
of  their  shaj-eholders  P — That  is  so. 

7581.  Would  not  the  people  of  India  suffer  in 
consequence  of  the  Government  banking  at  a  loss  in 
certain  places .'' — With  veiy  many  big  concerns  in  this 
world  trade  has  to  be  earned  on  at  a  loss  in  places  in 
order  to  carry  it  on  as  a  whole.  In  some  parts  you 
must  take  a  loss,  but  the  advantage  given  to  you  in 
other  directions  is  very  large,  and  though  you  must 
first  of  all  work  for  a  year  or  two  at  a  loss  in  certain 
places,  you  may  eventually  come  on  to  a  pajang  basis 
if  you  could  influence  the  people,  as  I  believe  you  would 
influence  them,  by  approaching  them  and  giving  them 
advice  as  to  investment  and  loans. 

7582.  Would  you  really  go  to  these  unremunerative 
banking  places  in  order  to  give  them  education  ? — Tes, 
and  you  would  possibly  make  them  remunerative  ;  but 


I  do  not  think  the  directors  of  a  Presidency  bank  would 
always  feel  justified  in  doing  that.  -•■ 

7583.  {Mr.  Gillan.)  In  reply  to  Mr.  Keynes  you 
explained  generally  the  sort  of  work  that  would  have 
to  be  done  by  the  central  board  which  you  suggested 
for  the  state  banks.  Your  position  is,  as  I  said,  that 
there  are  certain  defects  at  present  and  that  it  should 
be  possible  to  find  some  remedy  for  these  defects,  not 
necessarily  your  scheme  or  anybody  else's  scheme,  but 
some  remedy  should  be  possible  P — Yes. 

7584.  We  can  get  to  a  conclusion  on  that  subject 
only  by  examining  the  different  schemes  that  are  set 
before  us.  With  regard  to  this  central  board  the 
difficulty  that  strikes  me  is  this  :  How  often  do  you 
suppose  it  would  be  necessary  for  that  central  board 
to  meet? — Once  a  month  might  be  enough,  on  the 
other  hand  they  might  have  to  meet  every  week  or 
every  day  at  other  times.  In  times  of  crisis  and 
difficulty  obviously  they  should  Be  in  tlie  closest  touch, 
but  under  ordinary  conditions,  such  as  we  very  often 
find,  fortunately,  in  India,  they  need  never  worry  about 
meeting  at  all. 

7585.  You  would  have  on  that  board,  we  will  say) 
two  Government  officials  ? — -Yes. 

7586.  You  say  it  is  essential  that  they  should  meet 
in  Calcutta,  Bombay,  or  some  other  commercial  .centre ; 
have  you  considered  the  difficulty  of  those  officials 
being  away  from  their  department  ? — Government  have 
a  number  of  high  officials  in  Calcutta  and  in  Bombay, 
and  they  might,  in  view  of  the  enormous  interest  in 
the  bank,  put  an  even  higher  official  there  .ind  find  work 
for  him  to  do  in,  say,  Calcutta  or  Bombay. 

7587.  Did  you  mention  the  Financial  Secretary? — 
No,  I  mentioned  no  officer. 

7588.  Would  it  not  be  almost  essential  that  you 
should  select  for  this  centi-al  board  some  official  who  is 
not  at  the  headquarters  of  the  Government  of  India  ? — 
Yes,  I  suppose  it  would. 

7589.  The  fact  remains,  of  course,  that  in  all 
questions  of  principle  the  Government  would  still  he 
the  authority  ? — No,  I  think  not.  They  have  handed 
the  business  over. 

7590.  I  mean  on  broad  matters  of  currency  policy 
and  so  on  ? — I  take  it  that  they  would  work  as  banks 
and  Governments  often  do,  and  that  they  would  be 
able  to  consult  each  other.  The  directors  of  the  bank 
would  not  want  to  do  some  foolish  thing  or  to  act 
contrary  to  the  Government's  wishes ;  in  fact,  the  baiik 
would  not  want  to  act  contrary  to  the  Government. 

7591.  I  take  it  that  in  all  these  matters  of  financial 
or  currency  policy  it  would  be  for  the  Government  to 
decide  and  not  the  bank  ? — I  do  not  see  how  you  could 
have  your  bank  if  it  did  not  decide.  I  do  not  think 
you  will  get  a  first-class  banker  to  go  out  to  India 
and  do  this  work  if  he  is  to  be  hampefed  and 
overruled. 

7592.  Supposing  the  question  were  raised  of  a 
change  in  the  cun-ency  system  ;  the  bank  could  not 
decide  and  caiTy  out  that  change  of  itself ;  that  sort 
of  change  would  have  to  be  decided  on  l)y  the  Govern- 
ment, surely  ?— I  suggest  that  a  case  of  that  sox-t,  an 
important  point  which  you  can  foresee,  should  be 
mentioned  as  one  which  should  not  be  decided  without 
the  consent  of  the  Government.  If  you  should  make  a 
recommendation  in  that  form,  I  should  suggest  such 
important  points  should  be  included  in  your  recom- 
mendation. You  could  say  that  the  Government  should 
reserve  to  itself  the  right  to  approve  any  alteration  in 
the  cuiTenoy. 

7593.  There  would  then  be  cases  which  ought  to  be 
reserved  fur  the  consideration  of  the  Government  ?— I 
think  these  should.'  ,,,, 

7594.  They  would  be  decided  by  the  headquartetts,' 
staff  of  the  Government  of  India  ? — Presumably. 

7595.  Who  would  not  be  represented  on  the  central 
board? — Unless  Gpvemment  thought  it  worth  while 
to  create  a  post  in  Calcutta,  if  they  have  not  got  one, 
in  which  case  they  could  have  a  member  of  their 
Finance  Department  or  a  man  who  has  had  great 
experience  of  theii-  Finance  Department. 

7596.  You  think  there  is  a  difficulty  in  filling  in  the 
Government  representatives,  but  it  is  a  difficulty  that 
may  be  overcome  ?— I  think  so. 
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7597.  {Lord  Fdber.)  Who  do  you  propose  would  be 
the  authority  to  dsfcide  the  all  important  question, 
for  instance,  how  much  liquid  assets  the  bank  should 
hold,  which  goes  to  the  root  of  a  bank's  existence  ? 
Who  would"  decide  that  point,  the  Government  or 
the  directors  ? — I  think  the  G-ovemment  would  have 
to  make  up  its  mind,  before  it  formed  the  bank,  on 
many  essential  points  which  it  would  iuclude  in  its 
articles  or  charter  or  whatever  it  were  called. 

7598.  As  you  will  readily  see,  it  would  be  very 
necessary  for  the  directors  to  meet  at  least  once  a 
month  in  the  case  of  a  bank  with  aU  these  ramifications, 
because  the  bank  might  easily  get  wrong  or  tied  up  as 
we  say  in  banking  parlance,  as  it  ijiight  have  assets 
which  it  could  not  realise  readily,  and  iunless  that 
branch  of  the  work  was  very  carefully  watched 
there  would  be  trouble? — Surely  it  would  be' reasonable 
for  the  Government  to  say,  you  shall  hold  so  much  of 
your  assets  in  a  certain  form. 

7599.  {Lord  Kilhraeken.)  The-  Government  of  India, 
according  to  your  proposal,  would  have  the  ultimate 
control  of  all  the  bank's  operations  and  would  therefore 
be  responsible  for  them,  I  suppose,  to  the  Secretary  of 
State  ? — I  think  that  the  Government  of  India  would 
not  have  the  control  of  the  bank. 

7600.  Do  you  really  think  that,  in  view  of  the 
scheme  which  you  have  sketched  out?  Would  they 
not  practically  be  responsible  ?r^I  think  not.  Having 
given  them  their  charter,  and  having  given  them  their 
directors,  they  seem  to  have  got  clear  of  the  bank 
altagether. 

7601.  Supposing  that  the  bank — it  is  not  very 
likely  perhaps — were  to  do  something  foolish,  do  you 
think  that  the  Government  of  India  would  not  be  held 
responsible  for  it  by  the  public  and  by  people  in  this 
country  ?— To  me  it  is  almost  inconceivable  that  men 
at  the  very  top  of  theii-  profession  should  be  so  very 
foolish  that  such  a  position  would  arise.  After  all, 
this  point  arises  in  every  business  and  in  every  bank. 

7602.  Of  course,  the  conditions  in  India  are  peculiar. 
There  is  a  tendency  to  look  upon  Government,  as 
responsible  for  many  things  for  which  the  Government 
is  not  held  responsible  in  this  country,  and  I  should  have 
thought  that  a  State  bank  of  this  kind,  controlled,  as 
■it  would  be,  by  the  Government  of  India,  would  be 
looked  upon  in  India  as  being-  vei-y  much  under  the 
thimib  of  th«  Government,  and  the  Government  would 
be  most  distinctly  held  responsible  for  what  it  does,  in 
all  great  matters.  Do  you  not  think  that  would  be 
so  ? — It  would  be  so  hypotheticaUy — that  is  my  only 
difficulty.  But  if  a  crisis  arose  anywhere,  I  take  it  that 
the  Government's  first  duty  in  its  own  interest  would 
be  to  go  to  the  assistance  of  the  bank. 

7603.  I  am  not  talkmg  of  a  crisis,  I  am  talking  of 
the  policy  of  working  the  bank  which  might  or  might 
not  be  approved  by  some  sections  of  the  public.  Surely 
the  Government  would  be  held  responsible  ?  Supposing 
it  appeared  to  a  large  section  of  the  public  that  the 
bank  was  pursuing  an,  unfortunate  policy,  would  not 
the  Government  be  held  responsible  for  it  F^Dp  you 
mean,  Would  the  public  consider  •  that  they  were 
entitled  to  look  to  the  Government  to  get  recompensed 
for. the  loss  that  they  might  sufEer  ? 


7604.  That  would  follow ;  but  would  not  the 
Government  be  expected  to  hold  themselves  respon- 
sible in  the  last  resort  for  the  action  of  the  bank  ? 
— No,  I  do  not  think  so. 

7605.  To  a  certain  extent,  I  suppose  you  would  say 
that  they  are  responsible.  They  cannot  wash  theii- 
hands  of  the  bank,  can  they  ? — No,  nor  do  any  govern- 
ment of  any  coantry  wash  their  hands  of  the  bank. 
The  whole  country  is  involved  in  it,  and  therefore  the 
Government — because  the  Government  are  the  country 
— are  involved  in  the  success  of  the  bank. 

7606.  Ton  must  di-aw  a  distinction  between  a  State 
bank,  which  this  would  be  in  a  very  special  sense,  and 
such  banks  as,  for  instance,  the  Presidency  banks 
which  now  exist.  Surely  the  Government  would  be 
far  more  responsible  for  the  doings  of  this  new  bank 
than  it  is  for  those  of  the  Presidency  banks  ? — ^I  should 
guess  that  in  giving  a  charter  to  the  State  bank  the 
Government  would  secure  itseM  on  the  important 
points  in  which  the  bank  might  or  possibly  could  go 
wrong. 

7607.  You  think  it  is  possible  it  might  do  that  ? 
— To  a  great  extent  I  do. 

7608.  {Chiiirman.)  Let  me  put  a  case  to  you  :  You 
suggest  that  all  the  Government  balances  should  be 
transferred  to  this  bank,  and  you  suggest  that  it  should 
be  within  the  discretion  of  the  bank  to  keep  those 
balances  where  they  think  desirable,  either  in  London 
or  in  India.  There  has  been  a  great  deal  of  criticism 
of  the  Government  of  India — we  do  not  want  now  to 
go  into  the  question  of  whether  it  is  well  or  ill-founded 
— ^for  withdrawing  balances  from  India  and  lending 
them  out  in  London.  Suppose  such  a  bank  pursued 
exactly  the  same  policy,  woiild  the  Government  of 
India  escape  criticism  under  yom-  scheme,  or  would 
they  be  expected  to  intervene  to  control  the  bank  ? — I 
entirely  approve  of  lending  money  which  is  in  London. 

,7609.  I  am  talking  of  the  people  who  do  not 
approve;  against  whom  would  their  criticism  be 
directed  ?  Lam  not  asking  whether  the  policy  is  right 
or  wrong,  but  you  know  there  has  been  a  great  deal  of 
criticism  of  it  ? — ^Yes,  there  has. 

7610. ,  Suppose 'the  bank,  having  the  management 
(Of  the  balances,  instead  of .  lending  the  money  in  India 
find  it  more  desirable  to,  lend  it  in  London,  and  bring 
it  over  here  and  lend  it  here,  we  might  expect  the  same 
criticism  from,  the  same  quarters — ^you  think  ill-  ' 
informed  criticism — ^but  we  might  expect  the  same 
criticism  ?■ — Yes.         ,  , 

7611.  Would  the  bank  act  as  a  lightning  conductor 
ivhich  would  carry  away  all  that  criticism  from  the 
Government,  or  would  people  look  past  the  bank  to  the 
Govemmejit  and  say  to  the  Government,  why  do  you 
aUow  the  bant  to  do  this  ? — The  bank  would  be 
entirely  responsible. 

7612.  {Lord  Kilbraclcen.)  And  would  be  held  entirely 
responsible  by  the  people  in  India  ? — Yes,  I  think  so. 

7613.  {Chairman.)  And  the  , public  would  be  satis- 
fied that  in  such  a  case  they  had  no  recourse  to  the 
Government  of  India,  and.,  that  the  Government  of 
India  was  not  open  to  any  criticism  .>'^-I  can  only  speak 
as  one  of  the  public. . 

7614.  That  is  your  opinion  ? — That  is  my  opinion. 


The  wiimess  withdrew. 


308 


ROYAL   COMMISSION    ON    INDIAN    FINANCE   AND   CURKESGY 


At  the  India  Office,  WhitehaU,  S.W. 


EIGHTEENTH  DAY. 


Thursday,  July  31,  1913. 


PbBSENT  : 

The  Right  Hon.  AUSTEN  CHAMBERLAIN,  M.P.  [Chairman). 


Lord  KiLBRACKEN,  G.O.B. 

Sir  RoBBET  Chalmbes,  K.O.B. 

Sir  Eenest  Cable. 

Sir  SHAPrEJi  Buejoeji  Beoacha. 

Sir  James  Begbie. 


Mr.    ROBEET   WOODBUBN    GiLLAN,    C.S.I. 

Mr.  Henet  Neville  Gladstone. 
Mr.  John  Matnaed  Keynes. 

Mr.  Basil  P.  Blackett  (Seereta/ry). 


Mr.  P.  C.  Le  Maeohant  called  and  examined. 


7615.  (Chairman.)  Will  you  he  kind  enougli  to  tell 
the  Commission  briefly  wliat  your  experience  has  been 
in  connection  with  Indian  finance  ? — I  was  a  member 
of  the  Council  from  February  1896  till  my  10  years' 
term  had  expired  in  1906.  I  succeeded  to  the 
Chairmanship  of  the  Finance  Committee  when 
Mr.  Hardy  retired,  and  in  my  actual  appointment  I 
succeeded  Mr.  Bertram  Ourrie. 

7616.  Ton  were  also,  I  think,  a  member  of  the 
Powler  Committee  ? — -Yes. 

7617.  May  I  ask  you  one  or  two  questions  in  regard 
to  the  Report  of  that  Committee  ?  The  Committee  in 
its  Report  recommended*  that  a  special  resei-ve 
should  be  formed  out  of  the  profits  on  the  coinage  of 
rupees  and  kept  in  gold.  Some  question  has  arisen 
in  the  evidence  we  have  had  as  to  what  you  meant  by 
"  gold  "  in  that  connection  ;  did  you  understand  it  as 
actual  gold  or  as  covering  gold  securities  ? — ^I  think 
the  predominant  idea  was  actual  gold,  but  the  working 
out  of  the  idea  may  not  have  been  fully  elaborated  in 
the  minds  of  the  Committee,  so  that  individually  I 
should  rather  substitute  "  sterling  "  for  "  gold."  Still, 
I  think,  especially  in  the  earlier  days  of  the  develop- 
ment of  the  policy,  that  gold  was  predominant. 

7618.  Have  you  followed  the  policy  of  the  Indian 
Government  since  ? — In  a  general  way  I  have ;  but  I 
cannot  say  that  I  have  official  information  on  most  of 
the  subjects.  • 

7619.  Ton  will  very  likely  be  aware  that  of  actual 
gold  in  the  Gold  Standard  Reserve  there  is  com- 
paratively little — rather  under  2  milhons — and  that 
the  major  portion  of  the  reserve  has  been  invested  in 
securities  ? — That  is  so. 

7620.  Do  you  think,  in  the  light  of  the  experience 
which  has  been  obtained,  that  such  a  proportion  of 
actual  gold  is  sufficient  ? — ^I  should  doubt  its  being 
sufficient  if  ■  the  Gold  Standard  Reserve  fund  was 
taken  by  itself  and  separated  from  the  Paper  Currency 
Reserve.  In  the  first  instance,  after  the  Fowler 
Committee  Repox-t  there  was  no  separation,  and  the 
Paper  Currency  Reserve  was  the  whole  fund.  It  was 
on  its  separation,  if  my  memory  is  correct,  that  a 
recommendation  came  from  the  Government  of  India 
to  invest  primarily  in  Consols ;  and,  following  to 
some  extent  the  precedent  of  the  Paper  Currency 
Reserve,  and  still  more,  having  regard  to  the  fact  that 
the  requirements  of  the  gold  fund  would  be  mainly  in 
London,  I  think  that  was  not  departing  from  the 
essential  principle  of  the  recommendation  of  the  Com- 
mittee. But,  as  I  was  saying  before,  if  there  were 
no  gold  in  the  Paper  Currency  Reserve,  and  no  gold 
on  that  account  in  London,  or  easily  available  in 
London,  it  would  be  questionable  whether  so  large  a 
proportion  of  the  Gold  Standard  Reserve  fund  should 
be  in  securities. 

7621.  In  the  light  of  recent  events  would  you 
think  it  wise  to  invest  any  portion  of  the  reserve  in 
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first-class  securities  such  as  Consols,  but  with  no  date 
of  redemption  fixed  ? — There  is  a  great  difference  of 
feeling  among  many  leading  authorities  in  the  City 
on  that  subject.  Just  at  this  moment  there  is  a 
revulsion  of  feeling  in  favoiu"  of  longer-dated  securities, 
and  1  should  think  from  my  own  point  of  view  that 
they  are  right.  The  first  question  was,  what  was  the 
security  that  was  most  easily  saleable  and  most  avail- 
able at  the  Bank  of  England  ?  One  should  bear  in 
mind  throughout  that  the  relations  of  the  Seci-etary  of 
State  to  the  Bank  of  England  affect  the  choice  of 
securities.  At  the  time  Consols  were  purchased  they 
conimanded  a  wide  market,  more  than  any  other  gilt 
edged  security.  But  I  would  question  how  far  invest- 
ments ought  to  be  made  in  Consols  now.  Looking 
at  the  proportion  already  in  Consols,  I  think  that 
it  is  wiser  to  buy  stocks  with  maturities,  and  especially 
Treasury  bills  and  other  stocks  that  ran  off  of  them- 
selves. 

7622.  As  I  understand  you,  the  amount  of  gold 
which  you  would  think  it  necessary  to  keep  in  the 
Gold  Standard  Reserve  would  be  veiy  much  affected 
by  the  amount  of  gold  you  have  in  the  currency 
reserve  ? — Tes,  and  by  the  views  of  the  Secretary  of 
State  and  the  Government  of  India  about  the  location 
of  that  gold. 

7623.  Was  not  the  primary  object  of  the  Gold 
Standard  Reserve  to  maintain  the  rate  of  exchange  ? — 
Certainly. 

7624.  And  of  the  Currency  Reserve  to  maintain  and 
provide  for  the  enoashability  of  the  notes  ? — That  is  so. 

7625.  To  a  certain  extent,  if  I  understand  you 
aright,  you  are  treating  the  currency  reserve  as  a 
security  for  the  maintenance  of  exchange  P — Tes,  to  a 
certain  extent,  in  fact  to  a  material  extent,  I  think 
I  would  say. 

7626.  Have  you  ever  thought  whether,  if  their 
objects  are  to  be  to  that  extent  mingled,  it  might  be 
desirable  or  possible  to  amalgamate  the  two  reserves  ? 
— I  think  that  as  greater  experience  is  gained — but 
experience  is  a  matter  of  rather  slow  growth  in 
currency  questions — there  might  be  some  advantages, 
but  at  the  moment  the  difficulty  that  would  occur  to 
me  is  that  it  is  necessary  that  the  Paper  Currency 
Resei-ve  should  be  \mder  statute  and  fixed  by  statute. 
There  is  a  certain  amount  of  elasticity  in  the  Gold 
Standard  Reserve  and  the  use  of  |it ;  and  though,  in 
practice  and  by  agreement  between  the  Secretary  of 
State  and  the  Government  of  India,  the  applications 
of  it  are  weU  defined,  I  think  there  have  been  instances 
in  which  the  silver  portion  of  the  Indian  branch  has 
been  used  in  a  way  that  it  might  have  been  rather 
difficult  to  define  by  statute.  Suppose,  for  instance, 
it  is  desired  to  give  very  considerable  freedom  and 
discretion,  that  conflicts  with  the  idea  of  a  statute 
which  implies  precise  limitation.  So  far  as  I  can 
foUow  it  at  present,  the  views  of  the  Secretary  of 
State  and  the  Government  of  India  are  so  much  in 
harmony,  and  they  appear   to     agree  so    largely  in 
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principle  and  on  thg  amount  of  the  funds  and  the 
distribution  of  the  funds,  that  I  think  it  almost  has 
the  effect  of  a  statute  so  far  as  concerns  the  Gold 
Standard  Reserve  for  practical  purposes. 

7627.  May  I  take  it  from  what  you  have  just  said 
that  you  still  think  it  would  not  be  wise  to  bring  the 
Gold  Standard  Reserve  under  statutoiy  regulation  ? — • 
I  should  rather  hesitate  to  do  it  yet. 

7628.  Until  a  wider  experience  has  been  gained  ?■ — 
Tes. 

7629.  We  have  heard  a  good  deal  of  criticism  of 
this,  which  I  have  called,  for  want  of  a  better  term, 
in-and-out  working  of  the  two  reserves.  It  has  been 
put  to  us  by  some  witnesses  that  it  appears  veiy 
anomalous  that  there  should  be  silver  in  a  reserve 
which  is  intended  to  preserve  exchange,  whilst,  on  the 
other  hand,  there  should  be  gold  in  a  reserve  which  is 
created  in  order  to  f)rovide  for  the  encashment  of  notes 
iu  rupees.  '  What  is  your  opinion  about  that  ? — It  is 
anomalous,  but  each  branch  has  grown  up  from  the 
necessities  of  the  case,  viz.,  on  the  one  hand  to  keep  in 
London,  and  available  there,  as  much  gold  as  can  be 
spared  to  maintain  exchange,  and  on  the  other  hand  to 
have  in  India  a  supplement  of  silver  which  can  be 
dealt  with  more  freely  than  if  it  were  under  the  Indian 
Paper  Currency  Act.  When  Council  bills  are  paid  by 
silver  withdrawn  from  the  Indian  branch  of  the  Gold 
Standard  Reserve  it  is  now  the  pi-actice  of  the  Secretary 
of  State  to  add  temporarily  a  corresponding  amount  in 
sterling  to  the  London  branch  of  the  same  reserve,  by 
means  of  a  deposit  at  the  Bank  of  England,  or  in  some 
other  sterling  form,  and  not  immediately  to  earmark 
gold.  If  this  silver  were  to  be  transferred  to  the 
Paper  Currency  Reserve  it  would  seem  necessary  to 
amend  the  Act  to  secure  continuance  of  the  same 
powers. 

7630.  I  think  it  is  clear  from  the  Report  of  the 
Powler  Committee  that  they  intended  that  this  Gold 
Standard  Reserve  shoiild  be  kept  in  India? — I  have 
not  any  clear  recollection  as  to  how  far  that  was  defined, 
but  I  think  in  the  first  instance  that  was  the  idea, 
that  gold  should  be  shipped  to  England  if  exchange 
fell.  On  the  other  hand,  the  moment  the  Secretary  of 
State  began  investing  it  in  Consols  and  sterling 
securities,  that  was  a  step  in  the  direction  of  keeping 
it  here. 

7631.  Even  if  kept  in  India,  I  understand  that  the 
Fowler  Committee's  idea  of  the  use  that  would  be  made 
of  it  was  that  in  a  crisis  it  would  be  made  available  in 
India  for  shipment  to  London  ? — It  was. 

7632.  If,  then,  when  the  crisis  comes  for  which  it  is 
provided,  it  is  needed  in  London,  do  you  see  any 
objection  to  the  policy  which  the  Secretary  of  State 
has  actually  pursued  of  keeping  it  in  London? — It 
appears  to  me  absolutely  necessary  to  keep  it  m 
London,  and  I  think  the  state  of  affairs  that  occm-red 
in  the  years  1907-8  and  1908-9  emphasises  that. 

7633.  Would  you  develop  that? — The  Fowler 
Committee  recommended  that  the  gold  reserve  should 
be  made  freely  available  for  foreign  remittance  when 
exchange  fell  below  specie  point,  the  method  to  be 
according  to  circumstances.  As  one  method  they 
suggested  remitting  gold  to  England  with  a  corre- 
sponding reduction  in  Council  bills.  Another  course 
which  was  not  specified,  but  would,  I  think,  have  been 
consistent  with  the  principle  of  the  recommendation, 
would  have  been  to  pay  gold  to  the  banks  which 
needed  remittances,  to  be  apphed  to  reduce  indebted- 
ness abroad.  In  the  crisis  year  1907-8  the  reduction 
of  Council  bills,  which  hsd  proved  a  potent  instrument 
for  maintaining  exchange  in  previous  years,  wa^  not 
sufficient;  the  balance  of  trade  was  exceptionally 
adverse,  imports  not  having  dimimshed  in  at  ail  the 
same  proportion  as  exports,  and  the  Government, 
after  apparently  some  hesitation,  met  tiie  emergency 
by  reversing  the  usual  procedure,  and  offered  m  In^a 
sterling  drafts  on  London.  To  meet  those  drafts  the 
presence  of  the  gold  or  sterUng  securities  in  London 
was  a  paramount  necessity.  .,  ^i    .    t  j-     • 

7634  When  they  made  gold  available  m  India  m 
1907  and  1908  did  you  think  the  result  was  satisfactory 
from  the  point  of  view  of  the  support  of  exchange  ? 
—No.     It  is  impossible  to  speak  positively   on  this 
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subject,  especially  if  one  has  no  official  contact  with  it. 
T  cannot  say  whether  it  would  have  been  possible  to 
pay  out  the  gold  to  remitting  banks,  to  whom  the 
sterling  drafts  were  delivered.  There  are  always  great 
difficulties  in  discriminating.  My  answer  to  your 
question  would  be  that  it  was  not  satisfactory  in  its 
results. 

7635.  As  a  matter  of  fact,  in  the  way  in  which  it 
was  done,  the  major  portion  of  the  gold  did  not  go  to 
the  support  of  exchange  ? — So  far  as  I  have  been  able 
to  follow. 

7636.  Accordingly,  in  the  light  of  experience,  you 
have  come  to  the  conclusion  that  the  Gold  Standard 
Reserve  ought  to  be  retained  in  London  ? — Tes. 

7637.  Would  you  keep  a  portion  of  it  in  gold, 
which  would  vary  according  to  the  amount  of  gold  that 
there  might  be  in  the  Currency  Reserve  i* — ^I  think  it 
might  be  convenient  to  have  some  minimum  limit, 
such  as  5  millions,  or,  if  gold  in  the  Paper  Currency 
Reserve  was  not  available  in  London,  I  think  then  it 
would  be  neoessaiy  to  have  10  millions. 

7638.  It  has  been  put  to  us  by  some  witnesses  that, 
after  all,  we  have  to  revise  our  ideas  rather  as  to  the 
saleability  of  securities  in  view  of  the  recent  course  of 
events  in  London  and  elsewhere,  and  that  whatever 
may  have  been  thought  10  or  15  years  ago,  you  want 
a  strong  defence  in  actual  gold  now  to  give  you  time  to 
realise  whatever  securities  you  have  ? — That  is  so.  The 
demands  on  the  Government  in  London  are  spread  over  a 
certain  number  of  months  ;  for  instance,  when  the  bills 
I  am  speaking  of,  some  8  millions,  were  sold  they  did 
not  all  fall  due  at  the  same  moment,  and  so  also  with 
the  expenditure  in  London.  There  is,  therefore,  a 
certain  latitude  of  time  in  dealing  with  the  securities  ; 
and  looking  at  the  large  amount  of  bills  that  are  held, 
they  would  either  run  off  or  would  be  exceedingly 
convenient  to  borrow  on  for  a  short  period ;  so 
that,  looking  at  the  list  of  securities  so  far  as  I  have 
been  able  to  examine  it  at  present,  I  should  feel  that 
on  the  whole  a  large  pai-t  was  liquid. 

7639.  I  think  the  Fowler  Committee  also  con- 
templated the  early  establishment  of  a  gold  currency  ? 
—Tes. 

7640.  Do  you  consider  that  that  recommendation 
has  been  fulfilled  by  the  steps  which  have  been  taken  ? 
— A  very  large  amount  of  gold  has  gone  into 
India.  I  state  that  point  first,  because  one  of  the 
objections  to  the  gold  standard  as  a  whole  that  was 
urged  by  authorities  of  considerable  importance  was, 
that  it  would  be  impossible  to  get  gold  into  India. 
Various  expedients  were  suggested,  and  so  first-i-ate 
an  authority  as  Lord  Swaythling  (as  he  subsequently 
became),  suggested  ways,  such,  for  instance,  as  making 
duties  payable  in  India  in  gold,  and  other  expedients 
of  that  kind,  which  I  have  no  doubt  were  perfectly 
sound  in  themselves,  but  proved  to  be  not  required. 
I  mei'ely  refer  to  that  as  showing  the  ideas  that  were 
in  the  minds  of  experts  as  to  the  difficulty  of  getting 
gold  at  all.  That  difficulty,  one  may  say,  has  sur- 
mounted itself. 

7641.  And,  as  I  understand,  it  has  so  much  sur- 
mounted itself  that  critics  are  beginning  to  suggest 
that  too  much  gold  goes  to  India  ? — ^It  is  so.  It  is 
the  occasion  for  many  of  the  criticisms  on  the  policy 
of  the  Government.  The  objection  which  has  most 
force  is  that  the  gold  passes  away  from  currency  uses 
and  is  hoarded.  Hoarding  is  an  elastic  phrase.  It 
has  been  said  by  an  Indian  authority  that  in  India 
every  man  is  his  own  banker.  Under  these  conditions 
much  of  the  gold  is  not  immediately  effective  as 
currency,  though  potentially  it  may  come  into  use. 
In  1898  much  was  said  of  the  possible  use  of  silver 
ornaments  as  a  domestic  reserve.  In  some  respects 
the  same  may  now  be  said  of  gold,  whether  in 
ornaments  or  bullion,  and  still  more  of  sovereigns. 
But  I  am  not  aware  how  far  gold  in  any  form  came 
out  of  hoards  in  1908.  Sovereigns  would  have  been 
merged  in  the  circulation. 

7642.  In  talking  about  the  possibility  of  its  coming 
forward  again  as  currency  you  alluded  to  the  con- 
tingency of  famine  ;  T  gather  you  are  a  little  doubtful 
how  far  it  would  come  forward  then  ? — ^It  is  a  matter 
of  degree  and  of  place.     Those  parts  of  India  where 
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sovereigns  are  not  hoarded  would  not  have  them  to 
produce,  and  I  gather  from  the  currency  reports 
on  India  that  there  is  a  very  wide  difference  in  the 
practice  in  the  different  parts,  so  that  it  would  rather 
depend  on  the  locality  of  the  famine.  Still  I  am  not 
impressed  with  it  as  a  matter  of  great  importance. 

7643.  What  1  x-ather  wanted  to  put  to  you  was 
whether  you  thought  there  were  any  other  circum- 
stiinces,  except  the  pressm-e  of  famine,  which  would 
be  likely  to  bring  this  gold  out.  Suppose,  for  instance, 
you  have  an  exchange  crisis  apart  from  the  pressm-e 
of  famine,  would  the  man  who  hoai-ded  gold  be  likely 
to  produce  then,  in  order  to  turn  into  food,  whatever 
gold  or  ornaments  he  has  ? — No.  I  think  the  pro- 
bability is,  looking  at.  the  characteristics  of  races,  that 
he  would  rather  keep  it. 

7644.  That  being  so,  the  development  of  events 
having  been  what  you  have  describe'd,  do  you  hold 
now  that  it  should  be  the  business  of  the  Indian 
Government  to  press  a  gold  currency  ? — No,  I  cer- 
tainly would  not  press  it,  least  of  all  in  those  parts 
of  India  whei'o  the  community  appear  to  dispense  with 
it  conveniently.  I  think  it  has  always  been  stated 
that  in  Bengal,  for  instance,  in  the  jute  country  and 
in  the  rice  country,  the  demand  for  gold  is  of  an 
exceedingly  slender  character,  and,  so  far  as  there  is 
a  demand,  it  is  for  ornaments.  On  the  other  hand, 
if  you  take  the  Punjab  and  Northern  India,  and,  above 
all,  Bombay,  it  appears  to  me  that  the  statistics  point 
to  there  being  a  very  active  demand.  The  reports 
give  abundant  evidence  that  in  the  parts  just  men- 
tioned the  sovereign  is  in  increasing  use  as  currency  in 
an  effective  manner,  and  used  by  all  classes  in  daily 
transactions. 

7645.  We  have  had  evidence  as  to  those  very 
marked  local  distinctions  in  the  use  of  gold.  Do  I 
interpret  your  view  rightly  if  I  say  that  you  would 
recommend  the  Government  of  India  to  provide  the 
people  of  India  with  what  they  ask  for  ? — Tes,  with 
one  qualification.  Where  it  is  evident  that  the  flemand 
for  sovereigns  is  only  in  place  of  bullion  I  should  be 
in  favour  of 'restriction  in  the  issues,  especially  when 
there  are  indications  of  impending  famine  or  crisis. 
This  is  a  matter  of  administration ;  restriction  has 
already  been  exercised  when  the  supply  has  ran  short  ; 
the  Government  is  under  no  legal  obligation  to  give 
gold.  In  France  there  is  economy  in  the  issue  of  gold, 
at  least  to  the  general  public.  I  should  be  in  favour 
of  meeting  the  demand  for  sovereigns  in  the  places 
where  they  form  part  of  active  circulation,  but 
restricting  issues  where  that  is  not  the  case.  Every 
year  adds  to  experience  as  to  the  local  uses  of  sover- 
eigns— at  times  there  has  been  a  falling  off  in  the 
receipts  of  sovereigns  from  the  public  by  railways  and 
post  offices :  latterly  again  a  marked  increase.  Pro- 
gressive experience  is  the  best  guide  to  action  'in 
regard  to  the  distribution  of  gold. 

7646.  I  think  you  told  me  that  in  your  opinion 
gold  in  circulation,  at  any  rate,  until  it  reaches  very 
large  figures,  is  not  of  great  efficacy  for  the  support  of 
exchange  in  a  crisis  ? — That  is  so.  I  think  it  is  a 
matter  of  degree.  One  often  uses  the  word  "  circula- 
tion "  in  a  way  which  it  might  be  difficult  to  define. 
If  one  fixed  the  resei-ves  of  Government  at  any  one 
given  moment  as  fully  adequate  to  maintain  exchange, 
I  am  inclined  to  think  that  for  any  additional  currency 
that  has  to  be  coined  after  that  date,  gold  is  as  effec- 
tive as  mpees  supported  by  a  proportion  of  gold.  I 
am  not  prepared  to  say  that  there  is  a  marked  differ- 
ence. 

7647.  In  the  meantime,  as  long  as  you  are  coining 
rupees,  you  are  adding  to  the  Gold  Standard  Eesei-ve, 
are  you  not  ? — Tou  are. 

7648.  Provided  that  you  do  not  exceed  the  real 
demand  for  currency  in  India,  do  you  see  any  cause 
for  alarm  in  the  growth  of  the  rupee  cii-culation  ? — It 
is  a  difficult  thing  to  forecast  how  the  position  would 
appear  if  one  imagined  it  increased  over  a  succession 
of  years.  Speaking  at  this  moment  I  should  feel  no 
alarm,  because  the  Gold  Standard  Eeserve  would 
increase,  and  a  considera.ble  proportion  of  the  rupees 
that  were  coined  would  go  out  of  circulation ;  so  that 


from  that  point  of  view  I  think  the  risks  froni  addir 
tional  coinage  are  exceedingly  slight.  It  was  just 
possible  that  a  different  set  of  circumstances  _  might 
have  occurred,  and  at  one  time  it  looked  as  if  they 
would  occur  ;  it  looked  as  if  silver  might  rise  to  a 
point  intermediate  between,  say,  27d.  or  28d.  and  the 
42d.,  which'  would  approximately  be  the  equivalent  of 
the  Is.  M.  In  that  case  there  might  have  been  a  much 
lesser  proportion  of  gold  accumulated  in  proportion 
to  the  coinage.  I  do  not  know  that  that  would  have 
been  a  very  serious  risk,  but  still  it  affects  calculations 
if  the  accumulation  in  reserve  is,  say,  half  what  it  is  at 
present.  For  the  time  being,  owing  largely  to  the 
action  of  other  countries  in  demonetising  silver,  that 
risk  seems  to  have  passed  away. 

7649.  There  is  no  way  in  which  the  Gold  Standard 
Reserve  is  increased  at  present,  I  think,  except  by  the 
coinage  of  new  rupees  and  the  iaterest  on  the  sum 
already  in  reserve  ? — That  is  so. 

7650.  Suppose  that  when  there  is  a  dernand  for 
fresh  currency  you  issue  gold  instead  of  rupees,  your 
Gold  Standard  Reserve  ceases  to  grow? — Except,  if 
gold  is  being  shipped  out  and  being  handed  in  to  the 
treasuries  or  rather  into  the  Paper  Currency  Reserve, 
Then  you  get  gold  ;  but  otherwise  you  are  not  increasing 
reserves. 

7651.  Unless,  therefore,'  the  gold  comes  out  of 
circulation  and  back  into  the  currency  resei-ve,  the 
Gold  Standard  Reserve  in  the  hands  of  the  Government 
in  support  of  exchange  ceases  to  grow  ? — I  should 
have  thought  that  if  there  were  large  importa- 
tions of  sovereigns  by  the  public,  and  those  were 
handed  to  the  Government  for  existing  rupees  or  for 
notes,  that  at  all  events  the  Paper  OuiTency  Reserve 
gold  would  grow,  and  that  that  to  some  extent  would 
fulfil  the  same  pui-pose. 

7652.  May  I  take  it  that  in  either  case  you  would 
hold  that  gold  in  one  of  the  reserves  is  far  more 
valuable  for  the  support  of  exchange  than  gold  in 
circulation  ? — It  certainly  is  with  the  present  uses  of. 
gold  in  India.  How  far  if  those  change,  rP ,  for  instance, 
the  effective  use  of  a  gold  currency  developes  in  a 
considerable  part  of  India,  that  might  be  to  some 
extent  modified,  I  am  not  prepared  to  say  ;  but  under 
pi-esent  circumstances,  it  is  as  you  say. 

7653.  May  I  ask  your  opinion  about  England,  by 
way  of  getting  more  exactly  your  mind  on  this  subject  ? 
We  have  a  veiy  large  amount  of  gold  in  currency ;  do 
you  think  that  gold  is  largely  available  for  the  support, 
of  exchange  in  a  crisis,  or  does  it  represent  in  the  main 
a  certain  amount  of  coin  which  we  find  it  "convenient 
to  have  in  our  pockets,  and  which  we  carry  regardless 
of  the  condition  of  the  money  market  P — I  think  if  you 
distinguish  between  the  gold  in  the  pockets  of  the 
public  and  the  gold  in  the  banks,  it  is  so.  No  doubt 
there  is  a  considerable  amount  of  gold  in  the  reserves 
of  the  various  banks  in  England,  and  presumably  that 
would  be  efficacious. 

7654.  I  think  that  does  explain  to  me  what  you 
were  saying.  As  long  as  the  gold  goes  into  what  we 
call  hoards  in  India,  or  into  gold  ornaments  and  so 
forth,  it  is  not  of  great  value  to  exchange? — It  is  of 
none  whatever. 

7655.  If  it  is  accumulated  in  the  reserves  of  the 
banks,  or  in  the  Indian  treasuries,  then  you  would, 
consider  it  of  great  value  to  exchange  ? — No  doubt. 

7656.  You  have  observed  that  the  circulation  of 
notes  has  increased  veiy  largely  in  India  ? — I  think  it 
has  doubled  in  about  11  years. 

7657.  You  said  just  now  that  you  would  be  inclined, 
if  you  were  the  Government  of  India,  to  give  the  public 
what  they  wanted;  would  you  have  any  preference, 
that  they  should  take  one  form  of  currency  i-ather  than 
another  ?— I  think  notes  would  certainly  be  preferable. 
Of  course,  the  habits  of  the  people  plainly  bear  on  it, 
but  as  to  which  is  preferable  I  should  say  that  notes  are 
unquestionably  preferable. 

7658.  If  the  Government  of  India  could  exercise 
any  influence  to  increase  the  circulation  of  notes  rather 
than  gold  or  mpees,  would  you  favour  that  course  ? — 
Decidedly. 

7659.  Now  may  I  ask  yon  a  question  or  two  about 
the  opening  of  a  mint  in  India  for  gold  coinage;   I 
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tHnk  the  Committ|p  of  1898  recommended  that  »— 
They  did. 

7660.  Can  you  tell  me  at  all  what  importance  they 
attached  to  it,  and  why  they  attached  importance  to  it  P 
—I  thmk  partly  it  was  connected  with  the  production 
of  gold  m  India  itself,  which  was  taken  at  about  two 
millions  a  year.  There  was  no  doubt  that  if  that  had 
been  minted  and  remained  as  coinage  in  the  country, 
after  a  certain  succession  of  years  it  would  have  become 
an  appreciable  item.  I  think  also  there  was  the  idea 
that  it  fell  in  with  the  sentiments  of  the  counti-y. 

7661.  Was  the  recommendation  connected  with  the 
idea  which,  as  you  say,  had  been  presented  to  you  by 
witnesses  of  great  experience,  that  you  could  not  get 
gold  into  India? — Yes,  to  some  extent. 

7662.  Did  you  consider  it  an  important  recommen- 
dation ?— No.  I  think  if  it  had  been,  the  Government 
would  have  followed  it  up  with  greater  force.  One 
consideration  that  told  against  it  was  that  the  prospect 
of  seouring  the  gold  produced  in  India  was  doubtful. 
There  were  some  incidental  circumstances  that  told 
agailist  the  Government  securing  it,  and  it  was  quite 
plain,  I  think,  that  if  the  gold  was  not  obtained,  the 
raison  d'etre  for  it  mainly  disappeared. 

7663.  Could  you  tell  me  whether  those  circumstances 
have  changed  since  that  time  ? — I  should  doubt 
whether  they  have.  Of  course  there  was  always  a 
possibility  that  some  of  the  gold  imported  in  bars 
might  have  gone  to  the  mint,  but  that  was  not  such  a 
likely  circumstance. 

7664.  There  was  no  advantage  to  the  importer,  was 
there,  in  taking  bars  to  the  mint  there,  rather  than  in 
bringing  gold  to  the  mint  here  ? — The  bars  presumably 
are  largely  imported  for  ornaments.  I  have  at  times 
heard  that  formerly  the  bars  were  imported  when  there 
was  any  degree  of  unsettlement  in  fiidia.  This  I  did 
not  hear  oflGlcially,  but  a  friend  who  was  in  the  Indian 
trade  told  me  that  he  had  extensive  orders  for  bars  if 
there  was  any  political  disquiet,  on  the  ground,  I  sup- 
pose, that  in  that  form  it  was  easier  to  convey  away  or 
to  conceal.  Of  course  it  might  always  have  turned 
out  that  some  of  that  gold  would  have  come  ,to,  be 
riinted  subsequently,  but  still  that  would  not  be  a  very 
important  element. 

7665.  On  the  whole,  the  people  who  took  bars  under 
those  circumstances  did  not  take  them  for  the  purpose 
of  tendering  them  for  coinage,  but  for  the  purpose  of 
putting  them  in  a  safe  place  until  the  disturbance 
passed  away  ? — Yes,  and  probably,  retaining  them 
dltogeth,er. 

7666.  The  Fowler  Committee  had  to  deal  with  a 
^eat  many  subjects  on  which  they  had  perhaps  not 
very  much  experience  to  guide  them ;  now  that  we  have 
seen  their  recommendations  at  work  or  a  portion  of 
Them,  do  you  attach  importance  to  the  opening  of  a 
gold  mint  in  India  ? — 'So,  I  do  not.  I  am  aware  the 
opinion  is  held  by  people  of  great  Indian  experience 
that  minting  a  purely  Indiau  gold  coin  would  be  an 
advantage;  but  if  the  coining  of  Mohurs  is  excluded 
and  there  are  decided  objections  to  that  course,  I  do 
not  see  the  "advantage  of  a  mint  for  gold.  The  Mohur 
might  conflict  with  the  sovereign,  which  is  the  coin  of 
the  Emipire. 

'  7667.  I  am  not  quite  certain  how  far  you  are 
prepared  to  express  opinions  on  some  of  the  subjects 
which  have  been  remitted  to  us;  but  at  any  rate 
I  should  like  to  ask  you  whether  you  have  formed  any 
strong  opinion  as  to  the  desirability  Or  otherwise  of  the 
establishment  of  a  State  bank  in  India  ?— As  a  general 
proposition  a  well -constituted  and  managed  bank  is  an 
advantage  to  the  community,  but  in  the  particular  case 
in  question,  that  of  a  State  bank,  the  circumstances 
differ  widely  from  those  of  a  bank  on  a  commercial 
basis  and  the  forms  which  the  constitution  of  such  a 
bank  might  assume  vary  from  types  of  strictly  limited 
sphere  to  others  designed  to  take  a  large  share  of  the 
business  of  India  abroad  as  weU  as  at  home.  Among 
projects  mentioned  in  1899  was  one  by  S;^  very  eminent 
authority,  that  of  a  bank  with  a  capital  of  14,000  OOOi. ; 
not  necessarily  to  compete  with  the  Presidency  banks, 
who  were  to  be  invited  to  form  the  nucleus  of  it.  Ihis 
bank  was  to  confine  itseM  to  internal  business  and  act 
in  many  respects  Hke  the  Presidency  banks,  but  with 


larger  Government  funds  and  wider  powers.  It  was 
designed,  no  doiibt,  to  deal  with  one  of  the  main  ques- 
tions of  Indian  banking,  the  demand  for  advances 
during  the  movement  of  crops.  It  is,  however,  a 
question  whether  such  an  institution  would  be  re- 
munerative, and  whether  the  provision  for  seasonal 
demands  could  not  be  met  by  the  Government  through 
the  Presidency  banks  as  they  now  are.  So  far  as  I 
can  draw  an  inference  from  English  experience,  the 
expense  of  extending  numerous  branches,  with  their 
management  and  staff,  especially  in  India  where 
distances  are  large,  would  be  very  considerable. 

7668.  You  have  spoken  of  the  advantages,  or  the 
possible  advantages,  of  such  a  bank  to  trade,  and  you 
have  ,^iven  us  your  opinion  on  that.  One  of  the 
reasons  that  has  been  put  and  has  been  pressed 
most  strongly  on  us  by  witnesses,  I  think,  is  the 
desu'ability  of  relieving  Government  of  part  of  the 
intricate  financial  busineae  which  it  now  has  to  per- 
form. The  Government  of  India  and  the  Secretary 
of  State  between  them,  do  a  great  deal  of  what  we 
ordinarily  term  banking  arid  exchange  business. 
Supposing  that  anybody  saw  their  way  to '  recom- 
mending the  creation  of  such  a  bank  and  to  framing  a 
scheme  for  one,  do  you  think  that  such  a  bank  could 
relieve  the  Secretary  of  State  and  the  Government  of 
India  of  the  responsibility  which  they  now  bear? — I 
should  doubt  its  being  able  to  relieve  them  entirely. 
I  should  have  thought  that  at  all  events  the  Govern- 
ment of  India  and,  to  a  certain  extent,  the  Secretary 
of  Statfe,  were  so  immediately  concerned  in  the  note 
issue,  the  security  of  Government  balances,  and'the 
measures  to  meet  emergencies  as  in'  1908,'that  a  bank 
could  not  take  the  burden  entirely  off  their  shoulders. 
I  should  have  thought  too  there  was  some  risk  that 
the  bank  might  become  simply  another  Government 
institution — that  the  attetapt  to  exercise  control  by  a 
single  representative,  or  perhaps  by  two  representatives, 
might' not  work  in  a  completely  satisfactory  way,  and 
that  there  would  be  a  risk  that  it  would  really  become 
another  Government  department  Over  again. 

7669.  You  spoke  just  now  of  the  difficulties'  of 
trade  in  the  busy  season  and  of  the  rates  of  interest 
then  ;  I  think  you  said  that  you  thought'  Government 
and  the  banks  ought  to  be  able,  under  present  circum- 
stances, without  the  creation  of  a  new  institution,  to 
do  as  much  as  could  reasonably  be  done  ?  ^ —  I  do 
think  so.    . 

7670.  Do  you  think  Government  might  do  a  little 
more  that  it  does  now  in  the  busy  season  to  help  trade  ? 
— I  think  it  would  be  quite  possible  to-  make  advances 
for,  we  will  say,  from  two  to  three  months  at  a  time, 
from  November  to  the  end  of  March. 

7671.  To  whom  would  you  make  those  advances  ? — 
Exclusively  tothe  Presidency  hanks. 

7672.  Would  you  require  security  from  them  ? — ■ 
I  should  assume  that  the  money  would  be  used  to 
facilitate  trade,  especially  the  export  trade,  during  the 
period  before  merchani^  are  able  to  what  is  called 
make  bUls.  When  an  exporter  is  in  a  position  to  draw 
a  bill  on  London,  he  is  in  a  position  to  sell  it,  we  will 
say  to  an  exchange  bank,  so  that  it  is  difficult  to  say 
that  at  that  moment  there  ought  to  be  any  severe 
pressure  on  India ;  but  there  must  be  a  considerable 
interval  before  the  delivery  of  produce  when  the 
expenses  of  collection  and  other  expenses  up-country 
have  to  be  met,  and  at  that  season  he  is  not  in  a 
position  at  aU  times  to  offer  an  immediately  negotiable 
instrument.  I  should  assume  that  the  Presidency 
banks  with  their  knowledge  of  local  circumstances 
would  be  in  a  very  good  position  for  making  advances 
at  that  peiiod,  and  that  in  that  case  they  could  take 
the  bills  of  these  merchants ;  and  then  I  should  assume 
that  those  bills  with  their  endorsement  would  be  a 
reasonable  security. 

7673.  Have  you  formed  any  idea  in  your  own  mind 
of  the  sort  of  sum  that  it  would  be  desirable  for  the 
Government  to  lend  to  the  banks  under  those  circum- 
stances ? — I  think  there  are  two  questions — what 
amount  would  be  Ukely  to  be  effective,  and  also  what 
amount  the  Government  could  reasonably  spare  ?  Of 
course  there  is  always  a  risk  when  advances  of  that 
kind  are  made,  that  in  succeeding  yeai-s  trade  counts 
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upon  them,  and  that  what  might  be  sufficient  in  the 
first  instance  may  not  be  sufficient  in  a  subsequent  year. 
Putting  that  aside,  I  should  have  thought  that,  say, 
something  like  three  crores  or  presumably  in  some 
years  four  crores — of  coiu-se,  it  would  vary  with  the 
years,  the  produce,  and  the  circumstances — some 
amount  of  that  description  would  be  sufficient.  I 
indicate  it  rather  generally,  because  the  G-ovemment 
of  India  would  have  the  opportunity  of  collecting  the 
views  of  the  exchange  banks  and  chambers  of  commerce, 
and  would  be  in  a  better  position  for  naming  amounts. 
But  I  assume  some  such  amount  as  that  in  my  argu- 
ment. I  should  have  thought  that  an  amount  of  that 
kind  might  come  o\it  of  that  part  of  the  currency 
reserve  which  at  present  may  be  called  fiduciary,  and 
that  some  of  the  securities  there  might,  if  need  be,  be 
diminished.  The  money  would  earn  interest  to  some 
extent  as  those  securities  earn  interest,  and  I  think  it 
would  be  more  usefully  employed. 

7674.  Have  you  considered  whether  it  would  now 
be  safe  to  increase  the  fiduciary  portion  of  the  currency 
reserve  ?  At  present,  I  think  I  am  right  in  saying,  it 
is  fixed  at  a  particular  sum  by  statute  irrespective  of 
the  amount  of  notes  in  circulation  ? — I  believe  it  to  be 
so.     I  think  the  amount  is  14  crores. 

7675.  Have  you  ever  thought  whether  it  would  be 
safe  to  take  not  a  fixed  sum,  but  a  proportion  of 
the  whole  ? — 1  should  have  thought  it  would  be  an 
improvement  to  take  a  proportion. 

7676.  That  would  give  some  elasticity  to  the 
currency  system  which  it  now  lacks  ? — Tes.  I  think 
a  proportion  of  the  minimum  circulation  would  be  a 
safe  practical  basis. 

7677.  Do  I  understand  you  to  say,  take  a  series  of 
years  and  average  the  miaimum  circulation  over  five  or 
six  years,  say,  and  then  fix  your  proportion  on  that 
minimum  circulation  ? — I  think  that  calculation  would 
be  a  guide ;  but  the  increase  of  circulation  has  been  so 
rapid  in  the  last  two  or  three  years  that,  though  that 
would  give  a  principle,  I  think  one  would  have  to  look 
to  the  circumstances  of  the  last  year  or  two  particularly 
to  see  if  they  affected  the  result.  I  speak  with  hesita- 
tion, because  it  is  a  special  subject,  which  the  con- 
trollers of  the  currency  would  know  better  than  I 
do,  but  I  should  have  thought  25  per  cent.,  or  something 
of  that  kind,  would  do. 

7678.  In  principle,  at  any  rate,  you  would  take  no 
objection  to  that  ? — No. 

7679.  I  go  now  to  quite  a  different  subject.  "We 
have  been  asked,  amongst  other  things,  to  report  on 
the  financial  organisation  of  the  India  Office  ;  could 
you  suggest  any  alterations  for  us  fi-om  your  experience? 
— Is  that,  if  I  may  say  so,  rather  bearing  on  the 
Departments  or  on  the  Council  ?  The  members  of 
the  Council,  of  course,  are  rather  a  separate  matter 
from  the  staff  organisation. 

7680.  I  think  our  reference  included  both  ? — I  could 
imagine  that  there  might  be  use  in  individual  members 
of  the  Council,  each  of  them,  having  some  individual 
province.     I  think  possibly  rather 

7681.  Forgive  me  interrupting  you,  but  perhaps  my 
last  answer  might  mislead  you.  Tou  asked  me  if  we 
had  to  deal  with  members  of  the  Council ;  we  are 
concerned  only  with  them  as  they  touch  the  financial 
organisation  ? —  Of  course,  the  practice  differs  at 
different  times.  Sometimes  there  have  been  members 
of  Council  with  immediate  Indian  experience ;  then 
again  there  have  been  intervals  without. 

7682.  When  you  were  on  the  Finance  Committee 
and  chairman  of  that  body,  did  you  feel  that  you  had 
in  the  ordinary  course  of  the  organisation  as  much 
Indian  experience  as  you  needed  accessible  to  you  ? — Of 
coiu'se,  the  questions  came  forward  from  the  Govern- 
ment of  India  in  a  veiy  complete  foi-m,  and  there 
always  must  be  serious  responsibility  in  departing 
materially  from  their  views  on  any  purely  Indian 
subject.  An  important  side  of  the  finance  work  was 
in  1  elation  to  the  home  money  market,  the  sale  of 
Council  biUs,  questions  of  issues,  and  of  dealing  with 
funds  generally,  and  all  this  was  apart  from  the  con- 
sideration of  purely  ladian  questions. 

768S.  Then  your  experience  would  rather  lead  you 
to  say  that  what  is  requii-ed  in  the  Finance  Committee 


here  is  what  I  may  call  London  experience,  the  Indian 
experience  being  supplied  by  the  Government  of  India  ? 
— I  should  say  London  experience  is  required  for  home 
affairs,  but  Indian  for  Indian  affairs. 

7684.  I  put  the  question  to  you,  because  one  has 
become  aware  that  a  good  deal  of  the  criticism  directed 
against  the  present  organisation  has  its  root  in  an 
impression,  well  or  ill-founded,  that  London  is  over- 
represented  in  the  Council  of  the  Secretary  of  State, 
and  that  Indian  interests  are  sacrificed  to  London 
interests  ? — I  should  demur  to  that,  so  far  as  my 
experience  went.* 

7685.  {Lord  Kilbracken.)  I  think  when  you  were  on 
the  Finance  Committee,  you  had  always  on  your  side 
a  member  of  Council  who  had  had  first-hand  experience 
of  Indian  finance  and  commerce  and  had  spent  many 
years  in  India  ? — Tes  ;  that  was  rather  as  apart  from 
purely  official  experience. 

7686.  I  meant  to  exclude  official  experience  ;  I  was 
trying  to  describe  a  man  who  had  had  long  experience 
of  trade  and  financial  operations  in  India  itself.  Tou 
always  had  a  man  of  that  kind  as  a  member  of  your 
committee  when  you  were  chairman  ? — That  was  so, 
and  that  was  exceedingly  useful.  I  was  at  the 
moment  thinking  of  political  experience  and  official 
experience  rather  than  of  business  experience. 

7687.  (Chairman.)  From  your  experience  would 
you  say  there  was  no  ground  for  suggesting  that  owing 
to  the  character  of  the  organisation,  or  for  any  other 
reason,  the  interests  of  the  London  money  market-were 
allowed  to  outweigh  the  interests  of  India  ? — That  is 
so.  I  would  say  the  principal  way  in  which  the  interests 
of  the  London  money  market  came  in  was  as  bearing  on 
the  question  of  issues — on  raising  money — which  fSter 
all  was  one  of  the  material  and  most  imJ)ortant 
functions  of  the  committee. 

7688.  In  fact,  it  really  came  to  this — coidd  you  or 
could  you  not,  or  under  what  conditions  could  you, 
raise  the  money  thatlndia  required  ? — Tes. 

V689.  (Mr.  Keynes.)  I  believe  you  have  had  bvisiness 
relations  with  Russia  ? — I  have  some  business  connection 
with  Russia. 

7S90.  Have  you  any  knowledge  of  the  working  of 
exchange  in  that  country  ? — The  State  bank  provides 
exchange  on  certain  occasions. 

7691.  How  close  an  analogy  is  there  with  India  in 
the  matter  of  keeping  resei-ves  abroad  and  so  forth  ? — 
I  should  think  the  main  distinction  is  that  London  is 
so  eminently  the  capitalist  pai-tner  of  India,  much 
more  so  than  it  is  of  Russia,  that  the  circnmstances 
are  not  similar  Of  course,  Russia  has  to  remit  for  its 
coupons  mainly  to  Paris  and  in  a  lesser  degree  to 
London,  but  it  is  not  dependent  on  London  for  its 
finance  in  the  same  degree  that  India  is. 

7692.  I  did  not  mean  so  much  its  relation  to  London 
as  its  relation  to  foreign  countries  as  a  whole;  do  you 
think  that  the  system  works  out  in  detail  very  much 
like  the  Indian  system  or  not?— I  think  that  most 
Russian  banks  have  credits  with  the  leading  houses 
m  London  and  Paris,  and  the  State  bank  is  in  a  position 
to  draw  when  exchange  is  required.  I  do  not  know 
the  facts  as  to  what  reserves  it  may  have. 

7693.  Are  they  credits  in  the  sense  that  the  Govern- 
ment has  a  right  to  overdraw,  or  are  they  sums  left 
with  these  houses  ?  Do  you  mean  by  a  credit  that  the 
(government  can  borrow  from  these  houses,  or  that 
It  can  use  funds  which  it  has  temporarily  placed  with 
them  ?— I  am  not  able  to  answer  the  question.  I  have 
no  doubt  at  times  it  has  very  large  balances  vrith  these 
firms  in  London  and  Paris ;  but,  if  those  balances  were 
to  diminish  I  should  assume  it  could  draw  by  arrange- 
ment; but  this  IS  a  matter  of  special  knowledge,  which 
i  do  not  possess.. 

•  J^fi.^'  ?  ?.  ^"'^^^^^  '"^^  important  point  in  connection 
with  the  Indian  problem,  because  the  Government  of 
India  have  either  kept  liquid  funds,  or  else  they  assume 
they  have  to  sell  out  their  securities  ?— Tes,  that  is  so. 

theCo^^nHI^^f^i'''  r^^'*=*'^').'=  The  ex-financial  member  of 
ottS^r^Ln  .f^v,^°J''™f  ■^'"'''■^l  °^  India  was  a  member 
ot  the  Council  of  the  .-ecretary  of  State,  and  of  the  Finance 

Hovernmeut      ■'''""''''  Department  of  the  Indian 
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7695.  With  regard  to  tke  establishment  of  a  State 
bank,  you  say  there  «,re  a  number  of  practical  diffi- 
culties in  setting  it  up.  Some  witnesses  have  spoken 
of  the  practical  difficulties  rather,  if  I  may  say  so,  in 
the  abstract,  aud'I  think  it  is  important  to  bring  them 
to  a  head  and  to  know  exactly  what  they  are.  Even  at 
the  expense  of  some  recapitulation  of  what  you  said  in 
answer  to  the  Chairman,  would  you  enumerate  what 
appear  to  you  the  most  significant  of  them  ? — I  think 
the  first  difficulty  is  the  risk  of  interfering  with 
existing  institutions,  which  conduct  the  trade  of  India 
with  very  great  success.  It  is  difficult  for  a  State 
bank,  if  it  has  sufficient  funds  provided  by  Government, 
to  limit  its  transactions.  Of  course,  there  are  different 
ideas  of  a  State  bank ;  some  are  that  it  should 
practically  confine  itself  to  internal  business  in  India, 
but  on  the  other  hand  there  is  an  idea  that  it  should 
do  a  business  on  this  side  and  control  exchange. 

7696.  Are  the  other  institutions  you  are  thinking 
of  exchange  banks  ? — Mainly. 

7697.  Ton  are  not  thinking  of  a  case  in  which  the 
State  bank  is  additional  to  the  Presidency  banks  ? — 
I  think  it  would  be  very  difficult  for  it  to  be  additional 
if  it  did  precisely  the  same  work.  I  believe  that  the 
exchange  banks  give  liberal  advances  in  India  to  their 
clients ;  how  far  the  Government  would  be  prepared  to 
do  the  same  business,  I  do  not  know.  Then  again  it 
would  be  an  important  question  on  this  side,  what  sort 
of  representation  the  bank  had;  for  instance,  in  the 
case  of  the  State  banks  abroad,  their  i-epresentatives  in 
London  are  the  leading  financial  houses.  It  would 
make  a  great  difference  whether  the  State  bank  in 
India  had  as  its  representative  one  or  two  of  the 
leading  houses  in  London,  or  whether  it  had  an  office 
and  a  staff  and  business  in  London. 

7698.  Which  would  be  the  right  way  of  doing  it,  in 
your  opinion  ? — If  you  have  an  eminent  London  house 
as  a  correspondent,  you  have  the  advantage  of  their 
knowledge  and  their  experience.  It  is  difficult  to  com- 
pare different  advantages  together. 

7699.  If  the  State  bank  took  over  in  London  some 
of  the  work  now  done  by  the  Secretary  of  State,  that 
would  really  mean  having  an  office,  would  it  not  ? — 
Certainly ;  but  if  it  did  nothing  more  than  that,  I  do 
not  think  there  would  be  any  advantage  in  conducting 
that  which  is  not  already  enjoyed  by  the  India  Office. 
I  should  have  assumed  that  in  most  of  the  original 
ideas  of  a  State  bank  there  was  to  be  a  large  capital 
and  business  on  this  side,  which  would  put  the  bank 
in  more  direct  communication  with  the  banking  com- 
munity and  trade  of  London. 

7700.  These  are  your  first  two  difficulties — the 
possible  interference  with  the  exchange  banks,  and  the 
difficulty  of  finding  the  right  way  of  representing  the 
bank  in  London;  what  further  points  are  there? — I 
attach  a  great  deal  of  importance  to  the  cost  of  having 
a  sufficient  number  of  branches  in  India  to  develop 
any  business  beyond  the  business  now  conducted  by 
the  Presidency  banks. 

7701.  It  has  come  out  to  us  in  evidence  that  the 
number  of  Government  treasuries  is  much  greater 
than  the  number  of  Presidency  bank  branches — I  mean 
five  or  six  times  as  great,  perhaps  P — It  is  some  270 
odd  against  S5,  I  think. 

7702.  Would  there  be  great  expense,  do  you  think, 
if  the  branches  transacted  the  business  now  done  at 
the  Government  treasuries  in  so  far  as  related  to 
holding  the  balances  and  the  management  of  the  paper 
cmTency  ?— Do  you  mean  if  the  bank  took  over  aU 
the  treasuries  ? 

7703.  Tes  ? — I  have  the  impression  that  the  officers 
in  the  treasm-ies  are  officers  of  Government,  with  pay 
and  retirement,  and  whatever  promotion  Government 
may  offer.  If  they  become  entirely  officials  of  the  bank 
it  would  be  a  very  material  change  in  their  status, 
and  an  expensive  one  to  the  bank,  I  should  think. 
I  do  not  know  whether  it  would  be  contemplated  that 
the  officers  should  remain  officials  of  the  Government 
and  yet  do  the  work  of  the  bank. 

7704.  I  am  not  trying  to  get  solutions  of  the  diffi- 
culties from  you,  for  that  would  not  be  reasonable; 
what  I  am  trying  to  discover  are  your  prima  facie 
objections.     That,  I  understand,  is  the  third  one— the 


possible  expense  of  setting  up  the  numerous  branches 
such  as  ai-e  contemplated.  Is  there  any  further  diffi- 
culty ? — I  think  all  the  incidents  attaching  to  banking 
on  a  large  scale  have  to  be  taken  into  account. 
There  is,  for  instance,  the  question  of  advances  ;  if 
they  are  conducted  on  a  very  strict  scale  I  do  not 
know  that  the  bank  would  enter  sufficiently  into  the 
commerce  of  the  country  to  be  of  much  use ;  if,  on 
the  other  hand,  they  are  on  a  very  free  scale,  then 
there  are  all  the  attendant  risks  to  the  Government 
of  being  identified  with  business. 

7705.  I  suppose  you  would  agree  that  the  Pre- 
sidency banks  at  present  are  on  a  very  strict  scale  ? 
— I  believe  them  to  be  so. 

7706.  Is  there  any  further  point  that  occiirs  to  you 
at  the  moment  on  that  head  ? — No. 

7707.  (Chairman.)  I  think,  in  answering  questions 
of  mine,  you  did  say  that  you  thought  there  was  a 
danger  of  the  bank  becoming  merely  another  Govern- 
ment department? — I  think,  in  view  of  the  respon- 
sibility of  the  Govemment  for  its  actions  and  the 
probable  presence  of  representatives  on  it,  that,  lookiag 
at  the  extent  to  which  the  railways  have  become  Govem- 
ment property,  there  would  always  be  some  possibility 
of  the  bank  becoming  a  Government  branch. 

7708.  Did  I  rightly  landerstand  you  to  express  the 
view  that,  even  if  it  did  not  go  so  far  as  that,  the 
responsibility  of  the  Government  would  be  still  so 
much  involved  that  they  really  would  get  no  relief  or 
little  relief? — I  think  they  might  get  some  relief  in 
the  ordinary  transaction  of  business,  but  still  no  doubt 
much  attention  would  be  required.  It  would  mean 
Govemment  officers  and  Govemment  work. 

7709.  In  the  last  resort,  if  anything  went  wi-ong 
with  the  bank,  how  would  its  failure  be  regarded? 
Who  wordd  be  blamed? — ^I  think  it  is  customai-y  to 
blame  the  Government  whenever  a  case  can  be  made 
out,  and  they  would  have  to  accept  the  blame,  probably, 

7710.  Tou  do  not  think  it  would  be  possible  for 
them  to  wash  their  hands  of  the  responsibility  ? — No, 
I  do  not. 

7711.  (Lord  Kilbraeken.)  That  responsibility  would 
come  ultimately  on  the  Secretary  of  State  in  Council, 
would  it  not  ? — Tes,  I  think  it  would. 

7712.  And  he  would  have  to  be  responsible  to 
Parliament  for  any  part  of  the  operations  of  the  bank 
of  which  individual  Members  of  Parliament  might 
disapprove  ? — I  expect  so. 

7713.  (Mr.  Keynes.)  I  do  not  propose  to  take  you 
in  any  detail  over  this  question  of  the  State  bank  so 
far  as  its  positive  advantages  go ;  but  suppose  there 
were  strong  positive  advantages,  do  you  think  the  kind 
of  objections  which  you  have  been  outlining  are 
insuperable  ones  ?  Is  not  your  point  of  view  rather, 
here  are  these  difficulties,  and  I  see  no  great  positive 
advantage  in  the  thing,  and  therefore  there  is  not  much 
to  be  said  for  it  ? — It  is  very  difficult  to  contemplate 
the  exact  working  of  an  institution  which  is  in  the  air. 
It  is  difficult  to  give  a  conclusive  opinion  on  what  one 
might  call  a  project. 

7714.  Do  you  regard  the  sort  of  difficulties  that 
you  have  been  mentioning  as  of  a  very  far-reaching 
kind  ? — I  think,  taken  in  the  aggregate,  they  are. 

7715.  (Sir  Robert  Chalmers.)  Still  on  the  subject  of 
the  State  bank,  is  there  any  local  demand  for  a  State 
bank  in  India  that  you  are  aware  of  ? — No,  I  do  not 
know  that  it  would  necessarily  have  come  before  me, 
but  if  I  might  transfer  the  question  as  to  whether 
there  is  a  local  demand  in  London,  I  should  liave 
thought  that  the  purchasers  of  Council  bills  prefer 
dealing  with  the  Government  through  the  Bank  of 
England  rather  than  through  any  other  agency. 

7716.  As  to  the  sale  of  Council  bills,  what  would 
be  your  feeling,  in  the  light  of  your  experience  and 
subsequent  consideration  tjf  the  matter  ?  Would  you 
sell  Council  bills  when  you  want  to,  and  have  the  funds 
in  India,  within  specie  points  at  whatever  was  the 
rate  current  ? — ^Tes  ;  with  the  view  of  fulfilling  the 
object  of  selling  Council  bills  to  meet  the  expenditure 
against  revenue  in  London. 

7717.  Would  you  sell  sometimes  below  Ig.  4i.  and 
sometimes  above  Is.  4d.,  according  to  the  market 
conditions   of  supply  and  demand  ? — Tes ;  of  course, 
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witk  the  resei-ve  of  very  much  diminishing  the  sales  in 
the  slack  season  and  not  going  beyond  the  trade 
demand. 

7718.  It  has  been  put  to  the  Commission  by 
■witnesses  that  the  Government  of  India  should  iinder- 
take  a  definite  obligation  to  support  exchange  by 
selling  bills  ia  India  on  London  at  Is.  3^~d.  wheaever 
anybody  came  fonvard  and  applied  to  buy  bills  at  that 
price  ;  what  would  be  your  opinion  of  such  an  idea  ? — 
I  should  have  thought  it  was  better  to  undertake  no 
obligation,  but  to  carry  out  any  transactions  of  that 
kind  which  the  G-overnment  found  desirable. 

7719.  Does  it  come  to  this,  that  you  in  practice,  as 
regards  India,  think  as  people  do  dealing  with  Russia 
and  dealing  with  Prance,  we  will  say ;  that  is,  that  one 
should  follow  the  market  and  not  have  any  specific 
obligation  at  a  specific  price? — Yes. 

7720.  Take  the  alternative :  Suppose  that  there  were 
such  an  obligation,  do  you  think  that  the  Secretary  of 
State  could  hold  out  successfully  for  Is.  4(i,  at  aU 
times  when  selling  Council  bills  in  London? — He  could 
be  undersold  by  gold  under  cei-tain  circumstances, 
when,  say,  the  Australian  exchange  or  the-  Egyptian 
exchange  was  promoting  the  shipment  of  sovereigns  to 
India. 

7721.  If  that  event  happened,  would  it  tend  to  this 
position  of  affairs,  that  he  would  not  have  sold  his 
Council  bills  ?^ — That  is  so. 

7722.  But  he  would  have  gold  which  he  would  have 
to  ship  ? — That  is  so. 

7723.  Which  would  be  an  expensive  operation  on 
balance  ?— It  would  cost  him  about  J  per  cent,  to  ship 
it  back. 

7724.  Tou  would  foUow  the  market  rates  ? — Tes. 

7725.  Do  you  think  what  has  been  called  the  initial 
hesitation  of  the  Government  of  India  in  bringing 
forward  its  reserves  to  support  exchange  in  1907-8  had 
a  certain  moral  effect  of  an  unsatisfactory  character  ? 
Do  you  think  that  people  in  India  would  have  been 
happier  if  they  had  used  theh-  reserves  immediately  ? — 
On  the  spot  ? 

7726.  Tes  ?— If  the  sterling  drafts  had  been  offered 
earlier  that  would  no  doubt  have  created  a  better 
feeling. 

7727.  (Sir  Shapurji  Broacha.)  It  is  your  recollection, 
as  I  understand,  that  the  Fowler  Committee  intended 
that  the  Gold  Standard  Reserve  should,  at  any  rate  as 
regards  the  major  part  of  it,  be  in  gold  ? — Tes. 

7728.  Have  you  any  recollection  of  any  discussion 
on  the  subject  of  the  division  ? — No,  I  have  not  any 
recollection  of  it  being  discussed  in  the  Committee. 

7729.  I  suppose,  in  the  first  instance,  the  Govern- 
ment of  India  recommended  putting  a  portion  of  the 
resei^ve  into  securities  ?^So  far  as  I  recollect  that 
was  so. 

7730.  Do  you  know  that  they  repented  afterwai-ds, 
m  1909,  and  said  that  a  substantial  part  of  the  whole 
amount,  or  the  major  poi-tion  of  it,  shotild  be  in  liquid 
gold*  ? — I  think  I  have  seen  a  letter  which  seemed  to 
convey  a  different  view  from  the  view  originally 
expressed. 

7731.  Tou  are  now  of  opinion  that  some  of  it  may 
be  safely  kept  in  securities  ? — Tes. 

7732.  Did  I  undei-stand  you  to  say  that  -should  be 
five  nuUionB  or  10  mUlions  ? — T.  suggested  five  millions 
or  10  mUlions  for  the  gold  as  apart  from  the  securities. 

7733.  Five  millions  or  10  millions  out  of  22  miUions 
is  not  a  preponderating  part  ? — No,  it  is  not. 

7734.  So  that  would  be  a  departure  from  the  inten- 
tions of  the  Fowler  Committee  ? — To  that  extent. 

7735.  Suppose  there  were  two  crises,  one  in  India 
and  one  in  England,  do  you  not  think  that  the 
reserve  being  in  securities  would  intensify  the  crisis 
and  not  mitigate  it?  Would  not  its  being  held  in 
Treasury  bills  intensify  and'  not  mitigate  the  crisis  ? 
— I  think,  to  some  extent,  any  sales  of  securities 
do  accentuate  a  crisis,  whereas  having  gold  and  parting 
with  that  gold  freely  mitigates  it ;  but  It  is  a  question 
of  degree.  If  those  securities  run  off,  as,  for  instance, 
Treasmy  biUs  would  nxn  off  of  themselves,  it  would 
not  be  a  sale,  and  there  would  be  no  withdrawal  of  gold 

*  See  Appendix  V.,  page  17u,  paragraph  7. 


from  the  Bank  of  England.  The  obligations  of  the 
Secretary  of  State  here  are  met,  in  fact,  by  cheque ; 
they  are  banking  transactions  in  the  payment  of  interest 
and  payment  of  conti-acts,  and  so  on.  The  receipt  of 
money  through  the  ranning  off  of  Treasury  bills,  and 
through  the  sale  of  secm-ities,  would  not  mean  the 
vfithdi-awal  of  gold  from  the  Bank  of  England. 

7736.  But  somebody  has  to  find  it ;  it  is  no  help  in 
a  crisis  ? — It  is  no  help  ;  but  then  whoever  holds  the 
Treasury  biUs  would  equally  be  paid.  It  is  no  addi- 
tional demand,  and  it  is  not  a,  demand  on  the  gold 
supply  of  London. 

7737.  But  it  is  a  demand  on  the  Government  at  a 
time  when  Government  can  ill  afford  it.  Take  a  time 
of  war,  or  something  like  that  ? — But  the  Government 
would  have  to  pay,  whoever  the  holder  was. 

7738.  Suppose  the  Gold  Standard  Reserves  were  all 
in  gold,  that  would  relieve  the  Government's  necessity 
rather  than  aggravate  it,  would  it  not  ? — I  demur  to 
saying  it  would  be  aggravated  by  payment  of  Treasmy 
bills.  I  think,  if  it  is  a  case  of  withdrawing  gold  fi-om 
London,  it  would  aggravate  it,  but  I  do  not  think  the 
ordinaiy  current  transactions  through  the  banks  come 
to  very  much. 

7739.  I  am  talking  of  a  crisis  and  of  the  Gold 
Standard  Reserve  giving  out  gold  instead  of  cashing 
its  secxirities ;  would  that  not  be  better  for  mitigating 
the  intensity  of  a  crisis,  while  the  other  method  would 
to  some  extent,  though  not  altogether,  aggravate  it? 
As  somebody  has  said,  there  is  nothing  like  gold  ? — Of 
course  you  would  have  to  take  into  account  the  period 
over  which  the  payments  have  to  be  made. 

7740.  I  am  thinking  of  the  worst  time  under  the 
worst  circimistances  ? — ^It  is  the  case  that  a  large  store 
of  gold  if  disbursed  in  a  crisis  would  affect  markets 
favourably: 

7741.  Are  you  in  favour  of  uniting  the  Gold 
Standard  Reserve  and  the  Paper  Currency  Reserve  ? 
— I  think  that  might  be  done  eventually,  but  it  appeal's 
to  me  that  the  purposes  are  different,  though  in  many 
ways  the  Paper  Currency  Reserve  is  used  for  Gold 
Standard  Reserve  pm^oses. 

7742.  Now  you  have  24  millions  in  the  Paper 
Cun-ency  Resei-ve  and  22i  millions  in  the  Gold 
Standard  Reserve,  and  they  make  together  about  46^ 
millions.  If  you  add  22^  millions  to  the  Paper 
Curr^cy  Reserve  then  the  46|  miUions  would  always 
look  a  large  sum  whenever  the  recommendation  was 
made  to  pay  out  gold  for  rupees;  but  if  the  money 
were  kept  under  two  separate  heads,  then,  if  out  of 
the  24  millions  in  the  Paper  Currency  Reserve  you 
take  10  mUlions  against  currency  notes  or  rupees, 
you  think  you  have  reached  the  danger  point  and 
that  you  should  take  time  for  reflection? — I  think 
there  is  some  advantage  in  keeping  the  systems 
separate. 

7743.  Two  and  two  make  four,  but  if  you  keep  the 
two  separate  and  you  only  withdraw  from  the  one, 
that  makes  you  think? — There  are  considerations  in 
favour  of  separation. 

7744.  Do  you  know  how  many  shillings  a  head  in 
silver  circulate  in  England;  have  you  ever  calculated 
it  ?— No.  Of  course  it  is  a  very  different  thing  to  the 
use  of  silver  in  Lidia. 

7745.  Do  you  know  that  seven  miUions  of  rupees 
coined  in  five  years  only  meant  14  annas  per  head  per 
annum  ?     That  is  not  an  excessive  coinage,  is  it  ? No. 

7746.  When  you  know  that  in  France  there  are 
25  rupees  a  head  in  silver  coins  circulating,  then  the 
seven  rupees  in  India  do  not  appear  to  be  too  large 
According  to  the  calculations  of  Mr.  Keynes  and 
others  it  is  less  than  seven  rupees  a  head  now.  A 
coinage  of  six  rupees  a  head  would  not  be  an  extensive 
coinage  as  compared  with  25  rupees  a  head  in  France 
would  it?  Then  in  Germany  their  Parliament  has 
]ust  passed  a  law  to  increase  the  circulation  by  another 
mne  marks  a  head.  Therefore,  I  think  there  is  yet  a 
good  deal  of  room  for  the  coinage  of  sUver  in  India 
where  the  transactions  are  all  in  cash  ?— Certainly  one 
may  expect  that  there  wiU  be  a  demand  for  it. 

7747.  Tou  would  not  call  six  rupees  a  head  a  ereat 
redundauicy  ?-^No. 
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7748.  Even  what  Jtey  are  (joining  now  is  not  a 
token  coin,  when  you  take  the  silver  value  that  is  in 
the  rupee  and  bear  in  mind  that  one-third  is  put  into 
th,e  gold  reserve.  In  France  silver  is  62d.,  in  England 
it  is  61d.  or  S2d.,  and  in  Germany  the  same.  In  India 
28d.  is  put  into  the  rupee,  and,  on  the  basis  of  42(i., 
lid.  is  put  into  the  gold  reserve;  so  it  is  not  such  a 
to)£en  coinage  for  redemption  as  some  would  take  it  to 
be? — You  would  not  have  a  very  ready  market  for  yom- 
rupees.  Tou  would  not  be  able  to  sell  the  rupees 
abroad  with  any  very  great  facility. 

7749.  Nor  would  France  her  francs  ? — I  quite  agree 
with  you.  It  has  always  been  held  that  the  French 
5 -franc  piece  is  supported  by  the  large  gold  reserves. 

7750.  So  there  is  room  for  increasing  the  Gold 
Standard  Reserve  by  coining  more  rupees,  as  there 
is  no  redundancy  yet  ? — That  is  so. 

7751.  The  policy  of  other  countries  is  to  conserve 
gold  and  not  to  dissipate  it  by  giving  it  out ;  at  what 
stage  should  we  stop  giving  in  India  gold  against  the 
tender  of  rupees  ?^ — I  do  not  think  it  is  possible  to  lay 
down  a  principle  in  this  connection. 

7'752.  Do  you  think  w;e  might  do  the.  same  as 
France  or  Germany  ?— In  paying  out  the  gold  ? 

7753.  Yes  P^That  might  have  the  effect  of  causing 
a  discount  in  the  rupee  ;  would  not  that  be  so,  if  a 
premium  were  put  on  the  sovereign  ? 

7754.  No,  I  think  the  exchange  point  would  be 
preserved.  To  go  to  another  point ;  in  the  formation 
of  the  Finance  Committee  of  the  Indian  Council,  do 
you  think  it  would  be  wise  to  put  in  every  five  years 
the  Finance  Minister  who  haS  resigned  in  India, 
because  he  would  come  fresh  from  his  last  five  years' 
experience  and  so  could  help  the  Council  ? — I  should 
rather  doubt  the  wisdom  of  setting  that  up  as  a 
definite  principle.  He  might  not  always  agree  with 
his  successor  in  India. 

7755.  There  has  been  an  outcry  that  there  are  too 
many  representatives  of  London  interests  and  too  few 
representatives  of  Indian  interests  on  the  Council — not 
that  I  say  so  myself.  Suppose  that  a  part  of  the 
selection  were  given  to  the  Indian  Government,  do 
you  think  that  would  be  a  wise  step  to  take  in  order 
to  abolish  the  outcry  ? — I  would  rather  follow  out  the 
idea,  if  I  understand  it  rightly,  of  Lord  Kilbracken,  of 
inviting  some  one  or  more  persons  of  Indian  banking 
and  commercial  experience. 

7756.  Do  you  know  the  formation  of  the  State 
banks  of  Europe,  generally  speaking  ? — Yes,  generally. 

7757.  They  have  hot  taken  much  money  from  the 
'  Government,  because  if  the  Government  have  put  in 

what  comes  from  taxation  on  the  one  side,  you  will  see 
they  are  indebted  to  the  bank  on  the  other  side,  and 
the  one  cancels  the  other  ? — That  is  so. 

7758.  An  Indian  State  bank,  without  lending  any- 
thing to  the  Government,  would  have  to  take  charge 
of  50  or  ()0  millions  of  Indian  money  ?. — Yes. 

7759.  So  it  is  not  on  the  same  basis  as  are  the 
European  banks  ?  -No  ;  and  the  needs  and  the  require- 
ments of  the  population  are  different,  and  the  markets 
are  different. 

7760.  What  I  am  driving  at  is  that  these  banks  do 
not  use  much  Government  money,  if  they  use  it  at  all. 
There  is  Government  money  in  the  Bank  of  England 
amounting  to  10  millions,  and  against  that  there  is  a 
Government  debt  of  11  millions;  that  means  that 
the  one  cancels  the  other.  So  it  is  in  France; 
20  milUons  on  one  side  and  20  millions  on  the  other 
side,  and  the  one  cancels  the  other  there.  Therefore  I 
think  this  instance  is  quite  different.  A  State  bank 
lends,  but  here  the  State  can  never  depiend  much  on 
borrowing  from  the  State  bank  of  India,  because  what 
the  State  would  borrow  from  them  would  be  its  own 
money  ? — It  would  be  so. 

7761.  So  the  two  are  quite  distinct  in  that  respect  ? 
— I  agree  with  you. 

7762.  {Mr.  Gillan.)  The  Chairman  has  put  to  you 
some  questions  about  a  gold  ouri-ency  m  general  ^d 
its'  elf ect  in  supporting  exchange.  I  think  we  have  had 
it  in  evidence,  even  from  those  who  favour  the  gold 
currency,  that  there  is  not  very  much  that  Government 
can  do  immediately  to  encourage  it,  so  that  from  tha* 
point  of  view  the  question  might  not  seem  to  be  a  veiy 


important  one ;  but  the  ideal  that  we  are  to  hold  in 
front  of  us  no  doubt  would  influence  the  poUoy  of 
Government  in  the  various  instances  that  came  before 
them,  and  it  may,  I  presume,  be  necessary  for  the  Com- 
mission to  say  what  in  their  opinion  that  ideal  ought 
to  be.  It  is  on  that  point  that  I  wish  to  ask  you  a 
question  or  two.  The  point  that  is  taken,  I  think,  as 
the  chief  i-eason  for  favouring  a  gold  currency,  is  that 
it  reduces  ultimately  the  liability  of  the  Govern- 
ment ;  while,  on  the  other  hand,  people  think  that 
increases  in  the  silver  coinage  increase  that  liability, 
and  therefore  they  are  unfavourable  to  any  increase  in 
the  rupee  coinage.  The  liability  they  speak  of  is  the 
liability  to  find  gold  for  silver  when  required." — It 
comes  to  that. 

7763.  In  your  opinion  does  the  demand  for  gold  in 
exchange  for  rupees  depend  chiefly  on  the  balance  of 
trade,  or  has  it  some  relation  to  the  amount  of  coin  in 
circulation  ? — I  think  the  demand  for  exchange  on 
London,  which  was  one  form  of  giving  gold  for  rupees 
when  in  1908  there  were  some  eight  million  sterling 
bills,  had  relation  to  the  amount  of  money  owed  by 
importers  or  firms  in  India  wlio  had  to  pay  debts  in 
London  and  required  remittance  on  London — of  course 
they  were  able  to  pay  for  it,  one  may  say,  in  rupees  or 
notes.  I  think  the  form  in  which  the  payment  was 
made  would  have  some  relation  to  the  money  in  circu- 
lation, notes,  rupees,  or  sovereigns. 

7764.  I  will  try  to  put  it  on  the  basis  of  some 
definite  figures.  Assume  that  the  rupee  circulation 
at  present,  we  wiU  say  for  the  sake  of  argument,  is 
150  crores  and  the  gold  circulation  is  26  crores.  You 
have  two  alternatives  The  rupee  circulation  may  go 
on  increasing  in  the  first  place  ;  suppose  in  the  course 
of  the  next  10  years  it  increases  to  200  crores,  and  the 
gold  circulation  increases  to  50  crores.  That  is  the 
first  alternative.  The  other  alternative  is  that  in  some 
way  or  another  the  rupee  circulation  does  not  further 
expand,  and  you  get  at  the  end  of  10  years  the 
150  crores  of  silver  that  you  have  at  present,  and,  we 
will  say,  100  crores  in  gold.  At  the  end  of  the  10  years 
you  get  a  crisis  and  there  is  an  adverse  balance  of 
trade,  we  will  say,  of  50  crores.  As  I  understand  the 
point,  there  are  those  people  who  say  that  the  liability 
of  Government  at  that  time  will  be  the  50  crores  of 
this  adverse  balance  of  trade,  and  that,  as  long  as  there 
are  sufiicient  rupees  in  circulation  to  pay  off  that 
balance,  the  rupee  being  for  the  time  depreciated  in 
regard  to  gold,  what  the  Government  will  get  will  be 
rupees  and  not  gold.  That  is  one  alternative.  The 
other  alternative  is  to  regard  the  liability  that  will  then 
come  on  the  Government  as  having  some  relatiqn,  as  I 
say,  to  the  constitution  of  the  coinages  in  the  currency, 
so  that  if  you  had  increased  in  the  meantime  your  gold 
circulation,  your  liabiKty  would  be  less  ? — ^I  think  if  the 
gold  is  in  the  hands  of  banks  or  people  who  are  at  all 
likely  to  use  it,  it  then  is  effective  in  diminishing  the 
liability. 

7765.  Would  it  in  your  opinion  be  an  advantage  in 
these  10  years  that  I  am  taking  for  the  purpose  of 
argument,  if  the  proportion  of  gold  should  increase  in 
the  circulation,  or  would  it  not  in  your  opinion  make 
much  practical  difference  at  the  end  of  that  time  ? — 
I  do  not  think  as  an  arithmetical  point  it  makes  much 
difference.  As  I  said  before,  I  think  if  it  is  gold 
largely  in  the  foi-m  of  what  may  be  called  quasi 
reserves  at  banks,  for  instance,  or  in  the  hands  of  lead- 
ing firms,  then  it  has  a  distinct  effect  in  diminishing 
the  liability ;  but  if  it  has  passed  out  into  the  outer 
circumference  of  the  circulation,  it  leaves  matters  very 
much  as  they  would  have  been.  You  have  the  lesser 
amount  of  rupees,  as  your  rupee  circulation  wiU  not  be 
increased. 

7766.  Would  not  the  constitution  of  those  resei-ves 
with  banks,  and  so  on,  that  you  are  talking  of,  to  a 
certain  extent  depend  upon  the  constitution  of  the 
general  currency  ? — Yes. 

7767.  Would  it  be  likely  to  be  affected  by  it  ?— 
How  far  they  might  find  it  to  their  interest  to  pay  the 
gold  out,  how  far  the  demand  of  the  customers  might 
lead  to  their  parting  with  the  gold  and  keeping  very 
little,  would  depend  upon  their  own  principles  of 
management ;  but  assuming  that  it  was  fairly  propor- 
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tionately  divided,  and  that  the  banks  and  the  mercan- 
tile houses  had  their  j3ro  rata  proportion  of  the  gold,  that 
is  pro  rata  to  the  whole  circulation,  I  should  have 
thought  then  it  would  dimiaish  the  liability. 

7768.  So  that  in  your  opinion  it  all  comes  round 
to  the  policy  adopted  by  the  banks  and  the  keepers  of 
these  reserves  ? — Tes.  I  think  it  makes  a  great  differ- 
ence as  to  what  is  the  destination  of  the  gold  that  goes 
into  circulation. 

7769.  There  is  another  point  in  the  same  connec- 
tion. I  think  it  is  in  the  minds  of  those  people  who 
favour  a  gold  currency  that  at  present  your  safeguard 
against  cmj  fall  in  exchange  or  crisis,  consists  entirely 
of  yoiu'  reserves.  The  point  that  we  have  so  far  got 
to  with  this  Groid  Standard  Reserve  is  that  it  should 
accumulate  imtil  it  reaches  25  millions,  and  that  when 
it  has  reached  that  limit  the  question  should  further 
be  considered.  I  think  some  of  the  persons  who 
support  a  gold  currency  are  afraid  that  at  some  point 
or  other  the  accumulation  in  the  Gold  Standard 
Reserve  may  be  stopped.  If  that  were  done,  any 
further  increases  in  the  rupee  circulation  would  not  be, 
so  to  say,  protected  ? — ^Plainly.  The  one  is  automatic 
up  to  a  certain  extent,  and  the  other  depends  on  policy 
and  management. 

7770.  Do  you  shai-e  that  apprehension  at  all  ?  To 
what  extent  would  you  f  avoui*  what  they  call  an  effective 
gold  currency  ? — I  have  not  specifically  thought  of  that 
particular  risk. 

7771.  Tou  see  my  point  ? — I  do,  and  I  think  so  far 
an  effective  gold  currency  (which  of  coui'se  is  assuming 
a  great  part  of  the  question)  is  the  more  sansfactoiy 
vesoui'oe. 

7772.  There  is  only  one  point  I  wish  to  ask  you  in 
regard  to  what  you  said  in  answer  to  the  Chairman 
aboxit  the  organisation  of  the  India  Office.  I  think 
your  general  view  there  was  that  it  is  for  the  Govern- 
ment of  India  really  to. put  the  Indian  point  of  view  ? — 
I  think  so. 

7773.  You  said,  I  think,  that  it  would  be  a  great 
responsibility  if  the  Secretary  of  State  were  on  any 
occasion  to  overrule  the  Government  of  India  ? — I 
think  on  material  questions,  certainly. 

7774.  A.t  the  same  time,  that  is  a  responsibility,  is 
it  not,  which  he  does  not  shirk  from  undertaking  when 
necessary  ? — It  may  be  taken  possibly  after  an  amount 
of  correspondence  and  communication,  or  there  may 
be  an  approximation  of  views  rather  than  a  distinct 
ovemiling. 

7775.  But  constitutionally  it  is  the  Secretary  of 
State  who  is  the  final  authority  ? — Tes. 

7776.  And  he  cannot,  of  course,  on  all  points  and  in 
all  cases  accept  the  views  of  the  Government  of  India  ? 
^Precisely. 

7777.  When  a  question  comes  home  from  the 
Government  of  India  with  their  recommendation,  it  is 
possible  that  that  question  may  affect  othei  than  purely 
Indian  interests  ? — Tes. 

7778.  And  it  rests  with  the  Secretary  of  State 
finally  to  decide  that  question  ? — Certainly, 

7779.  So  that  from  that  point  of  view  it  is  very 
important,  is  it  not,  that  there  should  be  some  repre- 
sentation of  the  Indian  views  at  home  in  addition  to 
what  is  urged  by  the  Government  of  India  in  support 
of  those  views  ? — Of  course  nearly  all  the  members  of 
the  Council  are  representatives  of  Indian  views. 

7780.  I  was  only  putting  it  in  a  general  way,  that 
it  would  be  unfortunate  if  on  any  occasion  thei-e  was 

not  sufficient  representation  here  of  Indian  views  ? 

Certainly. 

7781.  With  regard  to  the  State  bank,  you  know 
that  the  general  policy  of  the  State  bank  was  approved, 
and  strongly  approved,  by  the  Government  of  India 
and  the  Secretaiy  of  State  when  it  was  last  discussed  ? 
— It  was. 

7782.  That  was  in  1901  ?— Tes. 

7783.  They  said  they  favoured  the  policy,  hut  they 
thought  the  time  was  not  very  opportune  for  its  intro- 
duction ? — Tes. 

7784.  So  they  put  it  off  with  a  recommendation 
that  it  should  be  revived,  I  think,  as  soon  as  practicable  ' 
—Tes. 


7785.  Can  you  state  from  recollection  ^t  aU  what 
were  the  conditions  at  that  time  which  were  unfavour- 
able to  a  State  bank  ? — No.  I  have  an  idea  that  the 
general  basis  of  the  proposal  for  the  bank  had  fallen 
away.  The  original  suggestions  were  suggestions  on  a 
very  grand  scale,  and  that  appeared  to  have  fallen 
out.  I  have  no  distinct  recollection  whether  the  Presi- 
dency banks  had  any  decided  wish  for  it,  but  they  were 
consulted.  The  facts  were  more  in  the  minds  of  other 
persons  than  myself. 

7786.  The  idea  of  a  State  bank  originally  was  more 
that  it  should  be  an  instrument  to  help  the  Govern- 
ment in  support  of  its  new  exchange  policy ;  was  that 
not  so  ? — Tes,  it  was. 

7787.  And  that  rather  feU  away  ? — Tes. 

7788.  In  your  opinion,  do  you  think  that  in  the 
course  of  these  10  years  the  conditions  for  the  institu- 
tion of  a  State  bank  have  become  more,  or  less, 
unfavourable  P — It  does  not  appear  to  me  there  is  the 
same  occasion  for  supporting  exchange  that  there  was 
at  that  time.  It  appears  to  me  that  the  Government 
poHoy,  and  the  experience  gained,  enable  exchange  to 
be  maintained  without  any  adventitious  systems.  So 
far  as  that  was  one  of  the  original  reasons,  I  think 
that  is  much  diminished. 

7789.  Would  you  say  that  the  time  has  come,  then, 
for  some  definite  declai-ation  as  to  whether  a  State 
bank  is  desirable  for  other  reasons,  or  not ;  or  is  it  a 
question  that  is  likely  to  become  more  practicable  ia 
another  10  years  ? — I  should  rather  doubt  whether  it 
would  be.  I  should  have  thought  the  existing  condi- 
tions of  trade  would  probably  continue,  and  that  there 
would  be  no  need  for  banking  beyond  the  development 
of  the  existing  institutions. 

7790.  There  is  an  argument  which  I  think  has  been 
put  to  us,  that  the  Presidency  banks  have  been  in 
existence  for  a  very  long  time,  and  that  it  would  be 
dangerous  to  make  any  very  large  change,  what  I  may 
call  an  historic  large  change.  That  argument  would 
grow  strongei-,  I  presume,  in  the  course  of  time,  so  the 
longer  the  question  is  left  alone  the  more  conclusive 
that  argument  would  seem  to  be  ? — Especially  if  they 
develop  in  their  business  relations  with  the  community. 
I  think  it  would  very  much  turn  on  whether  they  had 
generally  strengthened  their  hold  on  the  country,  or 
whether  it  had  diminished. 

7791.  (Lard  Kilbracken.)  About  a  State  bank,  have 
you  thought  at  all  about  the  practical  question  of  what 
the  constitution  of  the  government  of  such  a  bank 
should  be  ? — ^In  the  foreign  State  banks  the  president, 
as  a  rule,  is,  I  think,  a  member  of  the  Government. 

7792.  I  mean,  beai-ing  in  mind  the  pecidiai'  circum- 
stances of  India? — I  think  it  would  require  a  strong 
directorate. 

7793.  Would  that  be  forthcoming,  do  you  think,  in 
India  ? — I  rather  hesitate  to  give  an  opinion  about  the 
personnel  in  India  at  this  moment.  I  should  not  like 
to  say  Tes  or  No. 

7794.  I  venture  to  think  there  is  no  reason  why 
you  should  not  answer  that  question.  We  know  what 
the  circumstances  are  in  India.  Do  you  suggest  that 
the  directors  should  be  handsomely  paid  for  their 
work  at  the  bank ;  would  they  have  to  give  their  whole 
time  to  it  ?— I  think  if  the  bank  was  to  do  a  really 
active  business  in  India,  the  directors  must  attend  to 
it.  The  managers  no  doubt,  would  do  a  great  deal  of 
the  routine  work,  but,  arguing  from  the  banks  in 
London,  I  should  say  that  the  directors  would  have  to 
work. 

7795.  Would  there  not  he  a  practical  difficulty  in 
gettmg  directors  in  India  ?  Would  you  take  directors 
from  the  men  who  are  alre3,dy  on  the  spot  for  pur- 
poses of  their  own,  ur  would  you  expect  to  have  to 
import  men  from  England  especially  for  the  government 
and  management  of  the  bank  i-— I  should  have  thought 
the  latter  would  be  an  unpopular  course.  It  might 
fairly  be  said  that  they  are  not  familiar  with  the 
circumstances  of  the  people.  Tou  could  hardly  take 
them  from  the  exchange  banks. 

7796.  It  has  been  suggested  to  us  by  more  than  one 
witness  that  this  is  a  very  ^  considerable  practical 
difficulty.  How  would  you  get  *the  men  to  govern  your 
bank  and  to  manage  it,  unless  under  the  supervision  of 
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Government?  Does  j|;  seem  to  you  that  that  is  a 
large  and  important  and  serious  difficulty?  —  If  I 
might  answer  it  in  this  way,  when  the  project  was 
originally  before  the  Secretary  of  State  the  idea  was 
that  the  Presidency  banks  would  be  amalgamated,  and 
that  consequently  their  experience  in  India  would  be  at 
the  service  of  the  State  bank  and  the  Government.  I 
do  not  know  t}iat  the  question  of  remimeration  or  time 
came  up  for  discussion,  but  I  take  it  that  their 
directors  were  looked  on  as  a  nucleus  of  men  who  were 
familiar  with  Indian  banking.  If  that  passes  out  of 
consideration,  I  should  have  thoi:^ht  there  would  be  a 
serious  difficulty  in  getting  men. 

7797.  I  think  to-day  it  is  generally  assumed  that 
the  State  bank  would  be  something  altogether  external 
to  the  Presidency  banks  ? — I  should  think,  then,  that 
it  would  be  a  serious  question. 

7798.  {Chairman.)  On  this  point,  supposing  you 
create  a  Central  or  State  bank  in  the  first  place  by  the 
amalgamation  of  the  three  Presidency  banks,  I  presume 
you  would  contemplate  that  you  would  still  requii-e 
local  boards  in  the  Presidency  towns  ? — Yes,  certainly. 

7799.  But  in  addition  to  those,  you  would  reqmre 
a  central  board  to  supervise  the  whole  ? — Tes. 

7800.  "Would  it  be  possible,  in  the  circumstances 
of  India,  to  find  such  a  board,  unless  you  fixed  the 
remuneration  at  such  a  point  as  enabled  the  members 
of  it  to  make  their  place  of  residence  where  the  head 
was  located,  and  to  give  up  their  whole  time  to  its 
management  ? — I  should  have  thought  that  would  be 
necessary. 

7801.  (Sir  Robert  Chalmers.)  Would  there  be  such 
men  that  you  could  find  in  India  ?  Speaking  generally, 
is  it  not  the  fact  that  mercantile  men  in  India  devote 
their  whole  time  to  their  business  and  have  very  little 
leism-e  for  other  pursuits  ? — That  is  the  idea  generally 
entertained  here,  certainly. 

7802.  The  general  tendency  is  for  men  in  commerce 
in  India  to  go  over  there  and  work  very  hard,  and  then 
as  they  come  to  be  senior  partjiers  of  their  fii-ms,  to 
come  home  ? — ^Very  often. 

7803.  But  over  there,  men  actually  doing  commerce 
on  the  spot  are  very  fully  occupied  indeed  ? — I  shoulS 
think  fully. 

7804.  That  makes  a  very  great  practical  difficulty 
in  securing  men  with  the  necessary  experience  for  this 
suggested  work  of  the  State  bank  in  India  ? — Oa-tainly. 

7805.  (Sir  Shapurji  Broacha.)  Even  if  it  were  the 
intention  of  the  Government  at  that  time  to  make  a 
bank  by  the  amalgamation  of  the  three  Presidency 
banks,  the  shareholders  would  have  to  choose  the 
board  P — Tes. 

7806.  And  the  men  whom  they  choose  might  not 
have  the  necessary  experience  ? — Tes. 

7807.  Tou  could  not  fix  that  board  yourself  without 
going  to  the  shareholders  ? — It  would  be  very  diffiovilt 
to  do  it,  certainly. 

7808.  (Lord  Kilbracken.)  I  should  like  to  ask  you  a 
question  about  the  machinery  by  means  of  which  the 
Lidia  Office  deals  with  finance,  apart  from  the  way  in 
which  the  machinery  has  been  used  or  worked.  Tou 
are  thoroughly  acquainted,  of  course,  with  the  India 
Office  system  and  methods,  and  you  have  also  had  much 
experience  of  financial  operations  outside  the  India 
Office.  I  wish  to  address  myself  to  you,  not  con- 
sidering you  as  an  ex-official,  but  as  a  man  of  much 
piuctical  experience  in  financial  operations  outside  the 
India  Office.  From  that  point  of  view,  may  I  ask 
whether  you  have  any  fault  to  find,  or  any  defects  to 
indicate,  in  the  India  Office  machinery  ? — No.  I  think 
the  Office  was  fortunate  in  the  men  it  had.  Of  course, 
to  some  extent,  you  may  separate  the  men  from  the 
Office. 

7809.  That  is  what  I  wish  to  do  as  far  as  possible, 
but  I  agree  with  you  that  it  is  impossible  to  sepai-ate 
all  of  it  ? — I  should  have  said  that  the  duties  devolving 
on  the  financial  secretary,  Sir  Henry  Waterfield,  when 
I  first  came,  and  subsequently  his  successor,  were 
certainly  onerous,  both  as  regards  the  variety  and  the 
general  nature  of  those  duties.  I  think  the  Office  was 
fortunate  in  having  men  who  would  work  so  con- 
scientiously.   It  -would  have  been  perfectly  conceiv- 


able that  with  the  same  machinery  the  work  might 
have  been  less  adequately  done. 

7810.  That  rather  leads  to  the  question :  Can  you 
think  of  any  better  P — There  is  one  point,  but"  not, 
perhaps,  of  any  great  magnitude.  The  financial  affairs 
were,  first,  in  the  hands  of  Sir  Henry  Waterfield,  and 
then  of  Mr.  Abrahams,  but,  if  I  might  say  so,  they  had 
the  advantage  of  an  ex-official  of  the  Treasury,  your- 
self, who  attended  at  the  Committee  always.  I  mean 
there  was  a  certain  amount  of  other  official  experience 
of  a  financial  character,  which  was  brought  to  bear  on 
the  subjects  which  came  before  the  Committee,  but 
which  happened  to  be  incidental — it  might  not  be  so 
another  time.  I  think,  under  those  circumstances,  it 
must  certainly  be  useful  that  the  present  Assistant 
Under-Secretary  of  State  is  a  man  who  has  had  a  long 
experience  in  financial  work,  so  that  his  successor  on  the 
Finance  Committee  has  the  opportunity  of  consulting 
with  him  and  devolving  a  certain  amount  of  work  upon 
him.  I  think  in  that  way  the  mechanism  for  the 
financial  work  hsa  been  strengthened  since  I  was  here, 
and  I  think  that,  or  some  similar  mechanism,  is 
exceedingly  important  in  order  to  cope  with  the 
necessary  growth  of  woi-k  in  the  India  Office. 

7811.  Of  course  we  must  take  it  as  we  find  it,  and 
we  do  not  want  to  go  back  to  the  time  of  Mi-.  Abrahams' 
appointment  as  Under-Secretary.  I  am  talking  about 
the  India  Office  as  it  stands  ? — I  think  some  such 
system  of  having  a  man  in  that  soi't  of  position  who 
who  can  reinforce  the  financial  department  is  a  very 
important  principle.  I  think  the  work  otherwise  veiy 
well  divided.  I  think  the  Accountant- General  had  his 
immediate  functions  well  defined.  The  functions  of 
the  store  department  were  important,  but  I  think 
equally  the  mechanism  for  tha,t  department  wa^s  quite 
adequate. 

7812.  The  store  department  do  a  very  large  business, 
and  I  think  it  has  been  done  for  many  years  with  very 
little  attention  being  attracted  to  it  or  blame  ? — Tes. 
Of  course  there  were  often  communications  of  a  minor 
nature  from  India  as  to  stores,  but  I  think  the  answers 
were  always  complete,  because  the  system  of  testing 
and  examination  was  so  perfect. 

7813.  To  go  back  to  the  machinery  of  what  we 
call  the  finance  department  proper,  do  you  think  in 
matters  which  are  really  urgent  it  involves  any  un- 
necessary delay  ?  Is  there  or  is  there  not  a  means  of 
dealing  promptly  with  matters  which  are  really  urgent  ? 
— I  think  there  are  means.  As  I  was  saying,  it 
depends  on  the  occupant  of  the  post.  A  person  who 
always  shields  himself  behind  the  Committee  can 
always  find  occasions  for  postponing  the  consideration 
of  any  question ;  but  that  is  not  a  necessary  part  of 
the  mechanism. 

7814.  Are  there  proper  checks  and  controls,  in  your 
opinion  ? — ^I  should  say  that  imder  the  present  system 
there  are.  I  tliink  that  before  there  was  rather  a  want 
of  check,  not  so  much  on  the  action  but  on  the  way, 
perhaps,  that  papers  were  brought  forward.  Suppose, 
for  instance,  the  preparation  of  all  papers  practically 
devolved  on  one  man  only  in  the  Finance  Department, 
as  head,  I  think  the  Finance  Department  woidd  be  in  a 
less  fortunate  position  then  than  they  must  be  now 
when  all  that  work  can  be  checked. 

7815.  Do  you  think  there  are  sufficient  means  of 
getting  at  the  opinions  of  those  who  have  first-hand 
experience  of  India,  including  that  of  the  Government 
of  India  ? — ^I  should  have  thought  there  were. 

7816.  Tou  always  have,  I  think,  on  the  Finance 
Committee,  two  or  three  men  of  long  Indian  experience 
representing  Indian  interests  ? — Tes, 

7817.  Tou  said,  in  answer  to  Mr.  GiUan,  that  the 
iiltimate  decision  on  these  financial  matters  lay  with 
the  Seci-etary  of  S+ate ;  would  it  not  be  more  correct 
to  say  with  the  Secretary  of  State  in  Council  ? — 
Certainly. 

7818.  The  difference  is  not  altogether  unimportant, 
is  it  ? — ^No,  I  agree  with  you. 

7819.  (Chairman.)  Did  youi-  experience  lead  you  to 
think  that  the  Indian  Government  is  required  to  refer 
to  the  Secretary  of  State  in  Council  unnecessarily  on 
questions  of  detail ;  or,  to  put  it  in  other  words,  is  the 
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control  of  the  Secretary  of  State  in  Couneil  unneces- 
saiily  minute  ? — I  cannot  recall  any  decided  instance, 
but  it  ia  a  very  difficult  thing  to  review  10  years. 
I  should  not  think  the  mechanism  is  at  fault,  but  the 
question  is  more  than  I  can  answer  at  the  moment. 

7820  Ml'.  Gillan  put  it  to  you  that  it  was  felt  in 
some  quarters  that  the  enlargement  of  the  gold 
currency  in  India  reduced  the  ultimate  liability  of  the 
Government,  whereas  an  increase  of  the  silver  currency 
increased  that  liabUity.  Suppose  you  had  an  absolute 
option  of  meeting  a  demand  for  an  increased  cuiTejacy 
in  India  either  by  putting  a  mUlion  sovereigns,  into 
circulation,  or  by  putting  the  equivalent  i-upees  into 
circulation  and  the  profit  on  their  coinage  into  the 
gold  reserve ;  which  of  the  two  courses  would  you 
favour  ?  I  am  putting  it  to  you  purely  as  an  instance 
of  what  you  would  do  if  the  decision  rested  absolutely 
with  you  ? — I  think  under  existing  circumstances  the 
coining  of  additional  nipees  and  putting  aside  gold  in 
the  reserve  is  the  most  efEective  course ;  but  if,  on  the 
other  hand,  the  uses  of  a  gold  cvirrency  so  develop  in 
India  that  it  flows  back  to  the  centres  with  rapidity, 
which  seems  a  question  rather  of  time  and  not  deter- 
mined at  present,  I  confess  I  should  rather  lean  in  the 
long  run  to  the  gold  currency. 

7821.  But  before  you  made  your  choice  for  the 
gold  currency,  you  wo  aid  wish  for  a  change  in  the 
habits  of  the  people,  would  you  not  F — Tes,  I  should. 
I  should  not  endeavour  to  deprive  those,  parts  of  India 
that  use  a  gold  cuiTency  of  the  use  of  it,  but  I  should 
not  attempt  to  force  it  in  any  direction,  and  I  should 
take  advantage  of  all  information  from  the  spot  as  to 
the  extended  uses  of  the  gold  that  had  been  paid  out. 

7822.  I  want  to  ask  you  two  or  three  questions 
on  subjects  which  we  have  not  yet  touched  upon. 
Several  of  the  witnesses  who  have  come  before  us 
have  advanced  the  opinion  that  it  would  be  desirable 
that  the  purchases  of  silver  for  coinage  should  be  more 
steady  and  consecutive,  and  that  Government  should 
not  wait  until  there  was  a  great  urgent  need  which 
lends  itself  to  the  maitot  being  cornered  against 
them ;  what  would  you  say  to  that .'' — ^I  do  not  think 
it  possible  to  have  a  cotapletely  regulai-  routine 
of  pui'chases.  It  is  plain,  in  a  country  where  the 
monsoon  detennines  the  circumstances  of  the  year, 
that  in  a  very  favourable  year  the  demand  for  currency 
may  be  extreme,  but  it  would  be  easy  to  accumulate  a 
useless  pile  of  rupees  by  adhering  to  some  strict 
system.  I  do  not  think  it  would  be  possible  to  go  on 
what  was  the  system  at  one  period  in  America,  that 
is  to  say,  buying  and  coining  so  much  silver  a  year. 

7823.  Do  you  think  that  in  recent  years  the  Secre- 
tary of  State  has  erred  on  the  other  side,  or  not  ? — Of 
coining  too  much,  do  you  mean  ? 

7824.  No,  of  waiting  too  long  before  he  purchases 
his  silver  ? — ^It  is  rather  difficult  for  me  to  answer  your 
question  categorically,  because  I  was  not  here  at  the 
time  you  refer  to.  and  I  am  not  absolutely  familial- 
with  the  dates.  If  the  rupee  portion  of  tho  Paper 
Currency  Resei-ve  was  kept  to  an  adequate  figui-e,  on 
which  there  was  some  correspondence  between  the 
Secretary  of  State  and  the  Government  of  India 
comparatively  recently,  I  should  have  thought  that 
there  would  be  time  for  the  purchasing,  shipping,  and 
coining  of  whatever  might  be  required. 

7825.  {Sir  Robert  Chalmers.)  Between  the  call  for 
rupees  and  the  time  when  you  can  provide  the  rupees, 
is  there  not  a  kind  of  buffer  provided  in  the  Indian 
portion  of  the  Gold  Standard  ReseiTfe  of  6  crores  ? — 
Tes. 

7826.  And  that,  in  yom-  opinion,  would  be  its  justi- 
fication, I  suppose  ? — Yes.  I  do  not  know  that  it  makes 
a  difference  whether  it  is  there  or  in  the  Paper  Currency 
Reserve  ;  but  I  was  viewing  an  aggregate  of  from  17^ 
to  24  crores  of  silver  according  to  the  time  of  the  year. 

7827.  That  is,  to  take  another  way  of  looking  at 
it,  a  certain  measui"e  of  till  money  to  meet  special 
demands  ? — Tes. 

7828.  (Chairman.)  You  are  aware,  I  think,  that  the 
balances  both  in  India  and  in  this  country  have  been 
unusually  high  of  recent  years  ? — Tes,  they  have. 

7829.  And  you  would  be  aware,  of  course,  that  the 


Secretary  of  State  has  largely  -withdrawn  the  surplus 
money  from  India  and  removed  it  to  London  ? — Tes. 

7830.  Do  you  think  he  was  right  ? — It  appeared  to 
me  that  it  was  hardly  a  withdrawal  in  quite  the  ordi- 
nary sense  of  the  word.  By  selling  Council  biUs  it 
was  a  transfer  from  the  Government  treasuries  to  the 
mercantile  world  to  whom  those  rupees  were  paid ;  so 
it  was  a  change  of  hands.  No  doubt  it  diminished  the 
power  of  the  Government  to  use  that  money  in  any 
other  way  iji  India,  supposing  they  had  any  project,  of 
public  iniportance  that  they  could  have-paid  it.  out  for, 
as  that  nioney  was  then,  removed  f i;om  their  control. 

7831.  Supposing  that  they  brought  it  to  England 
with  the  intention,  as  eaily  as  possible,  of  eithejr  re- 
deeming debt  in  London,  or  of  preventing  the  creation 
of  new  debt,  would  you  think  they  wore  justified  P— 
Tes.  I  shoiHd  say  it  came  under  the  general  question 
of  the  policy  of  using  surplus  revenue  either  to  reduce 
debt  or  to  avoid  the  contracting  of  debt. 

7832.  Do  I  understand  you  to  think  that  was  a  wise 
policy  in  the  circumstances  of  India? — Tes.  I  can 
understand  another  view  being  entertained  of  that 
question  of  policy.  The  existing  policy  has  vei-y  con- 
siderable advantages. 

7833.  What  is  the  alternative  that  you  can  see  ? — 
The  alternative  would  be  to  borrow  more  largely  in 
sterling  for  i-iiilways  and  for  permanent  works,  but  then 
we  know  that  the  markets  were  not  favourable  to  larger 
borrowing  and  it  would  add  to  the  burden  of  sterling 
debt. 

7834.  In  that  way  you  would  have  got  the  sums 
w^hich  were  transferred  to  London  by  the  sale  of 
Council  bills  on  India? — Tes,  if  the  money,  was  not 
obtained  by  sale  of  Council  bUls,  it  must  have, been 
luised  by  loans. 

7835.  What  would  you  have  done  with  the  sums 
which  in  that  event  would  have  been  retained  in 
India  ? — There  are  works  of  a  local  kind  in  so  large  a 
country  on  which  the  sums  retained  in  the  Indian  cash 
balances  could  be  applied;  but  stiU,  that  would  be  a 
marked  deviation  froifl  the  policy  up  to  date. 

7836.  But  whether  held  in  India  or  transferred  to 
London,  you  would  have  taken  advantage  of  the  money 
to  caiTy  out  some  development  work  ? — Tes. 

7837.  I  do  not  think,  when  you  were  on  the  Finance 
Committee,  or  its  chairman,  your  balances  in  London 
were  ever  so  large  that  you  had  any  difficulty  in  loan- 
ing out  the  surplus  ? — No.  '  ' 

7838.  Tou  are  awai-e  that  in  recent  times  they  have 
grown  so  large  that  the  ordinaiy  approved  list  of  bor- 
rowers was  unable  to  take  the  whole  of  the  money  the 
India  Office  had  to  lend  ?— Tes.  I  think  that  may  be 
partly  owing  probably  to  the  fact  that  there  are  f^wer 
borrowers  of  gilt-edged  securities  than  there  used  to 
be.  Formerly  such  a  very  large  amount  of  Consols, 
India  stock,  and  similar  secui-ities  were  held  to  run 
against  money,  but  I  think  that  is  diminishing  in  these 
years  ;  and,  besides,  there  is  the  increase  in  the  balances! 

7839.  The  difficulty  having  arisen,  the  Secretary  of 
State  lent  the  money  to  ceitain  London  bankers,  and 
it  appears  that  he  lent  it  without  security;  do  yon 
think  Government  money  ought  to  be  lent,  even  to 
the  highest  class  institution,  without  security?— I 
do  not  think  the  banks  would  have  taken  it  on  the 
terms  they  gave  if  the  question  of  security  had  been 
raised. 

7840.  I  think  the  County  Council  lends  money 
sometimes  and  exacts  security?— It  does.  That  is 
Kither  a  long-standmg  an-angement  with  a  particular 

7841.  Is  there  any  observation  you  would  like  to 
make  to  ns  which  has  not  been  elicited  by  the  questions 
Tonan^  P^*  t°  yott  -'-No,  nothing,  thank  you,  per- 

7842.  (Sir  Ernest  Cable.)  I  think  Mr.  Gillan  was 
discussing  with  you  the  question  of  an  effective  gold  cur- 
^TYC  ^°^  that,  I  think,  arises  the  further  question 
wnether  the  sovereign  is  a  suitable  circulating  medium 
tor  the  people  of  India,  bearing  in  mind  their  poverty 
+W3  ^'"  '''^■CTimstances.  What  are  your  views  on 
tnat .''— Certainly  there  seems  evidence  that  in  certain 
parte  of  India  it  does  circulate  and  is  very  eagerly 
applied  for— I  am  assunaing,  from  thp  sports,  not  with 
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an  immediate  view  tcb  hoarding  or  melting  down.  I 
would  rather  base  my  view  on  those  facts,  and  say  that 
for  a  oonsiderahle  number  of  the  community  of  India 
it  does  appear  to  be  a  convenient  coin ;  but  I  quite 
believe  that  for  a  large  portion  it  never  can  be. 

7843.  It  has  been  suggested  as  an  alternative  tha,t 
a  10-rupee  gold  piece'  should  be  coined;  would  you 
favour  such  a^coin  being  in  circulation  at  the  same 
time  as'  the  Sovereign  ? — I  should  have  thought  there 
might  be  some  confusion, .  and  that  it  would  not  be 
available  for  exportation  on  favourable  terms,  but  would 
only  be  taken  over,  say,  at  its  pure  gold  value,  or  slightly 
above,  perhaps.  I  should  have  rather  doubted  whether 
it  would  bring  out  gold  from  hoards  for  the  purpdse  of 
circiilation. 

7844.  It  might  also,  perhaps  interfere  with  the 
circulation  of  the  10-rupee  currency  note?— Tes,  of 
course,  it  would  directly  compete  with  that ;  and  that 
appears  to  have  gained  ground  in  a  satisfactory  way. 

7845.  Some  comment  has  been  made  to-day  on' the 
difficulty  of  forming  a  board  for  the  suggested'  Staite 
bank  in  India  ;  the  present  three  Presidency  banks  are 
managed  by  local  boards,  and  as  far  as  you  know  they 
ai-e  well  managed,  are  they  not  ? — Certainly. 

7846.  The  question,  however,  that  was  put  to  you 
was  narrowed  down  to  the  question  of  the  one  central 
board  ? — Yes. 

7847.  {Mr.  Grilldn.)  With  reference  to  what '  you 
said  in  answer  to  the  Chairman  just  now  on  the  subjebt 
of  a  gold  currency,  I  understand  you  contemplate  that 
it  is  possible  that  the  stage  might  be  reached  at  which 
the  gold  in  circulation  will  come  back  to  the,  centres  ? 
—Tes.  ■  .        , 

7848.  It  is  not  clear  to  me  how  that  stage  would  be 
reached.  I  can  understand  it  being  reached  per 
saltum,  with  a  sudden  conversion  of  the  currency,  or 
something  of  that  sort,  but  if  you  are  only  working  to 
it  gradually,   as   long  as  you  have    got   a   very  large 


volume  of  rapees  in  the  country,  is  it  not  those  rupees 
that  will  come  back,  and  not  the  gold  ?  If  you  start 
with  this  volume  of  silver  currency  of  150  crores  or 
200  crores,  whatever  it  may  bfe,  does  it  make  any  real 
difference  whether  the  gold  in  circulation  is  25,  60,  or 
even  100  crores  ?  How  do  you  get  over  that  inter- 
mediate stage? — I  should  have  thought  that  if  the 
country  was  saturated  with  gold,  if  the  gold  was  a 
vei*y  large  proportion,  its  mere  weight;  as  it  were, 
would  drive  it  round  through  the  channels  of  circula- 
tion. I  have  noticed  one  criticism  niade  on  the  gold 
ouiTency  is  that  it  flows  back  quickly  to  the  treasuries, 
post  offices,  and  railways.'  It  is  said  that  that  is'-  a 
proof  that  the  pbpulation  do  riot  want  it.  I  am  taking 
this  fact  as  some  evidence  that  gold  is  not  necessarily 
retained,  and  it  is  likely  that  the  circulation  of  it  will 
develop,  at  alleventa  in  the  parts  of  India  referred  to 

7849.  No  doubt  it  Xvould  go  on  developing,  but 
is  the  process  not  '  reversed  evei-y  time  you  get  a 
crisis  ? — That  it  would  be  hoarded  on  that  occasion,  or 
kept  back,  rather  ?  '     ' 

7850.  Tes  ? — I  should  have  thought  that  depended 
on  the  development  of  the  use  of  gold  in  circulation. 

7851;  So  that  you  are  preparing  for  a  gradual 
change  in  the  habits'  of  the  people  ;  that  is  what  you 
are  anticipating  ? — Following  oh  what  they  have  done 
ah'eady.  '  ' 
-  7§52.  (iSfiV  Bobert  Chalmers.)  If  I  foUowed  your 
earlier  answer  aright,  you  are  contemplating  a  system 
in  "which  banking,  as  we  understand  it  in  this  coimtry, 
would  play  a  much  greater  part  in  the  habits  of  the 
people  ? — I  think  that  would  be  a  material  assistance. 
I  think  the  development  of  banking — not  necessarily 
large  banks,  but  local  banks — ;Would  be  of  very  great 
use.  ■  ■ 

7853.  Ton  are  contemplating  a  time  when  every 
man,  to  use  your  phrase,  ceases  to  be  his  own  banker  ? 
—Yes. 


The  witness  withdrew. 


Mr.  L.  G.  DtTNBAE.  called  and  examined. 


7854.  {Chairman.)  Tou  are  Secretary  and  Treasurer 
of  the  Bank  of  Bengal,  I  believe  ? — Tes. 

7855.  Will  you  tell  us  briefly,  how  long  your 
experience  of  India  has  been  ? — I  went  to  India  in 
January  1886:  I  have  been  26^  years  in  the  service  of 
the  Bank  of  Bengal. 

7856.  We  have  had  refen-ed  to  us  a  series  of  ques- 
tions, and  I  would  like  to  take  you  through  some  of 
the  points  that  arise  on  them.  Have  you  any  criticism 
to  make  on  the  size  of  the  balances  either  in  India  or 
in  London  in  recent  years  ? — That  question  has  been 
gone  into  by  the  Bengal  Chamber  of  Commerce,  and 
they  addressed  a  letter  dated  the  28th  May*  to  the 
Secretary  of  this  Royal  Commission  on  the  subject. 
They  generally  approve  of  the  action  of  the  Govern- 
ment in  the  matter. 

7857.  Am  I  to  take  it  that  you  concur  generally  in 
the  opinions  expressed  by  the  Bengal  Chamber  of 
Commerce  in  that  letter  ? — I  do.  •• 

7858.  As  regards  the  balances  in  India,  some 
criticism  has  been  addressed  to  us  suggesting  that  the 
time  of  the  collection  of  the  Government  revenue,  and 
the  delay  in  its  disbursement,  injuriously  affect  Indian 
trade  ;  do  you  share  that  feeling  ? — It  is  no  doubt  the 
fact  that  a  considerable  sum  of  money  is  locked  up  in 
the  Government  civil  treasm-ies,  but  th6  exception  that 
is  taken  in  India  is,  as  far  as  I  know,  to  the  reserve 
treasury  balances,  which  are  unduly  large.  The  amount 
required  to  make  the  rates  a  little  lower  in  India  is,  I 
think,  quite  a  small  sum,  comparatively  speaking. 

7859.  Tou  speak  of  the  sums  in  the  reserve 
treasuries  as  being  imduly  large  ;  are  yo)i  putting  that 
lis  the  general  feeling  in  India,  or  is  it  youi-  own 
personal  opinion  only? — I  think  it  is  the  general 
feeling  in  India. 

7860.  And  you  share  it  ?— There  are  a  very  large 
number   of    treasiiries    and    sub-treasuries,    and    one 

*  See  annex  t"  Appendi.x  XXVI.,  pagv  (10 1. 


realises  that  there  must  be  a  certain  balance  kept  in 
each  one  of  them.  Owing  to  the  very  large  number  of 
these  treasuries,  the  aggregate  balance  must  be  large. 
But  the  reserve  treasury  is  a  mere  "  stocking." 

7861.  Setting  aside  for  the  moment  the  question  of 
the  creation  of  a  State  bank,  to  which  1  will  come 
prf>s6ntly(  do  you  think  that  the  Government  of  India 
could  afford  to  do  without  the  reserve  treasuries  ? — I 
think  the  amounts  in  the  reserve  treasuries  should  be 
made  available  to  the  Presidency  banks,  or  a  selected 
number  of  bankers,  for  loans  when  required,  at  a 
moderate  rate  of  interest. 

7862.  Ton  do  not  think  a  very  large  sum  would  be 
required  for  the  purpose,  do  you  ? — I  do  not  think  so. 

7863.  Would  you  propose  that  the  Government  of 
India  should  not  lend  to  anyone  except  the  Presidency 
banks  ? — Only  to  approved  bankers. 

7864.  Then  that  would  mean  the  Presidency  banks, 
or  would  it  include  certain  joint  stock  banks  as  well  ? 
— ^It  would  include  some  few  others.  The  Exchange 
banks  could  put  up  security  if  necessary. 

7865.  Would  you  expect  to  get  loans  without 
security,  or  wonld  you  anticipate  that  the  banks  would 
be  called  upon  to  deposit  security  with  the  Govern- 
ment ? — I  think  the  banks  should  be  called  upon  to 
deposit  security  with  Government. 

7866.  What  sort  of  secuiity  ?  —  3^  per  cent. 
Government  paper. 

7867.  Ton  say  you  expect  the  money  would  be  lent  at 
a  reasonable  rate ;  what  sort  of  rate  have  you  in  mind  ? 
— I  think  if  Govenunent  wonld  lend  at  4  per  cent,  per 
annum  the  bank  rate  in  India  would  then  never  go 
above  6  ppr  cent.  The  2  per  cent,  ti-ading  profit  would 
be  quite  fair  to  the  Banks. 

7868.  Tou  do  not  thinb  a  2  per  cent,  profit  is 
rather  a  large  one  ? — I  do  not — not  for  the  risk  of 
lending  in  India. 

7869.  Would  yoii  think  it  wise  that  the  Govei-n- 
jnent  of  India  should  take  bills  for  this  security  frpin 
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the  banks,  or  would  you  confine  them  absolutely  to 
Government  paper  ? — At  present  I  would  confine  them 
to  Government  paper. 

7870.  Do  the  banks  cany,  or  would  they  carry, 
enough  of  that  Government  paper  to  enable  them  to 
obtain  the  sums  required  ? — I  think  so.  If  any  bank 
happened  to  be  short  they  could  come  and  liorrow 
from  the  bank  that  had  the  paper. 

7871.  Tou  suggest  that  the  Government  of  India 
should  lend  at  a  fixed  rate  irrespective  of  the  bank 
i-ate  at  the  time  ? — That  was  only  because  I  hear  that 
people  complain  about  the  idea  of  the  bank  rate  going 
up  to  8  per  cent.  If  the  money  was  available  from 
the  Government  at  4  per  cent.  I  do  not  think  the  bank 
rate  would  ever  then  go  up  above  6  per  cent. 

7872.  Suppose  the  Government  were  to  say  that 
within  cei-tain  limits  they  would  lend  at  1  per  cent, 
below  bank  i-ate? — The  Bank  of  Bengal  I  do  not 
think  would  ever  take  it.  I  do  not  know  about  the 
other  two  Banks. 

7873.  Tou  do  not  think  the  difference  of  1  per 
cent,  would  make  it  worth  while  to  take  it  P — I  am  not 
sure  that  the  Bank  of  Bengal  would  ever  require  to 
borrow  even  at  4  per  cent.  One  cannot  foretell,  but 
we  have  not  borrowed  for  six  years. 

7874.  {Sir  Robert  Chalmers.)  What  has  the  bank 
i-ate  been  in  that  sort  of  time ;  what  is  the  maximum  ? 
— ^It  was  9  per  cent,  for  six  weeks  in  1906,  and  it  was 
9  per  cent.,  I  think,  also  in  1908  for  about  six  or  seven 
weeks,  but  since  then  it  has  never  been  above  8  per 
cent.  In  1908,  I  believe,  the  price  of  the  crop  which 
comes  into  the  market  about  that  time — rice — was 
very  dear,  and  more  money  was  required  than  usual 
to  finance  it. 

7875.  (Chairman.)  Apart  from  youi-  desire  to  see 
a  certain  amount  of  the  surplus  balances  made  avail- 
able in  this  way  for  trade  purposes,  do  you  offer  any 
other  criticism  on  the  management  of  the  finances  in 
recent  years  ? — That  is  i-ather  a  large  question.  I  do 
not  think  the  chamber  of  commerce  has  found  any 
other  fault. 

7876.  In  i-egard  to  the  Gold  Standard  Reserve,  do 
you  concur  in  the  opinion  expressed,  I  think,  by  the 
chamber  of  commerce  that  it  ought  to  be  held  in 
London  ? — I  think  it  ought  to  be  held  in  London  and 
invested — not  in  gold. 

7877.  As  regards  investment,  do  you  suggest  that 
the  whole  of  it  should  be  invested  ? — ^I  think  the 
chamber  of  commerce  say  about  five  millions  should 
be  kept  in  gold  and  the  balance  invested. 

7878.  How  do  you  arrive  at  that  figure  of  five 
millions  ? — I  take  that  as  the  amount  that  might 
possibly  be  required  before  the  sale  of  securities  became 
necessary. 

7879.  On  the  whole,  would  you  agree  with  me  that 
the  experience  of  recent  years  has  shown  that  the  sale 
of  securities  of  the  first  class  is  not  always  such  an 
easy  or  cei-tain  operation  as  we  used  to  think  ? — Tes, 
quite  so. 

7880.  Having  regard  to  that,  do  you  think  that  five 
millions  is  a  sufficient  margin  to  allow  in  gold  F — 
Opinions  vary.  This  was  discussed  at  the  meeting  of 
the  chamber  of  commerce  at  which  most  of  the  leading 
merchants  of  Calcutta  were  present,  and  1  think  the 
words  are  "  a  sum  of  not  less  than  five  millions." 
Some  wanted  to  say  "  not  more  than  five  millions." 

7881.  Is  it  youi-  personal  opinion  that  it  would 
have  been  better  to  say  "  not  more  than  five  miUions  "  ? 
— I  do  not  profess  to  have  any  special  knowledge  on 
the  subject,  but  I  was  in  favour  of  "  not  more  than 
five  millions." 

7882.  Of  course  that  would  mean  that  in  any  crisis 
you  would  have  to  sell  secuiities  ? — Not  necessarily. 
There  ai-e  always  a  large  nvxmber  of  sovereigns  in  the 
currency  resei-ve.  We  could  transfer  the  securities  to 
the  currency  reserve  and  take  the  sovereigns  out  of  it. 

7883.  Could  you  do  that  without  an  alteration  of 
the  existing  law  ? — I  cannot  say. 

7884.  At  the  present  time  is  it  not  the  case  that 
the  amount  of  the  securities  that  can  be  held  in  the 
currency  reserve  is  strictly  limited  ? — You  are  quite 
right,  it  is  strictly  limited.  Government  would  have 
to  pass  a  short  special  Act  for  the  pui-pose, 


7885.  So  that  in  an'iving  at  five  millions  as  the 
amount  to  be  held  in  the  Gold  Standard  ReseiTe 
in  London,  you  rely  for  making  up  any  possible 
deficiency  on  the  gold  in  the  currency  reserve  ? — At 
present  1  would,  as  there  is  plenty  of  gold  in  the 
cun'ency  reserve  which  is  not  requu-ed. 

7886.  If  the  gold  in  the  ovirrenoy  reserve  fell  off, 
would  you  think  it  necessaiy  to  revise  the  limit  of 
five  millions  of  gold  to  bo  held  in  London  ? — I  would 
not  persona,lly.  It  would  depend  whether  Government 
could  borrow  against  securities  in  London  instead  of 
selling  them.  If  they  could  borrow  at  a  reasonable 
rate  of  interest,  I  would  always  do  that  in  preference 
to  selling. 

7887.  I  suppose  yom-  object  in  desiring  to  invest  as 
large  a  proportion  as  possible  is  to  earn  interest  instead 
of  having  the  money  lying  idle  ? — Simply  to  earn 
interest. 

7888.  You  would  agree,  I  presume,  that  if  you  are 
to  have  a  Gold  Standard  Reserve  at  all,  the  fii-st  thing 
to  aim  at  is  that  it  should  be  sufficient  for  the  purpose 
for  which  it  i§  established  ? — Tes,  quite  so. 

7889.  Security  is  more  importint  than  profit  ? — 
Well,  yes. 

7890.  It  is  a  question  of  degree,  in  your  opinion  ? — 
Tes,  it  is  a  question  of  degree.  I  agree  with  what  the 
Chamber  of  Commerce  say,  that  it  would  bo  a  veiy 
unbusinesslike  proceeding  to  have  all  this  sum  lying 
idle. 

7891.  Do  you  think  it  would  be  a  good  banker's 
proposition,  having  regard  to  possible  liabilities,  to 
have  only  five  millions  in  cash  ? — I  personally  think  so. 

7892.  Tou  are,  of  course,  cognisant  of  the  existence 
of  the  Indian  branch  of  the  Gold  Standard  Reserve  ? — 
Tes. 

7893.  Which  is  held  in  rupees  ? — Yes ;  four  millions 
sterling  or  six  crores  of  iTipees. 

7894.  Do  you  see  any  objection  to  that  ? — ^I  per- 
sonally see  no  objection  to  it. 

7895.  The  Fowler  Committee  made  certain  recom- 
mendations which  have  been  accepted  and  acted  upon 
by  the  Government,  and  some  others  which  have  not 
been  followed  out ;  amongst  other  things  they  recom- 
mended the  establishment  of  a  gold  currency — ^what 
is  your  view  about  that? — 1  am  opposed  to  a  gold 
currency  as  not  required  in  India,  and  as  a  wasteful 
and  expensive  luxuiy. 

7896.  With  regard  to  the  gold  which  finds  its  way 
into  circulation  in  India,  have  you  formed  any  definite 
opinion  as  to  how  much  remains  actually  available  as 
cun-ency  P — It  is  impossible  to  express  an  opinion. 
My  own  opinion  is  that  India  is  very  much  more 
prosperous  than  it  was  ;  the  people  are  better  off,  and 
the  ladies  of  the  country,  who  must  be  a  very  large 
number,  say  150  millions,  are  now  wearing  gold 
jewellery  rather  than  silver  jewellery ;  only  the  poorest 
class  have  silver  jewellei-y  now. 

7897.  You  think  then  that  a  great  deal  of  the  gold, 
at  any  rate,  that  has  gone  into  India,  is  not  in  circu- 
lation?— In  the  last  four  years  India,  has  had  large 
crops,  which  have  been  sold  at  high  prices.  My 
own  opinion,  judging  from  what  one  sees— of  course, 
the  better  class  of  women  are  not  exposed  to  view  in 
Indiar— is  that  gold  jewelleiy  is  now  much  more  exten- 
sively worn  than  formerly ;  and  in  my  opinion  that  is 
where  a  good  quantity  of  the  gold  has  gone. 

7898.  As  far  as  cui-rency  is  concerned,  do  I  under- 
stand yom-  view  to  be  that  the  iiipee  is  a  more  con- 
venient foi-m  of  currency  for  India  than  the  sovereign? 
—It  all  depends  upon  whether  you  take  the  view  of 
the  receiver  or  the  view  of  the  buyer  of  the  gi-ain. 
The  buyer  of  the  grain  who  has  to  transport  this 
money  about  the  country  prefers  the  sovereign;  but 
I  think  the  receiver,  the  seller  of  the  crop  that  has 
been  marketed,  prefers  rupees. 

7899.  The  buyer  prefers  the  sovereign  as  being 
handier  to  move  ?— Tes,  and  to  count,  and  handle. 

7900.  From  that  point  of  view  the  note  is  better 
still  ?— Tes,  it  is,  but  there  is  the  difficulty  of  getting 
it  cashed.  There  are  veiy  few  places  where  it  can  be 
encashed  throughout  India  at  face  value. 
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7901.  The  note  ciBculation  has  risen  very  markedly 
in  the  last  few  years,  has  it  not  ? — Very  much  of  late 
years. 

7902.  I  suppose  that  has  been  largely  stimulated 
by  the  greater  facilities  that  have  been  afforded  in  the 
way  of  the  universalisation  of  the  smaller  notes  ?^ 
I  think  so  to  a  certain  extent.  I  think  the  increase 
of  the  note  circulation,  which  has  gone  up  from 
46  orores  in  1909  to  66  crores  in  1913,  that  is,  in 
four  years,  is  merely  indicative  of  the  increasing  wealth 
of  the  oountiy.  It  means  that  22  crores  more  floating 
capital  is  available  in  India. 

7903.  Does  your  bank  attempt  to  encourage  the 
circulation  of  notes  in  preference  to  other  forms  of 
payment  ? — In  Calcutta  and  anywhere  else  where  there 
is  a  currency  office,  such  as  Cawnpore  and  Lahore, 
we  deal  almost  exclusively  in  notes;  but  in  a  place 
like  Dacca,  where  there  is  no  cun-ency  office,  it  is  all 
rupees.  The  rupees  are  a  great  inconvenience  to  the 
bank ;  they  are  very  heavy,  and  they  cost  a  consider- 
able sum  to  ti-anspoi-t  about,  so  we  do  all  we  can  to 
encourage  notes. 

7904.  You  would  like  to  see  an  increase  in  the 
note  circulation  ? — Yes,  I  think  so. 

7905.  Oould  Government  encourage  the  circulation 
of  notes  any  more  than  it  does  ? — Yes,  by  opening 
more  currency  offices. 

7906.  Could  it  encourage  it  ia  any  other  way  than 
that  ? — There  is  a  lack  of  civility  on  the  part  of  the 
subordinate  G-ovemment  officers.  People  prefer  to 
deal  with  the  bank  rather  than  with  the  ciirrency  office. 

7907.  Does  that  affect  the  question  of  whether 
they  get  notes  or  rupees  ? — I  do  not  think  the  ordinary 
person  will  go  to  a  currency  office  if  he  can  help  it. 
He  prefers  to  deal  with  a  bank.  1  am  speaking  very 
genei-ally ;  of  course  there  are  many  exceptions. 

7908.  Does  the  Govei-nment  ever  offer  inducements 
to  you  to  take  gold  rather  than  notes .'' — They  have 
not  offered  any  inducements  on  the  Bengal  side  to 
take  gold  at  all,  and  thex-e  is  very  little  gold  in 
circulation  there. 

7909.  But  elsewhere  ? — Elsewhere  they  offer  us 
inducements  to  take  gold  rather  than  rupees. 

7910.  WiU  you  teU  me  in  what  way  ? — For  instance, 
at  Lahore,  at  Agra,  and  at  Delhi,  to  my  certain  know- 
ledge when  we  take  a  currency  transfer  from  Calcutta 
when  money  is  wanted  in  those  three  places,  if  we  take 
it  in  rupees  there  is  a  charge  of  -j^  per  cent,  premium ; 
but  if  we  take  it  in  sovereigns  there  is  a  charge  of  only 
■g^  per  cent,  premium,  so  that  traders  get  the  money 
from  us  in  gold  at  -^  P®^  cent,  less  than  we  charge 
them  if  they  take  it  in  rupees. 

7911.  {Mr.  Grillan.)  In  what  centres  is  that  ? — The 
three  places  I  know  are  Lahore,  Agra,  and  Delhi. 

7912.  {Chairman.)  Do  you  know  the  reason  why 
the  Government  should  make  that  distinction  ? — ^I 
understand  that  the  Accountant- General  at  Bombay 
got  alarmed  at  the  very  large  influx  of  sovereigns,  so 
he  sent  large  remittances  of  sovereigns  to  those  three 
places  and  others ;  to  get  rid  of  sovereigns  at  those 
places  this  inducement  is  offered. 

7913.  To  that  extent  the  Government  of  India  is 
actively  using  its  influence  at  those  centres  to  put  gold 
into  circulation  rather  than  rupees  or  notes  ? — I  do  not 
know  whose  orders  they  are  ;  I  understood  it  was  the 
Accountant-General  of  Bombay,  but  I  suppose  the 
Government  of  India  must  have  approved.    It  is  out- 

■  side  the  Accountant-General  of  Bombay's  province,  but 
the  sovereigns  came  from  Bombay. 

7914.  {Mr.  Keynes.)  Is  this  recent— within  the 
last  year  or  two  ? — I  am  not  certain  when  it  began ;  I 
should  think  it  was  fully  a  year  ago. 

7915.  Does  it  go  on  now  ? — It  was  going  on  when  I 
left  India. 

«  7916.  {Chairman.)  So  far  as  it  goes  on,  it  would 
not  be  correct  to  say  that  the  Government  of  India 
is  pui-ely  neutral  in  the  question  of  what  form  the 
currency  would  take,  and  gives  the  people  whatever 
they  ask  for  P — This  is  a  transfer  of  money  from  the 
buyers  of  crops  in  Calcutta  to  these  outlying  places, 
and  Government  offer  an  inducement  of  -jV  per  cent, 
to  anybody  who  will  take  gold  at  these  three  places. 
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They  may  do  so  at  other  places,  but  I  do  not  know 
about  it. 

7917.  In  the  part  of  India  with  which  you  are 
mostly  concerned,  is  there  any  growing  demand  for 
gold  ? — The  people  are  well  acquainted  with  gold,  but 
I  am  not  aware  of  any  demand  for  gold.  They  will 
take  notes  now  in  Burma,  and  there  is  little  demand 
for  sovereigns  there. 

7918.  As  far  as  you  are  concerned,  would  you 
prefer  to  see  the  Government  of  India  encoui-aging  the 
issue  of  notes  and  rupees,  or  would  you  like  to  see 
them  encouragiug  the  issue  of  gold? — I  am  not  a 
believer  in  a  gold  currency,  therefore  I  should  prefer 
to  see  them  encouraging  the  use  of  notes. 

7919.  Do  you  think  that  gold  currency,  or  gold  in 
the  other  forms  of  which  you  spoke  earlier,  would  be 
of  much  value  for  the  maintenance  of  exchange  in  the 
case  of  a  crisis  ? — We  must  have  a  gold  standard.  It 
is  the  gold  currency  that  I  think  is  unnecessary. 

7920.  I  was  assiiming  that  you  required  to  maintain 
the  standard.  Do  you  think  that  gold  in  the  cnrrency, 
or  the  other  gold  iu  India  of  which  you  spoke  which  is 
used  as  ornaments,  would  come  out  for  the  support  of 
exchange  in  a  crisis  ? — Gold  as  ornaments  certainly 
would  not.  I  do  not  think  the  private  gold  would 
come  out  at  all. 

7921.  Therefore  for  the  purposes  of  exchange  you 
would  prefer  to  have  the  gold  in  the  cuiTcncy  reserve, 
but  not  in  actual  circulation  or  hoards  ? — That  is  so. 

7922.  Now  I  come  to  the  question  of  the  State 
bank.  Your  directors  have  addressed  a  letter*  to  the 
Commission,  in  which  they  are  good  enough  to  say 
that  they  desire  to  place  your  expert  knowledge  and 
experience  of  finance  and  banking  in  India  at  the 
disposal  of  the  Royal  Commission  ;  but  they  wish  it  to 
be  clearly  understood  that  any  opinions  expressed  by 
you  are  your  own  personal  views,  and  cannot  in  any 
way  be  binding  upon  the  Board  of  Directors  or  the 
shareholders  of  the  Bank  of  Bengal.  They  add,  how- 
ever, that  they  have  authorised  you  to  say  that  they 
agree  with  the  broad  principles  enumerated  in  the 
letter  of  28th  May  1913  from  the  Bengal  Chamber  of 
Oommerce,t  of  which  you  have  already  spoken ;  and 
they  go  on  to  say  that  if  the  Commission  pronounce  in 
favoiu-  of  the  principle  of  a  State  bank  for  India, 
formed  by  the  absorption  of  the  three  Presidency 
banks  under  a  reconstructed  bank,  the  directors  will 
in  consultation  with  the  Government  of  India  at  once 
take  steps  to  formulate  a  scheme,  and  to  lay  a  scheme 
before  their  shareholders  for  their  consideration  and 
approval.  Your  directors  do  not  expi-ess  any  opinion 
there  as  to  whether  it  would  be  desirable  in  the 
interests  of  India  that  there  should  be  such  a  State 
bank  formed ;  would  you  let  us  have  your  views  on 
that  point? — My  directors  did  not  wish  to  commit 
themselves  to  anything  until  they  heard  what  part  of 
the  banking  business  done  by  Government  was  to  be 
m^de  over  to  the  State  bank,  and  on  what  tei-ms.  At 
present  when  we  do  work  for  Govei-nment  they  pay 
us  what  they  call  our  out-of-pocket  expenses,  and  there 
is  very  little  in  it. 

7923.  You  have  the  use  at  present  of  considerable 
balances  free,  have  you  not? — We  do  an  enormous 
amount  of  work  for  it — we  keep  up  a  very  large 
establishment.  I  have  got  the  figures  here.  Our 
establishment  costs  Rs.  2.40.000  a  year,  and  we  pay 
Rs.  23,000  for  police  guards  to  guard  the  ciuTency 
chest  which  the  bank  keeps  free  of  charge  at  our 
branches. 

7924.  You  would  not  like  to  lose  it? — That  is  a 
very  different  thing. 

7925.  I  suppose  if  there  were  a  State  bank  it  would 
take  over  all  the  Government  balances  ? — ^I  think  it 
should. 

7926.  And  I  suppose  it  would  have  to  take  over 
the  management  of  the  note  issue  ? — I  think  so. 

7927.  Yery  probably  it  would  do  the  business  now 
done  by  the  Secretary  of  State  in  London  in  the  sale 
of  Council  bills  and  transfers? — I  think  a  London 
office  of  the  State  bank  should  be  established. 

*  Printed  as  supplementary  note  to  Appendix  XXV., 
page  596. 

•j-  Printed  as  annex  to  Appendix  XXVI.,  page  (iOl 

X 


322 


HOYAL  COMMISSION   ON   INDIAN   FINANCE   AND   CUREENOY  : 


31  Jvly  1913.] 


Mr.  L.  G.  DuNBAB. 


[Contimied. 


7928.  Do  you  think  it  ought  to  be  allowed  to  do 
tusiness  outside  the  reqtiireinents  of  the  Secretary  of 
State  ? — A  proposal  of  that  kind  would  meet  with  the 
combined  opposition  of  the  exchange  banks.  I  think 
the  State  bank  might  be  safely  permitted  to  purchase 
sterling  bills  to  the  extent  of,  say,  20  millions  a  year 
to  meet  the  requirements  of  the  Secretary  of  State  in 
London. 

7929.  Tou  would  not  think  it  necessary  to  allow 
them  to  deal  in  exchange  outside  the  requirements  of 
the  Secretary  of  State  ? — The  exchange  business  is 
the  cream  of  the  Indian  banking  business ;  it  is  the 
best  of  it. 

2930.  What  sort  of  capital  do  you  think  such  a 
bank  would  require  ? — I  put  it  down  at  five  millions 
sterling. 

7931.  That  is  just  about  the  capital  of  the  present 
Presidency  Banks,  is  it  not  ? — The  capital  and  reserves 
of  the  present  Presidency  Banks. 

7932.  On  the  establishment  of  such  a  bank  would 
much  more  capital  become  available  for  Indian  trade 
development  ? — All  the  Government  money,  or  a 
considerable  portion  of  ihe  Government  money,  would 
be  available.  It  would  make  the  rates  of  interest 
lower  in  India. 

7933.  Do  you  think  that  the  Government  of  India 
could  safely  entrust  the  whole  of  its  balances  to  a  bank 
with  no  larger  capital  than  that  P — Managed  as  the. 
Presidency  banks  are  at  present,  I  should  say :  Yes. 

7934.  Perhaps  you  would  consider  it  would  be 
reasonable  that  the  Government  of  India  should 
require  representation  on  the  board  ? — Certainly. 

7935.  I  suppose  it  would  be  necessaiy  to  maintain 
local  boards  in  the  different  Pi-esidencies  ? — I  think  so. 

7936.  And  then  you  would  have  a  central  board 
sitting  somewhere  F — ^In  Calcutta. 

7937.  Is  that  a  sine  qua  rum  7 — Tes. 

7938.  How  would  you  propose  to  form  that  board  ? 
— There  would  be  our  Calcutta  directors,  and  Bombay 
and  Madras  would  be  asked  to  send  a  director  to  this 
central  board;  whether  they  would  or  not  I  do  not 
know. 

7939.  Do  you  think  it  would  be  eaey  to  get  and 
maintain  a  fair  representation  of  other  districts  on  a 
board  which  sat  in  Calcutta  ? — Calcutta  is  the  xaost 
important  town  in  India,  and  the  richest  and  most 
prosperous  district,  and  it  is  difficult  to  believe  that  the 
central  board  could  be  anywhere  else. 

7940.  I  was  not  iutending  to  dispute  that,  but  my, 
point,  as  you  can  see,  would  apply  equally  wherever 
yoa  placed  the  central  board.  What  has  been  put  to 
us  by  some  witnesses  is, that  India  is  so  vast  a  country 
and  the  business  men  who  are  there  are  so  busy  with 
their  own  affairs  that  it  would  be  impossible  for  them 
to  meet  in  one  centiul  place  and  there  to  control  the 
afEau-s  of  the  bank  P — That  would  be  impossible. 

7941.  Tou  think  if  you  had  a  bank  the  supreme 
board  would  have  to  be  for  those  reasons  a  Calcu^ 
board  ? — It  would  have  to  be  a  Calcutta  board  in  my 
opinion. 

7942.  Suppose  that  such  a  bank  were  established, 
and  you  had  one  or  two  Government  representatives 
on  the  central  board,  ought  it  to  have  through  them 
a  right  of  veto  ? — If  those  duties  which  you  have  just 
enumerated  are  handed  over  to  the  new  State  bank, 
I  think  the  Government  directors  should  be  in  a 
position  of  very  great  authority. 

•  7943.  Of  com-se  in  tha,t  case  the  responsibility  of 
Government  would  be  both  very  real  and  very  gi-eat  P— 
It  is  a  question  whether  Government  would  be  respon- 
sible. The  Government  directors  would  be  acting  on 
behalf  of  the  Government,  but  I  do  not  think  the 
Government  should  take  any  responsibility  to  the 
public. 

7944.  Could  they  divest  themselves  of  responsibility 
in  the  eyes  of  the  Indian  public,  if  directors  nominated 
by  them  sat  on  the  board  and  played  an  important 
part  there?—  I  am  not  quite  prepared  to  say  what  the 
Indian  public  would  think.  I  do  not  beheve  the  Indian 
public  would  think  anything  about  it.  They  would 
mei-ely  know  th^t  |he  bank  was  controlled  by  Govern- 
ment directors. 


7945.  In  your  opinion  would  thei'e  be  great  advan- 
tages to  India  from  the  creation  qi  such  a  central 
bank? — I  think  so,  I  have  read  the  remarks  of  Mp. 
Abrahams*  and, also  of  Mr.  Eeynesf  on  the  subject, and 
they  have  put  the  case  very  fully  and  fairly,  1  consider. 

7946.  Do  you  think  such  a  bank  would  increase  the 
actual  banking  facilities  in  India  ? — I  think,  including 
all  the  banks  m  India  and  the  great  banking  community 
of  the  shrofEs,  that  the  banking  facilities  in  India  are 
already  pretty  complete.  The  difficulty  on  the  Bengal 
side  that  we  find  is  reliable  borrowers  to  lend.  to. 

7947.  One  reason  for  the  maintenance  of  so  many 
Government  treasuries  is  the  absence  of  bank  hrancUes 
which  might  do  the  business  for  them,  is  it  not?-^ 
India,  as  you  have  just  said,  is  an  enormous  country. 
At  the  majority  of  the  places  where  GOTernmeht' 
treasuries  are  established  there  is  little  banking  busi- 
ness possible,  not  sufficient  to  pay  the  expenses  of  a 
branch;  but  the  Government  need  their  treasuries  aU 
over  the  country  as  revenue-collecting  centres. 

7948.  Then  to  that  extent  the  creation  of  a  State 
bank  would  not  relieve  the  G-ovemment  of  the  necessity 
of  maintaining  these  treasuries  ? — It  might  in  the 
case  of  a  few  of  the  bigger  treasuries,  but  not  in  tl^e 
case  of  the  great  number  of  sub-treasuries. 

7949.  Is  there  much  tendency  on  the  part  of  the 
banks  to  extend  the  number  of  branches  ? — ^The 
tendency,  I  think,  in  India  is  for  the  finance  required 
by  trade  to  be  more  and  more  concentrated  in  the 
seaports;  these  up-counti-y, places  are  dying  away, with 
the  exception  perhaps  of  Cawnpore,  which  is  a  manu-^ 
facturing  place,  and  one  or  two  places  on  the  Bombay 
side. 

7950.  Have  the  banks  made  any  serious  effort  .to 
attract  to  themselves  the ,  hoards  of  the  people  of 
India  ? — The  Bank  of  BengM  used  to  offer  4  per  cent, 
for  deposits  fixed  for  12  months.  We  got  far. more 
than  we  could  employ^  and  we  had  to  reduce  the  rate 
to  3  per  cent.i  per  annum ;  3  pnr  cent.,  is  all  we  pay 
for  fixed  deposits^  and  we  will  not  take  deposits  fpr 
short  periods. 

7951.  Does  that  apply  to  the  busy  season  as  well 
as  to  the  slack  season? — The ,  busy  season  is  such  a 
short  period.  We  never  borrow  now  for  short  periods 
even  in  the  busy  season.    ,  ^ 

7952.  (Sir  Ernest  Cable.)  Tou  have  branches^pver  a 
large  area  in  India,  have  you  not  P — A.  very  large  area. 

7953.  Do  you  find  in  the  management ,  of  your 
branches  difficulty  arising  from  the  fact  that  you  are 
dealing  with  a  large  number  of  different  people  with 
different  interests,  languages,  and  so  onp  Tou  run 
f I'om  Bm-ma,  on  the  one  hand,  to  the  ngrth-we^t ;  dp 
you  find  it  hard  to  manage  such  a  large  area? — 
I  do  not  think  so.  We  send  trusted  agents  to  tjie 
various  places,  and  the  man  on  the  spot  is  given  ^ 
certain  amount  of  control,  under  the  strict  supervision 
of  the  head  office  and  directors;  but  what  he  does 
we  really  do  not  know  of  until,  say,'  several  days  later, 
when  his  returns  reach  the  head  office. 

7954.  But  you  do  not  find  a  difSculty  in  managing 
the  bank  under  such  conditions  ?— No,  I  think  not. 

7955.  So,  from  that  point  of  view,  the  large  area 
involved  would  be  no  difficulty  in  the  case  of  a  central 
bank  ? — ^I  do  not  think  so  at  all. 

7956.  Tou  said  that  the  cream  of  the  business  in 
India  belonged  to  the  exchange  banks,  did  you  not  P — 
I  imeant  to  say  that  the  finance  of  the  foreign  trade 
of  the  country  was  the  cream  of  the  business  in  India. 

7957.  I  only  put  that  to  you  because  I  understand 
that  the  exchange  banks  are  engaging  in  local  business 
as  well  P — So  they  are.  We  have  had  t6  reduce  om- 
rates  in  Calcutta  for  advances  to  jute  miUs  to  half 
per  cent,  below  the  bank's  published  minimum.-'in 'order 
to  compete  successfully  with  the  exchange  banks'.' 

7958.  I  always  understood  that  the  exchange,  banks 
used  to  think  the  cream  of  the  business  was  the  local 
business? — No.  Look  at  the  enormous  profits  they 
make. 

7959.  It  would  be  a  sine  qua  non,  I  think  you  said, 
that  Calcutta  should  be  the  head  office,  of  the  central 

*  Appeudix  XIV.,  page  339^  "~"  ~^.      -" 

t  -See  Indian  Currency  and  Finance,  published  by'  Mac- 
Millan  1913  :  Chapter  VII.,  paragraphs  28-31. 
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bank.  If  the  schema  were  retarded,  or  perhaps  even 
vetoed,  by  reason  of  local  jealousies  between  the 
Presidency  towns,  would  you  not  concede  the  point 
that  some  neutral  city  should  be  the  head  office  ?— I 
do  not  think  so.  In  my  opinion  Government  should 
approach'  the  Bank  of  Bengal  and  ask  the  Bank  of 
Bengal  to  submit  a  scheme  for  a  State  bank.  We 
would  then  approach  the  Bank  of  Bombay  and  the 
Bant  of  Madras,  and,  I  think,  personally,  also  the 
Allahabad  Bank,  the  Alliance  Bank,  and  the  Delhi  and 
London  Bank,  with  what  would  be  considered  fair 
terms  of  absorption.  Then  if  the  banks  do  not  choose 
to  take  them  they  can  stay  outside. 

7^60.  Then  you  would  suggest  an  amalgamation  of 
other  banks  besides  the  Presidency  banks  ?  — That  is 
my  own  personal  opinion.  The  State  bank  would  want 
more  men  and  more  offices. 

7961.  You  have  suggested,  I  think,  in  your  memo- 
randum that  a  central  bank  should  undertake  the 
management  of  the  Gold  Standard  Reserve;  do  you 
mean  by  that  that  the  bank  should  undertake  the 
responsibility  of  maLataining  exchange  P^No ;  we 
would  simply  hold  the  fund. 

7962.  T6u  would  be  the  custodians  of  it? — Tes, 
and  we  would  show  the  balances  every  week  in  our 
weekly  statement. 

7963.  Has  it  ever  been  considered  whether  the 
Government  of  India  should  issue  local  Treasury  bills 
if  they  happen  to  be  short  of  money  at  any  time  ? — -I 
have  heard  it  mentioned  by  brokers  and  other  people. 
Mr.  Reid,  a  broker  in  Calcutta,  has  several  times,  I 
understand,  been  to  see  the  Comptroller-General  about 
it,  but  I  have  never  heard  that  the  Government  have 
any  intention  of  doing  so. 

7964.  Do  you  think  that  they  could  raise  money  in 
that  way  if  they  wanted  it  for  short  periods  P — ^I  think 
so  ;  or  they  could  overdraw  from  the  Presidency  banks 
at  a  very  moderate  rate  of  interest. 

7965.  One  of  the  reasons  brought  forward  for  the 
establishment  of  a  central  bank  is  that  it  would  form  a 
link  between  what  might  be  called  the  great  banks  of 
the  country  and  the  agriculturists,  that  it  would  link 
the  various  money  markets  together,  and  that  the 
central  bank  could  imdertake  the  task  of  lending  to 
agriculturists,  perhaps  through  co-operative  societies  ; 
would  that  be  possible  ?— Tes.  The  Bank  of  Bengal 
will  only  deal  with  the  central  co-operative  societies — I 
am  not  quite  certain  of  the  names — and  only  then  if 
they  aris  guaranteed  by  their  directors,  who  are  men  of 
a  certain  standing  ;  and  these  societies  lend  to  village 
banks.     So  we  ah-eady  do  that  business. 

7966.  At  present  the  Presidency  banks  tender  for 
Government  loans,  and  jpresumably  they  sell  them  out 
gradually  at  a  profit ;  that,  I  suppose,  would  not  be 
possible  if  one  central  bank  were  formed,  as  it  would 
be  k  Government  institution  ?— There  is  a  very  large 
investment  demand  in  India  for  Government  paper. 
The  ordinary  investor  quite  knows  the  danger  of 
buying  bazaar  paper,  that  is  paper  from  the  bazaar,  so 
he  comes.  to>  the  Bank  of  Bengfl^and  it  is  a  very 
large  business  on  our  side— and  he  buys  paper  direct 
from  the  Bank  of  Bengal ;'  he  then  knows  his  title  is 
good.  We  charge  him  6  annas  or  4  annas  above  the 
market' rate  for  our  good  clean  paper  free  of  law  suits. 

!  7967.  The  issue  of  new  loans  is,  of  course,  a  source 
of  profit ;  the  Government  would  get  that  if  the  centi-al 
bank  issued  the  loans  ?— It  all  depends.  The  Govem- 
meni;  can  deal  in  Government  paper,  as  we  do,  through 
^he  central  bank,  or  else  it  may  do  as  at  present-^ask 
us  to  tender  for  the  loan,  accept  our  tender,  and  let  us 
do  the  dealing. 

7968.  Do  you  agree  with  the  suggestion  that  the 
central  bank  must  inevitably  become  a  Government 
institution  ?— I  do  not  say  that  it  should  be  a  Govern- 
ment institution.  I  merely  say  the  Government  should 
be  represented  on  the  board  of  directors,  and  strongly 
represented. 

7969.  The  stafE  would  not  be  Government  officials  ? 
—No. 

7970  (Mr.  Gladstone.)  I  thmk  you  said  that  you 
would  limit  the  securities  to  be  given  for  Government 
loans  to  3*  per  cent,  paper  P— Perhaps  I  was  wi-ong. 


That  is  the  only  trastee  security  in  India,  but  first- 
class  municipal  debentures  might  be  taken. 

7971.  Under  the  Bank  Act  you  are  allowed,  are  you 
not,  to  take  port  stock  and  municipal  stock  ? — Municipal 
and  port  tnxst  debentures. 

7972.  Would  you  include  those  ? — Tes,  they  ought 
to  be  included. 

7973.  We  have  heard  something  about  the  way  in 
which  money  can  be  more  easily  raised  now  on  loan  in 
India.  It  is  the  fact,  is  it  not,  that  the  Presidency 
banks  are  allowed  to  advance  on  certain  railway 
securities,  local  companies  not  directly  guaranteed  by 
the  Government  of  India,  according  to  a  schedule 
which  they  publish  from  time  to  time  P — ^Tes. 

7974;  Perhaps  you  would  favour  those  securities 
being  included  P — -Personally,  I  would  not. 

7976.  Do  you  not  lend  on  those  securities  ? — We 
are  authorised  to  do  so.  There  is  one,  the  Darjeseling- 
Himalaya,  which  is  looked  on  as  very  good.  Loans 
depend  upon  the  character  of  the  borrower. 

7976.  Raising  capital  for  railways  in  India  is  rather 
in  its  infancy  now ;  but  you  are  probably  aware  that 
there  is  a  very  considerable  move  in  that  direction, 
and  the  expiefetation  is  that  much  larger  sums  vriU  be 
raised  in  India  for  branch  railways  under  contract 
with  Government,  with  not  what  we  might  call  trustee 
guarantees,  but  amply  secured  P — ^Tes. 

7977.  There  are,  for  instance,  rupee  loans  with  a 
3  per  cent.  Government  of  India  guarantee  P — Tes. 

7978.  I  suppose  you  would  be  willing  to  advance 
against  those,  and  that  those  should  be  included  ? — 
There  is  no  market,  or  a  very  small  market,  in  India ; 
and  I  think  the  bank  would  only  take  into  considera- 
tion the  character  of  the  borrower. 

7979.  Have  you  personal  experience  of  the  working 
of  the  treasuries  up-country ;  do  you  think  they  are 
economically  worked  ? — I  think  they  are  very  economi- 
cally worked. 

7980.  Do  you  think  the  balances  which  are  moved 
on  from  one  "place  to  another  are  kept  as  low  as 
possible  ? — The  bank's  complaint  is  that  some  are  kept 
too  low. 

7981.  Apparently  you  think  full  advantage  is  taken 
of  .the  improved  railway  facilities  and  telegraphic 
facilities  as  they  now  exist ;  we  have  had  evidence, 
I  think,  that  trade  has  increased-,  and  the  commitments 
of  Government  are  larger,  and  the  balances  are  now 
considerably  greater  up-country  tlftin  they  used  to 
be  P — I  am  not  prepared  to  give  an  opinion  on  that 
point.  I  think  they  are  very  economically  managed. 
Occasionally  there  may  be  a  surplus  of  50,000  or 
60,000  rupees  at  one  treasury,  which  is  not  immediately 
required,  but  will  be  required  a  little  later  on.  It 
might  possibly  be  moved  somewhere  else,  but  there 
would  be  the  cost  of  moving. 

7982.  If  that  be  the  case  at  200  or  300  treasuries 
it  would  amount  to  a  large  sum  P — It  would  in  the 
aggregate.  It  is  only  for  a  very  short  period  of  the 
year  that  there  is  any  shortage  of  money  in  India,  and 
that  could  easily  be  met  of  late  years  by  the  reserve 
treasury  Without  touching  any  of  this  money. 

7983.  I  am  now  dealing  with  the  question  whether 
any  of  these  balances  up-country  are  imnecessarily 
large  and  therefore,  of  course,  wasteful  P — Speaking 
generally,  I  should  say  not. 

7984.  {Mr.  Keynes.)  Tou  say  you  have  rejected 
fixed  deposits  at  4  per  cent.  P — We  will  not  give  4  per 
cent.  now. 

7985.  But  you  propose  that  the  Government  should 
lend  to  you  at  4  per  cent? — In  times  of  pressure. 

7986.  Pour  per  cent,  is  the  rate  that  you  would  pay, 
then,  in  the  busy  season,  not  aU  the  year  round  ? — No, 
in  the  busy  season.  We  as  bankers  do  not  mind 
8  per  cent,  at  all ;  it  is  the  merchant  who  is  to  benefit 
by  any  reduction,  and  he  often  does  extremely  well 
when  the  rate  is  8  per  cent. 

7987.  Was  your  reason  that  if  you  were  to  employ 
all  those  funds  you  would  lower  the  bank  rate,  and 
you  do  not  wish  to  do  that? — -We  had  too  much 
money.  Our  cash  balances  grew  enormously,  and  it 
was  no  good  paying  4  per  cent,  for  jnoney  which  was 
lying  in  the  tiU  unused. 
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7988.  By  too  much  money  do  you  maan  more 
mousy  than  you  could  uss  at  the  current  biuk  rate  ? 
—Yes. 

7989.  So  that  you  could  only  use  the  additional 
funds  by  lowering  the  bank  rate  ? — No  ;  we  could 
not  employ  the  funds  at  all — or,  at  any  rate,  only  for 
a  very  short  period  of  the  year. 

7990.  Do  you  hold  that  the  funds  that  you  could 
employ  are  largely  independent  of  the  level  of  the  bank 
rate  at  a  given  moment  ? — I  say  that  it  is  a  question  of 
supply  and  demand.  We  got  more  money  than  we 
could  employ  by  offering  4  per  cent.,  so  we  reduced  our 
rate  first  to  oj  and  now  to  3  per  cent. 

7991.  Do  you  think  that  the  demand  for  money  at 
a  given  moment  in  India  is  independent  of  the  rate 
charged  for  money,  or  not  ? — ^The  demand  for  money 
in  India  is  caused  by  the  crops  and  the  habits  of  the 
cultivators  who  want  cash  for  the  crops. 

7992.  Then  the  reason  for  raising  the  bank  rate 
is  not  to  choke  ofE  a  certain  number  of  borrowers  ? 
— The  reason  for  raising  the  bank  i-ate  is  certainly 
that  as  the  borrowers  increase,  not  being  a  philan- 
thropic institution,  we  make  them  pay  more  for  the 
money  when  the  demand  is  in  excess  of  the  supply. 

7993.  If  raising  the  bank  rate  chokes  off  boiTowers, 
I  suppose  lowering  it  would  bring  new  borrowers 
forward  ? — No,  I  do  not  think  it  would.  There  are 
times  in  India  when  we  cannot  lend  money  at  any 
rates  at  all. 

7994.  I  am  speaking  now,  not  of  the  very  dull 
season,  but  of  the  eight  months  of  the  year  in  which 
there  is  a  good  deal  of  business  doing  ? — We  are 
always  open  to  lend  money. 

7995.  If  you  put  the  very  dull  season  on  one  side, 
but  keep  your  bank  rate  down,  does  that  mean  that 
more  boiTowers  come  forward  who  would  have  been 
deterred  by  a  higher  bank  rate  ? — No,  I  do  not  think 
so  at  all.  Money  is  required  for  trade,  and  borrowers 
pay  the  bank  rate  current  for  the  time  being. 

7996.  Did  I  understand  you  to  say  that  raising 
the  bank  rats  choked  off  some  borrowers  P — I  do  not 
actually  mean  to  say  that,  but  as  pressure  for  money 
increases  we  make  the  borrowers  pay  more  for  the 
accommodation. 

7997.  That  has  no  effect  upon  the  number  coming 
forward  ? — It  ultimately  has  an  effect. 

7998.  Then  I  suppose  lowering  the  bank  rate 
ultimately  would  have  the  efPect  of  making  more  come 
forward  ? — There  are  borrowers,  but  it  is  reliable 
borrowers  who  will  pay  us  back  that  we  want. 

7999.  Do  you  argue  that  if  the  Government  lent 
you  money  at  4  per  cent,  in  the  busy  season  that 
would  keep  down  the  bank  rate  to  6  per  cent.  ?  How 
much  additional  borrowing  would  be  produced  by  that 
result? — I  do  not  think  the  Bank  of  Bengal  would 
borrow  anything  at  all. 

8000.  Do  you  mean  that  the  Bank  of  Bengal  could 
already  meet  all  boiTOwers  at  6  per  cent,  if  they 
chose  ? — If  the  Bank  of  Bombay  and  the  Bank  of 
Madras  rates  keep  down  to  6  per  cent,  ours  would  not 
probably  go  up  ;  but  if  their  rates  go  up  to  8  p^r  cent,  or 
9  per  cent,  we  must  support  those  institutions  by 
putting  up  our  rate  too. 

8001.  Apart  from  that,  do  you  think  you  could 
meet  all  demands  at  6  per  cent.  ? — We  would  not  keep 
to  6  per  cent,  if  we  could  get  8  ;  but  if  we  could 
get  money  from  Government  at  4  per  cent,  there 
would  be  no  excuse  for  our  charging  more  than  6.  I 
hold  that  2  per  cent,  would  be  a  fair  banking  profit  for 
the  commercial  risk  of  lending  the  money. 

8002.  Do  you  think  the  mere  offer  on  the  part  of 
the  Government  of  lending  at  4  per  cent,  would  keep 
the  bank  rate  down  ? — That  is  my  opinion. 

8003.  That  is  based  upon  your  theory  that  the 
urgency  of  a  number  of  borrowers  in  India  is,  apart 
from  the  slack  season,  independent  of  the  bank  rate  ? 
— It  is  independent  of  the  bank  rate.  It  is  caused  by 
the  marketing  of  the  crops. 

8004.  I  am  putting  that  point  definitely,  because 
it  is  a  point  which  it  is  diflScult  for  anyone  used  to 
the  affairs  of  this  countiy  to  understand  ? — Quite  so, 
but  the  conditions  in  India  are  absolutely  different. 
Money  there  is  required  to  pay  for  the  crop  coming  to 


market,  and  borrowers  come  to  the  Presidency  banks 
first.  It  is  not  as  if  there  were  reliable  borrowers 
going  about  who  will  borrow  when  our  rate  is  4  per 
cent,  and  will  not  boiTow  when  our  rate  is  5  per  cent. 

8005.  It  is  your  deliberate  opinion,  in  the  peculiar 
circumstances  of  India,  that  the  number  of  Ijorrowers 
is,  broadly  speaking,  independent  of  the  bank  lute, 
so  that  the  offer  to  lend  funds  would  prevent  its 
rising  to  its  present  height  ? — Yes,  I  think  so.  If  the 
Government  offered  to  lend  to  the  Presidency  banks 
at  4  per  cent.,  our  rate  would  never  go  above  six. 

8006.  It  seems  a  simple  solution. 

If  a  State  bank  were  to  be  established,  do  you 
think  they  could  push  notes  in  a  way  in  which  the 
Government  cannot  push  them  at  present  ? — I  think  so, 

8007.  In  what  sort  of  ways  ? — We  could  have  far 
more  branches  than  the  Government  have  currency 
offices. 

8008.  Do  you  mean  that  the  facility  of  being  able 
to  cash  them  would  encourage  the  people  to  use 
them  ? — Yes. 

8009.  I  think  you  mentioned  this  afternoon  the 
fact  that  there  was  no  currency  office  at  Dacca,  and 
the  fact  that  Dacca  was  a  long  way  from  Calcutta 
was  an  important  part  of  the  reason  why  notes  are  so 
little  used  in  Eastern  Bengal  ? — Yes.  There  is  no 
currency  office  in  Eastern  Bengal. 

8010.  Have  you  any  knowledge  of  why  there  is 
not  ?  What  has  hindered  the  establishment  of  one  ? — 
The  Government  felt,  I  think,  that  they  would  have  to 
transport  large  sums  of  money  about  the  country. 
The  Presidency  Bank  of  Bengal  in  the  jute  season 
send  seven  crores  of  rupees  to  the  Dacca  district,  and 
that  gradually  filters  back  to  Calcutta.  The  cost  of 
sending  the  seven  crores  is  lai-ge.  If  there  was  a 
cuiTcncy  office  in  Dacca,  the  Government  think  they 
would  have  to  provide  whole  rupees  at  their  own  cost. 

8011.  If  such  a  currency  office  had  been  introduced 
in  the  early  years,  then  if  people  had  wanted  to  cash 
the  notes  at  Dacca  it  would  have  been  expensive  to 
Government? — But  rupees  were  wanted  to  pay  the 
ryot,  not  gold  or  notes,  and  the  cost  of  sending  the 
necessary  rupees  would  have  fallen  upon  the  Govern- 
ment. 

8012.  Do  you  think  in  the  long  run  the  extra 
popularity  gained  by  the  notes  would  recoup  the 
Government  for  the  initial  expense  ? — Yes,  and  I  also 
think  it  there  was  a  cun-ency  office  in  Dacca  nipees 
would  be  very  much  less  used,  and  the  people  would 
take  notes. 

8013.  Then  it  has  been  rather  a  short-sighted 
policy,  you  think,  based  upon  fear  of  the  initial 
expense  ? — It  has  been  a  short-sighted  policy  undoubt- 
edly, based  upon  the  Government's  idea  that  it  is  not 
its  duty  to  assist  and  facilitate  the  financing  of  trade. 

8014.  Are  there  any  other  important  centres  in  the 
part  of  the  country  you  have  knowledge  of,  in  which 
currency  offices  ought  clearly  to  be  opened,  in  your 
opinion  ? — There  are  a  large  number  of  centres  where 
there  are  no  cuiTency  offices. 

8015.  But  no  outstanding  cases  ? — Dacca  is  one 
big  one,  but  it  has  a  short  season.  There  may  be 
others. 

8016.  (Sir  Shapurji  Broacha.)  I  suppose  you  would 
rather  the  bank  rate  go  to  8  per  cent,  than  take  1  per 
cent,  profit  on  Government  borrowed  money  ? — I  do  not 
think  1  per  cent,  is  good  enough  for  the  risk  of  lending 
the  money. 

8017.  You  simply  raise  the  i-ate  to  6  or  7  per  cent, 
in  a  brutal  way  ? — We  do  not  raise  the  rate  in  a  brutal 
way  at  all.  We  raise  the  rate  as  borrowers  come 
and  take  away  the  money  from  us.  If  nobody  came  to 
borrow,  our  rate  would  remain  at  3  per  cent. 

8018.  If  your  rate  was  6  or  7  per  cent.,  would  not 
the  commercial  community  have  a  voice  in  your 
action  ? — The  commercial  community  ai-e  represented 
by  our  directors,  and  it  is  our  directors  who  raise  the 
rate. 

8019.  It  appears  now — it  has  not  been  known  to 
the  Commission  liefore— that  a  large  amount  of  gold 
is  taken  in  the  north-west  parts,  that  is  to  say,  in  the 
Punjab,  at  Agra,  Delhi,  and  Cawnpore,  because  the 
Government  give  a  concession  of  Jj  ? — I  am  not  certain 
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about  Oawnpore,  but  I!  am  about  the  other  three  places. 
I  know  that  our  agents  ask  for  a  cuiTency  transfer 
payable  in  gold.  One  day  our  assistant,  in  translating 
a  code  telegram,  forgot  to  write  "  payable  in  gold." 
Then  there  was  a  hullabaloo  because  the  agent  was 
charged  ^\  instead  of  -j\.  We  checked  the  telegram 
and  found  the  mistake. 

8020.  If  the  native  merchants  wanted  to  transfer 
a  lakh  from  Bombay  they  would  not  like  to  go  to  the 
Government? — They  would  prefer  the  bank  at  even 
rates. 

8021.  Is  that  -^-g  on  the  gold  forcing  gold  into 
circulation  ?. — It  suits  the  Government  to  get  rid  of  the 
gold. 

8022.  Of  course,  it  is  owing  to  the  Government 
forcing  this  circulation  of  gold  that  more  gold  is 
going  to  Lahore,  Delhi,  and  Agra  ? — I  do  not  know 
whether  the  Government  is  pressing  the  circulation  at 
all.  I  merely  know  that  they  charge  us  -^^  less  for 
taking  payment  in  gold. 

8023.  Are  your  directors  in  favour  of  a  State  bank  ? 
— They  have  got  an  open  mind  on  the  subject.  They 
want  to  see  the  scheme.  If  there  is  nothing  in  it,  they 
do  not  want  it. 

8024.  They  are  not  asking  for  it  up  to  now  ? — The 
letter  from  the  Bengal  Chamber  of  Commerce*  says, 
like  everybody  else,  that  there  are  various  pros  and 
cons.     They  are  keeping  an  open  mind. 

8025.  That  is  not  asking  for  it  ? — It  has  not  been 
bi'ought  up  much. 

8026.  Then  there  is  no  necessity  for  asking  the 
Government  to  have  a  State  bank  ? — I  think  in  India 
there  is  no  enthusiasm  about  a  State  bank. 

8027.  What  benefits  wovild  you  give  the  Government 
and  what  would  be  the  duties  of  the  State  bankers  ? — 
The  benefit  is  not  to  the  Government.  The  benefit  is 
to  the  populace  at  large. 

8028.  And  what  is  the  benefit  ?— Efiicient  manage- 
ment. 

8029.  What  more  would  you  do  in  your  circle  if 
there  were  a  State  bank  ? — All  this  money,  instead  of 
being  locked  up  by  Government  under  the  names  of 
various  funds,  would  be  available  for  trade,  and  every- 
body would  get  money  cheap.     That  is  the  idea. 

8030.  And  money  being  very  cheap,  you  would  not 
borrow  from  the  Government  at  1  per  cent,  less  ? — No. 

8031.  What  better  service  would  you  do  for  your 
circle  by  a  State  bank  than  you  are  doing  nowP — I  do 
not  think  it  would  be  any  particular  service  to  the 
shareholders  of  the  Bank  of  Bengal,  but  it  is  thought 
by  experts  that  a  State  bank  would  be  of  great  service 
to  the  people  of  India. 

8032.  Tou  cannot  get  more  credit  than  at  present 
in  your  circle,  can  you  ? — Not  in  our  circle. 

8033.  France,  England,  and  Germany  have  less  than 
one-third  the  area  of  India,  but  I  suppose  that,  having 
thi-ee  banks,  better  service  is  rendered  to  each  of 
those  three  countries  than  if  there  were  only  one  bank 
for  those  three  countries,  whether  it  be  the  Bank  of 
England,  or  the  Bank  of  France,  or  the  Bank  of 
Gei-many  P — I  am  not  prepared  to  express  an  opinion 
on  that.  I  suppose  those  three  countries  ai-e  quite 
different  to  India.  Perhaps  in  France,  Germany, 
and  Great  Britain  they  are  better  with  their  three 
separate  banks,  but  I  am  not  certain  that  Bengal, 
Bombay,  and  Madras  are — they  are  all  one  country. 

8034.  If  you  could  not  render  more  service  to  your 
circle,  do  you  think  the  Bank  of  Bombay  could  render 
better  service  to  its  circle  ? — The  Bank  of  Bombay  are 
usually  harder  up  than  we  are. 

8035.  Tou  have,  of  course,  much  more  money  to 
spend;  but  you  cannot  do  any  better  service  by  a 
State  bank  than  you  already  do  ?— I  think  there  will 
be  a  better  service  in  Bombay. 

8036.  How  ? — All  our  Bengal  funds  would  then  be 
ready  in  times  of  need  to  help  Bombay. 

8037.  I  am  talking  of  yourself.  Will  you  do  any 
better  service  for  your  circle  by  having  a  State  bank  ? 

Our  circle  is  quite  comfortable  at  present  with  the 

bank  as  it  is. 
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8038.  And  you  could  not  do  better  service  there  ? — 
We  are  anxious  to  extend  the  benefits  of  the  service  to 
Bombay. 

8039.  How  many  directors  have  you  in  your  bank  ? 
— Seven. 

8040.  How  many  of  them  are  natives  ? — None. 

8041.  Are  there  not  any  native  shareholders  in  the 
Bank  of  Bengal  ? — ^Very  few  in  Bengal. 

8042.  Suppose  these  three  banks  were  amalgamated ; 
the  Bank  of  Bengal  has  more  than  double  the  capital 
of  the  Bank  of  Bombay  and  the  Bank  of  Madras,  has 
it  not  ? — Yes. 

8043.  So  the  directors  would  be  elected  by  the 
shareholders  of  the  Bank  of  Bengal,  as  they  are  elected 
now  in  the  Bank  of  Bengal  ? — Yes. 

8044.  And  then,  of  course,  the  board  would  be  the 
board  of  the  Bank  of  Bengal  P — No ;  there  would  be 
local  boards  at  Bombay  and  Madras. 

8045.  I  am  talking  of  the  central  board.  The 
central  board  would  be  men  of  the  Bengal  Presidency 
Bank  ? — The  present  very  able  directors  of  the  Bank 
of  Bengal. 

8046.  I  do  not  deny  their  ability.  How  many 
directors  have  gone  to  Lahore  and  travelled  through 
Central  India  or  Southern  India  to  get  an  idea  of  the 
extent  of  the  business  that  they  should  do  P — I  think 
they  all  of  them  go  to  Simla  and  various  other  places. 

8047.  Simla  is  not  a  banking  place  P — They  are  all 
men  of  the  leading  firms,  with  the  greatest  knowledge 
of  the  country.  I  do  not  know  whether  they  have 
actually  been  to  Madras,  but  they  certainly  all  go  to 
Bombay. 

8048.  Do  you  think  people  who  have  never  been  to 
India  will  be  able  to  manage  native  credits  in  India  ? — ■ 
There  is  not  the  slightest  difficulty  in  its  being 
done  at  present. 

8049.  That  is  very  easy  to  say ;  but  how  is  it  to  be 
done  ? — Why  should  it  not  be  done  ? 

8050.  I  suppose  you  discount  bills  in  your  branches  P 
—Yes. 

8051.  One  signature  is  nearly  always  from  Calcutta, 
is  it  not  P— No.  We  discount  the  bills  of  the  local 
shroffs.  We  have  a  native  accountant  and  a  native 
sub-accountant  at  each  of  our  branches.  They  are 
both  men  of  considerable  standing  in  the  place,  and 
they  advise  us  as  to  the  standing  of  the  native  fii-ms 
that  come  to  us. 

8052.  What  has  all  your  discount,  apart  from  the 
Calcutta  signature,  done  for  your  branches  compared 
With  Calcutta  itself  P — Our  best  bills  come  from 
Bombay,  I  think. 

8053.  Bombay  is,  of  course,  all  right  P — I  said,  I 
think,  to  the  Chairman  that  my  experience  is  that 
finance  in  India  is  now  getting  centred  in  the 
seaport  towns.  Up-country  the  shroffs  om-  branches 
know  are  all  well-to-do  men  who  seldom  or  never 
discount. 

8054.  Do  you  think  Bombay  will  submit  to  your 
Calcutta  board  ? — I  think  they  would  be  wise  to  do  so. 

8055.  Do  you  not  know  that  there  were  thi"ee  State 
banks  at  one  time,  one  at  Calcutta,  one  at  Madi-as, 
and  one  at  Bombay,  with  Government  directors  and 
Government  shareholders  P — And  they  were  brought 
into  discredit  by  the  bad  behaviour  of  Bombay. 

8056.  Quite  right ;  but  you  remember  you  offered 
as  a  bribe  to  give  them  for  their  shai-ea  500  rupees, 
while  the  liquidation  would  only  give  them  100  P — I  do 
not  think  that  is  possible. 

8057.  You  have  not  gone  into  that  ? — I  have  never 
heard  of  it. 

8058.  They  would  never  submit,  and  would  have 
nothing  to  do  with  the  credits  being  distributed  from 
Calcutta;  how  are  you  going  to  surmount  that  diffi- 
culty P — Calcutta,  in  Mr.  Dickson's  time,  made  an 
offer  to  the  Bank  of  Bombay,  and  I  tliink  the  majority 
by  which  it  was  carried  was  something  like  136  for  to 
134  votes  against ;  there  was  only  a  veiy  small  majority. 
That  was  a  gi-eat  mistake  on  the  paz-t  of  the  Bombay 
people. 

8059.  The  Bombay  people  would  not  submit  to  it  ? 
— Unwisely,  they  did  not  submit  to  it, 
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8060.  Do  you  think  tbere '  is  a  chance  of  their 
Bubmittiing  now  ? — We  will  leave  them  outside  if  they 
will  not  submit. 

8061.  Did  you  ask '  them  recently  their  opinion 
whether  they  would  like  to  amalgamate  with  your 
bank  ? — Not  that  I  know  of. 

8062.  I  thought  you  said  somethihg  like  that  ?  — 
No.  I  said  we  would  offer  to  anialgamate  if  this  Royal 
Commission  decided  that  a  State  bank  is  advisable  for 
India.  ' '  '         ' ' 

8063.  Do  you  think  the  Govemment  of  India  would 
lend  you  two  crores  or  three  orores  or  four  crores '  in 
rt  time  of  stress,  and  would  take  upon  themselves  all 
the  responsibility  without  any  control  ? — Every  other 
country  has  a  State  bank,  why  should  not  we  have  a 
State  bank,  in  India  ?  ■. 

■  8064.  Those  State  banks  lend  to  the  Governnieiit,. 
but  your  State  bank  is  to  borrow  from  the  Govern- 
ment ? — We  do  not  boiTOw  from  the  Government  at 
all.     We  support  the  Goveiliment  very  largely. 

806.5.  Would  you  take'  charge  of  the  duties  of 
bankers  to  the  Government  ? — Yes. 

8066.  There  would  be  the  management  of  the 
pubhc  debt  of  India,  the  management  of  the  paper 
currency,  which  means  about  42  lakhs  or  something 
like  that,  and  the  management  of  the  Gold  Standard 
Resei-ve  Fund ;  would  you  use  all  that,  or  lock  it  up  in 
a  safe  ? — We  would  publish  a  weekly  statement  showing 
how  it  was  used. 

8067.  But  you  would  use  it  ? — Not  necessarily. 

8068.  What  would  you  do  with  it  ?— It  would  be  all 
in  the  till,  and  the  information  published  weekly. 

8069.  Would  you  lend  nothing  from  it  ? — -We  would 
have  it  as  we  have  it  at  present.  How  much  is  there 
to  lend  ?     Very  little,  it  is  all  invested. 

8070.  The  Government  would  have  directors  on  the 
board? — Certainly.  I  would  have  the  Governor  and 
the  Deputy-Governor  Government  officers. 

8071.  Will  not  Government  be  responsible  for  any 
mistakes  of  the  bank  ? — Not  at  all  as  the  Government. 

8072.  Do  you  know  that  Mr.  Mill  wanted  to  make 
Government  responsible  for  the  loss  of  the  Bank  of 
Bombay  money,  and  only  lost  his  resolution  by  a  small 
vote  ? — I  believe  so.     It  seems  extraordinary. 

8073.  Then  you  say  that  Bombay  is  not  in  a 
central  position  ? — That  is  so.  They  could  send  a 
representative  over. 

8074.  How  could  they  do  that  without  the  share- 
holders' consent  ? — It  would  have  to  be  with  the 
shareholders'  consent. 

8075.  Tou  would  have  the  majority  ? — We  will 
offer  teitns  to  the  Bank  of  Bombay ;  if  they  do  not 
like  it  they  can  do  the  othir  thing.  '  • 

8076.  Who  are  "  we  "  ?— The  Bank  of  Bengal. 

8077.  What  has  the  Bank  of  Bengal  to  do  with  it  ? 
— I  am  only  suggestiag  that  if  this  Commission  decides 
that  a  State  bank  is  advisable  for  India,  it  must  go  to 
the  biggest  bank  and  ask  that  bank  to  foi-mulate  a 
scheme. 

8078.  Perhaps  the  Commission  may  want  you  to 
formulate  a  scheme  before  they  decide  on  a  State 
bank ;  would  you  kindly  formulate  a  scheme  ? — I  am 
not  prepared  to  do  so.  That  should  go  to  my 
directors. 

8079. ,  {Sir  James  Beghie.)  Is  .it  not  your  experience 
that  when  the  bank  rate  is  8  per  cent,  less  bills  are 
offered  for  discount  ? — The  shroff  keeps  up  his  price, 
but  we  do  not  get  hundis  at  a  higher  rate  than  8  per 
cent. 

8080.  (Mr.  Gillan.)  Tour  proposal  to  lend  to  the 
Presidency  banks  at  a  fixed  rate  suggests  a  question  : 
Suppose  the  Government  are  prepared  to  lend  in  a 
particular  district  a  crore  of  rupees  at  a  fixed  rate, 
how  does  the  Government  representative  distribute  the 
loan  between  the  different  centres  ? — That  is  premising 
that  there  will  be  any  competition  for  it.  It  will  be 
simply  first  come  first  served.  The  person  who  applied 
for  it  first  would  get  the  crore. 

8081.  That  is  to  say,  the  Government  would  simply 
wait  for  an  application  and  then  would  grant  the  first 
application  at  the  fixed  rate  ? — It  is  merely  suggested 
in  the  interest  of  the  merchant,  who  wants  a  lower 
rate  than  an  8  per  cent.  rate.     '       -    '  ^        '     ' 


8082.  According  to  that  view  you  might  get  all  the 
money  at  Calcutta  and  leave  Bombay  wanting  P — We 
might  do  if  the  Government  had  only  a  crore ;  then 
Bombay  would  come  to  us,  and  we  would  charge  them 
1  per  cent,  higher,  and  they  could  have  the  money. 

8083.  It  suggests  this  to  me,  that  if  you  have  a  fixed 
rate  for  a  loan  from  the  Government  with  no  method 

of  judging  where  the  money  is  most  required ? 

— I  am  merely  mentioning  a  rate  of  4  per  cent,  with 
the  idea  of  preventing  the  Indian  banks  from  going 
above  6  per  cent.  My  own  idea  is  that  if  the  Govern- 
ment ynLl  lend  at  4  per  cent.,  the  banks  will  not'  be 
justified  in  making  more  than  2  per  cent,  out  of  it ; 
that  is  the  only  reason.  If  you  make  it  6  per  cent., 
7  per  cent;,  or  9  per  cent.,  then  the  banks  would  make 
their  rates  8  per  cent.,  and  so  on. 

8084.  The  effeetthen  would  be,  in  your  opinion,  to 
lowei:  the  general  bank  rate  through  the  busy  season  ? 
— The  effect,  in  my  opinion,  would  be  that  the  bank 
rate  would  not  exceed  6  per  cent  in  the  busy  season  on 
the  Bengal  side ;  I  cannot  speak  about  Bombay. 

8085.  That  is  to  say,  on  the  average  of  the  year 
ynu  would  be  making  less  on  your  deposits  ? — ^We  can 
guard  against  that  by  paying  less  on  our  deposits. 

8086.  What  it  means  is  a  fui-ther  reduction  in 
the  rate  you  are  paying  for  your  deposits  ? — Very 
probably ;  and  the  money  we  discard  will  then  be 
available  for  railways  and  for  opening  up  the  coimtry 
generally. 

8087.  Tou  have  told  us  that  you  get  far  more 
money  than  you  can  use  ?' — ^That  is  so. 

■ '  8088.  At  the  same  time  everyone  sees  there  is 
great  scope  for  development  in  India  ? — There  is 
a  great  scope  for  the  honest  development  of  India;  We 
may  dfesire  to  develop  India,  but  whom  can  you  trust 
to  do  so  ?     The  Government  are  the  only  people. 

8089.  Do  you  mean  that  you  have  not  got 'firms 
working  at  the  development  of  India  to  whom  money 
could  be  given? — The  firms  we  would  trust  do  not 
come  to  us.  They  are  mostly  wealthy  firms  who  get 
their  own  money  ;  their  reputation  is  so  good  that  the 
public  take  shares  in  their  companies,  and  so  they  do 
not  come  to  us  for  loans. 

8090.  That  is  rather  a  curious  position,  is  it  not, 
where  a  bank  refuses  the  provision  of  the  capital 
required  for  the  countiy  ? — I  do  not  think  it  is  any 
part  of  a  bank's  business  to  put  up  money  to  build,  say, 
a  railway  ;  but  it  is  quite  a  reasonable  proposition  to 
lend  money  to  a  first-class  fiiin  who  want  to  build"  a 
railway.  How  is  the  bank  to  check  the  mismanage- 
ment, contractors  swindling,  and  things  of  that  soi-t  ? 

8091.  At  any  i-ate,  you  have  got  the  position  that 
the  bank  has  more  money  at  present  than  it  can 
use? — I  hold  the  view  that  the  bank  has  so  much 
money  that  we  vrill  not  pay  more  than  3  per  cent.  Of 
course  3  per  cent,  is  a  high  rate ;  English  banks  do 
not  pay  anything  like  that.  ■ 

8092.  When  you  come  to  the  stringency  of  the 
period  when  there  is  an  increased  demand  for  money, 
where  is  that  demand  met  from;  what  are  the 
additional  resources  that  come  into  the  market  to 
meet  that  demand  ? — Council  bills  and  wire ;  50  lakhs, 
or  100  lakhs,  or  150  lakhs  a  week,  if  there  is  any 
amount  of  extra  wires  taken.  The  Government  have 
got  the  rupees  and  the  notes,  so  we  have  to  get  local 
money  from  Government. 

8093.  Tou  are  depending  on  Councils  and  the 
increase  of  the  bank  deposits  in  India  to  meet  this 
extra  demand  for  money  ?—Tes.  The  bank  balances 
go  down  and  down  as  the  money  gdes  to  the  districts 
to  buy  the  crops. 

8094.  A  good '  deal  of  money  is  drawn  off  the 
market  in  order  to  finance  the  crops,  and  it  is  not  till 
some  time  later  that  the  market  is  reimbursed  by  the 
Councils  being  drawn  ?— The  actual  money  to  finance 
the  crops  is  fou^d  by  the  Presidency  banks  who, 
having  no  access  to  London,  have  no  means  of  getting 
Council  bUls.  When  the  crops  come  to  the  seaports, 
then  the  Exchange  banks  come  in  and  the  bills  are 
offered  to  them;  then  they  wire  home  to  London 
saying,  perhaps,  "Send  20  lakhs  extract  Councils." 
The  "Presidency  "banks  have  no  means  of  getting 
Councils  from  London. 
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8095.  I  understand  that  the  Exchange  banks  confine 
th.eir  business  to  dealing  with' these  produce  bills? 
— Tes,  in  a  way,  but  they  also  finance  mills  and  people 
who  want  to  draw  money  to  pay  for  produce. 

8096.  They  do  not,  as  a  matter  of  fact,  draw 
Council  bills  in  anticipation  ? — ^Take  a  bank  agent  in 
Calcutta,  say  the  Calcutta  manager  of  the  Chai-tered 
Bank ;  he  cannot  afEord  to  have  money  lying  idle  in 
Calcutta  to  await  the  demand. 

8097.  At  the  time  when  the  money  is  being  taken 
ofE  the  market  to  finance  these  crops  I  presume  a 
certain  condition  of  stringency  has  been  established  ? 
—Tes. 

8098.  I  should  have  thought  it  would  be  an  ordinary 
banking  transaction  for  the  Exchange  banks  to  bring 
in  some  money  in  order  to  finance  bills  in  anticipation  ? 
— Then  they  would  have  to  gamble  in  what  the  rates 
of  exchange  would  be.  The  rate  of  exchange  does  not 
go  up  until  the  stringency  is  established.  The  head 
offices  of  the  Exchange  banks  ai-e  not  in  Calcutta ;  they 
have  only  an  agent  there,  and  it  is  questionable  whether 
he  would  be  permitted  to  bon-ow  or  draw  from  the  head 
of&ce  large  sums  of  money. 

8099.  There  seems  to  be  some  difficulty  then  in 
the  inflow  and  outflow  of  capital  into  India,  or  as 
between  India  and  England.  It  does  not  come  in  very 
easily  when  the  rate  in  London  is  high,  and  it  does 
not  find  its  way  out  when  you  have  got  too  much 
money  ? — It  is  all  explained  in  Mr.  Keynes's  book. 

8100.  What  have  you  got  to  say  to  that?— I 
entirely  agree  with  what  Mr.  Keynes  says. 

8101.  As  regards  the  relations  of  the  Presidency 
towns  to  the  up-country  stations  in  the  matter  of 
finance,  I  want  to  read  to  you  what  was  said  by  the 
Upper  India  Chamber  of  Commerce  on  that  subject. 
They  said,  "  When  bankers  and  merchants  of  approved 
"  standing  have  to  pay  abnormally  high  rates  for 
"  accommodation,  it  means  that  the  less  well-to-do 
"  class  cannot  get  funds  for  trade  purposes,  except  at 
",an  exorbitant  cost.  As  high  as  20  per  cent,  has 
"been  paid  by  dealers  of  fair  commercial  standing 
"  during  the  ouiTent  year  on  short-term  drafts.  Be 
"  the  reason  what  it  may,  in  times  of  dear  money 
"  Bombay  and  Calcutta  appear  always  to  be  in  the 
'■■  position  to  pay  much  higher  rates  of  interest  than 
"  up-oountry  trade  can  stand,  and,  therefore,  money 
"  is  drained  to  these  centres  generally  at  the  particular 
"  season  of  the  year  when  it  is  most  urgently  needed 
"  in  the  Mofussil  for  produce  "  ?— I  cannot  imagine 
why  a  place  like  Cawnpore  should  expect  to  get  money 
if  they  will  not  pay  ra-tes  as  high  or  higher  than  those 
ruling  in  Calcutta  and  Bombay. 

8102.  Is  this  a  correct  description,  do  you  think, 
of  the  position  ? — I  think  we  as  a  bank  take  first  class 
shrofE  hundis  up-country  at  the  same  rates  as  in 
bombay  and  Calcutta.  I  tell  our  agents  that  they 
otight  to  get  at  least  |  per  cent,  more,  but  they 
very  seldom  can.  What  the  bazaar  have  to  pay  for 
their  money  is  quite  another  story.  , 

8103.  Going  back  to  the  import  of  funds  from 
outside  India,  you"  were  saying  that  the  Presidency 
banks  have  no  resort  outside  India  at  present  ?— They 
have  no  resort  according  to  the  charter. 

8104.  1  want  to  ask  whether  the  exchange  banks 
are  not  sufficient  to  supply  India's  requirements  ?— 
The  Exchange  bank  managers  are  in  London,  and  while 
the  Calcutta  agent  may  have  views  as  to  the  future 
course  of  money  in  Calcutta,  it  does  not  follow  that 
the  head  office  approve  of  his  views,  or  that  they  have 
the  funds  available  to  let  him  have  them. 

8105  Do  you  think  the  position  is  afEected  by  the 
fact  that  the  Exchange  banks  are  not.  purely  Indian 
banks  ?— I  think  their  head  offices  could  with  advantage 
be  in  India.       '  ■ 

8106.  But  they  are  dealing  with  a  number  of  other 
countries  ?— Tes,  that  is  so. 

8107  The  Presidency  banks,  being  purely  Indian 
banks,  perhaps  take  another  view  of  the  necessity  of 
importing  funds  ?— There  is  any  amount  of  funds  m 
India ;  it  is  simt)ly  that  rupee?  are  locked  up  by  Govern- 


ment.    If  we  could  get  them  out  of  Government  there 
would  be  no  necessity  to  import  sovereigns. 

8108.  Tou  mean  that  if  Government  lent  its 
balances  thei'e  would  be  no  need  or  occasion  to  bring 
in  funds  from  abroad  ? — We  want  rupees  and  we  can- 
not import  rupees.  We  can  import  sovereigns  and 
Councils,  but  ifr  is  rupees  that  we  want,  and  they  are 
locked  up. 

8109.  Tou  know  the  Presidency  banks  have  made 
a. great  point  of  their  not  being  able  to  resort  to  the 
London  market  ? — They  did  years  ago,  but  I  think 
that  is  out  of  date. 

8110.  Tou  think  it  is  unnecessary  ? — I  think  it  is 
quite  unnecessary. 

8111.  On.  the  supposition  that  the  Government  of 
India  lend  out  the  balances  in  India  ? — As  I  have  said, 
the  Bank  of  Bengal  has  not  for  six  years  required  any 
money,  and,  as  far  as  I  know,  will  not  require  it  in 
future. 

8112.  Even  in  the  busy  season  ? — Even  in  the  busy 
season  we  have  enough  to  go  round,  The  minimum 
cash  balance  which  we  require  for  our  business  is 
4-^  crores,  and  we  have  never  borrowed  until  our  cash 
balance  got  down,  say,  to  four  crores  and  30  lakhs  ; 
of  late  it  has  never  been  anywhere  near  that — we  have 
always  been  over  six  crores. 

8113.  I  am  not  quite  sure  what  advantages  you 
foresee  in  the  formation  of  a  State  bank ;  is  it  that 
the  bank  would  be  able  to  encourage  further  the 
circulation  of  cuiTcncy  notes  ;  is  that  one  point  ? — I 
think  so. 

8114.  And  that  they  would  be  the  better  people  to 
deal  with  the  Government  balances  ? — Tes,  and  make 
the  Government  balances  more  useful  than  they  are  at 
present. 

8115.  Is  there  any  other  particular  point  that  you 
have  in  mind  ? — I  put  down*  that  their  duties  should  be^ 
bankers  to  Government,  to  manage  the  Public  Debt, 
which  we  do  at  present,  to  manage  the  paper  currency, 
to  manage  the  Gold  Standard  Reserve,  and  to  establish 
a  London  office  in  order  to  take  away  the  banking 
business  now  done  by  the  India  Office. 

8116.  Taking  the  internal  banking  arrangements  of 
the  country,  that  is  to  say,  the  development  of  the 
paper  currency  and  the  management  of  the  Government 
balances  in  India,  are  those  advantages,  do  you  think, 
which  are  conditional  upon  the  institution  of  a  State 
bank ;  thp.t  is  to  say,  could  you  or  could  you  not  attain 
them  through  any  development  of  the  Presidency 
banks  ? — Government  does  an  enormous  banking 
business  of  its  own  already,  and,  the  only  question 
is  whether  a  practical  concern  like  a  bank  would 
manage  that  business  better  than  Government  officers 
now  do. 

8117.  Could  the  Presidency  banks  manage  it  without 
amalgamation  ? — I  think  so,  but  it  would  be  much 
better  if  they  were  amalgamated  so  as  to  have  one 
bank.  The  relations  between  the  Presidency  banks  I 
think  are  most  friendly  at  present. 

8118.  Would  it  be  possible  under  any  system,  for 
instance,  to  make  over  the  paper  currency  to  the  three 
separate  Presidency  banks  ,?^-It  seems  difficult,  but  I 
daresay  an  arrangement  could  be  an-ived  at. 

8119.  How  would  you  divide  the  circulation? — 
That  is  a  difficult  problem  and  it  requii-es  much  study. 

8120.  Could  you  make  over  the  balances  similarly 
to  the  Presidency  banks  without  much  calculation  ? — 
I  think  so.  Of  course  I  cannot  speak  for  the  other 
two  banks. 

8121.  In  the  previous  correspondence  a  difficulty 
was  i-aised  about  giving  the,  Presidency  banks  access 
to  London  separately  without  amalgamation;  I  take 
it  frora  you  the  present  point  of  view  is  that  it  is  not 
essential  or  very  necessary  that  that  access  to  London 
should  be  given  ?^Suice  thofee  proposals  were  made 
things  have  changed  enormously.  Money  is  cheap 
in  India  and  dear  in  London,  and,  speaking  for  the 
Bengal  Bank,  we  have  had  no  occasion  during  the,  past 
six  years  to  have  any  desire  to  borrow  in  London. 


See  Appendix  XXV.,  page  r)96. 


Thewitness  withdrew. 
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ROYAL   COMMISSION    ON    INDIAN   FINANCE   AND   CURRENCY: 


At  the  India  Office,  Whitehall,  S.W. 


NINETEENTH  DAY, 


Friday,  1st  August  1913. 


Present  .- 
The  Right  Hon.  AUSTEN  CHAMBERLAIN,  M.P.  {Chairman). 


Lord  Paber. 

Loi-d   KiLBRACKEN,    G.C.B. 

Sir  Robert  Chalmers,  K.C.B. 

Sir  Ernest  Cable. 

Sir  Shapurji  Burjorji  Broacha. 


Sir  James  Beobie. 

Mr.  Robert  Woodburn  Gillian.  C.S.I. 
Mr.  Henry  Neville  Gladstone. 
Mr.  John  Maynard  Keynes. 

Mr.  Basil  P.  Blackbtt  (Secretary). 


Mr.  H.  P.  Howard,  C.I.E.,  called  and  examined. 


8122.  {Chairman.)  WiU  you  kindly  tell  the  Com- 
mission what  your  Indian  experience  has  been .'' — I 
first  went  out  to  India  as  a  member  of  the  Indian  Civil 
Service  in  1897 ;  since  then — confining  myself  to  my 
work  in  connection  with  Indian  Finance — I  was  Under 
Secretary  in  the  Finance  Department  of  the  Govern- 
ment of  India  for  three  years  from  1905  to  1908,  and 
subsequently  to  that,  since  1909,  I  have  been  Collector 
of  Customs  in  Calcutta,  with  the  exception  of  five 
months  last  year,  when  I  officiated  as  Secretaiy  to  the 
Government  of  India's  Finance  Department. 

8123.  In  the  Memorandum  {see  Appendix  XXIII., 
page  576)  which  you  have  submitted  to  us,  I  think  you 
take  the  view  that  the  total  balances  in  India  and 
London  combiued  have  undoubtedly  been  exceptionally 
high  of  recent  years  ? — Tes,  I  do. 

8124.  But  you  attribute  the  size  to  exceptional 
causes  ? — Tes. 

8125.  In  the  main,  to  the  Budget  surpluses  of 
revenue  over  expenditure  and  to  lapses  imder  the  head 
of  capital  expenditure  on  railways  ? — Yes ;  but  I  think 
that  there  are  certain  other  causes  which  must  be 
mentioned,  such  as  the  fact  of  anticipatory  borrowing, 
which  Mr.  Abrahams  has  drawn  attention  to,  by  which 
I  mean  that  loans  have  been  realised  in  anticipation  of 
requirements  to  this  extent — that  they  have  been  floated 
towards  the  end  of  one  financial  year,  though  it  was 
intended  to  use  them  during  the  next  financial  year. 
Then,  agaui,  the  balances  have  also  been  swelled  by  the 
postponement  of  the  discharge  of  temporaiy  debt. 
There  are  other  minor  points — I  do  not  know  whether 
you  wish  them  referred  to — such  as  the  failure  of  the 
local  Governments  to  spend  up  to  their  budgetted 
allotments. 

8126.  As  regards  the  non-redemption  of  debt,  and 
to  a  certain  extent  the  borrowing  in  anticipation  of 
requirements,  would  you  say  that  at  the  time  when 
that  was  done  it  was  clear  that  the  Budget  surplus 
would  be  much  larger  than  had  been  expected  ? — That 
is  a  matter  which  must  always  be  doubtful.  I  think 
that  we  in  India  thought  that  the  temporary  debt 
might  have  been  discharged  sooner  ;  but  of  course  in 
saying  that  I  am  speaking  for  myself  rather  than  for 
the  Government  of  India. 

8127.  Am  I  right  |in  thinking  generally  that  the 
Indian  Budgets  were  framed  on  the  assumption  that 
the  surpluses  at  the  end  of  the  year  would  be  reduced 
to  figures  which  were  much  nearer  normal  at  any  rate  ? 
— Tes,  I  think  so. 

8128.  ft  was  due  to  the  non-realisation  of  the 
Budget  Estimates,  either  by  excess  of  revenue  or 
underexpenditure,  that  the  large  sui-pluses  accrued  ? 
— Tes.  I  may  say,  with  regard  to  that,  that  in  the  case 
of  opium  the  underestimation  has  been,  as  I  have  no 
doubt  the  Commission  have  been  informed,  deliberate. 
A  figure  was  taken  which  was  estimated  to  be  the 
normal  figure  which  would  ordinarily  come  in  as  opium 
revenue,  and  any  sums  received  in  excess  of  that 
ftmount  were  to  be  put  by  for  two  purposes — two-thirds 


for  the  redemption  of  debt  and  temporary  obligations  of 
various  kinds ;  and  one  third  for  various  pui-poses,  such 
as  sanitation  and  education.  That,  I  think,  was 
definitely  explained  in  the  various  statements  both 
before  and  after  it  occurred. 

8129.  The  revenue  was  knowingly  underestimated 
to  that  extent,  and  it  was  stated  so ;  is  that  the  case  ? 
— I  prefer  to  put  it  rather  differently.  It  was  stated 
that  our  opium  position  is  most  uncertain ;  we  are  not 
going  to  do  a  gamble  in  it,  but  we  will  take  what  we 
consider  to  be  our  nonnal  revenue  and  enter  that  as 
our  Budget  figure ;  we  shall  veiy  likely  get  more  than 
that,  and  if  we  do  get  more  than  that  we  shall  devote 
it  to]  thes-s  pm-poses ;  it  is  not  a  normal  item  of 
revenue,  it  is  a  windfall,  and  it  must  be  treated  as 
such. 

8130.  Would  that  statement  be  found  in  the 
Financial  Statement  of  the  Financial  Member  of 
Council? — I  think  I  am  correct  in  saying  it  has 
appeared  on  two  or  three  occasions.* 

8131.  {Sir  Robert  Chalmers.)  As  I  understand  it, 
you  did  estimate  on  a  normal  basis,  even  for  your 
opium  revenue  ? — I  would  not  use  the  words  "  even  for 
om-  opium  revenue."  The  calculation  was  drawn  up, 
I  think,  at  the  time  when  the  last  Treaty  with  China 
was  made.  A  calculation  was  then  made  as  to  the 
amounts  which,  if  exceptional  circumstances  did  not 
occur,  might  be  expected  to  be  received  from  opium 
year  by  year  with  the  diminishing  export.  That  figure 
was  put  down  ahead ;  I  do  not  think  the  actual  figures 
were  published  ahead,  but  the  calculations  were  made 
ahead,  and  I  think  the  Secretary  of  State  agreed  to 
them. 

8132.  Those  figm-es  appeared  in  the  Budget?— 
Those  figures  have  appeared  in  the  Budget.  There 
may  have  been  a  difference  of  a  lakh  or  two  one  way 
or  the  other,  as  the  figures  were  rounded  off  in  the 
Budget. 

8133.  {Chairman.)  The  figui-es  given  in  the  declared 
surpluses  of  India  are  not,  are  they,  as  large  as  the 
fagures  which  you  give  in  your  memoi-andum  ?— I  have 
looked  at  my  Memorandum  again  (Appendix  XXIII., 
page  577);  it  is  liable,  perhaps,  to  some  misunder- 
standmg  The  figures  which  I  give  in  my  memorandum 
are  not  the  actual  surpluses,  but  they  are  the  improve- 
ments m  the  surplus  over  the  figures  as  originally 
estimated.  s>        j 

8134.  ;   am   not   quite    clear  what   you   mean   by 
improvements  "  ?-If  we  estimate  for  a  surplus  of  a 

million  and  we  get  a  surplus  of  4  millions,  there  wiU 
be  an  improvement  of  3  millions,  and  the  figures  which 
liave  given  are  the  extent  of  the  improvement. 
SWa.  Can  you  explain  to  me  the  causes  of  those 
large  lapses  of  capital  expenditure  ?  As  I  understand, 
they  occun-ed  both  on  the  part  of  the  central  Govern- 
ment and  on  the  part  of  the  local  Governments  ?— The 
lapses  m  capital  expenditure  on  railways,  do  you  mean  " 


See,  for  example,  H.C.  15.5  of  1911,  page  4, 
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Mr.  H.  F.  HowAED,  c.i.b. 


[Continued. 


8136.  One  of  the  treasons  that  you  give  for  the  large 
balances  is  failure  to  spend  ?— The  largest  item  for 
lapses  is  that  of  the  railways.  I  am  really  not  in  a 
position  to  answer  as  to  that,  as  a  railway  man  would 
be ;  but,  generally  speaking,  I  think  the  lapses  are  due 
to  the  fact  that  orders  were  placed  in  England  for 
material  and  by  the  end  of  the  year  the  material  had 
not  been  supplied.  In  one  of  the  years  under  review, 
that  was  very  largely  aggravated  by  the  railway  strike 
at  home,  which  meant  that  some  millions  worth  of  rolling 
stock  and  bridge  material  were  not  delivered. 

8137.  In  that  case  the  failure  to  spend  arises  from 
inability  on  the  part  of  contractors  to  earn,  and  not 
from  any  change  of  policy  ? — Not  from  any  change  of 
policy. 

8138.  Nor  from  any  hesitation  in  placing  their  con- 
tracts or  in  going  forward  with  their  work  ? — That  is 
so.  The  f  ailway  companies  have  on  occasion  complained 
that  they  do  not  know  long  enough  beforehand  how 
much  they  will  have  to  spend.  When  lapses  of  that 
kind  occur  in  England  there  wiU  probably  be  supple- 
mentary lapses  in  India  in  connection  with  rolling 
stock  or  the  putting  up  of  bridge  work  when  it  amves  ; 
such  lapses  must  cause  a  corresponding  lapse  there. 

8139.  Bo  jow  think  that  any  alteration  would 
enable  the  railway  programme  to  go  forward  with 
greater  regularity  and  certainty  ?  Could  you,  for 
instance,  give  the  railway  companies  earlier  knowledge 
of  the  amount  that  would  be  made  available  for  them  ? 
• — That  is  n.  question  which  in  that  form  1  find  it  rather 
difficult  to  answer.  An  attempt  is  always  made,  I 
think,  to  give  the  railway  companies  as  early  a  know- 
ledge as  possible.  The  Railway  Board,  I  think  I  am 
correct  in  saying,  generally  know  about  the  end  of 
August  or  the  beginning  of  September  the  provisional 
figure  which  the  Government  of  India  will  give  the 
railways,  and  they  presumably  by  then  have  got  their 
estimates  of  requirements  from  the  various  railways 
before  them,  and  are,  or  should  be,  in  a  position  to  dis- 
tribute at  once.  That  gives  them  aipproximately  18 
months  from  the  time  of  placing  their  order  to  the 
conclusion  of  the  financial  year  to  which  their  order 
relates. 

8140.  It  is  done,  then,  in  the  August  or  September 
of  the  previous  year  ?— Of  the  year  before  that  in  which 
the  money  will  be  spent.  There  is  something  else 
to  be  said  with  regard  to  this  question.  Some- 
thing has  lately  been  done,  in  the  last  year  at  any  rate, 
inasmuch  as  the  Railway  Board,  or  rather  their  accounts 
department,  have  been  allowed  to  do  what  is  called 
overcertifying  indents ;  that  is  to  say,  if  they  have  had 
a  grant  for  5  millions,  their  accounts  officer  is  allowed 
to  pass  indents  to  a  certain  amount  in  excess  of  this 
as  against  possible  lapses.  Personally,  I  have  always 
thought  that  something  more  might  be  done  in  the 
way  of  ear-marking  railway  lapses. 

8141.  What  happens  to  the  lapsed  money  at 
present  ? — It  goes  to  swell  the  G-overament  balances. 

8142.  It  is  not  definitely  allocated  to  railway 
expenditure,  then  P — No,  it  is  not ;  but  it  has  frequently 
been  urged  that  it  might  be. 

8143.  In  the  case  of  the  grants  to  local  Governments 
which  you  mentioned,  and  which  you  said  had  in  some 
cases  not  been  spent,  were  those  for  railway  construc- 
tion also  ? — No.  The  local  Governments,  I  think,  have 
nothing  whatever  to  do  with  railway  construction  at 
present,  except  possibly  in  the  case  of  one  little 
railway  in  Assam,  and  I  am  not  quite  certain  whether 
that  is  still  imder  the  local  Government  or  not. 

8144.  What  would  those  grants  be  for  ? — They  are 
mainly  grants  of  the  nature  to  which  I  have  already 
refeiTed,  for  the  non-recmring  expenditure  on  education 
and  sanitation.  A  lump  grant  is  given,  and  the  lapse 
with  regard  to  this  may  occur  in  two  ways:  the 
lump  grant  may  be  placed  at  the  disposal  of  the  local 
Government  when  the  Budget  statement  is  made  ;  that 
is  to  say,  only  a  month  or  so  before  the  close  of  the 
financial  year,  when  it  obviously  cannot  be  spent. 

8145.  Is  the  Budget  statement  made  a  month  before 
the  year  to  which  it  refers  ?— It  wiU  be  presented  about 
a  month  before  the  year  to  which  it  refers.  Grants 
made  out  of  the  anticipated  surplus  then  obviously 
cannot  be  spent  within  that  period.     Then  when  the 


year  comes  to  which  the  Budget  itself  relates,  the  local 
Government  may  not  wish  to  spend  all  this  money  at 
once.  It  has  been  given  to  enable  them  to  build 
schoolhouses  or  to  carry  out  some  sanitary  project,  and 
it  is  not  for  recurring  expenditure ,  and  they  may  not 
wish  to  spend  all  that  money  in  that  year.  Again,  I 
imagine  there  are  cases  in  which  local  Governments 
have  recurring  grants  placed  at  their  disposal  for 
education  purposes,  but  they  may  not  be  able  to  spend 
all  of  that  at  once,  and  of  course  it  would  be  wasteful 
for  them  to  attempt  to  do  so. 

8146.  Am  I  right  in  understanding  that  in  that  case 
the  money  remains  in  the  balances,  but  it  is,  ao  to 
speak,  earmarked  to  that  particular  expenditiire  in  the 
future  ? — I  think  it  would  probably  be  somewhat  mis- 
leading to  put  the  matter  in  that  way,  because,  though 
the  liability  against  the  Government  of  India  j-emains, 
the  principle  with  i-egard  to  the  balances  has  always 
been  that  the  Government  of  India  are  the  bankers 
of  the  local  Governments  and  they  can  use  the  money 
whilst  it  is  there  in  such  a  way  as  may  be  convenient 
for  them  at  the  time. 

8147.  In  their  published  statement  of  accounts,  are 
these  claims  against  the  balances  shown  ? — I  am  not 
quite  sure. 

8148.  {Mr.  Gillom.)  Do  they  not  appear  as  balances 
to  the  credit  of  the  local  Governments  in  the  general 
accounts  of  the  Government  of  India  ? — I  think  that  is 
so.  I  know  they  .show  at  the  end  of  each  year  the 
amount  by  which  the  local  Governments  have  overspent 
or  underspent. 

8149.  {Gliairman.)  There  have  been  many  causes, 
no  doubt  occurring  more  or  less  often  but  still 
temporary  in  their  nature,  which  have  helped  to  swell 
the  balances,  such  as,  in  the  first  place,  failure  to 
expend  on  certain  services  .P — Tes. 

8150.  In  the  second  place,  the  uncertainty  which 
attached  to  the  opium  revenue  and  the  special  caution 
which  it  was  thought  desirable  to  exercise  under  those 
circumstances  ? — Tes. 

8151.  Besides  that  there  is  always  great  difficulty, 
is  there  not,  in  India  in  forecasting  what  the  revenue 
of  the  following  year  will  be  ? — Tes  ;  that  must  always 
be  so. 

8152.  It  is  very  largely  dependent  on  the  monsoon  ? 
—Tes. 

8153.  Do  you  know  whether  the  Indian  Government 
have  considered  whether  it  would  be  advantageous  to 
alter  the  date  of  their  financial  year  to  the  1st  October, 
say,  so  that  they  might  have  knowledge  at  least  of  the 
main  monsoon  at  the  time  they  were  framing  their 
estimates  ? — I  have  heard  the  suggestion  incidentally 
mentioned,  but  I  do  not  know  whether  it  has  ever  been 
officially  considered. 

8154.  What  is  your  own  feeling  about  it  ?  Do  you 
think  it  would  be  advantageous  P — I  think  that  it  might 
very  possibly  have  considei'able  advantages,  as  the 
position  certainly  ought  then  to  be  clearer ;  but  it 
would  require  very  careful  examination,  and  there 
might  possibly  be  some  drawback  to  it  which  one  is  not 
in  a  position  to  see  at  the  moment. 

8155.  Do  you  happen  to  know  whether  it  is  the 
case  that  they  have  made  similar  changes  in  Ceylon  for 
similar  reasons  ? — No,  I  do  not  know  that. 

8156.  In  youi-  memoi-andum,  I  think  you  say  that 
whatever  causes  the  large  balances  were  due  to,  thei-e 
is  good  justification  for  them  on  other  grounds 
(page  578)  P— Tes. 

8157.  Have  those  grounds  been  in  the  minds  of  the 
Government  of  India,  do  you  think,  or  is  this  rather  an 
ex  post  facto  justification  P — ^As  far  as  the  opium  surplus 
goes  to  which  I  have  already  referred,  that  has 
obviously  been  in  the  minds  of  the  framers  of  the 
Budget.  But  I  do  not  think  I  should  be  connect  in 
saying  that  those  groimds  had  been  very  prominently 
before  the  framers  of  the  Budget :  that  is  a  point  on 
which  I  am  really  hardly  in  a  position  to  speak  for 
them.  I  should  say  an  endeavour  has  been  made  to 
draw  up  oui-  Budgets  as  accurately  as  may  be,  having 
regard  to  the  various  risks  to  which  we  have  been 
exposed  both  with  regard  to  famines  and  with  regard 
to  cur  opium  position. 


530 


ROYAL  COMMISSION   ON   INDIAN   FINANCE  AND  CDERENCY 


1  Ati^tut  1913.] 


Mr.  H.  F.  HowABD,  c.i.e. 


[Continued. 


8158.  Do  you  think  if  the  Government  of -India  had 
made  it  a  little  plainer  to  the  Secretary  of  State  that 
these  were  rather  specially  cautious  estimates,  and  that 
it  would  not  be  unreasonable  to  hope  for  better  things, 
the  Secretary  of  State  might  have  been  more  ready  to 
pay  oflE  some  of  the  debt,  or  to  pay  ofE  earlier,  or,  again, 
less  ready  to  borrow  ? — ^I  do  not  think  that  I  should 
be  correct  in  assuming  that  the  Govermnent  of  India 
at  the  time  that  these  estimates  were  made,  were  over- 
cautious ;  but,  even  if  they  may  have  proved  to  be  so 
after  the  event,  I  should  not  like  to  say  that  it  would 
have  been  wise  to  avoid  borrowing  the  money  that  we 
have  done  as  opportunity  has  arisen.  We  wanted  it 
all. 

8159.  I  thought  you  did  indicate  an  opinion  that 
the  Secretary  of  State  might  have  paid  off  debt  a  little 
more  readily  than  he  did  ? — ^I  should  explain  that  I  was 
referring  solely  to  the  case  of  our  temporary  debt, 
which  we  had  all  along  contemplated  paying  off  out  of 
our  opium  surplus. 

8160.  Is  the  Secretary  of  State — I  am  not  now 
talking  of  private  communications  which  I  know  pass 
between  the  Secretary  of  State  and  the  Viceroy — kept 
officially  informed  of  the  fortunes  of  the  year  ? — I  think 
I  am  correct  in  saying  that  he  receives  a  telegram 
every  week  from  the  Revenue  and  Agricultural 
Department  about  the  condition  of  the  crops. 

8161.  Would  the  Finance  Department  communicate 
as  a  matter  of  course  with  the  Secretary  of  State  in 
Council  if  there  were  prospects  of  the  Budget  estimates 
being  largely  exceeded  ? — ^I  think  that  they  are  in 
constant  telegraphic  commvmication  with  him  the 
whole  time  wlule  the  preparation  of  the  Budget  is  going 
on ;  but  it  is  some  years  since  I  was  in  the  Department 
at  the  time  when  the  final  Budget  preparation  took 
place,  and  I  am  not  able  to  say  with  certainty.  I  think 
there  are  very  often  two  or  three  telegrams  a  day. 

8162.  I  am  not  speaking  of  the  moment  of  the 
final  preparation  of  the  Budget,  but  after  the  Budget 
has  been  passed  and  approved.  Suppose  that  six 
months  later  the  prospects  had  obviously  improved, 
and  a  surplus  could  reasonably  then  be  counted  on 
largely  in  excess  of  the  original  Budget  estimate,  would 
the  attention  of  the  Secretary  of  State  be  officially 
called  to  that,  or  would  he  be  left  to  gather  it  from 
such  routine  information  as  was  sent  home  ? — ^Are  you 
referring  to  the  position  during  the  year  to  which  the 
Budget'  relates  ? 

8163.  Yes.  Tou  finally  settle  your  Budget  in  the 
month  of  February  or  March,  and  the  financial  year 
begins  by  the  1st  April ;  suppose  that  by  the  1st  October 
there  was  reason  to  anticipate  a  surplus  of  2  millions 
above  the  Budget  estimate :  would  that  be  brought 
directly  to  the  notice  of  the  Secretary  of  State  ? — I  think 
it  would  be  brought  to  the  notice  of  the  Secretary  of  State 
in  this  way,  and  obviously  in  other  ways  also : — Before 
that  time  we  should  have  been  considering  our  railway 
programme,  and  our  programme  for  capital  expenditure 
•generally  for  the  year  after  that ;  and  in  that  con- 
nection we  should  be  taking  into  consideration  what 
otir  total  balances  would  be  at  the  end  of  the  year 
under  consideration.  Any  improvements,  as  they  are 
technically  called,  in  revenue  of  the  kind  to  which 
you  refer  would,  I  think,  then  be  directly  brought 
to  his  notice  in  that  connection. 

8164.  Suppose  in  the  month  of  March  it  was  decided, 
after  communication  between  the  Government  of  India 
and  the  Secretary  of  State  iu  Council,  that  it  would  be 
necessary  to  renew  bills  for  2  millions  ia  December, 
and  suppose  that  by  the  month  of  October  you  saw 
that  the  prospects  of  the  year  were  very  much  better 
than  you  had  anticipated  iu  March,  that  might  have  a 
bearing  upon  whether  it  was  desirable  or  right  under  the 
altered  circtmistances  to  renew  those  bills  in  December. 
Would  considerations  of  that  kind  be  officially  brought 
to  the  notice  of  the  Secretary  of  State  by  the  Govern- 
ment of  India  ? — I  am  not  sure  that  the  Secretary  of 
State  has  ever  consulted  the  Government  of  India  in 
connection  with  the  renewals  of  these  bills  ;  he  may 
have  done  so,  but  I  cannot  say  off-hand  whether  he  has 
done  or  has  asked  for  information  in  that  particular 
connection. 


8165.  Tou  do  not  think  he  does  ? — I  really  do  not 
know  exactly  what  the  position  was  with  regard  to 
those  bills.  I  was  not  in  the  department  at  the  time 
the  question  arose,  and,  though  I  have  seen  certain  con-e- 
spondenoe  urging  the  Secretary  of  State  to  pay  off 
the  balance,  I  do  not  know  exactly  what  information 
was  supplied  to  him  in  connection  with  them. 

8166.  I  gather  you  do  not  think  that  the  caution 
exercised  in  its  estimates  by  the  Government  of  India 
misled  in  any  way  the  Secretary  of  State  as  to  the 
prospects  of  the  year,  or  induced  him  to  borrow '  more 
money  than  otherwise  he  would  have  done? — My 
impression  is  that  it  did  not. 

8167.  Incidentally  in  your  memorandum,  para- 
graph 9,  page  578,  you  defend  the  piling  up  of  these 
balances  on  the  ground  that  they  have  provided  you  with 
large  amounts  at  the  present  time  when  the  piice  of  India 
3i  percent,  stock  is  low.  That  is  a  happy  aoinoidence, 
is  it  not  ? — It  is  veiy  largely  a  happy  coincidence.  I 
should  defend  them  rather  on  the  ground  that  they  have 
enabled  us  to  observe  continuity  La  railway  expenditure. 

8168.  And  to  that  you  attach  great  importance  ? — 
Yes,  1  attach  great  importance  to  that. 

8169.  As  regards  the  possible  loaning  out  of  the 
funds  in  India,  I  believe  the  Government  has  offered  to 
do  that  in  the  past  on  certain  conditions,  has  it  not  ? — 
That  has  been  discussed  on  various  occasions  ;  I  think 
as  far  back  as  1899,  and  probably  further  back,  there 
has  been  some  discussion  about  it.  On  that  occasion  I 
think  the  Government  of  India  were  prepared  to  lend 
money  to  the  banks,  and  the  Secretary  of  State  was 
willing  to  allow  it,  on  the  condition  that  they  always 
retained  sufficient  funds  to  meet  his  drawings.  I  think 
I  am  correct  in  making  that  statement,  but  I  do  not 
think  the  correspondence  is  among  the  papers  which 
have  been  shown  to  me.  Subsequently  when  the 
question  arose  again,  about  1905  or  1906,  the  Govern- 
ment of  India  were  experiencing  great  difficulties  in 
finding  the  rupees  to  meet  the  great  demand  for  them 
that  was  goiug  on  at  that  time,  and  they  represented 
to  the  Secretary  of  State  then  that  there  might  be 
difficulties  in  making  loans  to  banks ;  but  1  beheve  that 
when  loans  have  been  applied  for  on  occasions  of 
stringency  they  have  been  given.  It  is  of  course 
possible  that  they  have  not  been  applied  for.  more,  as 
the  banks  may  generally  have  understood  that  any 
loans  made  would  only  be  given  at  the  bank  rate. 

8170.  And  on  those  terms  there  is  no  inducement 
to  the  banks  to  take  the  money  ? — There  has  not  in 
recent  years  been  any  inducement ;  that  is  to  say, 
money  would  probably  have  to  be  very  tight  before  the 
Bank  of  Bengal  would  be  willing  to  take  money  at 
8  per  cent,  or  9  per  cent,  from  the  Government— at  any 
rate,  for  anything  but  a  very  short  period. 

8171.  Supposing  the  Government  of  India  were 
willing  to  lend  in  the  busy  time,  have  you  yourself 
formed  any  opinion  as  to  the  amount  which  the  banks 
would  be  likely  to  apply  to  them  for  ?— I  have  tried  to 
form  some  opinion,  but  without  making  enquiiies  I  am 
afraid  any  opinion  would  only  be  guesswork.  As  a 
guess,  I  doubt  whether  the  banks  would  be  able  to  take 
more  than,  say,  a  million  or  2  millions  sterling  at  the 
outside;  but  of  course  I  would  not  like  that  to  be  , 
regarded  as  a  definite  opinion,  as  I  have  not  been 
able  to  make  enquiries. 

8172.  Would  you  think  it  wise  for  the  Government 
of  India  to  lend  to  anybody  except  the  Presidency 
banks  ? — I  think,  if  the  exchange  banks  objected  to 
loans  being  confined  to  the  Presidency  banks,  it  would 
be  rather  hard  to  meet  their  objections,  as  money  has 
been  lent  to  exchange  banks  and  other  people  in 
England. 

8173.  Would  you  confine  it  to  the  exchange  banks 
and  the  Presidency  banks  ?— Yes,  I  think  so. 

8174.  I  presume  you  would  expect  them  to  deposit 
security  ? — Yes. 

8175., The  Presidency  banks  already  have  consider- 
able Government  balances  free  ? — Yes. 

8176.  And  you  would  not  advise  placing  larger 
sums  with  them  except  against  security  ? — Only  as  a 
quid  pro  quo  for  some  service  which  the  Government 
was  going  to  get  performed  for  them  by  the  Presidency 
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banks,  such  as  the  free  management  of  their  promissory 
notes  or  something  of  that  kind. 

8177.  In  that  case  it  would  be  payment  for  services 
and  it  wonld  not  really  be  free — it  would  be  the 
absence  of  interest  that  would  give  the  payment  for 
the  services  ? — Tes. 

8178.  In  paragraph  17  (page  581)  of  your  memoran- 
dum you  refer  to  the  question  of  giving  the  Presidency 
banks  power  of  borrowing  in  London;  do  you  regard  the 
absence  of  that  power  as  a  serious  injury  to  India  ? — -Ifo, 
I  do  not  regard  it  as  a  serious  injury.  I  think  it  nlight 
prove  useful  to  the  banks  to  have  the  power,  but  I  will 
not  say  that  I  consider  that  serious  harm  is  being 
done  by  their  not  having  it. 

8179.  Is  it  your  idea  that  if  they  had  that  power 
they  would  bring  money  out  from  England  in  the  busy 
season  ? — I  think  that  on  occasion  it  is  possible  tjiat 
they  might  be  able  to  assist  the  process  which  the 
exchange  banks  at  present  perform  in  bringing  out 
funds  to  India. 

8180.  Do  you  think  there  is  any  reason  to  suppose 
that  the  exchange  banks  do  not  bring  money  out  as 
freely  as  the  circumstances  warrant  ?  I  will  put  it  in 
another  wa,y  :  do  you  think  they  would  be  backward  in 
bi-inging  out  the  money  if  they  saw  their  way  to  making 
a  profit  ? — I  was  quite  prepared  to  answer  your  first 
question.  I  do  not  think  that.  The  point  that  has 
occurred  to  me — I  have  not  sufficient  knowledge  of  the 
banking  business  of  the  exchange  banks  to  know 
whether  it  is  a  good  point  or  not'— is  that  they  might 
have  seen  their  way  to  making  a  bigger  profit  else- 
where. Some  of  these  banks  have  branches  in  Hong 
Kong,  China,  the  Straits,  and,  I  think,  in  Australia. 

8181.  So  that  their  interests  have  not  been  purely 
Indian  interests  ? — That  is  so. 

8182.  And  they  might  find  it  to  their  advantage  to 
use  their  funds  elsewhere  ?— Tes. 

8183.  Even  though  India  wanted  them? — Even 
though  money  was  tight  in  India  it  might  be  tight  in 
other  places. 

8184.  It  is  only  for  a  small  portion  of  the  year  that 
money  is  tight  in  India  ? — ^Tes,  I  should  say  a-  small 
portioii  of  the  year. 

8185.  We  have  had  evidence  that  there  is  great 
difficulty  in  employing  money  at  all  in  the  slack  months 
of  the  year  ? — That  is  so,  but  it  is  generally  believed,  I 
think,  that  the.  busy  season  extends  over  a  longer 
period  than  it  used  to,  say,  15  years  ago. 

8186.  Supposing  that  the  Government  of  India 
were  williijg  tpniake  advances,  have  you  any  views  as 
to  the  source  from  which  they  can  best  be  made ;  had 
they  better  be  made  from  the  treasuries  or  from, the 
currency  reserve? — I  do  not  see. any  objection  to  their 
making  advances  from  either  their  treasury  balances,  if 
they  are  able  to  do  so  without  inconveniencing  them- 
selves, or  from  the  currency  balances. 

'8187.  "We  have  had  it  suggested  to  us  that  in  some 
ways  the  currency  reserve  might  he  the  most  convenient 
source.  At  the  present  time  the  issue  of  notes  is 
directly  related  by  statute,  I  think  ?— Tes. 

8188.  And  the  .fiduciary  portion  is  fixed  at  a  rigid 
figure  by  statute.? — Tes. 

8189.  Dio  you  think  it  would  be  safe  to  mcrease  the 
fiduciary  portion  ?— I  think  with  the  currency  reserve 
growing  as  it  has  done,  it  would  be  possible  to  make 
contiunal  increases  from  time  to  time  in  the  fiduciary 
portion,  and  I  think"  probably  some  increase  might  be 
made  now.  In  connection  with  the  possibility  of 
temporary  advances  from  the  currency  reserve,  I 
intended  of  course  that  they  should  be  limited  by  the 
same  considerations  that  permanent  investments  of  the 
reserve  should  be  limited  by.  . 

8190  That  they  should  be  part  of  the  fiduciary 
issue?— Tes,  and  that  they  should  take  the  position  of 
a  temporary  investment. 

8191  To  what  Umit  do  you  think  it  would  be  sate 
to  go  m  the  fiduciary  issue  ?  Should  you  fix  the  Hmit 
by  a  percentage  either  of  the  gross  issue  or  of  the  net 
issue  of  the  notes  ?— I  have  endeavoured  to  consider 
whether  one  might  fix  it  in  some  way  of  that  kind,  but 
I  have  found  it  very  difficult  to  thmk  of  any  per- 
centage figure  which  would  in  all  circumstances  be 
satisfactory.     I  should  prefer  to  consider  the  position 


from  time  to  time  after  looking  to  all  the  circum- 
stances of  the  time.  The  reserve  has  grown  up  so 
rapidly  in  the  last  few  years  that  I  find  it  rather 
difficult  to  generalise  in  that  way. 

8192.  In  any  case  you  think  it  might  be  possible, 
within  whatever  limits  were  fixed  for  the  fiduciary 
issue,  to  make  available  a  part  of  that  .money,  not  for 
permanent  investment,  but  for  temporary  iuvestment  ? 
— -Tes,  I  think  so. 

8193.  And  to  use  money  so  set  apart  for  temporary 
investment  for  the  relief  of  stringency  in  the  busy 
times  ? — Tes; 

8194.  In  paragraph  44  (page  590}  you  put  iu  an 
opinion  of  the  late  Sir  Clinton  Dawkins  on  that  subject, 
but  I  think  you  do  not  altogether  agree  with  it  ? — No, 
I  do  not  altogether  agree  with  it.  The  point  made  by 
him  was  that  the  general  taxpayer  would  be  a  loser. 

8195.  The  point  made  by  him  was  this  rather,  was- 
it  not :  that  if  you  could  invest  money  at  all  you  could 
iuvest  it  for  12  months,  and  that  if  you  could  afford  to 
invest  it  for  12  months  it  would  be  earning  less  iaterest 
if  you  invest  it  for  only  three  months  or  any  short 
period  ? — Tes. 

8196.  In  the  busy  season,  I  suppose,  the  active  note 
circulation  tends  to  rise  ? — I  think  I  am  correct  in 
stating  that  it  does. 

8197.  So  that  just  at  that  period  of  the  year  you 
have  not  much  reason  to  fear  that  notes  will  be  brought 
back  for  encashment,  I  mean  on  balance? — We  have 
got  such  a  large  margin  that  there  would  be  no  risk 
involved  in  loans  of  a  relatively  moderate  amount  being 
given. 

,  ,  8198.  What  I  was.  going  to  suggest  to  you  was 
that  it  is  in  the  busy  season  of  the  year  that  people 
take  out  notes,  and  it  is  in  the  slack  season  of  the  year 
that  they  bring  back  notes,  on  balance  ;  therefore,  in 
the  busy  season  of  the  year  the  caU  on  yoiu  reserves 
for  the  encashment  of  notes  would  be  less,  and  your 
power  to  lend  would  be  greater;  do  you  foUow  that  ? 
— I  follow  that ;  but  I  am  not  quite  certaiu  of  my  facts 
as  to  the  extent  to  which  the  actual  nirculation  of 
notes  with  the  public  extends  in  the  busy  season. 

8199.  If  1  am  right  in  my  premise,  I  am  right  in 
my  conclusion,  am  I  not  ? — Tes. 

8200.  Am  I  right  in  inferring  from  what  you  say  in 
paragraph  19  (page  582)  that  you  think  the  amount  of 
rupee  loans  issued  in  India  in  recent  years  could  have  been 
considerably  increased  ? — I  speak  there  of  "  somewhat 
larger  loans."  I  think  it  might  be  safe,  for  instance, 
to  try  to  raise  4  crores  as  ag.ainst  3  crores,  but  I  do  not 
think  we  could  put  a  loan  of  6  crores  on  the  market 
and  hope  that  we  cpuld  get  it  taken  up., 

8201.  Are  you  entirely  dependent  .on  the  banks 
taiing  up  these  loans,  or  do  you  get  a  direct  response 
froin  the  public  ? — We  are  mainly  dependent  on  the 
banks,  though  there  have  been  occasions  on  which 
other  gentlemen,  I  believe,  have  taken  considerable 
interest  in  the  loans. 

8202.  What  is  the  policy  of  the  Government  of 
India  in  respect  of  loans  ?  Is  it  their  policy  to 
place  as  much  as  they  can  in  India? — Tes,  it  is  our 
policy  to  place  as  much  as  we  can  in  Indi^.  I  imagine 
it  might  have  been  possible  perhaps  to  have  placed 
more  in  the  last  two  or  three  years,  and  the  reason 
that  was  not  done  was  probably  the  fact  that  oui* 
balances  were  so  high  that  it  was  not  considei-ed 
necessary  to  skiin  the  market  in  that  way.  Generally 
speaking,  the  principle  is  correct. 

8203.  I  gather  ^at  in  your  opinion  the  fixing  of 
the  rupee  at  Is.  4d.  has  been  beneficial  to  India  ? — 
Tes. 

8204.  Do  you  think  that  is  the  general  opinion  in 
India  ? — I  think  so  among  unbiassed  people  who  have 
really  thought  about  the  question ;  but  it  is  rather 
difficult  to  say  what  is  the  genei-al  opinion  iu  India 
about  anythiug. 

8205.  The  Committee  of  1898  recommended  that 
India  should  have  a  gold  currency  in  active  circula- 
tion ;  do  you  think  iJiat  desirable  ? — ^I  think  it  is 
desirable  if  gold  is  wanted  by  the  public  to  let  them 
have  it ;  and  it  is  desirable  for  the  Government  to  be 
in  a  position,  to  honour  both  their  notes  and  then- 
rupees  by  gold,  if  they  are  called  upon  to  do  so. 
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8:i06.  I  quite  understand  the  view  that  it  is  desirable 
that  the  Government  should  be  in  a  position  to  give 
the  public  whatever  it  demands? — I  can  quite  see 
that  there  is  something  in  the  argument  which  is 
generally  used  in  support  of  a  gold  currency,  that  it 
will  mean  that  the  liabilities  of  Government  for  the 
redemption  of  rupees  are  less  if  gold  is  in  circulation 
instead  of  nipees  which  would  othenvise  have  been 
coined. 

8207.  On  the  other  hand,  would  it  not  mean  that 
the  reserves  which  the  Government  have  to  meet 
those  demands,  are  less  also  ?  I  will  take  it  by  stages  : 
if  you  put  rupees  into  circulation  you  increase  the 
Gold  Standard  Reserve  by  the  profits  on  the  coinage  ; 
that  is  so,  is  it  not  ? — Yes. 

8208.  And  if  you  put  notes  into  cu-culation  you 
increase  the  currency  reserve  ? — Tes,  but  the  position 
is  not  the  same.  In  the  case  of  your  currency  resei^e 
you  have  got  a  metallic  backing  for  a  considerable 
portion  of  it — in  fact,  for  the  main  portion  of  it.  With 
regard  to  your  rupees  in  circulation,  the  profit  on 
coinage  amounts  at  most  to  about  a  third,  and  the 
higher  the  price  you  buy  youi-  silver  at  the  less  your 
silver  is,  and  the  smaller  the  proportion  your  reserve 
forms. 

8209.  The  only  way  in  which  you  can  increase 
those  two  reserves  is  by  increasing  either  the  note 
circulation  or  the  rupee  circidation  ? — Tes. 

8210.  If,  on  the  other  hand,  you  put  the  gold  into 
circulation  those  reserves  cease  to  increase  ? — Tes. 

8211.  Which  is  more  valuable  for  the  maintenance 
of  exchange — a  million  in  your  reserve,  or  a  million  in 
circulation  in  gold  ? — In  my  opinion  the  million  in  the 
resei-ve  would  be  more  valuable. 

8212.  Do  you  think  that  if  gold  were  in  circulation 
it  would  serve  largely  to  support  exchange  in  a  time 
of  crisis  ? — I  am  very  doubtful  about  it,  but  that  is  a 
point  on  which  I  think  it  is  impossible  to  form  any 
final  or  definite  opinion. 

8213.  As  far  as  the  experience  of  1907,  1908,  and 
1909  goes,  what  is  the  inference  you  draw  ? — I  think 
at  that  time,  though  a  considerable  amount  of  gold 
has  been  absorbed,  there  was  very  little  actually  in 
circulation. 

8214.  At  that  time  the  Government  of  India  gave 
up,  I  think,  something  like  4 J  millions  of  gold  ? — ^A 
great  deal  of  gold  was  taken. 

8215.  Of  that  4J  millions  there  was  actually 
exported,  I  think,  only  a  quarter  of  a  million  ? — That 
is  very  probably  so,  but  I  am  not  sure  of  the  exact 
figures. 

8216.  Possibly  another  portion  of  ifc  may  have  gone 
to  prevent  the  import  of  gold*  ? — Tes. 

8217.  But  it  is  only  to  that  extent  that  that 
4i  millions  served  to  support  the  exchange  at  that 
crisis  ? — To  the  extent  to  which  it  prevented  the  import 
of  gold  ? 

8218.  Either  to  the  extent  to  which  it  was  exported 
or  to  the  extent  to  which  it  prevented  the  import  of 
gold  ? — It  seems  to  me  that  it  would  always  be  valuable 
for  Government  to  hold  gold  for  that  special  reason. 
There  wiU  always  be  a  demand  for  gold,  and  if 
Government  does  not  meet  it  it  vrill  ha,ve  to  be  found 
elsewhere.  By  meeting  that  demand  you  help  to  keep 
up  exchange  to  a  certain  extent.  Whether  it  is  as 
valuable  a  weapon  as  selling  sterling  bills  on  London  or 
not  I  am  not  sure,  but  at  any  rate  I  think  it  is  a 
valuable  weapon. 

8219.  If  such  a  crisis  arose  again,  I  infer  from  that 
that  you  think  the  Government  of  India  ought  not  to 
hesitate  to  use  its  gold  freely,  both  in  London  and  in 
India  ? — ^Tes,  that  is  my  opinion. 

8220.  Would  you  be  prepared  to  say  that  if  you 
had  your  free  choice  as  to  whether  the  gold  should  be 
in  circTilation  or  in  reserve,  you  regard  the  use  of  it  in 
circulation  as  comparatively  wasteful  from  this  point 
of  view? — ^I  should  regard  it  as  only  comparatively 
wasteful,  because  it  may  have  its  uses.  So  far  as  one 
can  judge,  gold  would  not  come  back  from  circulation 
for  export  but  it  might.  It  is  rather  difficult  to 
answer  that  question,  because  we  have  tried  to  find  out 

*  See  Appendix  XXIX.,  page  633,  in  this  cop^jection. 


what  happens  to  gold  in  India  when  it  is  absorbed,  and 
we  know  really  not  nearly  as  much  as  we  should 
like  to. 

8221.  Does  the  Government  of  India,  as  far  as  you 
know,  act  upon  the  principle  that  you  suggested  just 
now  in  one  of  youi-  answers,  that  they  should  give  the 
public  whatever  they  ask  for  without  trying  to  force 
one  form  of  cuirency  rather  than  another  ? — So  faj'  as 
I  am  aware,  that  principle  is  acted  upon.  I  do  not 
know  whether  in  some  sub-treasuries  it  is  always 
possible  to  give  the  coin  that  is  required,  but  I  imagine 
it  is. 

8222.  I  ask  the  question  because  we  had  it  in 
evidence  yesterday  that  in  certain  places,  Lahore  was 
one  of  them,  if  a  bank  applied  for  a  currency  transfer 
from  Calcutta  to  Lahore,  they  were  favoured  to  the 
extent  of  yV  ^  ^^^y  ^°°^  S°^^  rather  than  rupees  ?— 
I  am  not  able  to  say  whether  that  is  correct  or  not ;  I 
have  not  heard  that. 

8223.  Speaking  generally,  what  is  youi-  view  about 
a  gold  currency  ?  do  you  think  it  is  a  necessaiy  con- 
comitant of  a  gold  standard  ? — I  do  not  think  it  is 
necessaiT-,  but  I  consider  that  it  is  most  desirable  that 
an  endeavour  should  be  made  to  meet  any  demand 
for  gold  that  there  might  be  on  the  part  of  the 
public.  I  can  conceive  of  theoretical  systems  in  which 
there  is  no  gold  currency,  but  I  doubt  whether  it  is 
practicable  at  the  present  time. 

8224.  If  you  had  your  own  way  to  do  exactly  as 
you  pleased,  would  you  induce  the  people  to  take  gold, 
or  would  you  try  to  induce  them  to  take  notes  and 
rupees  ? — I  think  I  should  have  a  certain  sentimental 
desire  to  let  them  do  as  they  like. 

8225.  That  is  not  exactly  an  answer  to  my  question, 
is  it  ? — ^It  is  not  that  I  do  not  want  to  answer  any 
question  put  to  me  on  the  subject,  but  I  feel  that  if 
you  refuse  to  allow  the  public  to  have  gold  when  they 
see  that  you  have  got  it,  there  is  always  liable  to  be 
mistrust,  and  if  there  is  a  demand  for  it,  I  think  we 
ought  to  let  them  have  it. 

8226.  Biit  apart  from  special  circumstances  with 
which  you  are  not  acquainted,  you  would  not  go  so  far 
as  to  put  a  premium  on  their  taking  gold  ? — No,  I 
would  not  do  that ;  but  in  cases  in  which  gold  is  not 
immediately  available  there  is  always  great  public 
inconvenience.  For  instance,  I  believe,  in  France  only 
a  few  months  ago,  if  one  was  travelling  on  the  Con- 
tinent, it  was  very  difficult  indeed  to  get  any  gold  ;  you 
got  5-franc  pieces.     That  was  only  last  Christmas. 

8227.  So  that  you  rather  infer  from  that  that 
civilised  countries  get  along  with  a  comppjatively 
small  gold  circulation  ? — Tes. 

8228.  If  India  has  a  circulation  which  is  mainly  a 
token  currency,  she  is  not  peculiar  in  that  ? — No. 

8229.  Now  as  regards  the  question  of  the  establish- 
ment of  a  gold  mint  in  India,  what  is  your  view  on 
that? — I  should  like  to  see  the  experiment  tried. 
I  put  my  answer  in  that  form  intentionally,  as  a  great 
many  people  have  said  that  they  object  to  it  being 
called  an  experiment. 

8230.  Tou  consider  that  it  would  be  an  experiment, 
but  one  which  you  would  like  to  see  tried  ? — I  would 
like  to  see  it  tried  because  we  may  get  gold  presented, 
or  we  may  not,  but  I  think  that  the  probability  is  that 
in  time  gold  will  find  its  way  to  the  mint ;  and  if  there 
is  bullion,  or  if  there  are  ornaments,  that  people  wish 
to'  take  to  the  mint,  I  think  the  mint  ought  to  be 
there  to  deal  vrith  them. 

8231.  I  suppose  if  they  took  those  ornaments  now 
they  could  get  bullion  value  for  them  without 
difficulty  ? — From  the  bank  or  from  a  jeweller  I 
suppose  they  probably  could. 

8232.  Do  you  think  they  would  have  any  diffi- 
culty in  getting  sovereigns  in  exchange  for  bullion 
in  the  form  of  ornaments  ? — I  think  the  cu'cum- 
stances  in  which  bullion  might  want  to  find  its  way 
to  the  mint  would  be  those  in  which  there  would 
not  be  a  large  number  of  sovereigns  available — that 
they  would  have  been  drained  out  for  export,  or  that 
they  would  have  disappeared.  I  am  talking  of  the 
bullion  and  ornaments  from  the  hoards,  not  of  bullion 
which  is   imported   by  the   banks,   as  I  think  your 
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question  related  to  the  bullion  and  ornaments  coming 
out  of  hoards. 

8233.  Yes.  What  would  be  the  circumstances  in 
which  that  form  of  bullion  would  be  likely  to  come 
out — ^would  it  be  under  something  like  the  pressure  of 
famine  ? — The  circumstances  are,  of  course,  theoretical, 
but  we  are  dealing  very  largely  with  a  theoretical 
question.     I  meant  such  circumstances  as  a  famine. 

8234.  Tour  idea  is,  then,  that  they  might  bring 
out  gold  bars,  or  gold  ornaments,  and  if  there  was 
a  mint  open,  take  them  there  to  be  coined  into 
sovereigns  ? — At  any  rate  they  would  be  bought  up 
and  the  person  who  bought  them  would  be  able  to 
convert  them  into  coin. 

8235.  What  would  he  do  with  the  coin  when  he 
had  got  it  ? — ^I  do  not  know  what  he  would  do.  I  do 
not  know  who  the  "  he  "  would  be.  If  "  he  "  was  the 
bank,  they  might  want  to  export  it. 

8236.  If  he  was  wanting  to  export  it,  would  not 
bullion  be  just  as  useful  for  him  ?  Would  not  the 
gold  bars  be  as  useful  to  him  for  that  purpose  as  the 
gold  sovereigns  ? — I  do  not  know  that  he  would  get 
any  large  gold  bars  held  in  hoards.  I  am  talking 
more  of  the  small  trinkets  and  ornaments  which  would 
come  out  of  hoards,  and  might  gradually  find  their 
way  through  the  local  mahajans,  and  so  on  to  head- 
quarters, and  there  want  some  outlet. 

8237.  Do  I  understand  you  to  think  that  the 
opening  of  a  mint  would,  under  such  circumstances, 
give  a  power  to  the  peasant  to  realise  the  value  of  the 
gold  that  he  has  got  which  he  cannot  now  exercise  ? — 
1  do  not  think  I  could  press  the  contention  that  the 
peasant  could  not  sell  his  gold  for  money,  and  I  do 
not  think  I  meant  to  say  that. 

8238.  Ton  do  not  think  the  advantage  of  it  would 
get  down  to  him  in  any  way,  then  ? — I  suppose  the 
peasant  with  hoards  could  get  money  for  his  orna- 
ments ;  but  it  is  more  on  theoretical  grounds  as 
regards  the  peasant.  I  think  the  word  "  anomalous  '" 
which  I  used  rather  implies  that  it  is  a  theoretical 
objection. 

8239.  (Mr.  Keynes.)  Would  it  meet  your  point  at  all 
if  the  Government  were  to  re-introduce  the  notification 
which  I  think  existed  in  1906  by  which  rupees  were 
issued  against  gold  bullion? — Yes,  it  would  to  some 
extent. 

8240.  In  that  case  your  peasant  could  bring  his 
ornaments  and  get  rupees  for  them  ? — And  then  leave 
it  to  the  Government  to  export  the  gold  bullion  and 
re-import  sovereigns  in  its  place  ? 

8241.  If  it  wished  to  do  so? — ^I  think  it  would 
meet  my  objection  on  one  ground,  but  would  it  not  be 
rather  introducing  a  new  function  for  Government  as 
dealers  in  gold  bullion  ? 

8242.  (Chairman.)  Am  I  right  in  concluding  that 
your  reasons  for  a^  mint  are  rather  theoretical  and 
sentimental  than  practical— that  you  approve  it,  rather 
because  you  find  it  difficult  to  argue  against  it  in 
theory  than  because  you  believe  any  great  practical 
advantage  would  accrue  from  it? — I  think  that 
practical  advantages  may  conceivably  accrue ;  but  I 
think  it  is  a  duty  which  we  owe  to  the  public,  if 
they  present  bullion  when  we  have  nominally  a  gold 
standard,  that  we  should  be  prepared  to  convert  that 
into  coin.  It  might  be  a  practical  inconvenience  if  it 
is  on  a  larger  scale  than  the  small  ornaments  which  I 
mentioned  as  a  theoretical  anomaly. 

8243.  Would  you  propose  to  charge  seigniorage  on 
the  coining  of  sovereigns  ? — No. 

8244.  They  do  in  Australia  ? — I  believe  in  Australia 
the  mints  were  introduced  not  in  order  to  supply 
currency  but  as  a  convenience  to  -the  mining  com- 
munity mainly.  I  believe  that  was  the  objection 
urced'bythe  Royal  Mint  at  home  at  the  time  when 
om  proposal  was  first  put  forward  with  regard  to  the 
opening  of  an  Indian  mint. 

8245.  On  the  other  hand,  South  Africa,  the  country 
where  the  greatest  awoimt  of  gold  is  now  produced, 
has  not  thought  it  necessary  to  have  a  mint,  so  far  at 
any  rate  ?— That  is,  I  believe,  the  case. 

8246.  Does  not  that  affect  your  argument  ?  Are 
you  stili  desirous  of  it?— Yes;  I  think  we  ought  to 


place  the  facility  in  the  way  of  the  public  in  case  they 
desire  to  use  it. 

8247.  So  far  you  have  rather  suggested  that  it 
would  not  be  much  used  at  any  time,  and  that  if  it  was 
used  at  all  it  woidd  be  used  only  in  bad  times  ? — It 
might  only  be  used  in  bad  times ;  on  the  other  hand, 
the  Indian  mines  at  present  produce,  I  believe,  about 
2  millions  pounds  worth  of  gold  a  year,  which  is 
exported,  and  it  might  be  convenient  to  them  to  pass 
their  gold  through  the  Indian  mints. 

8248.  Do  you  happen  to  know  at  all  whether  they 
are  stiU  under  contract  to  send  their  gold  to  England  ? 
— I  understand  they  used  to  be,  but  I  do  not  Icnow 
what  the  present  position  is. 

8249.  Coming  now  to  the  Gold  Standard  Reserve, 
I  think  it  is  your  view  that  a  larger  sum  should  be 
held  in  actual  gold  ? — Yes. 

8250.  WiU  you  give  me  your  reason  for  that  ? — If 
Government  merely  holds  securities  and  sells  them  it 
may  put  them  in  funds  to  some  extent,  but  it  affords 
no  relief  to  the  market.  If  they  are  actually  in 
possession  of  ear-marked  gold,  they  are  both  in  a 
position  to  utilise  that,  and  to  help  to  relieve  to  that 
extent  a  financial  stringency  which  may  exist.  Apart 
from  that  there  must,  of  course,  always  be  a  consider- 
able loss  in  a  great  crisis  by  the  sale  of  securities. 

8251.  Are  you  disposed  to  name  any  figure  as  the 
minimum  amount  of  actual  gold  that  ought  to  be  held 
in  reserve  ? — I  would  rather  consider  .the  question  from 
time  to  time  as  time  goes  on ;  but  I  would  like  to  see 
1 0  millions,  at  any  rate,  held,  and  I  would  not  mind 
seeing  15  millions. 

8252.  Under  the  present  circumstances  ? — It  is  to 
be  5  millions  at  px-esent. 

8253.  Would  those  figures  you  have  mentioned  be 
under  present  circumstances  ? — I  would  not  sell  our 
securities  out  in  any  hurry,  but  as  the  reserve  is  built 
up  I  would  like  to  see  those  figures  gradually  got  to. 

8254.  I  think  you  approve  of  the  location  of  the 
major  portion  of  the  Gold  Standard  Reserve  in  London  ? 
— Yes  ;  provided,  of  course,  that  we  also  hold  sufficient 
gold  in  India  in  some  way  or  other. 

8255.  Do  you  approve  of  the  existing  Indian  branch 
of  the  Gold  Standard  Reserve  ? — I  should  be  quite 
willing  to  see  that  changed  into  a  gold  reserve  and  the 
rupees  transferred  to  the  Paper  Currency  Reserve; 
but  1  do  not  consider  the  matter  of  any  gi-eat  import- 
ance, one  way  or  the  other. 

8256.  What  is  the  reason  for  keeping  rupees  in  the 
Gold  Standard  Reserve  in  India  ? — This  reserve  was 
originally  foirmed,  I  think,  in  1906,  or  thereabouts,  at  a 
time  when  the  Paper  Currency  Reserve  was  not  nearly 
as  large  as  it  is  now,  and  when  there  was  a  very  great 
demand  forrupee  coinage.  It  was  found  very  difficuli 
to  hold  a  sufficient  vesei-ve  of  rupees  in  the  Paper 
Cun-ency  Reserve  in  addition  to  the  gold  that  was 
accumulating  there.  After  the  Government  of  India 
had  first  tried  the  experiment  of  holding,  I  think,  a 
silver  ingot  reserve  within  the  Paper  Currency  Reserve, 
and  had  suffered  very  grave  inconvenience  in  spite  of 
this  arrangement,  they  decided  to  constitute  this  extra 
reserve  of  rupees,  and  also  to  hold  it  as  part  of  the 
Gold  Standard  Reserve. 

8257.  To  that  extent  it  was  a  departure  from  the 
original  purposes  of  the  Gold  Standard  Reserve  ? — Yes- 

8258.  It  was,  in  fact,  using  the  Gold  Standard 
Reserve  in  order  to  give  elasticity  to  the  currency  ? — 
Yes. 

8259.  But  you  think  whatever  practical  reasons 
there  were  for  it  have  passed  away,  and  there  would 
be  no  objection  now  to  transferring  that  silver  to 
the  Currency  Reserve,  with  a  corresponding  transfer 
of  gold  from  the  Currency  Reserve  to  the  Gold 
Standard  Reserve? — Yes. 

8260.  You  observe,  in  your  memorandum  (page  587, 
paragraph  33),  that  you  do  not  approve  the  action 
taken  in  1907,  when  funds  previously  allocated  to  the 
Reserve  were  used  for  railway  developmeni/  in  India  ? 
—Yes. 

8261.  You  add,  that  it  had  the  great  incidental 
disadvantage  of  causing  the  public  to  have  grave  mis- 
givings as  to  the  policy  of  Government  in  regard  to 
the  treatment  of  the  fimd  ;  you  wouldj   I  suppo:ic, 
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agree  that  to  secure  the  confidence  of  the  public  is  of 
the  utmost  importance  in  this  matter  ? — Yes. 

8262.  Do  you  think  that  the  pubUc  would  have 
greater  confidelice  if  the  management  of  the  Gold 
Standard  Refeei-ve  were  subjected  to  some  statutory 
conditions  and  safeguards  ? — I  do  not  think  it  would 
make  any  great  difEerende  to  them.  I  am  not  quite 
certain  what  kind  of  safeguards  would  be  proposed. 

8263.  That  is  a  question  I  was  going  to  put  to  you 
if  you  had  favoured  a  statutory  regulation.  All  I 
meant  to  suggest  at  the  moment  was  that  it  did  seem, 
in  your  view,  tha,t  some  want  of  confidence  had  been 
caused,  not  by  the  insufficiency  of  the  Reserve  but  by 
the  handling  of  the  subject  by  the  GrOvemment  ? — Yes. 

'  8264.  Possibly,  if  statutory  lines  were  laid  down 
which  it  was  known  that  the  Government  must  comply 
with,  the  public  confidence  in  the  mainteSnance  of 
exchange  and  in  the  general  policy  on  this  subject  of 
the  Indian  Government  would  be  strengthened  ? — I  do 
not  think  that  would  be  necessary,  provided  a  clear 
and  definite  statement  was  made  by  Government  to 
the  effect  that  they  would  hold  a  supply  of  gold  and  a 
total  reserve  which  would  command  confidence. 

8265.  In  regard  to  the  possibility  of  a  State  bank, 
I  gather  that  you  have  not  formed  a  very  strong 
opinion  one  way  or  the  other  ?— That  is  so. 

8266.  And  that  your  ultimate  decision  -would  be 
very  much  determined  by  the  kind  of  scheme  that 
might  be  proposed  F — Yes.  It  is  a  matter  which  one 
would  ^ike  to  discuss  with  a  gi-eat  many  people,  for 
instance,  bankers  and  so  on. 

8267.  Is  it  a  subject  to  which  you  have  had  occasion 
to  give  special  study  ? — 'No.  I  have  read  the  papers 
and  various  discussions  about  a  State  bank,  two  or 
three-times,  at  various  periods. 

8268.  Under  the  circumstances,  therefore,  would  you 
desire  to  express  to  the  Commission  any  opinion  as  to 
either  the  advantages  or  the  disadvantages,  or  the 
Conditions  which  should  attach  to,  such  a  bank,  beyond 
those  which  you  have  printed  in  youi-  memorandum  ? — 
I  should  prefer  to  say  nothing  about  it,  because  it  is  a 
subject  on  which  I  have  got  no  practical  knowledge. 

8269.  (Sir  Robert  Chalmers.)  I  will  ask  you  one 
question,  if  I  may,  on  the  subject  of  the  sale  of  Council 
BiUs.  The  par  of  exchange  being  Is.  4d.  and  there 
being  specie  points,  one  for  export  on  one  side  and  one 
for  impoi-t  on  the  other  side,  would  you  leave  exchange 
to  find  its  natural  level  within  those  two  specie  points 
and  sell  your  Council  BiUs  at  the  selling  rate  that  was 
obtainable  in  the  market ;  or  would  you  be  disposed 
never  to  sell  under  a  certain  figure,  say,  Is.  4i.,  irre- 
spective of  .the  specie  points  ? — I  should  adopt  the  first 
course  that  you  have  suggested,  subject,  of  course,  to 
the  fact  that  it  would  be  desirable  when  exchange  falls 
to  cut  down  your  ofCe'-  of  Councils,  as  is  done  at 
present. 

8270.  But  on  principle,  subject  to  prudence  and 
common  business  methods  in  dealing  with  the 
moment,  you  would  foUow  that  general  scheme  ? — Yes. 

8271.  You  would  not  be  prepared  to  take  the  other 
line  of  saying,  under  no  circumstances  will  I  sell, 
say,  under  Is.  4^d.  ? — I  should  not.  I  think  a  great 
many  of  the  criticisms  in  connection  with  the  present 
practice  leave  out  of  sight  the  ,fact  that,  if  you  never 
sell  under  Is.  4d.,  you  may  find  there  is  a  large  balance 
of  trade  against  Australia,  and  then  all  the  Australian 
sovereigns  will  come  to  India  and  swamp  India.  It  is 
the  gold  export  point  from  England  that  you  have 
named,  and  it  leaves  out  the  fact  that  it  may  still  be 
profitable  to  send  sovereigns  from  Australia  or  from 
Egypt. 

8272.  Do  you  think  that  if  the  opposite  policy,  which 
you  do  not  favour,  were  pursued  of  never  selling  under 
Is.  4d.  the  Government  of  India  could  get  the  amount 
that  it  has  at  present  to  cover  by  Councils  ?  I  suggest 
that  would  depend  upon  the  circumstances  perhaps  of 
the  given  year,  but  there  is  by  no  means  a  certainty 
that  they  could  get  it  across  ? — I  think  I  am  right  in 
saying  that  either  last  year  or  the  year  before  was  the 
first  year,  for  many  years  at  any  rate,  in  which  the 
Government  did  not  sell  at  some  period  of  the  year 
under  Is.  id. 


8273.  Suppose  the  Government  of  India  and  the 
Secretary  of  State  in  Council  decide  to  make  a  change 
in  the  financial  year,  taking '  the  1st  October  as  the 
starting  point,  that  would  mean  that  you  would  have 
an  odd  six  months  to  get  right  before  jpu  got  on  to 
the  new  financial  year  ?— Yes. 

8274.  As  a  practical  man,  in  dealing  with  such  a 
position  would  you  not  be  disposed  to  begjn  by  taking 
a  budget  ior  six  months  ? — You  mean  to  cover  the 
transitioi  period — for  six  months,  or  for  18  nionths 
ig  the  altemali've  dours'e. 

8275.  I  am  aiixious  to  get  your  opinion  ? — I  should 
be  inclined,  I  think,  subject  to  further  consideration,  to 
make  a  rough  budget  for  the  six  months. ' 

8276.  You  would  be,  of  course,  in  an  easier  position 
then,  because  you  wbuld  haVe  only  oie  unknown  instead 
of  t*o  unknowns  to  giiess  at  as  compared  with  budget- 
ting  for  18  months  ? — I  do  not  think  it  would  be  prac- 
ticable to  make  your  six  months'  budget  in  the  same 
detail  that '  the  yeairly  budgi^t  is  made'  in.  I  should  be 
content  with  a  rough  budget  for  those  six  months. 

8277.  You  would  do  it  for  six  months  ?-^I  think 
so ;  that  is  to  say,  subject  to  further'  consideration,  ' 

8278.  (Sir  Ernest  Cable.)  There  is  on?  question 
that  arises  out  of  your  answer  to  the  Chairman  about 
lapsed  railway  grants.  It  is  rather  difficiiit,'  is  it  not, 
for  the  Railway  Department  to  spend  the  large;  sum  of 
10  to  12  millions  at  a  year's  notice,  and  lapses  must 
occur  under  the  present  system,  must  they  not.' — ^I 
think  there  was  very  little  lapse  this  last  year  when 
the  grant  was  actually  raised  during  the  course  of  the 
year.     I  do  not  kiiow  exalctly  what  the  figures  were. 

8279.  It  was  suggested  to  us  by  one  of  the  witnesses 
that  to  employ  these  lapses,  and  to  let  the  Railway 
Department  know  exactly  what  they  have  to  spend,  the 
Government  of  India  should  make  out  a  5-yearly  pro- 
grainme  for  the  railways,'  letting  the  Railway  Depart- 
ment have  12  millions  a  year  or  whatever  the  sum 
might  be,  for  five  years,  and  letting  them  share 
in  any  surplus  thart  might  accrue.  Would  that  be 
a  practicable  suggestion? — I  do  not  think  that  that 
would  be  practicable,  unless  a  separate  railway  fund  was 
created,  or  some  definite  aiTangement  of  that  kind  was 
made  to  secure  continuity. 

8280.  Would  you  favour  the  plan,  or  would  you 
not,  of  having  a  separate  railway  fund? — ^I,do  not 
think  I  would  like  to  go  quite  so  far  as  that,  but  while 
not  being  prepared  to  go  quite  to  that  extent,  I  should 
like  to  see  our  balances  high,  in  view  of  the  additional 
permanency  which  we  would  get  for  our  capital  ex- 
penditure. High  balances  such  as  we  have  got  now, 
are  an  assurance  that  our  railway  expenditure  will  be 
more  regular. 

8281.  Then  you  are  not  in  favour  of  the  close 
budgetting  which  has  been  talked  about,  and  you 
rather  like  these  heavy  surpluses  P — I  think  very  close 
budgetting  is  impossible  and  dangerous  in  India. 

8282.  You  would  like  to  err  on  the  side  of  caution  ? 
—Yes. 

8283.  I  notice  that  in  the  part  of  your  memorandum 
referring  to  the  question  of  tjie  amalgamation  of  the 
Gold  Standard  Reserve  and  the  Currency  Reserve,  you 
do  not  object  to  the  amalgamation  on  principle  but 
merely  because  you  think  it  might  shake  public  con- 
fidence (page  587,  paragraph  36)  ?— I  think  I  do  object 
to  it  on  principle,  and  I  think  the  fact  that  it  might 
shake  public  confidence  was  only  one  reason  for  ob- 
jecting to  it.  My  own  view  is  that  they  are  intended 
to  serve  two  different  objects,  and  each  Reserve  must 
be  managed  in  such  a  way  as  to  ensui-e  its  securing  its 
own  object. 

8284.  But  the  one  Reserve  is  frequently  used  to 
secure  the  object  of  the  other  Reserve .?— If  that 
advantage  can  be  incidentally  obtained,  there  is  no 
particular  objection  to  it. 

8285.  (Mr.  Keynes.)  Why  are  the  railways .  hot 
allowed  to  carry  over  unspent  balances  from  one  year 
to  another  ?— I  find  that  a  very  hard  question  to 
answer,  because  I  have  always  thought  myself  that  it 
might  be  possible  to  allow  it.  I  have  always  thought 
personally— I  am  not  expressing  this  as  the  opinion  of 
Government  but  as  my  own— that  it  might  be  possible 


MINUTES   OF   EVIDENCE. 


335 


1  August  1913.] 


Mr.  H.  F.  HowAED,  c.r.B. 


[^Gontirmed. 


to  arrange  for  the  :p,ilways'  to   carry    over   vmspent 
balances. 

8286..  What  are  the  reasons,  good  or  bad,  which 
influence  the  Government  in  adopting  the  opposite 
policy  ?— rlt  has  been  held,  I  believe,  that  it  would  affect 
the  general. Government  ways  and  means  programme. 

8287.  In  paragraph  25  of  your  memorandum; (page 
585),  with  regard  to  the  competition  between  notes 
and.,gold,>  yoii  say  that  there  is  no  "suggestion  of 
/;  endeavouring,  to  extend  the  circulation -of  gold  to 
"  any  extent,  at  the  expense  of  notes."  If  you  take 
a  long  view,,  is  not  the  oircidation  of.  gold  almost 
necessarily,  at  the  expense  of.  notes  ?^It  may  be  to 
some  extent  at  the  expense  of  rupees. 
.  .;  8288.,  Is  it  credible  that  over  a  long  period  people 
will  continue  to  use  rupees  for  large  payments  ?  Is  not 
their  inconvenience  so  great  that  their  use  must  be 
something  which  will  disappear  in  the  course, of  time  ? 
-^That  is  theoi'etically  so ;  but  in.  India  we  find  that 
things  which  are  theoretically  correct  are  not  always 
pi'actically  so. 

8289.  Is  that  not  the  actual  experience?  In 
Northern  India,  and  some  other  parts,  are  they  not 
getting  into  the  habit  of  using, gold  instead  of  rupees ; 
and  in  Bengal,  and  certain  other,  parts,  are  they  not 
getliing  into  the  habit  c£,  using  notes  ,:  instead  of 
rupees?  Is' there  not  a  general  tendency,  to,  use 
some  substitute  for  rupees  in  the  case  of  ISrge 
payments  ?— That  is  so  to  some  extent.  There  is 
also  a  very  rapid  concurrent,  increase  in  the  rupee 
circulation. 

8290.  I  was  not  asking  about  that  point.  I  was 
asking  about  the  use  pf  a  particular  form  of  exchange 
for  large  payments  and  for  remittance.  Would  .you 
mairitain  that  there  are  some  parts  of .  India  in  which, 
taking  a  long  view,  it  is  incredible  that  paper  should 
be  used,  and  therefore  that  gold  must  necessarily  be 
the  substitute  for  rupees?.  Are  there,  any  parts  of 
India  of  which  you  would  aay  that  was  the  case? — 
I  should  think  it  probable  that  there  must  be  some 
competition  between  gold  and  notep. 

8291.  My  point  is  that  it  is  useless  to  say  tha.t  we 
should  like  gold  to  circulate,. but.  we  do  not  want  it  to 
be  at  the  expense  of  notes,  because  ^rima/aae  there 
must  always  be  a  tendency  for  any  gold. which  circulates 
to  replace  notes  to  some  extent  in  the  long  run.  Would 
you  agree  to  that  ? — I  am  not  quite  certain  that  I  can 
answer  your  question  by  an  exact  Yes  or  No.  I  do  not 
think  I  have  suggested  that  we  should  attempt  to  force 
gold  into  circulation  at  all.  I  would  be  quite  happy  to 
see  it  there,  but  I  .do  not  think  it  is  essential,  as  I 
rather  think  you  imply  is  my  opinion,  that  we  should 
have  a  large  gold  circulation;  and  I  do  not  think  the 
Government  ought  to  take  any  steps  to  force  gold  into 

circulation,  .  ',  ^  ^     j!  i 

8292.  Do  you  think  they  would  be,  right  to  take 
step?  to  popularise  notes  ?— They  have  taken  ,s.teps  to 
popularise  notes,  and  I  think  they  have  been  perfectly 

right  in  doing  so.  ,  .        „     ,  i         j. 

8293  And  would  be  right  in  takmg  further  steps 
if  such  were  available  ?— Generally  speaking,  yes,  if 
such'  steps  are  legitimate.,  I  should  like  to  know  wUat 
steps  ifis  proposed  to  take.  . 

8294  Such  steps  as  opening  additional  currency 
offices  ?— I  think  so ;  and  I  think  the  Government  are 
generally  taking  steps  to  do  that.  I  know  one  or  two 
cases  in  which  they  have  been  improving  the  position 

of  the  currency  offices.  „    ,.  ,    .     j.  i       ■    -lo^ 

8295  Would  it  be  wise  or  foolish  to  take  similar 
steps  in  regard  to  gold?-The  steps  which  have  been 
taken  with  regard  to  notes  are  unnecessary  with  regard 
to  gold;' I  mean  gold  is  a  universal  legal  tender,. and 
always  has  been  since  our  present  cun-enoy  system  was 

^  °8296'  I  was  not  asking  about  legal  tender.  In 
:,popu]arlsing  notes,  one  of  the  things  :^u  can  do  is  to 
.  make  them  available  in  more  places  ?—yes. 

8297.  Ton  could  also  dp  ^,at  if  you  hke  in  regai;d 
to  gold  ?— I  think  notes  are  available  at  practically  all 
our  sub-Treasuries  aU  over  India.  »  i!„„+    t  ^^ 

8298.  I  am  not  asking  a  question  of  fa«t,  1  am 
asking  a  question  of  policy.  You  have  agreed  that  it 
wo\ad  be  wise  to  make  notes  available  at  more,  places. 


would  it  be  wise  to  make  gold  available  at  more 
places? — I  am  not  quite  certain  that  my  statement 
was  that  I  agreed  that  it  would  be  advisable  to  make 
notes  available  at  more  places.  I  think  we  should 
take  steps  to  supply  notes  where  required,  and  if  our 
present  an-angements  are  inadequate,  I  thinV  we  should 
undoubtedly  consider  the  question  of  improving  them. 
But  I  do  not  know  that  I  have  made  any  admission 
that  they  were  inadequate. 

,8299.  You  are  not  prepared  to  make  any  more 
precise  statement  on  this  question  ? — No.  I  am  all  for 
popularising  notes  and  taking  any  steps  that  may  be 
useful  in  that  direction,  but  I  do  not  think  it  is 
necessary  to  force  either  notes  or  gold  down  the 
throats  of  people  who  do  not  want  them.  If  people 
prefer  to  take  laipees,  I  should  let  them  have  that 
coin.  :.  ■• 

8300.  The  drift  of  my  examination  is  that  it  is  not 
really  possible,  to  1  take  a  neutral  attitude.  Whenever 
the  Government  opens  a  new  currency  office  they  are 
helping  notes,  and  whenever  they  send  large  consign- 
ments ,  of  gold  up-country  they  are  helping^_  .S°^?- 
Unless  both  were  available  with  complete  facility  in 
every  centre  in  India,  which  is  not  the  case,  a  perfectly 
neutral  policy  is  not  conceivable  ? — ^Apari  from  more 
cun-ency  offices  I  think  I  may  say  that  in  nearly  every 
Treasury  and  sub-Treasury  in  India  there  is  a  supply 
of  currency  in  three  forms — gold,  notes,  and  rupees, 
and  they  are  generally  available  to  the  public.  Ido 
not  think  that  Government  at  present  are  favouring 
any  one  form  as  against  the  other. 

8301.  But  they  are  not  available,  if  I  may  say  so, 
both  ways  round ;  you  cannot  encash  theip  freely 
everywhere  ?^-I  do  not  know  exactly  what  conveniences 
in  the- form  of  encashment  are  provided. 

8302!  In;. paragraph  27  (page  586)  you  say  that 
you  do  not  think  the  Government  "  should  attempt 
"  to  husband  the  supply  of  gold  by  refusing  to  give.it 
."  out  when  available."  Do  you  mean  by  that  that  at 
a  time  of. crisis  they  should  give  out  gold  in  India? — 
■  Yes,  .freely.  ■  ■         .,•... 

8303.  Ton  do  not  think  that  they  should  keep  their 
gold  for  the  purpose  of  supporting  exchange  solely  ? — 
I  consider,  that  would  tend  to  support  exchange..  In 
answer  to  a  question  by  the  Chairman  I,  think  I 
expressed  that  view.  ,      • 

8304.  Do  you  think  it  supports  exchange  as  com- 
pletely as  if  it  is  used  for  export  ? — No.  I  think  I 
have  already  stated  that  I  thought  it  would  not  have 
the  same  direct  efEect,  but  it  would  be  a  valuable 
weapon.  ' 

8305.  But  not  equally  valuable  ?— I  do  not  think  it 
would.be  equally  valuable. 

8306.  In  that  case  why  are  you  in  favour  of 
supplying  gold  in  such  circumstances  ? — We  do  not 
want  to  see  sovereigns  in  India  go  to  a  premium,  as 
I  think  that  is  rather  a  confession  of  weakness.  .For 
some  years  after  the  1907  oiisis  I  think  sovereigns 
were  at  a  premium  of  about  3d.  or  4i.  Shield  sove- 
reigns, I  think,  are  stiU  at  a  premium ;  but  that,  of 
course,  is  a  fancy  price.  ,  r 

8307.  (Chairman.)  The  shield  sovereign  is  a  question 
of  ornament,  is  it  not  ? — Yes,  I  think  so. 

8308.  (Mr.  Keynes.)  Do  you  think  it  would  be  vyise 
to  pursue  that  poUcy  even  at  a  time  of  crisis,  bearing 
in  mind  the  fact  that  the  premium  could  be  no  more 
than  the  cost  of  importing  sovereigns  from  England  ? 

If  adequate  reserves  are  held  I  hope  it  will  never  come 

to  that.     That  is  one  of  my  reasons  for  wishing  to  see 
our  reserves  rather  stronger  than  they  are  at  present. 

8309.  (Sir  Sliapurji  Broacha.)  According  to  para- 
graph 5  of  yom-  memorandum,  page  577,  in  191(5-11 
there  was  a  lapse  of  3  millions,  and  in  that  y6ar  the 
railway  programme  was  9^  millions  ? — Yes. 

8310.  Was  the  3  millions  carried  to  that  9^  millions 
for  railway  works,  or  was  it  eliminated  altogether  ?-  — 
You  can  say  either  that  it  was  included  in  the  9^  mil- 
lions, or  that  it  was  eliminated  altogether. ,  The 
9i  millions  was  the  total  amount. 

8311.  Therefore ,  if  the  previous  year's  figure  was 
taken  ofC,  it  would  amount  only  to  6|  millions  for  that 
year  ? — I  suppose  it  comes  to  that.  But  it  is  6^  mil- 
lions in    adition  to    expenditure    which    had    been 
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contemplated  in  the  previous  year,  but  had  not  been 
incurred. 

8312.  If  the  lapsed  amount  was  included  in  the 
9^  millions,  then  you  were  not  authorised  to  spend  in 
1911-12  12*  millions  ?— No ;  it  was  9i  millions. 

8313.  Would  it  not  be  an  advantage  that  this 
lapsed  grant  should  be  carried  forward  in  order  to  have 
a  continuous  programme  to  spend,  say,  10  millions  or 
12  millions  annually  ? — I  have  already  expressed  the 
view  that  if  that  could  be  an-anged  I  should  like  to 
see  it. 

8314.  What  is  your  opinion  about  these  lapsed 
grants  P  Should  they  not  be  added  to  the  next  year's 
provision  ? — If  it  was  practicable  I  should  like  to  see 
arrangements  made  for  canying  forward  such  lapsed 
grants.  At  present  the  arrangement  has  been  adopted 
of  over-cei"tifying  railway  indents,  which  should  to 
some  extent  in  future  operate  to  prevent  lapses  on 
the  same  scale  in  which  they  have  occurred  before.  I 
think  that  was  adopted  during  the  course  of  last  year 
or  slightly  earlier. 

8315.  The  Chairman  suggested  the  changing  of  the 
budget  date  to  October ;  that  of  course  would  be  an 
impediment  to  the  Governor  coming  down  to  the  plains. 
What  is  the  nature  of  the  climate  in  Delhi  in  October; 
is  it  getting  cool  ? — I  have  not  heard  that  towards  the 
end  of  October  the  weather  is  getting  worse. 

8316.  Dealing  now  with  the  suggestion  that  the 
Presidency  Banks  should  be  given  liberty  to  borrow  in 
England,  I  do  not  think  it  would  be  an  advantage  to 
them  to  bring  money  out  to  India  unless  they  can 
remit  back  in  export  bills,  because  otherwise  the  cost 
would  be  very  great.  If  they  brought  it  for  six  months, 
it  would  cost  them  1^  per  cent,  to  get  the  money  out 
to  India  and  to  tak#  the  money  back  for  payment  in 
England.  It  would  therefore  cost  them  3  per  cent, 
more  than  the  3  per  cent,  charge  for  the  loan,  because, 
of  course,  IJ  per  cent,  for  six  months  is  3  per  cent,  per 
annum.  Even  if  they  were  to  boiTow  for  12  months 
they  would  have  to  add  1^  per  cent,  for  bringing  it  to 
India  and  taking  it  back  to  England.  Therefore,  if 
they  were  allowed  to  borrow,  it  would  be  no  advantage 
to  them  imless  they  had  the  privilege  of  buying  biUs 
for  export  ? — 1  understood  that  the  Presidency  Banks 
at  one  time  were  very  anxious  to  get  that  liberty  of 
borrowing  in  England. 

8317.  They  were,  but  I  do  not  think  they  would 
take  advantage  of  it,  if  it  were  given  to  them  now  ? — 
I  stated  in  answer  to  the  Chairman,  that  I  did  not 
thiiik  the  absence  of  the  power  to  borrow  was  a  serious 
defect  at  the  present  time. 

8318.  If  they  were  to  buy  export  bills,  then  they 
would  come  into  competition  with  the  exchange  banks  ? 
— Tes. 

8319.  And  the  exchange  banks,  I  suppose,  would 
'  object,  because  the  Presidency  Banks  are  subsidised 

banks,  and  therefore  the  exchange  banks  would  not 
have  fair  play  ? — I  presume  the  exchange  banks  might 
object. 

8320.  I  gather  that  you  are  in  favour  of  a  mint  in 
India  ? — I  am  in  favour  of  it. 

8321.  Not  for  any  practical  advantage  that  might 
arise  from  it,  but  in  order  to  satisfy  the  sentiment  of 
the  people  ? — And  I  can  see  that  theoretically  and  pos- 
sibly practically  there  might  be  certain  advantages.  I 
would  like  the  experiment  of  a  mint  to  be  tried. 

8322.  Ton  do  not  mind  spending  a  certain  amount 
of  money,  and  afterwards  scrapping  the  machinery, 
for  the  sentiment  of  the  people  ? — I  am  afraid  we  should 
have  to  undertake  the  necessary  expenditui'e  in  that 
case. 

8323.  Which  coin  do  yovi  prefer  ? — I  should  prefer 
the  sovereign. 

8324.  Not  the  10-rupee  piece  ? — No. 

8325.  Ton  say  in  your  memorandum  that  you  are 
in  favour  of  exchange  at  Is.  4d.  ? — Tes. 

8326.  Let  us  take  this  instance ;  Austi-alia  remits 
gold  as  merchandise  because  it  has  gold  mines,  and 
South  Africa  also  remits  gold  as  merchandise.  The 
value  of  a  sovereign  in  London  is  a  sovereign  and 
nothing  more,  and  the  remitters  have  to  pay  freight, 
insurance,  interest  and  comjnission  ? — Tes,  tluit  is  so. 


8327.  So  it  would  be  an  advantage,  instead  of 
sending  the  sovereigns  here,  to  send  the  sovereigns  at 
the  same  rates  to  India,  because  they  would  have 
24  days  less  interest  to  pay ;  you  could,  for  instance, 
have  sovereigns  in  India  from  Fremantle  in  11  days, 
whereas  it  would  take  35  days  to  send  them  to  London  ? 
— Sovereigns  do  come  very  largely  from  Australia  to 
India. 

8328.  Suppose  the  Secretary  of  State  were  not  to 
sell  bills  up  to  September,  and  the  banks  satisfied  their 
needs  in  India  by  Australian  sovereigns,  what  would 
happen  thenP — The  amount  of  the  Australian  sove- 
reigns available  varies  very  much  from  year  to  year. 

8329.  I  know  that  in  six  months  two  years  ago 
they  sent  about  11  or  12  millions  of  sovereigns  ? — iSe 
figure  was  very  large  the  year  before  last. 

8330.  In  that  year  the  Secretary  of  State  did  not 
sell,  say,  until  October  under  1«.  M.,  and  at  the  end  of 
September  the  Secretary  of  State  found  the  conditions 
of  India  were  famine  conditions.  The  Secretary  of 
State  had  not  taken  advantage  of  the  market  rate,  and 
he  was  short  of  funds  to  the  amount  of  17  millions.  Ig 
it  a  good  policy  if  you  stick  to  the  Is.  4d.  ? — I  did 
not  entirely  understand  your  question  (i.e.,  8325).  I 
assumed  that  when  you  aeked  me  whether  I  approved 
of  the  fixing  of  exchange  at  Is.  4d.,  you  meant 
whether  I  approved  generally  of  the  fixing  of  the 
mpee  at  1«.  4d,  ? 

8331.  It  is  just  the  same.  The  Secretary  of  State 
must  sell  at  exchange  value,  that  is  to  say,  at  par 
value,  to  and  fro,  and  not  stick  out  for  Is.  4(i.  at  any 
timeP — I  agree.  I  must  apologise  for  having  mis- 
understood your  question.  I  though^  you  were  asking 
me  generally  if  I  agi-eed  with  the  policy  of  fixing  the 
rupee  under  the  gold  standard  system  at  Is.  id,,  and  I 
did  not  understand  that  you  were  referring  to  this 
other  point. 

8332.  Ton  would  agree  that  the  Secretary  of  State 
must  meet  the  market  ? — I  quite  agree  with  that. 

8333.  Do  you  know  that  the  Currency  Depart- 
ment refused  to  give  sovereigns  from  1908  to  1911, 
and  that  they  did  not  resume  giving  sovereigns  till 
1911  ? — It  was  either  the  end  of  1910  or  the  beginning 
ofl9n.  ^ 

8334.  Did  it  create  a  mistrust  of  the  currency 
because  sovereigns  were  not  given  against  rupees ;  do 
you  know  of  any  dissatisfaction  in  India  about  that  ? — 
"  Dissatisfaction  "  is  rather  a  difficult  word  to  apply,  I 
think,  to  the  position.  I  think  I  have  seen  the  weak- 
ness of  the  Grovemment's  position  criticised  in  that  they 
were  not  able  to  meet  any  demand  for  sovereigns. 

8335.  I  do  not  remember  seeing  anywhere  in  the 
newspapers  the  Government's  position  being  criticised  P 
— ^I  cannot  remember  definitely  at  this  date,  but  I 
think  I  am  correct  in  stating  that  some  of  the  banks 
addressed  Government  on  the  'subject.  Government 
a,t  that  time,  when  their  resei-ves  were  not  so  fuU, 
limited  the  amount  they  gave  out  to  parcels  of  10,000 
sovereigns. 

8336.  The  Exchange  Banks  did  complain  when  the 
Government  put  the  value  down  to  Is.  Si-^d.,  and  they 
petitioned  the  Secretary  of  State  here,  but  so  soon  as 
the  par  of  exchange  rose  to  Is.  3ffd.,  I  think  the 
complaint  ceased,  and  that  the  stopping  the  giving  of 
sovereigns  was  subsequent  to  that  complaint  ?— I  can- 
not cite  any  particular  newspaper  at  the  present 
moment,  but  I  have  certainly  been  under  the  im- 
pression that  the  Government's  position  in  having  no 
sovereigns  in  India  has  been  criticised  as  being  a 
position  of  weakness. 

8337.  Do  you  not  remember  a  newspaper  criticising 
the  position  which  the  Secretary  of  State  and  the 
Government  of  India  created  by  breaking  the  par  of 
exchange  ?  I  know  that  criticism  was  very  serious  and 
very  severe,  but  I  do  not  remember  between  1908  and 
the  end  of  1910,  or  the  beginning  of  1911,  any  criticism 
or  compkmt  for  refusing  sovereigns  against  the  tender 
ot  rupees,  because  Government  had  a  statutory  power 
to  refuse  ?— I  am  under  the  impression  that  criticisms 
were  made. 

8338.  But  the  Government  had  statutory  power  to 
refuse  to  give  sovereigns  ?— They  have  always  retained 
that  power. 
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8339.  If  the  Government  were  to  commence  to 
refuse  giving  soverefgns  now,  notwithstanding  having 
them  in  the  Currency  Reserve,  I  think  we  may  infer 
from  that  that  there  would  he  something  like  two 
years  during  which  there  would  not  be  any  complaint, 
and  that  the  people  would  get  accustomed  to  these 
large  reserves,  as  being  the  intention  of  the  G-ovem- 
ment? — I  really  do  not  know  whether  people  would 
get  aoousto]]Sed  to  seeing  these  lai-ge  reserves  of  gold 
or  not.  I  am  afraid  that  the  action  of  the  Government 
in  holding  large  resei-ves  of  gold  and  failing  to  give  it 
out  when  required,  wotdd  meet  with  criticism. 

8340.  If  the  people  became  aware  of  the  intention 
of  the  Government  to  make  as  large  a  gold  reserve  as 
possible  for  the  benefit  of  exchange,  I  do  not  think 
there  would  be  much  complaint  ?— It  is  possible  that 
the  complaint  might  not  be  very 

8341.  Serious  ? — Noisy,  I  would  say. 

8342.  They  are  accustomed  in  France  not  to  com- 
plain, but  to  take  5-franc  pieces  for  all  debts  P — It  is 
an  inconvenience,  though,  that  you  can  only  claim 
5-franc  pieces  when  you  are  travelling  on  the  Con- 
tinent. 

8343.  Would  not  the  people  get  accustomed,  like 
the  French  people,  to  use  silver? — I  did  not  get 
accustomed  to  it. 

8344.  Would  it  not  be  better  that  the  Government 
should  keep  the  gold,  when  they  know  that  it  is  not  to 
the  people's  disadvantage,  rather  than  that  it  should  be 
the  custom  that  the  people  should  receive  sovereigns, 
and  then  that  should  be  stopped  all  of  a  sudden  ? — My 
position  is  that  the  Government  reserves  should  be 
sufficiently  strong,  so  that  it  would  not  be  necessary 
for  them  to  stop  all  of  a  sudden. 

8345.  (Sir  James  Begbie.)  You  have  told  us  that 
the  standard  of  India  is  nominally  a  gold  one  ? — Yes. 

8346.  In  paragraph  26  of  your  Memorandum  (page 
586),  you  have  discussed  the  question  of  the  exchange 
standard ;  is  it  your  suggestion  that  the  cuiTency  of 
India  is  being  conducted  on  the  lines  of  an  exchange 
standard  ? — It  has  been  conducted  largely  on  the  lines 
of  an  exchange  standard,  I  think,  inasmuch  as  Govern- 
ment has  now  practically  undertaken  to  maintain 
exchange  by  the  sale  of  sterling  biUs  on  London,  when 
exchange  falls  to  Is.  3f f d.  My  own  view,  as  I  think 
I  have  already  stated,  is  that  Government  should  also 
be  prepared  to  meet  demands  on  it  for  gold.  That  is 
not  a  necessary  concomitant  of  an  exchange  standard. 

8347.  So  far  as  I  understand  you,  the  present 
system  is  an  exchange  standard  in  its  working  ? — 
The  means  adopted  by  Government  to  support  exchange 
have  been,  and  must,  I  think,  necessarily  continue  to 
be,  those  which  would  be  necessary  to  work  an 
exchange  standard. 

8348.  I  want  to  see  how  far  that  applies  to  the 
Indian  system.  You  explain  this  exchange  standard 
to  mean  that  the  local  currency  is  not  necessarily 
redeemable  in  gold,  but  that  it  is  kept  near  a  fixed 
par  with  gold,  by  control  by  Government  of  the  foreign 
exchanges.  Do  you  mean  that  the  control  is  exercised 
by  the  sale  of  bills  ? — Yes,  that  is  what  it  comes  to. 

8349.  When  you  say  the  scheme  is  to  keep  the  local 
cui'rency  near  a  fixed  par  of  gold,  do  you  mean  a 
fraction  above  or  a  fraction  below  par  ? — I  mean  within 
the  gold  point  on  one  side  or  the  other. 

8350.  The  local  currency  you  refer  to  would,'  I 
presume,  include  the  note  issue  in  India  ? — As  a  matter 
of  practice  I  suppose  that  must  be  included.  Though 
the  exchange  standard  is  concerned  primarily  with  the 
rapes  currency,  the  Govei-nment  is,  of  course,  equally 
committed  in  respect  of  the  paper  currency. 

8351.  You  have  already  said  that  Government 
should  have  the  option  of  redemption  in  either 
sovereigns  or  rupees  ? — Yes. 

8352.  Owing  to  the  great  increase  in  the  note 
circulation,  a  considerable  portion  of  the  coin  reserve 
is  now  held  in  sovereigns  in  the  Paper  Currency 
Department,  is  it  not  ? — Yes. 

8353.  I  think  you  have  already  told  us  also,  that 
the  gold  held  in  the  Paper  Currency  Department  is 
the  most  satisfactory  gold  reserve  held  by  Government 
from  a  currency  point  of  view  ? — I  do  not  know  that 
I  made  that  statement.     What  I  intended  to   state 
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was  that,  provided  Government  holds  a  sufficient 
reserve  of  gold  in  India,  I  do  not  regard  it  as  very 
material  whether  they  hold  a  separate  branch  of  the 
Gold  Standard  Reserve  there,  or  whether  they  hold 
the  whole  amount  which  is  necessary  for  then-  purposes 
in  the  Paper  Currency  Reserve. 

8354.  The  point  I  wanted  to  bring  out  was  that  in 
the  case  of  the  Gold  Standard  Reserve  there  is  only 
one-third  of  the  currency  saved  in  the  form  of  gold 
reserves  ? — That  is  so. 

8355.  But  in  the  case  of  the  Paper  Currency 
Reserve  you  get  the  whole  of  the  gold  saved  ? — Yes, 

8356.  Would  you  say  that  these  gold  reserves  in 
the  Paper  Currency  Department  have  been  accumulated 
by  the  Government  controlling  the  foreign  exchanges  ? 
— They  have  accumulated  as  the  result  of  the  action  of 
the  Secretary  of  State  in  limiting  his  Council  bills  to 
a  certain  extent,  but  I  do  not  know  that  it  could  be 
said  that  the  Secretary  of  State's  action  in  limiting 
his  biUs  was  a  control  of  the  foreign  exchanges. 

8357.  For  the  time  being  he  has  ceased  to  control 
foreign  exchanges  ? — -That  is  a  matter  of  definition,  I 
think. 

8358.  At  any  rate,  so  far  as  this  reserve  is  con- 
cerned, the  gold  which  has  come  in  must  have  been 
imported  at  gold  import  point  j* — If  gold  comes  in  from 
England  it  must  come  in  at  the  gold  import  point ; 
but  gold  may  come  in  from  Australia,  I  imagine,  below 
that. 

8359.  But  still  at  a  gold  point  ? — That  is  a  gold 
point,  but  it  is  not  what  is  commonly  called  the  gold 
point.  In  India  we  generally  mean,  when  we  speak  of 
the  gold  point,  the  gold  point  with  reference  to 
London. 

8360.  In  the  case  of  that  portion  of  the  Paper 
Currency  Reserve  held  in  London,  that  would  not 
necessarily  have  been  laid  down  at  the  gold  import 
point ;  it  might  have  been  provided  by  the  sale  of  bills 
at  a  lower  rate  ? — Yes. 

8361.  Now  I  come  to  the  local  curi'ency  consisting 
of  rupees.  We  have  had  evidence  that  additions  have 
been  made  to  the  silver  currency  by  sales  of  bills  at 
rates  below  the  inward  specie  point  of  exchange  ;  do 
you  approve  of  that  procedure  ? — At  rates  below  the 
specie  point?  For  the  purpose  of  clearness  may  I 
speak  of  the  specie  point  with  reference  to  London. 

8362.  You  may  take  it  so  ? — Then  my  answer  is. 
Yes. 

8363.  Does  it  not  mean  that  India  is  called  upon  to 
absorb  more  metallic  currency  before  an  addition  to 
the  currency  is  due  ? — I  do  not  think  that  follows.  The 
position  appears  to  me  to  be  that  if  those  bills  had  not 
been  sold,  gold  would  have  come  in  from  Australia 
below  what  we  call  our  specie  point  with  reference  to 
London,  and  would  have  been  presented  at  the 
Treasuries  in  demand  for  rupees  and  would  have  Jain 
in  the  Government  balances  in  India. 

8364.  In  the  case  of  the  sales  of  bills  below  the 
lowest  gold  specie  point,  that  would  be  adding  to  the 
currency  before  an  addition  to  the  currency  was  due, 
would  it  not  ? — ^I  do  not  know  that  that  necessarily 
follows.  Do  you  mean  if  the  Secretary  of  State  sells 
bills  below  Is.  3||c?.  ? 

8365.  If  he  sells  bills  below  the  cheapest  inward 
specie  point.  Supposing  Australia  can  import  specie 
into  India  at  Is.  4J5CZ.,  then  if  you  sell  bills  on  London 
below  that  point,  does  that  not  encourage  an  addition 
to  the  currency  before  it  is  due  ? — ^I  do  not  think  that 
it  need  necessarily  do  so.  Certain  remittances  would 
have  to  be  made  by  trade  to  India,  and  if  it  is  not 
possible  to  make  those  remittances  in  the  form  of 
Council  Bills,  they  will  come  out  in  some  other  form, 
and  those  remittances  will  require  currency  to  enable 
the  transactions  to  which  they  relate  to  be  completed. 

8366.  Under  the  regulations  now  existing,  is  it  not 
the  case  that  the  cun-ency  can  be  automatically  in- 
creased only  by  the  importation  of  sovereigns  ?— 
Automatically  ? 

8367.  That  is,  the  only  way  by  which  you  can  have 
an  automatic  addition  to  the  currency  of  India  is  by 
the  importation  of  sovereigns ;  is  that  not  so  ? — I  find 
it  i-ather  difficult  to  answer  that  question,  because  again 
I  have  a  difficulty  of  definition.     I  do  not  want  to.  ask 
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you  a  question,  but  if  you  do  not  mind,  may  I  ask  this : 
Would  you  call  it  an  automatic  increase  if  a  bank 
buys  Councils  from  tbe  Secretaiy  of  State  and  obtains 
inipees,  and  it  is  necessary,  in  order  to  supply  the  trade 
demand  for  rupees  occurring  in  that  way,  to  make 
purchases  of  fresh  silver  ? 

{Mr.  Keynes.)  Would  you  accept,  instead  of  the 
word  "  automatic,"  "  legally  enforceable  "  ? 

8368.  (Sir  James  Beghie.)  No,  I  want  to  get 
"  automatic  "  in. — If  the  purchase  of  bills  necessitates 
the  purchase  of  silver  by  Government 

8369.  That  would  be  an  addition,  would  it  not  ? — 
Would  it  be  an  automatic  addition  ? 

8370.  It  would  not  be  automatic  unless  it  were 
made  at  the  gold  specie  point.  The  only  way  imder 
the  present  regulations  by  which  the  currency  of 
India  can  be  added  to,  as  I  understand,  is  by  someone 
impoi'ting  sovereigns ;  I  do  not  know  of  any  other 
way  in  which  the  cun-ency  can  be  increased. — I  should 
have  held  that  it  could  be  increased 

8371.  Automatically,  I  mean  ? — I  can  state  another 
method  by  which  it  can  be  increased.  I  do  not  know 
whether  I  should  call  it  automatic,  or  whether  I  should 
not  call  it  automatic.  It  is  to  me  rather  a  nice  matter 
of  definition. 

8372.  Let  us  turn  ip  another  aspect  of  the  same 
question.  Are  you  familiar  with  the  circumstances 
under  which  the  decision  was  come  to  last  year  to 
undertake  fresh  coinage  of  silver  ? — Tes,  I  am  more  or 
less  familiar. 

8373.  The  position  then  was,  was  it  not,  that  there 
had  been  very  large  imports  of  sovereigns,  and  there 
were  very  large  quantities  of  sovereigns  held  in 
reserve,  but  the  silver  reserve  had  fallen  to  a  low 
point  ? — ^It  had  fallen  to  a  very  low  point  by  the 
middle  or  end  of  April,  I  think. 

8374.  And  the  Government  considered  it  necessary 
to  re-enforce  the  silver  reserve .'' — Tes. 

8375.  What  was  wanted  at  that  time  was  a 
substitution  of  silver  currency  for  the  gold  in  the 
Reserve  ? — For  a  portion  of  it. 

8376.  I  would  ask  you  whether  you  are  aware  that 
the  procedure  followed  was  to  sell  Council  Bills,  and  to 
lay  down  money  to  buy  the  silver  ? — I  think  that  was 
the  case,  but  I  rather  fancy  that  the  money  was  origi- 
nally taken  from  Treasury  balances,  and  remittances 
adjusting  the  transaction  were  made.  It  was  after 
I  left  India  on  leave,  and  I  am  not  certain  about  that. 

8377.  Supposing  that  the  money  was  laid  down  in 
London  by  the  sale  of  Council  Bills,  would  not  the 
effect  be  an  addition  to  the  total  currency  in  India  ? — 
The  effect  must  necessarily  be  an  addition  to  the  total 
currency  in  India  in  that  case. 

8378.  India  had,  in  consequence,  to  carry  more 
metallic  currency  than  was  really  necessary  at  the  time, 
that  is,  she  was  obliged  to  absorb  more  than  was 
necessary  at  the  time  ? — In  case  she  had  used  the 
gold,  that  would  have  been  equivalent '  to  an  addition 
to  the  metallic  currency,  if  the  gold  had  been  taken 
from  the  Government  reserves  against  the  sales  of 
Council  Bills. 

8379.  I  am  taking  it  that  the  gold  was  not  used  to 
buy  silver,  but  the  silver  was  bought  by  the  proceeds 
of  Council  Bills,  and  therefore  the  new  currency  was 
an  addition  to  the  currency  of  India.  Do  you  follow 
that  ? — I  do  follow  it,  but  I  do  not  quite  understand 
your  conclusion.  It  appears  to  me  that  if  the  public, 
which  I  understand  is  your  point,  had  been  equally 
willing  to  take  gold  as  to  take  silver  in  satisfaction  of 
the  Council  BiUs  that  were  sold,  the  gold  would  have 
passed  into  circulation,  and  that  would  have  been  an 
addition  to  the  cmTency.  I  do  not  understand  why 
there  should  be  an  addition  to  the  currency  if  rupees 
are  passed  into  circulation,  when  there  would  be  no 
addition  to  the  currency  if  sovereigns  are  passed  into 
circulation,  against  the  sale  of  Council  Bills.  That  is 
the  point  I  am  not  quite  clear  about.  Perhaps  I  have 
not  quite  understood  your  question. 

8380.  The  question  was  simply  this :  If  the  Govern- 
ment had  used  gold  from  their  resex-ves  last  year  to 
buy  silver  for  the  purchase  of  coinage,  would  that  have 
been  an  addition  to  the  total  currency  of  India  ? — 
When  the  silver  passed  into  circulation  ? 


8381.  Apart  from  circulation;  my  question  relates  to 
the  total  currency  of  India,  which  includes  both  the  cur- 
rency in  the  reaei-ves  and  the  cii-culation.  If  you  part 
with  gold  and  buy  silver,  it  means,  does  it  not,  that  the 
total  amoimt  of  the  currency  remains  the  same,  except 
that  you  have  got  more  silver  and  a  little  less  gold?  The 
point  I  wanted  to  get  at  was  this  :  If  Government  is  to 
control  foreign  exchanges,  it  is  a  very  important  point 
at  what  stage  they  should  intervene  with  the  foreign 
exchange ;  would  you  agree  to  that  ? — Yes. 

8382.  {Mr.  Gillan.)  I  will  first  refer  to  the  matter 
of  the  change  of  the  budget  date,  about  which  the 
Chairman  questioned  you.  I  think  your  attitude  there 
was  that  considerable  advantages  possibly  could  be 
gained,  but  the  fact  was  that  the  question  would  have 
to  be  veiy  carefully  considered  ? — Yes. 

8383.  As  far  as  you  can  see,  do  you  anticipate  any 
practical  difficidties .'' — So  far  as  I  can  see,  I  cannot 
think  of  any,  except,  of  course,  the  additional  labour  of 
preparing  an  extra  intermediate  budget. 

8384.  The  difficulty  of  the  ti-ansition  period,  in 
fact  ?— Tes. 

8385.  In  any  case,  would  you  agree  that  even  if 
there  are  some  difficulties  to  be  overcome,  the  advan- 
tages of  getting  a  date  which  would  give  more  certainty 
to  the  estimates  of  the  Government  of  India  would  be 
so  large  as  to  make  it  worth  while  to  overtake  those 
difficulties  if  any  method  of  dealing  with  them  were 
found  possible  ? — Yes 

8386.  I  ask  yon  that  as  an  officer  who  has  been 
practically  concerned  in  dealing  with  the  budget,  and 
knows  what  difficulties  we  have  at  the  present  date 
which  is  fixed  for  the  budget  period  ? — Yes,  there  are 
difficulties  now.  I  think  that  the  exact  date  adopted 
would  require  very  carefvil  consideration,  whether, 
say,  the  1st  October  or  the  1st  September,  or  the 
1st  November.  I  think  that  point  would  have  to  be 
considered  before  coming  to  any  decision.  Generally 
speaking,  it  certainly  seems  to  give  us  a  better  oppor- 
tmiity  of  more  accurate  budgetting  than  the  present 
date  does. 

8387.  In  paragraph  25  of  your  memorandum  on 
page  584,  you  say,  "  The  sovereign  is  in  fact,  in  my 
opinion,  a  suitable  coin  for  India  generally."  I  want 
to  ask  you  for  what  particular  pui-poses  is  it  suitable  ? 
I  suppose  you  would  agree  that  the  great  number  of 
payments  that  Indians  have  to  make  are  of  very  small 
amounts  with  the  great  bulk  of  the  population  ? — 
Yes. 

8388.  Have  you  any  knowledge  of  the  amounts 
that  they  have  to  pay,  even  in  what  one  would  consider 
a  larger  payment,  that  is  to  say,  in  the  matter  of  rent  ? 
— Do  you  mean  the  total  rent  payable  in  India  during 
a  year. 

8389.  No,  the  ordinary  rent  payable  by  an  individual. 
Would  it  amount  ordinarily  to  15  rupees  for  six  months 
in  the  case  of  the  small  cultivator  ? — ^I  think  not ;  but 
it  is  so  long  since  I  have  been  in  a  district  now  that  I 
would  not  like  to  make  any  definite  statement. 

8390.  It  has  been  suggested  that  except  in  cei-tain 
parts  of  India,  where  the  people  are  better  off  and  have 
larger  rents  to  pay,  as  in  the  Punjab,  for  instance,  it 
is  possible  that  the  sovereign  is  not  so  useful  for  pay- 
ments as  it  is  for  hoarding.  Would  that  be  your  im- 
pression ?  If  a  man  has  both  gold  and  silver  in  his 
possession  and  most  of  his  payments  are  in  small 
amounts,  much  less  than  a  sovereign,  and  he  has  to 
consider  which  he  is  going  to  put  in  his  savings 
and  which  he  is  going  to  use  for  ibis  ordinary 
day-to-day  payments,  it  has  been  suggested  that  he 
would  use  the  silver  and  keep  the  gold  ? — I  can  best 
illustrate  the  kind  of  case  in  which  a  sovereign  might 
be  used  by  referring  to  the  class  of  transactions  that 
occur  in  the  districts  that  I  know,  that  is,  in  the  jute 
districts.  The  payments  made  not  only  to  the  inter- 
mediaries but  to  the  cultivators,  are,  I  should  think, 
very  large.  The  boat  bringing  jute  down  to  the  head- 
quarters of  the  district  can  have  600  or  700  rupees 
worth  of  jute  on  board.  That  may  be  shared  by  two 
or  three  men,  but  still  the  payments  to  each  of  these 
men  must  be  large.  Though  he  may  be  financed  by  the 
mahajan,  the  ordinary  cultivator  at  the  end  of  the 
jute  season  is  frequently  able  to  incur  a  considerable 
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amount  of  expenditsre,  for  instance,  in  buying  corru- 
gated iron  roofing.  Nearly  all  the  houses  in  eastern 
Bengal  are  roofed  with  corrugated  iron  now  since  jute 
has  done  so  much  for  them.  I  suppose  a  sovereign 
would  come  into  transactions  of  that  kind. 

8391.  These  jute  tenants  are  able  to  pay  more  than 
15  rupees  in  rent ;  I  am ,  not  sure  that  you  are  not 
considering  rather  a  larger  kind  of  man  than  I  am 
tjiinking  of  ?: — The  people  in  the  districts  witli  which 
I  am  acquainted  with  are. probably  among  the  better-ofE 
cultivators. 

8392.  {Chairman.)  In  a  case  of  that  kind  has  gold 
any  advantage  over  notes  ? — No,  I  do  not  think  it  has. 

8393.  Would  the  notes  be  acceptable  to  the  culti- 
vators who  send  in  the  jute  ? — -It  is  a  very  curious  fact 
that  the  cultivators  in  Eastern  Bengal  prefer  silver 
rupees  to  anything  else,  and  they  do  not  care  about 
gold  or  notes.  The  value  of  the  jute  crop,  I  think,  was 
estimated  a  few  years  ago  at  something  like  40  crores, 
wiich  is  26  or  27  millions  sterling.  There  is  always  an 
enonnous  outgoing  of  rupees  at  the  time  when  the 
crop  comes  on  the  market,  and  it  takes  a  very  long 
time  for  those  rupees  to  come  back  again.  "What 
happens  to  them  I  do  not  think  anybody  has  ever  yet 
fomid  out. 

8394.  (Mr.  Oillan.)  The  point  I  was  going  to  put 
was  that  in  those  parts  of  India  where  you  have  pay- 
ments on  a  very  small  scale,  it  is  conceivable  that  a 
10-rupee  gold  coin  would  be  more  useful  than  a, 
sovereign,  that  is,  if  the  ordinary  payments  are  very 
small.  ? — Certainly. 

...  8395.  In  the  same  paragraph  to  which  I  have 
referred,  paragraph  25,  page  585,  you  suggest  that  "  it  is 
"  possible  that  a  10-rupee  piece  might  compete  with  the 
"  10-rupee  note  to  a  greater  extent  than  the  sovereign 
"  does."  That  result  would  follow  only,  would  it  not. 
if  the  10-rupee  coin  were  found  to  be  more  convenient 
than  a  15-rupee  coin  ? — ^I  meant  the  10-rupee  pieces 
might  be  siiitable  for  smaller  transactions  than  the 
sovereign  would. 

8396.  Unless  a  convenience  were  found  in  fact  in 
the  10-rupee  coin  which  the  sovereign  does-  not  serve, 
it  would  not  compete  to  any  large  extent  with  the  note  ? 
-^That  is  so.       • 

8397.  That  leads  up  to  the  question  of  the  gold 
mint.  I  do  not  know  if  you  would  say  that  the  mint, 
if  started,  is  likely  to  be  scrapped  within  a  few  years  ? 
— ;I  should  not  think  there  was  any  prospect  of  that  at 
all.  When  using  the  word  "  experimental "  I  did  not 
mean  to  say- that  it  was  to  be  put  up  and  scrapped  in  a 
few  years.  T  meant  that  the  mint  should  be  opened 
with  the  ■  object  of  meeting  any  demand  that  might 
occur.  II  I      , 

8398.  At  any  rate,  if,  it  was  said  that  a  gold  mint, 
if  openesd,  win  certainly  be  scrapped  in  a  few  years, 
you  would  perhaps  agree  that  that  involyes  a  certain 
amount  of  assumption  P^ — Xes.  ... 

,  8399.  At  the  end  of  that  paragraph  to  which  I 
have  just  .referred,, you,  in  dealiijg  with., the  gold.,  mint, 
poiut  put  that  gold  "  is  now  the  standard  metal  of  the 
;^Indian  currency  ", and  tli^t  "gold,  bullion  in  India 
"  can  only  be  converted  into  legal,  tender  ciirrency  in 
"  India  by  being  sent  to.  Bngla.nd  (or  Austji^lia),  and 
",  there  coined  into  sovereigns  "  (page  585)  P — That  is  so. 
84P0'.  Ton  refer  tP  that  as  an  anqmaly  ?-;-Tes,  I  ^o. 

8401.  That  anomaly  is,  to  a  certain  extent,  is  it 
not,  a  support  to  the  sentiment  to  which  you  have 
referred  in  favour  of  a  gold  mint  P — ^Tes. 

8402.  With  regard  to  the  Paper  Currency  Reserve, 
there  is  only  one  question  I  wish  to  ask  you,  and  that  is 
about  paragraph  43  on  page  590.  Ton  are  there  dealing 
with  the  form  of  the  investment  in  the  case  of  the  paper 
currency,  and  you  say  that  "  when  investments  were 
"  made  in  sterling  securities  the  gold  position  of  the 
"  Government  was  very  much  weaker  than  it  is  now, 
"  and  it  was  desired  to  strengthen  it.  Circumstances 
"  have  now  changed,"  and  that  sidd  of  the  Government 
of  Indip-'s  defences  "  should  be  secure."  Is  that  not 
rather  regarding  the  Paper  Cui-rency  Resei-ve  from  the 
point  of  view  of  the  support  of  exchange  purely  ? — 
Tes,  it  does  seem  to  be. 

8403.  Would  it  not  be  better  to  say  that  the  first, 
is  in  fact,  we  may  ahnost  say  the  only,  point  to  be 


considered  in  dealing  with  the  Paper  Cui-rency  Reserve 
is  the  question  of  convertibility,  the  securing  of  abso- 
lute security  for  the  encashment  of  notes  ?  Would 
you  agree  with  that  P — Tes,  I  should  agree  with  that. 

8404.  From  that  point  of  view,  it  possibly  will  be 
better  io  mix  your  securities  a  little,  and  not  to  keep 
them  all  in  one  basket? — I  think  that  is  what  I 
intended  to  say. 

8405.  That  was  not  clear  to  me  ? — I  intended  to 
imply  that  as  well,  though  I  think  that  at  the  time  the 
other  aspect  of  the  case,  the  exchange  aspect  of  the 
case,  did  enter  into  consideration  as  far  as  I  remember. 
My  idea  in  making  the  suggestion  was  that  we  should 
not  put  all  our  eggs  into  one  basket. 

8406.  Now  1  want  to  put  a  few  questions  about 
railway  finance.  The  suggestion  has  been  made  that 
we  should  have  in  advance  a  railway  programme  for  a 
certain  nuruber  of  years.  The  first  point  I  would  like 
to  make  clear  in  connection  with  your  knowledge,  is 
that  this  is  a  question  which,  as  a  matter  of  fact,  has 
been  very  carefully  considered  from  time  to  time  by 
the  Government  of  India  and  the  Secretary  of  State  P 
— It  has  been  very  carefully  considered,  and  the 
Mackay  Committee,*  I  think,  went  over  the  question 
again.  I  think  it  has  always  been  found  to  be 
impracticable. 

8407.  There  was,  as  a  matter  of  fact,  at  one  time, 
a  three  years'  programme  in  force,  was  there  not  ? — 
That  was  always  subject  to  the  qualification,  I  think, 
that  in  the  event  of  any  calamity  such  as  famine  or 
war,  it  might  be  necessary  in  the  later  years  of  the 
programme  to  reconsider  the  provisional  allotments. 

8408.  I  will  come  to  that.  There  was  a  three  years' 
programme  which  you  describe  as  being  more  or  less 
a  nominal  one  ? — Tes,  or  provisional. 

8409.  It  was  dropped,  or  rather,  it  was  discon- 
tinued, because  it  was  found  to  be  of  no  great  practical 
importance? — ^It  was  discontiniied,  I  think,  under  the 
Secretary  of  State's  instructions  so  far  as  I  recollect. 

8410..  There  are  difficulties,  are  there  not,  when 
dealing  with  a  programme  so  much  in  advance,  that  is 
to  say,  the  Government  of  India  have  found  it  difficult 
enough  to  anticipate  what  they  are  going  to  get  in  the 
Budget  yea,r  imjiiediately  following  ? — That  is  so. 

:84}1.  .This  would  involve  their  anticipating  the 
general, financial  position  for  the  next  three  or  perhaps 
five  years  ? — Tes.  I  think  in  reply  to  Sir  Ernest  Cable 
I  efxgressed.my  opinion  .that  it  was  not  practicable. 

8412.  So  that  if  Government  undertook  this 
responsibility  of  a  three  years  or  five  years'  programme, 
they  would  have  to  harden  their  hearts  and  say  that 
jiiey  would  find  a  certain  sum  of  money  whether  there 
was  famine  or  war  or  an  unfavourable  aspect  of  the 
London  money  market,  or  whatever  happened  i'^That 

is  so. 

8413.  Withojrt  some  undertaking  of  that  kind,  the 
programme  would  be  found  ineffective  P — ^I  think  that 
is  the  case ;  in  fact,, I  meant  to  express  that  view  when 
I  said  that  in  order  to  have  any  guarantee  of  main- 
taining tbe  progi-amme  you  would  have  to  maintain 
some  railway  fund. 

8414.  About  this  question  of  the  lapses ;  in  the 
same  way  I  should  like  first  to  make  it  clear,  if  you 
happen  to  know  about  it,  that  that  again  is  a  question 
wMch  has  been  very  carefuUy  considered  ? — I  think  it 
has  been  considered  several  times,  and  views  have  been 
expressed  on  both  sides  very  strongly. 

8415.  Do  you  happen  to  know,  for  instance,  whether 
it  was  considered  by  the  Mackay  Committee  P — I  think 
it  was.f 

8416.  Ton  do  not  remember  what  they  said  about 
it  ? — 1  do  not  remember  the  exact  statement  they  made 
about  it. 

8417.  I  think  you  express  yom-self  as  being  in  favour 
of  some  re-aUotment  of  the  lapses  ? — Tes.  I  would 
like  the  question  to  be  re-opened,  at  any  rate. 

8418.  Suppose  you  have  given  the  railways  this 
year  12  millions  and  next  Autumn  when  you  come  to 
a  revision  of  your  budget  arrangements,  the  railways 
tell  you  that  they  will  not  be  able  to  spend  12  millions, 
but  they  will  spend  11  Tnillions  ;  you  do  not  mean,  do 

*  Cd.  4111,  page  10,  paragraph  7. 
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you,  that  that  iniUion  of  a  lapse  should  necessarily  and 
automatically  be  re-aUotted  to  the  railways  for  1914-5  ? 
— I  am  not  under  the  impression  that  the  railways 
would  be  getting  more  money,  which  I  believe  a  lot  of 
people  understand  will  be  the  case,  or  that  this  is  implied 
by  the  re-allotment  of  lapses.  If  it  is  found  at  the 
end  of  1911-12,  say,  that  a  milUon  is  going  to  lapse, 
and  that  it  is  going  to  be  re-aUotted,  the  railways  will 
get  a  million  less  from  some  other  source,  but  they 
will  know  that  they  have  got  that  million  and  that  that 
money  is  earmarked  for  the  particular  expenditure  or 
liability  for  which  it  was  originally  granted.  The 
great  difficulty  with  many  of  the  railway  companies,  I 
believe,  is  that  at  the  end  of  the  year — I  am  speaking 
of  individual  companies  now  and  not  of  the  railways  as 
a  whole — they  have  got  large  stores  ordered,  and  they 
have  got  the  money  to  pay  for  them,  but  they  find 
that  their  stores  are  not  delivered,  and  so  their  grant 
lapses.  They  have  also  got  their  programme  made 
up  for  the  next  year  and  an  allotment  for  that,  and  on 
the  top  of  this  they  have  got  to  pay  their  half -million 
for  the  railway  wagons  ordered  in  the  previous  year, 
and  so  they  have  got  to  distxu-b  all  their  provisional 
allotment  which  they  have  made  for  the  forthcoming 
year. 

8419.  What  appears  to  me  is  that  if  the  lapse  of 
the  one  million  is  foreseen,  the  Government  of  India 
cannot  keep  it  in  a  separate  pocket  but  it  must  go  into 
their  balances,  and  they  must  reconsider  the  division 
of  the  whole  of  their  funds  among  the  whole  of  their 
railways  ? — The  position,  as  I  take  it,  is  that  these 
lapses  are  not  always  foreseen.  The  railway  lapses 
as  estimated  have,  I  believe,  on  more  than  one 
occasion  been  very  much  less  than  they  have  proved 
to  be  when  the  final  estimates  were  made  up. 

8420.  That  is  precisely  the  point  I  was  trying  to 
put.  Will  you  distinguish  between  a  loreseen  lapse 
and  an  unforeseen  lapse  ? — A  foreseen  lapse  is  taken 
into  account. 

8421.  And  must  be  necessarily  ?— And  must  neces- 
'  sarily  be  taken  into  account. 

8422.  When  you  say  that  you  are  in  favour  of  the 
re-allotment  of  lapses  do  you  mean  the  foreseen  lapses .'' 
— If  it  is  put  in  that  way  I  should,  but  I  should  much 
prefer,  if  it  were  possible,  to  make  the  railway  pro- 
gramme more  self-contained.  If  I  can  make  myself 
clear  in  the  matter,  I  mean  that  Government  should, 
in  making  their  revision  in  March  with  regard  to  the 
foreseen  lapses,  say :  We  will  not  get  this  lapse,  this  is 
allocated  to  the  railway  company  against  their  pro- 
gramme of  the  past  year,  so  we  have  not  got  this 
money  to  play  with  for  the  year  on  which  we  are  about 
to  enter. 

8423.  (Chairman.)  Tou  would,  in  fact,  carry  it  into 
a  suspense  account  ? — Yes.  The  position  would  be  the 
same  as  the  one  Mr.  Gillan  is  putting  to  me,  but  1 
should  be  inclined  to  think  that  if  any  arrangement  of 
the  kind  was  practicable,  it  should  be  put  in  a  somewhat 
different  way. 

8424.  Suppose  that  to  a  particular  railway  there 
had  been  allotted  a  certain  sum  of  money  in  the  year 
1911-12,  and  that  included  half  a  million  for  rolling 
stock,  but  owing  to  a  strike  in  this  country  or  to  other 
reasons,  the  contractor  failed  to  deliver ;  what  happens 
to  that  half  million  ?  Suppose  that  it  had  been 
planned  further  to  give  the  company  in  1912-13' one 
million,  does  the  company  then  get  a  million  and  a 
half,  or  does  it  still  only  get  one  million." — The 
company  has  to  make  the  best  terms  possible  with  the 
Railway  Board  to  increase  their  grant  if  they  can,  I 
imagine  :  but  very  often  they  may  have  to  cut  down 
some  of  their  other  expenditure  in  order  to  provide  for 
that  haK  million. 

8425.  So  it  might  happen  that,  having  got  a  plan 
of  railway  construction  for  the  coming  yeai-,  the  railway 
company  has  had  at  the  last  moment  to  halve  that 
plan  because  a  contractor  has  failed  to  deliver  supplies, 
and  so  they  could  not  be  paid  for  within  the  previous 
year  ? — That  is  what  I  have  understood  from  the  rail- 
way authorities  does  happen,  and  that  is  where  the 
pinch  really  comes — it  is  in  the  lapse  of  the  individual 
company. 


8426.  {Lord  Paber.)  Would  there  be  any  difficulty, 
in  your  view,  in  a  Railway  Board,  so  to  speak,  being 
appointed  foi-  India,  and  that  Board  laying  down  a 
policy  of  borrowing  five  years  ahead  some  millions 
every  year  in  London,  it  does  not  matter  how  many 
millions,  but  we  will  say  5  millions  ;  those  5  millions 
are  paid  over  to  the  Board  every  year,  and  the  Board 
then  have  to  consider  how  that  money  should  be  allotted 
to  the  railways  ;  then  if  a  railway  one  year  is  not  able 
to  spend  the  exact  amount  allotted  to  it,  it  gets  it  the 
next  year  ;  or  it  might  almost  go  in  the  other  direction, 
althoagh  that  is  more  difficult,  and  if  they  spend  rather 
more  in  one  year  than  is  allocated  to  them,  it  would 
come  ofE  the  next  year.  Would  there  be  any  difficulty 
in  that  if  you  get  clear  away  from  the  Indian  Budget, 
so  to  speak,  and  have  a  separate  compartment  alto- 
gether ? — That  question  generally  was  one  of  those  that 
did  come  up  before  the  Mackay  Committee.*  They 
said,t  We  will  borrow  in  London,  I  forget  whether  it 
was  7  millions  or  8  millions,  or  what  they  said,  but 
actually  the  first  year  it  was  2  millions,  then  it  was  one- 
and-a-third,  I  think,  and  the  next  year  it  was  about  a 
quarter  of  a  million,  and  so  the  scheme  broke  down  by 
its  own  weight — ^wholly  on  that  account. 

8427.  Why  did  they  change  their  policy  ? — I  think 
India  3J  per  cents.,  which  are  now  at  86,  were  at  97 
then. 

8428.  When  you  are  getting  good  retimis  as  you 
are  getting  on  the  Indian  railways  now — ^it  is  some- 
thing over  5  per  cent,  on  the  whole  of  the  railways — is 
it  the  right  policy,  in  your  opinion,  to  disregard  at  the 
moment  the  price  at  which  you  issue  the  stock,  looking 
to  the  ultimate  needs  of  the  whole  railway  system  of 
India  ?  Surely  you  would  not  postpone,  would  you, 
because  you  would  have  to  pay  a  little  more  for 
the  money  than  you  are  in  the  habit  of  paying  ? — 
I  am  not  familiar  enough  with  the  London  market 
to  know  what  would  be  the  best  coui'se  in  those 
circumstances.  It  might  be  possible,  one  would  think, 
to  borrow  money  repayable  in  instalments  over  20  years 
or  something  of  that  sort,  and  in  that  way  to  get 
better  terms.  Apparently,  conditions  have  been  fairly 
stringent  in  the  last  year  or  so.  I  should  personally 
have  liked  to  be  able  to  ensure  some  continuous  system 
of  borrowing,  but  apparently  that  has  not  been  found 
practicable.  As  to  keeping  the  railway  finance  in  a 
separate  compartment,  1  do  not  know  that  I  find  it 
possible  to  express  any  view  about  that.  Tou  have  to 
consider  what  you  would  do  in  a  bad  year.  It  is  only 
four  years  ago,  I  think,  that  the  railways  were  not 
making  both  ends  meet. 

8429.  Loose  balances  in  the  Indian  budget  are  not 
desirable.  It  is  better  to  take  a  railway  balance 
out  of  the  Indian  budget  and  earmark  it  for  the 
railways,  is  it  not  P— I  am  not  quite  certain  that  the 
Mackay  Committee  did  not  consider  that  point  of  the 
constitution  of  a  separate  railway  fund,*  but  I  think  I 
am  correct  in  stating  that  they  were  rather  doubtful 
whether  it  would  be  practicable.  It  would  be  possible 
to  employ  at  once  for  capital  expenditure  all  the 
money  which  at  that  time  they  could  look  forward  to 
bemg  able  to  raise;  I  think  that  was  rather  the 
conclusion  that  they  come  to. 

8430.  (Sir  Robert  Chalmers.)  May  I  ask  you  a 
question  as  regards  the  way  in  which  on  this  hypothesis 
you  could  borrow :  Would  you  borrow  with  reference  to 
the  amounts  that  you  have  found  would  actuaUy  come 
m  course  for  payment  and  require  an  issue  ?  Let  me 
make  it  a  little  plainer  to  you  ;  assuming  that  the  idea 
IS  that  5  miUions  wiU  be  spent— that  is  the  basis  on 
which  you  start—then  it  is  found  as  the  time  comes  for 
borrowing,  that  as  a  matter  of  fact  at  that  time  only 
4  millions  would  be  actually  needed  as  the  first  instal- 
ment would  you  not  restrict  your  borrowing  to  the 
4  miUions  that  were  actuaUy  required  as  a  matter  of 
ways  and  means  ?— I  cannot  help  returning  rather  an 
evasive  answer  to  that  question.  I  think  that  the  posi- 
tion IS  one  m  which  one  would  require  a  very  intimate 
knowledge  of  the  market. 
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8431.  Is  it  not  a  very  simple  proposition  ttat  you 
borrow  in  order  to  jfesue,  and  you  borrow  only  that 

amount  whiob  you  need  to  issue  at  the  time  ? In  oui- 

case  it  has  been  found  so  difficult  to  borrow  all  the 


money  that  we  want,  that  the  Mackay  Committee 
recommended  that  we  should  borrow  in  advance  with 
reference  to  the  position  of  the  market  at  the  time  as 
well  as  with  reference  to  our  immediate  requii-ements. 


The  witness  withdrew. 


At  the  India  Office,  Whitehall,  S.W. 


TWENTIETH  DAY. 


Wednesday,  6th  AugTist  1913. 


Present : 
The  Right  Hon.  AUSTEN  CHAMBERLAIN,  M.P.  {Chairman 

Lord  Fabeb. 

Sir  Robert  Chalmers,  K.C.B. 

Sir  Ernest  Cable. 

Sir  Shapurji  Burjorji  Broacha. 

Sir  James  Begbie. 


Mr.  Robert  Woodbttrn  Gillan,  C.S.I. 
Mr.  Henry  Neville  Gladstone. 
Mr.  John  Maynard  Keynes. 

Mr.  Basil  P.  Blackett  (Secretary). 


Mr.  Thomas  Smith  called  and  examined. 


8432.  {Chairman.)  Will  you  kindly  tell  the  Com- 
mission what  youi-  Indian  experience  has  been  ? — 1 
have  set  it  out  in  an  outUne  of  my  evidence  which  has 
probably  been  handed  to  the  Commission. 

84?3.  Tes.  I  propose  to  print  the  memorandum 
which  you  have  submitted  (see  Appendix,  No.  XXYII., 
page  612),  so  that  we  need  not  repeat  the  whole  of  it 
in  your  evidence,  but  I  would  just  like  to  have  on 
record  with  yom-  evidence  the  brief  account  you  have 
given  of  your  Indian  experience.  Tou  have  had  18 
years'  experience  ? — Tes,  18  years'  experience  in  India, 
for  17  years  of  which  I  have  been  agent  of  the  Allahabad 
Bank. 

8434.  Mainly  at  Cawnpore  and  Calcutta  ? — Mainly 
at  Cawnpore  and  Calcutta,  yes. 

8435.  How  much  of  your  time  has  been  spent  in 
Cawnpore  ? — Between  12  and  13  years,  and  4  years  in 
Calcutta. 

8436.  Tou  were  foraierly  vice-president  of  the 
Upper  India  Chamber  of  Commerce  ? — Tes. 

8437.  Do  you  represent  their  views  here  to-day  ? — 
As  a  matter  of  fact,  I  asked  for  their  views,  and  I  was 
rather  delayed  in  the  preparation  of  this  outline  of 
evidence  until  I  heard  from  them  two  mails  ago.  They 
said  they  felt  that  it  would  be  useless  for  them  to  send 
home  instructions,  and  they  prefeiTed  to  leave  it  to 
a  sub-committee  composed  of  Sir  Alexander  McRobert 
and  myself;  and  Sir  Alexander  and  I  did  meet  and 
discuss  the  matter,  and  in  so  far  as  our  evidence  goes 
forward  I  suppose  it  may  be  taken  as  the  evidence  of 
the  Upper  India  Chamber. 

8438.  The  memorandum  which  you  have  handed  to 
us  is  the  result  of  that  conference  ? — It  is  the  result  of 
a  conference  between  Sir  Alexander  and  myself.  Of 
course,  the  Upper  India  Chamber  may  not  agree  in 
toto,  but,  in  so  far  as  they  have  left  the  matter  to  us, 
I  think  they  must  take  the  responsibility  of  what  we 
say. 

8439.  From  that  memorandum  I  gather  that  you 
make  no  serious  criticism  of  the  management  of  the 
balances  in  recent  years  ? — Except  in  the  years  which 
I  have  mentioned,  1910,  1911  and  1912,  making  allow- 
ances for  the  difficulties  under  which  these  balances 
accrue. 

8440.  And  even  in  those  years  does  your  criticism 
go  further  than  this,  that  the  India  bills  which  were 
paid  off  in  December  1912,  might  well  have  been  paid 
ofE  earlier  ? — I  think  that  is  the  principal  point.  I  do 
not  know  that  I  am  prepared  to  raise  any  other 
point  in  connection  with  it. 
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8441.  Tou  think  that  the  Government  is  a  little 
over-cautious  ? — Apparently  so  in  underestimating. 

8442.  I  take  it  that  that  is  the  extent  of  your 
criticism  ? — Tes,  that  is  the  extent  of  it,  and  the  under- 
estimating is  probably  justified  because  of  the  extra- 
ordinai-y  conditicms  which  prevail  in  India. 

8443.  I  tm-n  to  the  question  of  banking  facilities. 
Tou  are,  I  understand,  definitely  opposed  to  the  esta- 
blishment of  a  Centi-al  Bank  P — At  present.  I  seek 
here  to  raise  some  of  the  obstacles  to  a  Central  Bank. 

8444.  May  I  take  it  that  your  opinion  in  the  first 
instance  is  that  there  is  no  need  for  such  an  institution  ? 
— I  do  not  think  there  is. 

8445.  I  understand  from  yom-  memorandum  that 
in  so  far  as  work  which  we  might  call  general  banking 
work  is  done  by  Government  you  think  it  is  veiy  well 
done  P — Very  well  done. 

8446.  And  would  not  be  better  done  by  a  Central 
Bank  ? — I  do  not  think  so. 

8447.  On  the  other  hand,  I  understand  you  to  feel, 
and  to  feel  sti'ongly,  that  one  central  institution  could 
not  have  sufficient  detailed  knowledge  of  the  circum- 
stances in  different  parts  of  India  ? — I  think  not. 

8448.  Take  the  Presidency  Banks  :  they  themselves 
cover  a  very  large  area,  do  they  not  ? — Tes,  they  do. 

8449.  The  Bank  of  Bengal,  for  instance  ? — Tes,  the 
Punjab,  the  United  Provinces  and  Bengal. 

8450.  Does  Burma  come  within  its  sphere  ? — Tes. 

8451.  Within  their  sphere,  therefore,  are  there  not 
circumstances  as  diverse  and  as  widely  distinguished  as 
between  Bengal  itself  and  any  other  part  of  India  ? — 
Not  to  the  same  extent  that  you  would  find  throughout 
the  whole  of  India. 

8452.  Tou  think,  therefore,  that  though  it  may  be 
possible  for  one  board  efficiently  to  direct  the  Bank 
of  Bengal,  with  that  sphere  of  influence,  it  would  be 
impossible  for  one  board  to  direct  a  Central  Bank  for 
the  whole  of  India  P — I  do  not  say  it  woTild  be  impos- 
sible, but  I  do  not  think  the  results  would  be  so  good. 

8453.  Tou  do  not  think  the  results  would  be  as  good 
as  having  the  three  separate  institutions  ? — I  think  not. 

8454.  Tou  state  in  yom-  memorandum  that "  it  is  a 
"  hopeful  sign  to  see  money  in  the  countryflowing  freely 
'■  to  the  banks  for  investment "  (paragraph  11,  page 
613).  Does  that  refer  to  the  growth  in  the  deposits  of 
which  you  speak  ? — Tes. 

8455.  Do  you  think  that  ^e  banks  in  recent  years 
have  tapped  new  sources  of  supply  for  their  deposits  ? 
— I  think  more  people  are  getting  in  touch  with 
banking. 
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8456.  Are  new  classes  being  induced  to  confide 
their  sayings  to  the  banks  ? — You  see  a  good  many  banks 
now  are  opening  out  what  you  might  call  sub-agencies 

■  at  small  and  unimportant  places,  and  there  is  money 
coming  in  there. 

8457.  Where  those  sub-agencies  are  opened  can 
you  say  from  yoiu*  own  knowledge  whether  the  busi- 
ness which  they  do  is  mostly  to  receive  deposits  or  to 
lend  money  out  ? — There  may  be  some  branches  which 
are  receiving  deposits,  and  others  may  be  purely 
lending. 

8458.  I  think  one  banking  witness  who  came  before 
us  said  that  in  his  experience,  when  you  opened  a 
branch  the  business  that  came  was  always  a  demand 
for  loans,  and  not  an  offer  of  deposits  ? — That  is  very 
often  why  a  bank  opens  a  branch — to  get  its  money 
invested  and  to  get  it  put  out. 

8459.  Tou  cannot  say  very  definitely  whether  the 
banks  are  reaching  new  classes  of  depositors  now  P — 
I  think  that  there  are  people  who  did  not  deposit 
before  but  who  ai-e  coming  now  and  making  small 
deposits. 

8460.  In  this  connection,  you  call  our  attention  in 
your  memorandum  to  the  danger  to  banking  in  India 
of  the  growth  of  what  I  think  you  describe  as  mush- 
room banks,  which  have  nothing  of  the  bank  about 
them  except  the  name  ? — That  is  all. 

8461.  You  feel,  I  suppose,  that  it  would  be  a  great 
shook  to  all  banks  in  India  if  those  institutions  under 
the  name  of  banks  came  to  grief  ? — Undoubtedly. 

8462.  It  would  tend  to  put  back  the  growing  trust 
of  the  people  in  banks .'' — Yes,  especially  people  who 
are  not  very  well  versed  in  these  things.  It  would  be 
sufficient  for  them  to  say  that  the  bank  had  bigar  gaya 
(failed). 

8463.  I  think  rhe  attention  of  the  Indian  Govern- 
ment has  been  called  to  the  matter  ? — Yes. 

8464.  And  you  say  that  legislation  is  assured  ? — It 
is  practically  promised. 

8465.  May  I  ask  you  whether  you  fchiuk  that  yoiir 
view  as  to  the  absence  of  any  necessity  for  a  central 
bank  is  generally  shared  among  commercial  classes  in 
India ." — So  far  as  we  are  concerned  in  the  United 
Provinces,  we  are  veiy  well  content  with  the  present 
facilities,  and  I  should  doubt  very  much  if  Bengal 
would  cai-e  for  a.  centi-al  bank.  At  present  their  rate 
is  often,  genei-ally  speaking,  one  per  cent,  less  than 
the  Bank  of  Bombay,  which  again  is  veiy  often 
one  per  cent,  less  than  Madras,  so  that  it  would  mean 
that  the  benefits  which  Bengal  has  now  would  have 
to  be  spread  over  the  whole  of  India. 

8466.  As  far  as  you  are  aware,  there  is  no  general 
deniand  for  the  creation  of  such  an  institution  ? — I 
think  not. 

8467.  And  you  think  there  is  no  general  dissatis- 
faction with  the  present  banking  facilities  ? — No,  I 
think  certainly  not. 

8468.  I  Ihiuk  you  obsei-ve  in  you.i'  memorandum 
that,  though  there  is  some  stringency  at  the  busy  period 
of  the  year,  you  do  not  think  that  there  is  any  good 
ground  for  complaint  as  to  the  rate  at  which  money 
can  be  borrowed  in  India  ? — No,  on  the  whole  I  think 
not,  if  you  take  the  whole  year  round. 

8469.  On  the  other  hand,  in  dealing  with  the  busy 
season  do  you  favour  the  idea  that  Government  should 
give  some  assistance  to  the  money  market  at  that 
time  ? — ^I  set  that  out  in  my  note  (see  page  614f  para- 
gi-aph  17). 

8470.  I  would  Uke  to  ask  you  in  the  first  instance  : 
Supposing  it  were  agreed  that  Government  might  lend, 
to  whom  do  you  think  they  should  make  their  loans  P — 
To  ba,nks  ;  I  should  confine  it  to  banks. 

8471.  Would  you  confine  it  to  the  Presidency 
Banks  or  would  you  go  beyond  them  ? — I  would  go 
beyond  Presidency  Banks.  There  are  banks,  such  as 
my  own,  which  are  in  a  position  to  give  very  good 
security  if  requii-ed. 

8472.  I  understand  that  you  would  not  propose  to 
lend  to  any  bank  except  on  secuiity  ? — No,  except  on 
security. 

8473.  Would  you  lend  on  commercial  paper  at  all  ? 
—No,   I  think  it  would  be  better  to  confine  it  to 


Govei-nment  securities  and  Coi-poration  and  Port  Trust 
Bonds. 

8474.  Would  you  go  outside  banks."  Would  you 
make  loans  to  houses  of  high  standing,  or  woiild  you 
think  it  wiser  for  the  Government  to  confine  itself  to 
banks  F — The  Government  apparently  are  very  much 
opposed  to  the  idea.  Suppose  they  made  a  start  with 
banks  they  might  find  that  it  would  go  further,  but  I 
suggest  in  the  first  instance  it  should  be  given  to  banks. 

8475.  Of  course,  the  Presidency  Banks  occupy  a 
position  by  themselves  ? — Yes. 

8476.  The  moment  you  go  outside  the  Presidency 
Banks,  might  it  not  be  very  difficult  for  the  Govern- 
ment to  distinguish  between  those  banks  to  whom  it 
would  be  proper  for  them  to  lend  and  those  to  whom 
it  would  be  undesirable  that  they  should  lend? — If 
they  have  got  security  and  a  good  margin  I  do  not  see 
that  the  Government  would  stand  very  much  risk. 
Their  advances  to  the  Presidency  Banks  and  the  Ex- 
change Banks  and  the  better  class  Joiat  Stock  Banks 
would  be  perfectly  safe.  There  might  be  an  element 
of  risk  in  the  smaller  Joint  Stock  Banks,  but  if  they 
are  adequately  covered  with  a  good  margin 

8477.  Of  course,  it  is  very  impoi-tant  that  the  Gov- 
ernment should  have  security  for  its  loans,  but  it  might 
be  very  inconvenient  for  them  if  they  had  to  have 
recourse  to  their  security  ? — It  would,  but  with  the 
banks  which  I  have  in  mind,  those  which  I  have  men- 
tioned now,  the  Presidency,  the  Exchange,  and  better 
class  Joint  Stock  Banks,  I  do  not  think  they  would  go 
beyond  their  depth. 

8478.  Where  would  you  invite  the  Government  to 
draw  the  line  between  those  which  you  call  the  better 
Joint  Stock  Banks  and  those  which  are  not  of  the  better 
class  ? — I  do  not  see  any  risk  of  the  borrowers  default- 
ing at  all  if  the  Government  have  a  good  margin  of 
secm-ity,  because  the  smaller  Joint  Stock  Banks  could 
certainly  not  want  very  large  sums,  but  the  Presidency 
and  Exchange  and  Joint  Stock  Banks  with  offices  in 
Calcutta  would,  I  should  think,  be  perfectly  safe. 

8479.  Suppose  the  Government  of  India  decided, 
or  the  Commission  recommended,  if  you  like,  that  such 
assistance  should  be  given  by  Government,  but  that  in 
their  opinion  it  woxild  be  well  in  the  first  instance 
not  to  go  beyond  the  Presidency  Banks,  what  would 
you  say  P — Then  I  think  you  would  have  the  other 
Joint  Stock  Banks  up  in  ai-ms. 

8480.  That  is  what  I  wanted  to  put  to  you  as  a 
banker.  If  the  Government  were  I'ecommended  to  go 
no  further  than  the  Presidency  Banks,  do  you  think 
that  would  be  considered  so  invidious  a  distinction 
that  it  would  be  better  for  the  Government  not  to 
touch  the  position  at  all  ? — No ;  I  should  certainly  say 
let  the  Government  touch  it,  because  even  if  only  the 
Presidency  Banks  get  it  it  reacts  upon  the  other  banks ; 
that  is  to  say,  we  would  feel  the  benefit ;  the  more  the 
Presidency  Banks  have  got  to  play  with  the  easier 
would  be  the  i-ate,  so  tliat  certainly  something  would 
be  gained  by  giving  it  even  to  Presidency  Banks. 

8481.  So  that  though  you  would  strongly  urge  that 
the  better  class  Joint  Stock  Banks  should  be  included 
in  the  list  of  approved  borrowers,  you  would  prefer 
that  money  should  be  lent  in  the  busy  season  to  Presi- 
dency Banks  alone  rather  than  that  it  should  not  be 
lent  at  aU  ? — Undoubtedly. 

8482.  Let  me  ask  you  now  what  amount  of  money 
would  the  Government  need  to  lend  in  order  to  affect 
the  bank  rate  in  the  busy  season  ? — It  is  very  difficult 
indeed  to  hazard  a  figui-e. 

8483.  The  object  of  your  proposal  that  they  should 
lend  is  to  keep  down  the  bank  rate  "—Exactly ;  and 
the  knowledge  that  it  is  there,  and  is  available,  would 
have  that  tendency. 

8484.  But  could  you  not  give  me  any  idea  of  what 
sum  you  think  would  probably  be  sufficient,  in  the 
early  years  at  any  i-ate  P— I  would  not  care  to  commit 
myself  to  that,  because  even  in  smaller  estimates,  for 
instance,  when  Government  ask  us  in  Cawnpore  how 
much  coin  we  should  require,  it  is  almost  impossible 
to  keep  to  that.  You  can  never  teU  what  India  is 
gomg  to  do,  and  we  may  be  absolutely  wide  of  the 
mark. 
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8485.  Do  you  think  it  might  be  a  considerable 
amount? — Tes,  I  thfeik  it  would  be  a  considerable 
amount. 

8486.  Five  crores  or  ten  crores  ? — Ten  crores  would 
probably  be  nearer. 

8487.  Tou  anticipate  in  that  way  that  the  rate, 
instead  of  going  to  8  pei-  cent.,  would  be  kept  at  6  per 
cent.  ?— I  think  it  would. 

8488.  Supposing  that  were  done,  and  the  bank  rate 
did  iiot  go  above  6  per  cent.,  how  far  would  the  effect 
of  that  percolate  down  ? — So  far  as  regards  borrowers 
who  are  borrowing  on  the  basis  of  bank  rate,  either  a 
fraction  above  or,  as  I  believe  some  of  the  Presidency 
Banks  do,  a  fraction  below,  they  would  score  tremen- 
dously. 

8489.  They  would  be  the  big  men? — They  would 
be  the  big  men,  but  as  the  other  Joint  Stock  Banks  also 
regulate  their  seasonal  advances  on  the  basis  of  the 
bank  rate,  it  would  also  assist  trade  generally. 

8490.  Would  it  get  to  the  cultivator?  I  do  not 
mean  to  say  would  he  have  his  money  at  6  per  cent., 
but  would  he  have  a  corresponding  reduction  ia  the 
rate  which  he  pays  ? — -I  doubt  it  very  much. 

'  8491.  Tou  do  not  think  there  is  much  connection 
between  the  rate  he  pays  and  the  bank  rate  ? — No,  for 
the  simple  reason  that  he  does  not  understand  the 
sliding  scale.  The  small  man  .borrows  on  a  fixed  rate, 
and  he  is  probably  paying  his  8  per  cent,  or  9  per 
cent.,  and  he  would  not  understand  a  sliding  scale,  a 
fluctuating  rate. 

8492.  He  might  be  borrowing  at  more  than  that, 
I  suppose  ? — He  might  be,  but  from  banks  he  is 
probably  borrowing  at  9  per  cent.  ;  some  banks  may 
probably  be  charging  12  per  cent.,  but  that  is  at  small 
places. 

8493.  I  understand  one  of  the  reasons  suggested, 
or  the  main  reason  suggested,  by  those  who  desired  the 
Government  to  give  assistance  in  the  busy  season  was 
that  under  present  conditions,  the  rate  being  so  high,  the 
cultivators  and  the  smaller  people  were  obliged  to  sell 
their  produce  at  once,  regardless  of  the  position  of  the 
market,  and  it  was  suggested  that  if  they  could  borrow 
rather  more  cheaply  against  their  j)roduce  they  might 
hold  it  and  get  a  better  price  ? — To  a  great  extent  that 
is  true,  because  if  you  are  going  to  take  bank  rates  of 
8  or  9  per  cent.,  then  people  who  are  borrowing  at 
fixed  rates,  that  is,  the  small  borrowers,  must  expect, 
if  the  bank  rate  is  still  in  the  region  of  9  per  cent.,  to 
pay  somewhere  about  that,  and  probably  more,  but  if 
you  can  keep  your  bank  rate  down  to  6  or  7  per  cent., 
naturally  rates  will  fall  all  round. 

8494.  In  recent  years  has  the  bank  rate  ever  gone 
as  high  as  9  per  cent.  ? — ^I  think  not,  speaking  from 
memory,.  I  think  8  per  cent,  is  about  the  highest  in 
the  last  two  or  three  years. 

8495.  Seven  or  8  per  cent,  are  the  normal  figures  ? 
— They  are  the  normal  figures. 

8496.  On  balance,  I  understand,  you  do  not  think  that 
very  much  advantage  would  reach  the  cultivator  ? — It 
all  depends,  of  course.  If  there  is  competition  in  the 
place  where  the  cultivator  is  borrowing,  the  advantage 
would  reach  him. 

8497.  It  will  really  be  a  question  of  supply  and 
demand  ? — But  he  is  in  supreme  ignorance  of  what  is 
going  on,  and  the  only  question  would  be  that  the 
bank  would  be  very  glad  to  lend  it  at  8  per  cent,  where 
they  formerly  lent  it  at  9  per  cent. 

8498.  On  the  other  hand,  if  he  is  in  this  unhappy 
state  of  ignorance  he  may  be  very  well  content  to 
borrow  at  9  per  cent.,  even  though  the  bank  could 
afford  to  lend  at  8  per  cent.  ? — Quite  so. 

8499.  I  want  to  put  to  you  one  objection  which  has 
been  suggested  to  us  against  the  idea  of  the  (Govern- 
ment making  loans  of  this  kind.  Supposing  the 
Government  had  done  it  for  four  or  five  years  out  of 
sm-plus  moneys  that  it  had  at  its  disposal— I  may  take 
it  that  you  only  suggest  that  they  should  do  it  when 
they  have  sui-plus  money  ? — Tes,  exactly. 

8500.  Suppose  that  on  those  four  or  five  yeai-s  in 
which  thev  had  done  it  there  foUowed  a  lean  yeai-  m 
which  they  had  no  surplus  money?— But  I  am  not 
referring  so  much  to  the  advances  from  the  balances, 


which  are  a  very  fluctuating  item ;  I  am  thinking  more 
of  what  they 'have  in  the  Currency  Reserve. 

8501.  Tou  think  the  loans  should  be  made  from 
the  Currency  Reserve  ? — I  think  so  in  the  first  place, 
because  the  balances  are  very  fluctuating. 

8602.  That  brings  me  to  the  Currency  Reserve.  I 
think  you  say  ill  your  memorandum  that  you  think  the 
fiduciary  issue  might  be  increased  (page  617,  paragraph 
32).  Is  it  your  view — I  think  it  is — that  instead  of 
being  a  fixed  sum  it  should  be  a  proportion  of  the 
total  ? — Tes,  that  is  my  view. 

8503.  What  proportion  do  you  suggest  ? — I  suggest 
one-third  of  the  gross  average  circulation. 

8504.  Will  you  tell  me  why  you  choose  the  figure 
of  one-third  ? — It  is  a  limit  within  which  it  seems 
perfectly  reasonable  and  expedient  that  the  Govern- 
ment could  work. 

8505.  Tou  take  it  as  a  point  well  within  the  limit 
of  Safety  ? — Tes,  I  think  so. 

8506.  But  do  you  infer  that  that  point  is  a  per- 
fectly secure  one  from  the  course  of  the  note  issue  in 
past  years,  or  from  experience  of  other  countries,  or  in 
what  way  do  you  infer  it? — It  is  based  more  on  the 
Indian  note  issue. 

8507.  Then  your  suggestion  would  be,  as  I  under- 
stand, that  the  fiduciary  pi-oportion  being  increased  a 
propoi-tion  of  that  increase  should  not  be  permanently 
invested  but  should  be  held  available  to  be  loaned  out 
in  the  busy  season  ?--That  is  so. 

8508.  Returning  to  the  banks  for  a  moment ;  you 
do  not  advocate  any  change  in  the  legal  conditions 
under  which  they  now  work  i'-^^No. 

8509.  Tou  do  not  think  it  necessary  that  they  should 
have  access  to  the  London  Money  Market  ? — No,  I  do 
not  thiftk  there  is  any  occasion  for  that  now.  As 
regards  their  present  limitations,  they  can  pretty  well 
drive  a  carriage  and  pair  through  them  now. 

8510.  Tou  say  that  some  years  ago  they  sought 
access  to  the  London  Money  Market,  but  opinion  gene- 
rally was  against  them  on  that  point  ? — Tes. 

8511.  Do  you  think  that  public  opinion  remains 
the  same  to-day  ? — I  think  it  would. 

8512.  Following  your  memorandum  I  come  to  the 
section  which  deals  with  capital  expenditure  (page  615, 
paragraph  20).  Would  you  think  it  an  advantage  to 
raise  as  much  as  possible  of  the  capital  required  for 
Indian  development  in  India  ? — As  far  as  possible,  yes. 

8513.  Do  you  think  that  more  could  be  raised  thain 
has  been  done  ? — I  think  so. 

8514.  But  I  gather  you  think  not  much  more? — 
Not  much  more.  I  have  not  exactly  the  figures  beside 
me,  but  I  fancy  a  very  big  loan  would  not  go  well  in 
India  if  that  loan  were  in  addition  to  the  ordinary 
annual  loan  of  two  to  three  crores  which  is  made.  I 
fancy  if  the  Government  asked  for  a  very  big  loan  of 
five  to  six  miUion  pounds  it  would  not  get  all  that. 

8515.  What  do  you  think  they  could  safely  do — 
take  another  one  or  two  crores  ? — I  suggest  here  four 
million,  that  is  roughly  six  crores. 

8516.  Four  million  pounds  a  year  ? — No,  I  say  here 
"  occasionally."  I  do  not  think  the  market  could  take 
it  every  year. 

8517.  In  that  case  it  would  be  veiy  little  more  than 
has  been  done  of  late,  would  it '  not  ? — No,  you  are 
borrowing  about  two  million  pounds  annually. 

8518.  Four  milUon  pounds  occasionally  would  not 
come  to  much  more  than  two  million  pounds  annually, 
would  it .'' — No,  but  that  is  in  addition  to  the  ordinary 
borrowing.  If  you  are. having  the  two  million  pounds 
annual  loan,  I  think  an  occasional  loan  of  four  million 
pounds  might  be  tried. 

8519.  Can  you,  from  your  banking  experience,  tell 
me  where  these  loans  are  held  ?  I  suppose  they  are 
taken  mainly  in  the  first  instance  by  the  banks  ? — Tes, 
the  banks,  business  houses,  ,iud  native  states. 

8520.  Ai-e  they  beginning  to  be  held  by  natives  to 
any  great  extent  ? — Not  as  much  as  they  might.  Mr. 
Gillan  is  probably  awai-e  of  certain  correspondence 
which  we  have  had  with  the  Government  about 
difficulties  in  endorsement.  The  native  mind  cannot 
understand  it  all.  They  are  very  exact  in  Grovemment 
offices  where  the  funds  are  administered,  the  Bank  of 
Bengal  and  elsewhere,  as  to  the  chain  of  endorsement, 
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and  that  very  often  raises  objections  on  the  part  of 
illiterate  people.  They  often  have  difficulty  in  trying 
to  get  these  endorsements  put  right. 

8521.  WiUyou  explain  to  us  exactly  what  you  mean 
by  that  phrase  '"the  chain  of  endorsement"? — There 
are  cages  on  the  back  of  the  paper.  The  paper  might 
originally  have  been  taken  by  the  Bank  of  Bengal,  and 
it  is  paid  over  to  a  lady,  Mussamat  Debi,  and  Mussamat 
Debi  proceeds  to  sign  here,  and  they  say  that  the 
signature  is  not  right — she  is  illiterate,  or  something 
of  the  sort.  Even  if  she  can  sign  there  is  probably 
something  wrong ;  they  want  it  letter  for  letter ;  or  the 
paper  has  not  been  presented  to  the  Public  Debt  Office 
for  several  years,  and  it  has  got  to  be. 

8522.  I  understand  that  the  certificate  passes  from 
hand  to  hand  ? — It  passes  from  hand  to  hand  by 
delivery. 

8523.  And  does  not  require  to  come  back  to  the 
issuing  bank  or  the  managing  bank  at  each  transfer  ? 
—No. 

8524.  If  these  difficulties  could  be  diminished  do 
you  think  that  there  would  be  a  much  larger  market 
among  natives  for  Indian  securities  ? — I  thiuk  it  would 
help  considerably.  Sir  James  Meston,  when  Tinancial 
Secretary,  did  a  good  deal  to  remove  these  difficulties, 
but  they  are  really  very  perplexing  difficulties,  even  as 
regards  joint  stock  companies  and  railways,  because 
Government  notes  are  given  to  railways  as  securities 
for  tenders ;  they  may  be  paid  to  the  Central  India 
Railway  and  then  the  Central  India  Railway  may  hand 
that  paper  on  to  someone,  and  finally  when  it  comes  to 
the  Public  Debt  Office  for  renewal  they  say  "  So-and- 
"  so's  signature  is  not  in  order ;  the  agent  of  the  raU- 
"  way  is  not  authorised."  It  is  the  same  w»y  with 
banks  and  joint  stock  companies,  not  so  much  in  the 
case  of  banks,  but  the  Chamber  which  I  represent  took 
up  several  cases  I  know  where  Government  dispiited 
the  right  of  an  attorney  to  sign. 

8525.  I  think  you  say  there  has  been  corre- 
spondence between  your  Chamber  or  Bank  and  the 
Goveimment  of  India  on  the  subject  ? — Yes,  these 
were  brought  to  the  notice  of  Sir  James  Meston  and 
he  gave  orders  to  have  the  things  considered. 

8526.  As  regards  the  exchange,  I  understand  you 
to  hold  quite  definitely  the  view  that  the  fixing  of  the 
rupee  at  If.  4d.  has  been  of  benefit  to  India  generally  ? 
— I  think  there  can  be  no  doubt  about  it. 

8527.  In  your  opinion  the  most  important  task  in 
relation  to  this  matter  of  the  Government  of  India 
is  to  maintain  the  exchange  at  that  figure  ? — That 
is  so. 

8528.  Tou  have  been  unable  to  form  anything  hke 
exact  views  as  to  what  has  happened  to  the  large 
quantity  of  gold  which  has  gone  into  India  in  recent 
years  ? — Beyond  that  a  good  deal  has  been  melted 
down  and  it  has  gone  into  ornaments. 

8529.  I  think  you  suggest  in  your  memorandum 
that  a  good  deal  of  it  is  melted  down  for  trade 
purposes  .P — For  jewellers'  purposes,  yes.  Mr.  Gillan 
suggests  that,  and  I  think  I  can  bear  him  out  from  my 
experience. 

8530.  Tou  say  that  the  circulation  is  increasing, 
but  the  increase  is  more  marked  in  the  Punjab  than 
elsewhere  ? — Tes. 

8531.  The  increased  circulation  of  gold  is  very 
local  in  India,  is  it  not  ? — It  is  distinctly  localised,  I 
should  say. 

8532.  There  are  partictdar  districts  where  gold  is 
desired  and  others  where  it  is  not  needed  or  not 
requu-ed  by  the  public  ? — That  is  so. 

8533.  What  do  you  think  is  the  business  of  Govern- 
ment in  relation  to  the  currency  ?— To  give  the  people 
what  they  want. 

8534.  But  in  so  far  as  they  can  favoxn-  one  kind  of 
currency  rather  than  another,  which  kind  would  you 
prefer  to  see  in  circulation  ? — Of  course,  token  coin  is 
the  cheaper  from  the  Government  point  of  view  in  cir- 
culation, but  there  is  one  thing  to  be  remembered,  that 
as  regards  such  as  is  taken  ofE  for  saving,  it  is  certainly 
much  better  that  the  poor  man  should  save  in  gold 
than  in  silver. 

8535.  If  he  melts  it  down  ?^ — If  he  melts  it  down. 


8536.  Does  that  apply  if  he  keeps  it  as  coined 
rupees  ? — It  is  all  the  same  if  he  has  still  got  it  in 
sovereigns,  or  has  got  it  in  the  form  of  ornaments,  so 
long  as  he  has  the  gold. 

8537.  But  have  sovereigns  any  advantage  over 
rupees,  except  that  they  are  less  bulky  if  the  rupees 
were  kept  in  the  form  of  rupees? — I  do  not  quite 
follow. 

8538.  I  quite  understand  that  if  the  poor  man 
melts  down  rupees,  which  are  a  token  coin,  and  then 
in  time  of  stress  brings  back  the  bulUon  he  would  get 
a  less  sum  than  he  had  put  away  ? — Exactly. 

8539.  Bvt  if  he  keeps  it  in  the  form  of  rupees  he 
will  get  back  the  same  sum  ? — Tes,  he  will  get  back 
the  same  sum  if  'he  keeps  his  savings  in  rupees, 
exactly. 

8540.  "When  he  melts  it  down  for  jewellery,  of 
course  he  loses  if  he  melts  rupees  and  does  not  lose  if 
he  melts  gold  ? — Quite  so. 

8641.  Now  I  go  back  to  my  question :  Suppose  you 
were  an  autocrat  administering  the  Government  of 
India  and  you  saw  that  you  could  encourage  the  circu- 
lation of  gold  at  the  expense  of  rupees  or  notes,  or  the 
circulation  of  notes  in  preference  to  gold,  what  course 
would  you  take  ? — If  I  wanted  to  make  money  for  the 
Government  I  should  try  to  give  them  as  many  rupees 
as  possible.  If  I  wanted  rightly  to  administer  in  the 
interests  of  the  people  of  India  I  should  try  to  give 
them  as  much  gold  as  possible. 

8542.  It  is  the  second  supposition  that  I  wanted  to 
go  on.  Why  in  the  interests  of  India  would  you  give 
them  as  much  gold  as  possible? — Because  the  man 
who  has  the  gold  there — the  man  who  has  saved  the 
gold — has  got  it  whenever  he  likes. 

8543.  Is  not  that  true  if  he  has  got  it  in  notes  ? — 
If  he  has  got  it  in  notes,  yes,  but  I  do  not  think  he 
would  keep  it  in  notes. 

8544.  A  a  long  as  the  Go'vemment  is  solvent? — 
Exactly. 

8545.  Is  it  not  true  if  he  has  got  in  rupees  ? — It  is 
true  if  he  has  it  in  rupees,  certainly. 

8546.  le  it  not  a  fact  that  in  that  respect  gold  is 
only  better  than  silver  if  the  gold  and  the  silver  are 
both  melted? — Tes,  if  the  gold  and  the  silver  are  both 
melted. 

8547.  Have  you  any  other  reason  for  thinking  that 
it  is  in  the  general  interests  of  the  people  of  India  to 
encourage  the  circulation  of  gold  ? — It  is  a  much  easier 
coin  from  the  point  of  view  of  the  small  man.  He  can 
keep  one  sovereign  much  more  easily  than  15  rupees. 
If  you  take  it  for  purposes  of  remittance  it  is  more 
easily  transported. 

8548.  In  both  those  respects  notes  would  bo  as 
advantageous  as,  or  more  advantageous  than,  gold  ? — 
They  would  be  if  you  could  get  the  people  to  keep 
notes. 

8549.  When  you  come  to  think  it  out,  would  there 
be  any  objection  from  the  point  of  view  of  the  people  of 
India  to  encouraging  the  use  of  notes  rather  than  gold? 
— I  do  not  see  that  it  is  really  the  duty  of  the  Govern- 
ment to  force  them  one  way  or  the  other.  If  they  can 
have  notes  or  nipees  or  gold,  let  them  take  what  they 
want. 

8550.  I  quite  see  that  if  a  person  Las  a  clear  idea  of 
what  he  wants  it  wotdd  be  desirable  that  the  Govern- 
ment should  give  it  to  him,  but  when  he  is  indifferent 
ought  the  Government  also  to  be  indifferent,  or  oi^ht 
it  then  to  tender  him  one  rather  than  the  other  ? — ^I  do 
not  quite  follow  that. 

5551.  If  the  payee  is  indifferent  as  to  whether  he 
receives  notes  or  gold  ought  the  Government  to  be 
indifferent  too,  and  ought  the  Government  cashier  to 
wait  until  he  has  made  up  his  mind  which  he  will  have, 
or  should  the  Government  cashier,  he  being  indifferent, 
give  him  the  one  or  the  other  ?— Give  him  the  one  or 
the  other. 

8552.  But  which  ?— Offer  him  notes  or  offer  him 
silver.  If  you  offer  him  notes  he  can  immediately  say 
"  I  want  rupees  for  them  "  or  "  I  want  gold  for  them." 
It  is  only  a  question  of  reconverting  it. 

8553.  If,  therefore,  you  were  in  tha,t  position  and 
the  man  were  indifferent,  you  would  give  notes  rather 
than  gold  ?— I  would  give  him  notes  rather  than  gold. 
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8554.  Of  the  gold._which  is  given  out  a  certain  part 
remains  in  circulation,  or  may  come  back  into  circula- 
tion, but  a  great  deal  disappears  from  the  realm  of 
cuiTency  altogether  ? — Yes. 

8555.  You  said  just  now  that  it  was  most  important 
in  your  opinion  that  the  fixity  of  exchange  should  be 
maintained.  Do  you  think  that  gold  which  is  put  into 
circulation  is  jOf  much  use  for  maintaining  exchange  in 
a  crisis  ? — I  doubt  it. 

8556.  Yon  do  not  think  that  it  is  probable  that 
much  of  it  would  come  out  in  a  crisis  to  support 
exchange  ?— I  should  think  not. 

8557.  If  that  is  so,  is  there  not  a  real  reason  in  the 
interests  of  the  people  of  India,  and  not  merely  a 
money-making  reason,  why  the  Government  of  India 
should  discourage  the  circulation  of  gold,  and  increase 
the  circulation  of  notes  or  rupees  ? — No,  the  Govern- 
ment can  have  their  own  reserves  of  gold,  and  centralise 
their  reserves. 

8558.  How  do  they  get  those  reserves  ?  Are  not 
those  reserves  dependent  on  the  amount  of  notes,  and 
the  amount  of  rupees  which  they  put  into  circulation  ? 
— Yes,  that  is  so. 

8559.  If  for  notes  or  rupees  you  substitute  gold  in 
circulation,  you  automatically  stop  the  accumulations 
of  the  reserve  of  gold? — The  reserve  of  gold  must 
suffer  in  consequence  if  you  are  forcing  gold  out.  but  I 
am  not  arguing  that. 

8560.  I  think  you  put  it  to  me  that  the  Government 
should  remain  neutral  in  this  manner .'' — Yes. 

8561.  I  am  suggesting  to  you  that  in  the  interests, 
not  alone  of  the  Government,  but  of  the  people  of  India, 
the  maintenance  of  exchange  being  their  first  interest 
in  your  opinion,  the  Government  should  not  be  neutral, 
but  that  it  should  encourage  the  circulation  of  notes 
wherever  it  can,  rather  than  the  circulation  of  gold  ? 
—Yes. 

8562.  You  see,  perhaps,  the  line  of  argument  indi- 
cated in  my  questions  ?-^Yes,  I  see  it. 

8563.  On  the  whole  do  you  agree  with  me,  or  do 
you  differ  ? — 1  should  say  that  the  balance  lies  in  favour 
of  developing  the  note  circulation. 

8564.  And  keeping  gold  in  resei-ve  rather  than 
putting  it  into  circulation? — "Exactly.  I  am  not 
urging  that  the  Government  should  force  gold,  but 
that  it  should  be  optional,  and  if  a  man  expresses  a 
preference  for  gold  the  Government  should  endeavour 
to  meet  it. 

8565.  In  the  light  of  those  considerations,  what  is 
your  reason  for  favouring  the  opening  of  a  gold  mint  ? 
— The  reasons  are  very  fully  stated  by  the  Government 
of  India,  and  on  the  whole  I  think  I  agree  with  them. 

8566.  Will  you  just  give  them  to  me  ? — The  main 
thing  was,  of  course,  that  there  might  be  gold  which  is 
absorbed  now,  or  is  hidden  now,  but  that  might  be 
converted.  One  never  knows  when  that  occasion  might 
arise.  It  would  be  there  for  that  purpose  ;  and  there 
are  times  when  it  might  be  more  expedient  to  import 
bullion  and  have  it  coined  in  India. 

8567.  What  would  those  times  be  ?  What  are  the 
conditions  which  you  contemplate  as  existing  to  make 
it  more  expedient  for  the  Government  of  India  to 
import  bullion  and  coin  it  in  their  own  Mint  than  to 
take  sovereigns  from  London  or  Australia? — From 
Australia  ? 

8568.  From  wherever  they  can  get  sovereigns 
cheapest  ? — I  do  not  know  that  I  could  suggest  -  the 
conditions  at  the  moment,  but  they  might  arise. 

8569.  Put  the  case  .of  some  crisis  forcing  gold — 
bullion — out  of  hoards  or  out  of  savings:  I  suppose 
what  you  have  in  your  mind  is  a  famine  which  brings 
pressure  on  the  individual  and  forces  him  to  bring  out 
his  savings  to  live  upon  ? — Yes. 

8570.  That  would  be  a  small  man  with  a  small 
amount  of  bullion,  I  suppose  ? — Yes. 

8571.  The  total  might  be  large,  but  in  each 
individual  case  it  would  be  small  ? — Yes. 

8572.  An  individual  could  not  go  direct  to  the 
Mint  to  get  his  own  little  stoi-e  coined ;  he  would  sell  it 
as  bullion  ? — ^Yes. 

8573.  And  it  might  pass  perhaps  through  two  or 
three  hands  before  it  reached  the  Mint  ?— Yes. 


8574.  Do  you  think,  under  those  ch-cum stances, 
there  would  be  any  real  advantage  to  anybody  in  being 
able  to  take  that  bullion  to  a  Mint  in  Bombay,  rather 
than  in  sending  it  home  to  be  coined  ? — There  probably 
would  be  a  balance  of  advantage  in  getting  it  done 
there  instead  of  sending  it  home  to  be  coined. 

8575.  Where  would  the  sovereigns  be  wanted  when 
they  had  been  got  ?  The  individual  who  had  brought 
out  his  little  hoard  would  want  rupees,  woidd  he  not? 
— The  sovereigns  would  remain  with  the  Government. 

8576.  When  the  bullion  had  been  taken  to  the 
Mint  and  coined  into  sovereigns,  what  do  you  suppose 
the  man  who  got  the  sovereigns  would  do  with  them ; 
take  them  to  the  Government  I  think  joxi  said  just 
now  i* — Yes. 

8577.  They  would  get  into  the  Government  Trea- 
suries P — Yes. 

8578.  And  from  the  Government  Treasuries  what 
would  be  the  next  step  ?  Would  they  stop  there  until 
they  were  wanted  for  the  support  of  exchange  ? — Yes, 
until  they  were  wanted  for  the  suppoi-t  of  exchange. 

8579.  And  when  they  were  wanted  for  the  support 
of  exchange  where  would  they  be  wanted  ? — They  would 
have  to  go  to  London. 

8580.  Would  it  not  be  just  as  well  if  the  bullion 
had  gone  there  at  once  instead  of  passing  through 
Bombay  ? — Yes. 

8581.  Do  you  think  there  is  any  real  advantage  in 
the  opening  of  a  Mint  to  gold  in  Bombay  ? — I  do  not 
say  that  it  is  going  to  do  everything,  but  there  is  an 
element  in  its  favour. 

8582.  Bather  of  sentiment,  perhaps,  than  of  very 
concrete  advantage  ? — There  is  a  good  deal  of  senti- 
ment in  it,  yes.     1  say  that  "  on  the  whole  "  I  favour  it. 

8583.  As  regards  the  gold  reserve,  I  think  your 
view  is  that  no  limit  should  be  put  to  its  growth  at 
present  ? — No. 

8584.  You  also  hold  that  the  amount  of  actual  gold 
in  it  is  insufficient  at  the  present  time  ? — Yes. 

8585.  And  the  proportion  is  too  low  I" — Yes. 

8586.  You  do  not  desire  to  fix  any  definite  limit  to 
the  gold  portion  of  it  any  more  than  to  the  whole,  do 
you  ? — ^I  suggest  that  the  reserve  should  be  held  half 
in  gold  or  rupees,  the  bulk  to  be  held  in  London  in 
gold  only,  while  gold  or  rupees  may  be  "held  in  the 
Indian  branch  as  circumstances  warrant. 

8587.  Excepting  that  the  actual  gold  should  be 
haK  of  the  whole  you  would  not  care  to  put  any  limit  ? 
—No. 

8588.  I  notice  also  that  in  connexion  with  the 
Paper  Currency  Reserve  you  say  that  in  your  opinion 
if  the  note  issue  were  handed  over  to  a  Central  Bank 
it  would  not  command  the  same  confidence  as  the 
present  Government  issue  ? — ^I  do  not  think  it  wotJd. 

8589.  Does  your  experience  of  India  lead  you  to 
think  that  the  people  attach  great  importance  to  the 
Government  guarantee  behind  the  notes  ?  —  Un- 
doubtedly. 

8590.  And  no  institution  even  of  a  semi-state 
character  not  absolutely  under  the  control  of  the 
Government  would,  in  your  opinion,  carry  the  same 
weight  ? — I  do  not  think  it  would  be  as  good  as  the 
direct  connexion  of  the  Government  now. 

8591.  In  regard  to  the  financial  organisation  and 
procedure  of  the  India  Office,  you  suggest  that  the 
pi-actice  of  lending  to  certain  approved  banks  has  a 
tendency  to  single  out  and  hall-mark  those  banks,  and 
you  ask  whether  it  would  not  be  possible  to  widen  the 
range  of  competition  even  if  it  led  to  rather  less  interest 
being  received.  Are  you  speaking  there  from  personal 
knowledge  of  the  institutions  in  London,  or  are  you 
rather  influenced  by  your  Indian  experience? — Well, 
the  same  agument  would  apply  in  India.  It  is  a 
case  of  "  a  fair  field  and  no  favour." 

8592.  Do  you  think  that  the  loans  to  certain  banks 
in  London  have  been  of  such  consequence,  having 
regard  to  the  position  of  the  banks,  as  to  hall-mark 
them  as  you  say  ? — ^No,  I  think  the  biggest  deposit  is 
under  two  milhons,  but  I  believe  there  are  a  good 
many  banks  in  London  who  would  like  to  get  hold  of 
those  deposits,  and  some  in  the  City  feel  very  soi-e 
about  it. 
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8593.  What  exactly  is  youi*  second  suggestion  as 
i-egards  deposits  and  short  loans  ? — If  the  money  is 
available  why  should  not  the  Secretary  of  State  notify 
that  he  has  so  much  to  lend  and  receive  tenders  for  it, 
just  the  same  as  he  does  -when  he  is  selling  his  bills, 
"  I  have  so  much  to  sell  in  India."  That  is  all  it  is  , 
because  it  seems  to  be  a  very  costly  arrangement  at 
present. 

8594.  Tou  put  it  forward,  not  on  the  ground  that 
the  present  system  leads  to  the  favouring  of  special 
firms,  biit  rather  that  it  would  be  much  more  economi- 
cal a  it  were  done  in  that  way  ? — It  would  draw  a  bigger 
field  of  bon'owers. 

8595.  Are  you  aware  that  the  emoluments  of'  the 
Government  broker  have  been  revised  since  the  days 
when  such  large  sums  were  paid  ? — No,  I  did  not  know 
that. 

8596.  Of  course,  you  are  aware  that  the  balances 
were  very  abnormal,  and  that  led  to  abnormal  fees  ? — 
Exactly. 

8597.  {Lord  Faber.)  I  want  to  ask  very  few  ques- 
tions, and  perhaps  more  on  banking  than  anything  else. 
I  gather  from  you  that  in  your  opinion  if  a  bank  fails 
in  India  the  banking  community  generally  is  hurt  by 
the  want  of  confidence  brought  about  by  the  failure  ? 
— I  refer  more  to  the  effect  it  would  have  on  de- 
positors. 

8598.  They  would  be  timid  ?— They  would. 

8599.  They  would  not  care  to  deposit  with  banks  in 
the  same  way  as  they  had  done  before  the  failure  ? — 
Quite  80. 

8600.  Therefor^,  you  wUl  most  likely  think  that  if 
we  could  prevent  a  failure  it  would  be  right  to  do  so  ? — 
Tes.     • 

8601.  What  should  you  think  of  Government  inspec- 
tion of  all  banks  ? — ^I  do  not  think  any  good  bank  has 
ally  reason  to  be  afraid  of  that. 

8602.  As  regards  the  price  of  money,  do  you  agree 
that  in  all  comparatively  new  countries  as  .regards 
bankiag  and  commerce  higher  rates  are  usually 
exacted  ? — Yea. 

8603.  With  regard  to  the  endorsement  of  securities, 
do  I  understand  that  those  endorsements  refer  to  the 
endorsement  of  Government  paper  ? — Tes. 

8604.  Tell  me  exactly  what  Government  paper  is  .'' 
— It  is  Government  promissory  notes.  The  Govern- 
ment of  India  promises  to  pay  So-and-so,  and  then 
there  are  C4ges  on  the  back  for  endorsement. 

8605.  Why  is  it  so  necessary  to  have  the  endorse- 
ment on  the  back  ?  Is  .  it  so  that  they  may  have 
recourse  against  the  holder  in  a  case  of  failure  F  It 
cannot  be  that,  because  it  is  Government  paper  and, 
therefore,  endorsement  is  no  good  as  regards  Govern- 
ment paper  unless  it  is  to  point  to  a  theft  of  the 
paper? — Teis,  of  course,  it  is  payable  to  So-and-so  or 
order ;  the  paper  is  not  bearer  paper. 

8606.  Just  so,  but  when  you  have  the  first  holder 
and  he  endorses  it  and  does  not  endorse  it  on  to  the 
next  holder,  you  only  want  the  endorsement  of  the  first 
holder  of  Government  paper,  do  you  not.'  We  will 
say  it  is  payable,  if ,  you  please,  to  Mr.  Smith,  who  is 
the  holder  of  Government  paper  to  the  extent  of 
1,000Z.  Mr.  Smith  endorses  it,  and  he  then  hands  it 
to  Mr.  Robinson.  It  is  not  necessary  for  Mr.  Robinson 
to  endorse  it  unless  it  is  endorsed  oyer  by  Mr,  Smith 
to  Mr.  Robinson? — Tes,  but  I  think  the  practice  is 
that  it  has  got  to  be  endorsed  over. 

8607.  Is  it  obligatory  to  endorse  it  over  ? — It  is 
payable  to  "  or  order  "  in  the  first  case. 

8608.  I  know  ? — ^I  see.  The  point  is  whether  you 
can  cut  out  the  endorsement  by  Robinson. 

8609.  Unless  it  is  endorsed  on,  obviously ;  that  is 
the  English  practice,  as  you  know  ? — Tes. 

8610.  Therefore,  it  seems  to  me  that  the  endorse- 
ment need  not  cause  any  bother  at  all  unless  it  is 
endorsed  on  to  somebody  else  ? — Of  course,  the .  only 
difficulty  would  be  if  the  paper  remained  in  my  name. 

8611.  And  you  have  endorsed  it,  but  not  endorsed 
it  on? — Tou  mean  I  have  not  endorsed' it  on ;  I  have 
simply  signed  my  name  and  sold  it  to  you  ;■  you  would 
not  endorse  it. 


8612.  No,  I  should  not.  Why  should  I  ? — How  are 
you  going  to  get  the  interest  unless  I  sign  the  interest 
warrant  for  you  ? 

8613.  I  understand  now ;  there  are  coupons  upon 
it,  are  there? — No,  there  are  little  cages.  I  was 
explaining  that.  On  the  back  of  the  paper  one 
reads  "  interest  for  the  half-year  ending  "  so-and-so ; 
"  interest  for  the  half-year  ending  "  so-and-so  ;  "  in- 
terest for  the  half-year  ending  "  so-and-so ;  and  the  cages 
here  are  independent  of  these;  these  cages  are  for 
endorsement. 

8614.  I  understand  now,  which  I  did  not  before. 
That  is  a  kind  of  paper  with  which,  of  course,  we 
are  not  familiar  in  this  country.  I  should  say  that 
there  are  coupons  attached ;  the  coupons  are  on  the 
back,  but  it  is  the  same  thing,  except  that  they  must 
go  with  the  original  note  in  this  case  ? — It  is  not  a 
coupon. 

8615.  Tou  cannot  cut  off  the  coupon  ? — ^It  is  part 
of  the  paper ;  it  is  printed  on  it ;  but,  of  course,  the 
Government  now  have  been  asking  whether  it  would 
be  possible  to  issue  Government  paper  payable  to 
bearer.  They  have  taken  opinion  in  India  now  whether 
it  would  be  possible  to  have  it  in  the  form  of  stock, 
the  present  notes,  and  paper  payable  to  bearer. 

8616.  It  would  be  quite  possible  to  do  that,  because 
there  is  plenty  of  it  to  be  found  in  London — not  on 
the  Indian  Government,  but  other  loans  ? — ^I  do  not 
know  that  it  has  reached  further  than  the  stage  of 
enquiry. 

8617.  As  regards  the  bank  reserve,  if  you  had  to 
choose  in  what  form  yoiu-  bank  reserve  should  be,  how 
should  you  take  it,  gold  or  rupees  ? — Are  you  referring 
to  Indian  banks  ? 

8618.  Tes,  or  any  bank  ? — The  cash  resei-ves. 

8619.  Tes  ? — ^I  should  keep  them  in  any  form. 

8620.  Tou  would  as  soon  keep  them  in  rupees  as  in 
gold  ? — No,  I  would  sooner  keep  them  in  notes.  They 
are  handier  for  us. 

8621.  I  supposie  you  would  rather  keep  them  in 
gold  than  in  rupees  ? — Not  necessarily.  We  have  to 
believe  that  the  Government  of  India  is  all  right. 

8622.  Still  I  come  back  to  the  old  question  that  the 
gold,  from  my  point  of  view  as  a  banker,  is  pleasanter 
to  hold,  because  it  is  intrinsically  worth  more,  as  you 
have  observed,  than  the  rupee  when  melted  down  ? — 
Quite  so. 

8623.  And  gold  is  world's  money  ? — Tes,  exactly. 

8624.  (Sir  Ernest  Cable.)  Tou  speak  in  youi*  memo- 
randum only  of  the  difficulties  of  a  State  Bank  {see 
pp.  613-5). .  Do  any  advantages  occur  to  you  ?^-I  have 
read  the  memorandum  prepared  by  Mr.  Abrahams,  and  I 
am  afraid  I  do  not  see  any  advantages  now  unless  there 
are  other  advantages  which  h^ve  not  been  disclosed 
there. 

8625.  Tou  were  talking  about  the  mushroom  banks. 
Can  you  tell  me  where  those  mushroom  banks  opei-ate  ? 
— All  over  the  country. 

8626.  Do  you  not  think  that  a  State  Bank  might 
supply  the  place  of,  and  tend  to  abolish,  these  mush- 
room banks  ? — No,  I  do  not  think  so,  for  this  reason, 
that  if  you  had  a  big  State  Bank  you  would  not  get 
the  deposits  out  in  the  same  way.  There  is  money  in 
the  country  to  come  to  good  banks,  but  what  -we  want 
is  the  Government  to  see  that  those  banks  are  kept  in 
leading-strings  for  a  good  long  time  to  come.  They  will 
get  money  which  the  State  Bank  or  the  Presidency 
Banks  would  not  get,  because  the  Presidency  Banks 
cannot  afford  to  pay  the  i-ates,  or  they  do  not  pay  the 
rates,  that  the  smaller  Joint  Stock  Banks  would  pay. 

8627.  Ton  think  the  depositors  throughout  the 
country  demand  higher  interest  ?— They  want  a  bigger 
rate.  I  am  not  aware  what  Sir  James  Begbie,  or  the 
Bank  of  Bombay,  pays  on  deposits,  but  I  believe  it  is 
about  3  per  cent. 

8628.  {Sir. Tames  Begbie.)  It  is  3  per  cent.  ?— If 
you  can  get  another  Joint  Stock  Bank  which  is  willing 
to  pay  4^  per  cent.,  and  if  that  bank  is  properly 
regulated  by  Government,  you  wiU  get  money  to  come 
to  that  bank.  The  bank  has  a  certain  duty  to  perform, 
and  at  3  per  cent,  they  are  not  just  exactly  inviting 
all  the  money  in  the  country  to  come  to  them.     It  is 
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the  same  way  at  liomqi  here  ;  so  much  money  has  had 
to  go  elsewhere. 

8629.  {Sir  Ernest  Cable.)  In  reply  to  the  Chairman 
yon  mentioned  that  it  would  be  an  advantage  for  the 
use  of  currency  notes  to  be  increased  P — Tes. 

8630.  Do  you  not  think  that  could  be  better  brought 
about  by  a  State  Bank  than  by  Government  ? — If 
there  is  one  thing  that  the  Government  have  done  well, 
they  have  managed  their  currency  well. 

8631.  Nobody  denies  that,  but  the  question  is 
whether  a  State  Bank  would  not  be  able  to  push  it 
more  successfully  ? — No,  I  do  not  think  so. 

8632.  {Mr.  Gladstone.)  Let,  me  ask  one  or  two 
questions  as  to  the  nature  of  the  security  to  be 
deposited  with  Government  against  Government  loans. 
You  have  referred  to  the  trouble  and  risks  in  regard  to 
Government  paper  passing  by  endorsement  ? — Tes. 

8633.  Do  you  not  think  that  an  issue  of  short  term 
bearer  bonds,  known  in  this  country  as  floatea's,  will 
get  rid  of  this  difficulty  and  form  a  very  convienient 
secm'ity  ? — As  a  matter  of  fact,  that  is  the  view  I 
took  when  the  Government  asked  opinion  upon  that 
matter. 

8634.  The  creation  of  such  securities  by  Government 
from  time  to  time  in  m.oderate  amounts  might  be  done 
without  inconvenience  ? — ^I  think  it  could. 

8635.  And  if  the  amount  repayable  at  any  one 
time  was  strictly  limited  there  could  not  be  much 
objection  from  the  Government  point  of  view  ? — ^I  do 
not  quite  follow  the  question. 

8636.  If  the  amount  repayable  by  the  Government 
at  any  one  time  on  short  term  bonds — -because  they 
would  have  to  be  short  term  bonds  ? — Tes. 

.8637.  It  would  form  a  good  banker's  security,  and 
it  might  attract  money  not  now  invested  in  Government 
loans  ? — ^Yes. 

8688.  It  would  be  a  safe  secui'ity  for  Government 
to  hold  against  any  loans  they  might  make,  reducing 
to  a  minimum  any  risk  that  they  have  to  carry,  or  any 
adverse  effect  on  Government  loans  in  general' should 
it  ever  prove  necessary  to  realise  such  security  ? — I 
think  that  is  quite  true. 

8639.  {Mr.  Keynes.)  Tou  said  in  reply  to  a  question 
that  the  bank  rate  sometimes  differs  in  different 
Presidencies  F — Tes. 

8640.  I  suppose  that  is  because  money  does  not 
flow  very  readily  from  one  part  of  India  to  another  ? — 
No,  that  is  so. 

8641.  Do  you  hold  that  that  is  an  advantage  ? — 
That  it  should  not  flow  ? 

8642.  Tes  ? — It  is  probably  a  disadvantage. 

8643.  I  think  you  called  attention  to  these  different 
rates  as  showing  that  there  was  no  need  for  a  Central 
Bank.  I  suggest  to  you  it  rather  shows  the  opposite  ? 
— No,  I  mentioned  that  as  showing  that  the  condition? 
in  each  of  these  Presidencies  are  entirely  different, 
that  the  rates,  among  other  things,  are  different.  I 
think  if  you  read  my  note  you  will  see  I  say  that  each 
has  "a  distinctiveness  of  its  own,  and  the  rate  in  each 
is  often  diiiei-ent"  (see  page  613,  paragraph  8). 

8644.  And  the  rate  is  different  because  money 
cannot  readily  flow  from  one  to  another  ? — That  pro- 
bably is  so,  yes. 

8645.  If  there  were  a  Central  Bank  which  directed 
the  flow  of  currency  to  the  different  Presidencies 
according  to  how  much  was  wanted  in  each,  there 
would  be  less  difference  between  the  bank  rates  than 
there  is  now? — Tes,  but  I  do  not  know  that  the 
Central  Bank  could  achieve  that. 

8646.  If  it  attempted  at  all  to  do  that  it  would  be 
an  advantage  ? — It  would  be  a  very  good  thing,  biit 
you  have  the  other  thing  there  ;  if  the  Government  are 
going  to  lend  money,  as  I  suggest  in  this  note  here, 
out  of  theii-  surplus,  it  would  do  the  same  thing. 

8647.  How  do  you  mean?  I  do  not  follow? — If 
the  Government  are  going  to  lend  money  out  of  their 
currency  reserves  and  tide  over  the  seasonal  difficulties 
you  will  have  brought  the  rate  down. 

8648.  But  does  that  affect  the  difference  between 
the  rates  in  the  different  places  ? — It  would,  because 
you  would  probably  have  Madras  as  the  highest,  and 
it  would  probably  be  borrowing  more.  If  there  is  a 
difference,  if  it  is  4,  5,-  and  6  in  one  place,   and  if 


it  is  tighter  in  Madras  than  it  is  in.  Bengal,  then 
Madras  wiU  be  wanting  more  from  the  Government, 
which  would  bring  it  down  to  4. 

8649.  That  is  assuming  that  Madras  would  have  as 
much  security  of  the  right  kind  as  would  be  wanted  for 
the  loan  ? — Tes. 

8650.  Tou  say  that  there, are  local  differences  to 
which  the  banks  have  adapted  themselves.  "What  are 
the  local  differences  of  which  you  are  speaking  ? — The 
differences  in  trade  and  so  on^-finanoing  different 
industries. 

8651.  Do  you  mean  differences  as  to  what  trades 
and  what  individuals  ought  in  different  parts  of  the 
country  to  have  credit? — I  do  not  quite  follow  th^t 
question. 

8652.  The  industi-ies  in  the  United  Provinces  are 
different  from  the  industries  in  Burma? — Tes, 
quite  so. 

8653.  So  are  the  people  ? — Tes. 

8654.  But  that  you  say  does  not  cause  any  difficulty 
to  the  Bank  of  Bengal  ?: — No. 

8655.  What  are  the  sort  of  differences  of  which  you 
are  thinking  which  would  cause  the  difficulty  ? — The 
differences  in  the  nature  of  the  business  ? 

8656.  Tes  ? — Bombay  has  entirely  different  business 
from,  Calcutta,  for  instance. 

8657.  But  so  has  the  United  Provinces  from  Burma  ? 
—Tes. 

8658.  What  is  the  difference  which  is  relevant  in 
the  one  case  and  not  relevant  in  the  other  ? — There 
are  differences .  in  trades,  and  so  on,  and  different 
industries  and  exports. 

8659.  But  the  difference  of  industries  is  no  inter- 
ference as  between  Burma  and  the  United  Provinces, 
but  is  an  interference  as  between  Calcutta  and  Burma  ? 
— Tes,  it  might  be. 

8660.  Why  is  that  ? — ^Tou  are  only  enlarging  the 
scale,  are  you  not ;  you  are  only  enlarging  the  area. 

8661.  Are  not  these  differences  of  a  kind  which 
would  inevitablv  be  left  whoUy  to  a  local  board,  and 
could  not  conceivably  be  the  busines  of  a  central  board  ? 
— It  might  be  arranged  to  leave  them  to  the  local 
board. 

8662.  Are  there  any  differences  which  could  not  be 
left  to  the  local  boards  ? — No,  probably  not.  It  would 
all  depend  on  what  latitude  was  given  to  the  local 
board. 

8663.  With  regard  to  the  mushroom  banks,  from 
what  classes  are  they  drawing  their  deposits,  do  you 
think  ? — Prom  the  artisan,  the  babu,  the  pleader  and 
the  cultivator. 

8664.  Is  that  a  class  which,  apart  from  mushroom 
banks,  does  not  bank  at  all  ? — I  do  not  think  they  bank 
at  all.  Of  course,  the  pleader,  as  an  educated  man,  did 
bank  previously,  but  they  get  better  rates  here,  and 
they  get  a  position  of  importance  on  the  board,  and 
so  on. 

8665.  So  to  a  certain  extent  you  think  the  mush- 
room banks  by  their  high  rates  .  attiaot  money  which 
previously  was  going  to  other  banks  ?  —  No,  not 
necessarily.  Tes,  to  a  cei-tain  extent  to  other  banks, 
and  they  have  probably  tapped  new  sources  altogether. 

8666.  How  are  these  banks  using  their  money  .^ — I 
refer  to  them  in  the  appendix  to  my  memorandum 
(page  619,  paragraph  6)  as  investing  in  all  sorts  of 
things,  such  as  coach-building.  They  wiU  take  a  part 
of  their  money  and  erect  a  soap  factory,  or  a  coach- 
building  business  for  repairing  carriages,  and  so  on, 
and,  of  course,  they  finance  a  great  deal  in  trade. 

8667.  Do  they  on  the  whole  put  their  money  into 
permanent  investments,  or  do  they  keep  it  for  what  I 
may  call  real  banking  purposes  ? — I  should  think  they 
rather  tie  it  up.  In  fact,  they  become  ti-aders  with  the 
money  which  is  given  to  them  as  bankers. 

8668.  What  sort  of  rate  do  they  commonly  pay  on 
deposits  ? — Five  per  cent.,  and  for  two  years  probably 
six  per  cent.  It  is  five  per  cent,  for  one  yeir  and 
probably  six  per  cent,  for  two  years,  and  so  on  like  that 
at  varying  rates. 

8669.  I  think  in  answer  to  Sir  Ernest  Cable  you  said 
that  the  right  solution  was  not  to  introduce  a  Central 
Bank  but  to  have  these  banks  under  Government 
inspection  ? — To  let  them  go  on,  and  not  to  have  them 
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under  Government  inspection  but  to  legislate  for  them 
and  to  provide  that  they  must  do  certain  things  :  they 
must  comply  with  certain  conditions  before  they  are 
floated,  and  after  they  are  floated  they  must  have  a 
certain  percentage  of  cash  to  their  deposits,  and  so  on, 
and  they  must  have  a  certain  percentage  of  capital  to 
their  deposits. 

8670.  If  they  were  properly  regulated  could  they 
afford,  do  you  think,  to  pay  these  high  rates  of  interest  ? 
— I  see  no  reason  why  they  should  not.  They  are 
borrowing  probably  in  districts  which  are  not  advanced, 
and  if  they  borrow  at  5  and  lend  at  9  per  cent,  they 
are  getting  a  profit  margin  of  4  per  cent. ;  and  their 
expenses  'are  vei-y  low  ;  they  have  no  European  estab- 
lishments. 

8671.  If  there  were  diiferent  branches  of  the  central 
bank  in  these  more  remote  places,  would  they  not  also 
be  able  to  afford  to  pay  more  than  the  3  per  cent,  now 
paid  by  the  branches  of  the  Presidency  Banks  ? — Then 
they  would  have  to  alter  their  present  practice,  because 
if  the  central  bank  is  composed  of  the  Presidency 
Banks  a  luiif  orm  rate  obtains  at  all  their  branches,  and 
they  would  only  pay  the  same  rate  at  all  their  branches. 

8672.  Is  that  a  good  plan,  do  you  think  ? — No,  I 
expect  it  would  be  a  very  good  thing  to  let  other  insti- 
tutions than  a  big  institution  open  banks. 

8673.  Is  it  your  opinion  that  a  higher  rate  could  well 
be  paid  in  up-country  districts  than  what  could  be  paid 
in  Presidency  towns  i" — Do  you  mean  a  higher  rate 
paid  by  borrowers  ? 

8674.  A  higher  rate  paid  to  depositors  ? — Yes, 
there  is  a  higher  rate  paid  up-country  than  there  is  in 
the  Presidency  towns. 

8675.  And  it  might  fairly  be  paid  ? — Tes. 

8676.  So  that  if  Presidency  Banks  are  thinking 
mainly  of  their  Presidency  town  trade  in  charging  a 
uniform  rate  which  is  suitable  to  them,  that  tends 
rather  to  hinder  their  development  up  country  ? — If 
they  borrowed  at  one  rate  at  aU  their  branches  and 
lent  at  a  uniform  rate  ? 

8677.  No,  that  was  not  my  question.  If  the 
Presidency  Banks  are  thinking  chiefly  of  their  Presi- 
dency town  customers  and  charge  a  rate  suitable  to 
them  and  then  impose  that  rate  on  their  branches  also, 
you  think  that  hinders  the  development  of  their 
branches  ? — I  have  not  quite  followed  the  question. 

8678.  {Mr.  Qillan.)  "What  Mr.  Keynes  means,  I 
think,  is  that  they  offer  no  more  for  deposits  up  country 
than  they  offer  in  the  Presidency  towns  ? — Is  that  youi- 
point  ? 

8679.  {Mr.  Keynes.)  Tes  ? — ^No,  they  do  not  offer  any 
more,  because  if  they  offered  more  in  Oawnpore,  for 
instance,  than  they  offered  in  Calcutta,  people  in 
Calcutta  would  send  up  to  Cawnpore  to  reap  the 
higher  rate. 

8680.  But  if  the  money  could  only  be  taken  out  at 
the  branch  at  which  it  was  deposited,  would  that  be 
the  case  ? — Quite.  Tou  could  get  currency  notes  and 
send  them  back  again  to  Calcutta,  and  you  coald  get 
yom'  money  back  there,  or  you  could  go  to  the  Currency 
OflS^ces  and  get  a  transfer  for  one-sixteenth. 

8681.  Suppose  that  one  of  the  more  substantial  of 
the  joint  stock  banks  were  in  difficulties,  to  whom 
would  it  look  for  assistance  ? — The  Presidency  Bank  in 
the  first  place. 

8682.  Is  there  any  important  resei-ve  in  cash  out- 
side the  Presidency  Banks  ? — Do  you  mean  banking 
i-eserves  ? 

8683.  Tes,  banking  vesei-ves  ? — Do  you  mean  have 
the  other  banks  got  important  reserves  ? 

8684.  Have  they  reserves  in  cash  apart  from  their 
balances  at  the  Presidency  Banks  ? — Tou  mean  have 
these  other  banks  balances  in  the  Presidency  Banks  ? 

8685.  No,  have  the  other  banks  got  reserves  in  cash 
apart  from  their  balances  at  the  Presidency  Banks  ? — 
Tes. 

8686.  Important  reserves  ? — Tes,  considerable. 

8687.  I  do  not  want  anything  precise,  but  when 
banks  say  that  they  have  cash  in  hand  and  at  the 
Presidency  Bank  amounting  to  so  much,  would  you 
think  they  had  as  much  cash  in  hand  as  they  had  at 
the  Presidency  Bank  ? — A  great  deal  more.  Take  the 
case  of  my  own  bank.    "We  bank  our  surplus  money 


with  the  Bank  of  Bengal,  and  that  is  a  mere  bagateUe 
compared  with  what  we  have  in  our  own  safes.  We 
could  not  possibly  leave  all  the  money  lying  with 
them. 

8688.  "What  is  your  published  proportion? — It  is, 
I  think,  shown  only  as  "  Cash  in  hand  and  at  bankers." 

8689.  About  how  much  is  it — what  proportion  of 
the  balance .' — ^I  could  not  tell  you ;  I  am  not  in  the 
head  office.  Do  you  mean  of  the  proportion  of  the 
bank's  cash  balance  how  much  is  kept  at  the  Presidency 
Bank,  and  how  much  is  in  our  safes  ? 

8690.  No,  I  did  not  mean  to  ask  you  that ;  I  mean 
merely  what  proportion  of  the  deposits,  the  cash  in 
hand  and  the  money  at  the  Presidency  Bank  added 
together  make  ? — I  do  not  think  I  could  tell  you 
straight  off  just  now. 

8691.  Have  you  not  any  approximate  figure  ? 

8692.  {Lord  Faber.)  It  is  20  to  25  per  cent.,  is  it 
not  ? — It  varies  in  Jime  and  it  varies  in  December. 
"When  the  demand  is  greater  the  percentage  is  not  so 
high.  In  June,  of  course,  it  is  very  large  and  the 
money  is  lying  idle,  but  the  figures  have  escaped  my 
memory  at  the  moment. 

8693.  {Mr,  Keynes.)  Tou  suggested  that  perhaps 
a  loan  of  ten  crores  would  be  wanted  to  keep  the  bank 
rate  down  ? — I  do  not  bind  myself  to  that  figure,  you 
understand. 

8694.  No,  but  if  you  take  that  figure,  do  you  think 
the  Indian  banks  could  put  up  security  with  a  good 
margin  to  that  amount .' — The  whole  of  the  Indian 
banks  ? 

8695.  Tes  ."—Probably. 

8696.  Even  if  they  were  limited  to  Government 
Paper  and  a  few  other  Port  Tnist  securities,  and  so 
on.P — Tes. 

8697.  Tou  think  they  could .'' — I  have  not  the  figures 
now,  and  it  is  rather  difficult.  I  cannot  remember 
.just  exactly  how  much  the  Presidency  and  other  banks 
hold  in  these  securities.  It  is  difficult;  it  has  been 
off  my  mind  for  some  time  now. 

8698.  I  do  not  quite  understand  the  mechanism  by 
which  this  money  should  be  lent  to  banks.  Are  they 
to  tender  for  it  ? — No,  the  probable  course  would  be 
that  they  would  write  in  and  say  to  Government : 
"  Could  the  Government  give  them  so  much  money  ?  " 

8699.  Tou  say  in  your  memorandum  :  "  Any  bank 
"  depositing  sufficient  Government  securities  to  be 
"  accommodated;  the  loans  not  to  exceed  three  months 
"  and  to  carry  interest  at  a  rate  to  be  fixed  by  Govem- 
"  ment  from  time  to  time,  but  approximately  five  per 
"  cent."  (page  614,  paragraph  17)  ? — Tes. 

8700.  Do  you  mean  that  the  Government  should 
notify  that  their  rate  at  the  moment  is,  say,  5  per  cent, 
and  then  lend  to  any  extent  which  is  asked  of  them  at 
that  rate  ?— No,  I  take  it  the  procedure  would  be  that 
the  bank  would  probably  want  ten  lakhs  and  would  write 
to  ask  the  Government  if  they  could  get  the  money 
and  on  what  terms  ;  and  the  Comptroller  would  say 
on  what  terms  he  was  prepa.red  to  lend.  If  the- money 
were  going  out  quicker  than  the  Comptroller  cai-ed 
for,  of  course,  he  would  have  to  put  up  his  rate,  but  it 
would  move  more  or  less  in  sympathy  with  the  bank 
rate. 

8701.  It  would  be  within  the  discretion  of  some 
Government  official  to  settle  the  rate  as  he  saw  the 
loans  going  in  or  coming  out  ?— I  think  so.  I  think 
the  Comptroller  might  fairly  be  trusted  ta  do  that. 

8702.  Doing  very  much  what  a  bank  does  ?— Tes, 
practically. 

8703.  Tou  are  proposing  something  which  would 
be  very  far  from  rule  of  thumb  and  would  involve 
some  (Government  official's  exercising  a  discretion  of 
a  kind  usually  exercised  by  banking  officials  ."—Tes, 
to  that  extent  it  would.  If  the  Government  said  that 
they  were  going  to  lend  at  5  per  cent,  and  found  that 
the  rate  was  going  higher,  I  think  the  Comptroller 
would  be  qmte  justified  in  saying  "  we  want  6  per  cent. 
"  now ;  you  are  getting  a  bigger  profit  margin  and  we 
"want  to  share  it."  I  do  not  see  that  there  is  any 
objection  to  the  Comptroller  doing  that. 

8704.  In  the  course  of  your  memorandum  you  say 
that  borrowers  for  all  the  year  round  would  pay 
6  per  cent.     We  have  had  evidence  that  some  borrowers 
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paji  a  good  deal  less  than  6  per  cent.  I  suppose  they 
have  heen  an  excepticmal  class  of  borrowers  ? — Yes, 
very  good  borrowers.  I  know  from  my  own  experience 
as  a  matter  of  fact  firms  who  do  boiTOw  at  less  than 
6  per  cent,  from  the  Presidency  Banks. 

8705.  But  you  say  the  ordinary  man  in  a  fair  way 
of  business  would  probably  have  to  pay  6  per  cent, 
for  all  the  year  round  loans? — Yes,  if  he  is  a  good 
borrower. 

8706.  What  sort  of  security  would  he  give  against 
that  ? — He  might  have  shares,  or  it  might  be  stocks. 

8707.  Something  of  the  kind  which  the  Presidency 
Banks  would  not  take  ? — Oh  dear  me,  no :  Presidency 
Banks  advance  on  anything  if  they  can  get  two  names. 
They  can  drive  a  carriage  and  pair  through  their  limita- 
tions. They  can  lend  on  landed  property  so  long  as 
they  get  two  names  and  the  deposit  of  the  titles  as 
security. 

8708.  We  are  told  in  evidence  that  the  rule  which 
prevents  Pi-esidency  Banks  from  lending  upon  stocks 
and  shares  is  an  inconvenient  one  ? — It  is  about  the 
the  one  thing  that  they  do  not  do,  but  if  I  wanted  to 
borrow  on  stocks  and  shares  all  I  have  to  do  is  to 
overdraw  my  account,  and  I  have  the  stocks  and  shares 
and  I  come  to  you  and  say :  "  Will  you  sign  this 
promissory  note  for  the  Bank  and  sign  along  with 
me  ?  ",  and  you  get  a  small  commission  for  doing  it, 
and  I  get  the  money  all  right  and  they  get  the  shai-es. 

8709.  They  do  actually  take  stocks  an'd  shares  as 
collateral  ? — ^Yes. 

8710.  If  they  get  the  two  names  ? — If  they  have 
the  two  names.  They  may  put  the  shares  in  safe 
custody  ;  I  do  not  know ;  biit  I  know  cases  where  they 
have  the  shares. 

8711.  You  think,  therefore,  that  these  restrictions 
under  which  they  work  are  of  no  practical  importance  ? 
— No,  I  think  they  can  make  such  very  wide  use  of 
them,  but  I  do  not  suppose  the  Central  State  Bank 
would  be  allowed  to  do  things  of  this  soi-t.  They 
could  not  possibly. 

8712.  Do  you  think  the  restrictions  are  of  a  wise 
kind  and  ought  to  be  maintained  ? — The  present 
restrictions  ? 

8713.  Yes  ? — As  I  say,  they  can  make  a  pretty  wide 
use  of  them,  but  they  have  come  to  no  harm  so  far. 

8714.  Would  it  be  a  good  thing  or  a  bad  thing  if 
they  were  strictly  enforced  ?  You  are  suggesting  that 
in  the  case  of  the  Central  Bank  they  would  have  to  be 
strictly  enforced  ? — It  seems  to  me,  according  to  the 
strict  letter  of  the  law,  the  Presidency  Banks  could 
make  these  advances  so  long  as  they  got  the  two  names. 

8715.  If  it  were  to  be  strengthened  up  in  some 
way  so  that  they  could  not  make  loans  on  stocks  and 
shares  would  that  be  a  good  thing  ?— I  would  not  say 
so.     Why  should  they  be  debarred  from  it  if  they  have 

two  names  ?  ^  i  -□     i 

8716.  Is  there  any  reason  why  the  Central  Bank 
should  be  debaired  from  it  ?— The  Central  Bank,  if  it 
is  going  to  be  a  Government  Bank,  I  fancy  would  have 
to  be  kept  much  more  tightly  in  hand. 

8717.  Why  p— Because  under  the  present  conditions 
it  is  possible  to  boiTOw  on  houses  and  lands  and  every- 
thing else.  So  long  as  you  get  two  names  you  can  go 
to  the  Presidency  Banks  and  get  the  loan. 

8718  My  point  is  this,  that  if  the  method  followed 
by  the  Presidency  Banks  is  perfectly  safe  there  is  no 
reason ?— It  is  perfectly  safe  so  far. 

8719  Do  you  think  there  is  any  element  of  danger  ? 
-^Thereis  always  danger  in  banking;  you  are  never 
free  from  it.  It  does  not  matter  what  you  touch.  It 
might  be  right  to-day  and  bad  next  year. 

8720  Indian  banking  has  had  a  very  prosperous 
time  for  ten  years  or  more.  In  what  position  do  you 
think  they  will  find  themselves  to  meet  the  next  severe 
banking  crisis?— It  depends  when  tne  next  severe 
banking  crisis  comes,  and  m  what  form. 

8721  If  there  were  to  be  some  serious  failui-es  and 
at  the  same  time  a  good  deal  of  stringency  ?- Yes,  a 
good  many  would  come  down. 

8722.  Is  it  your  opinion  that  the  Presidency  Bsmks 
are  strong  enough  to  support  the  whole  fabric  of  Indian 
^nkS  L  an  o^ccasiou  of  that  kind?-I  suppose  I  am 


at  liberty  to  say.     Am  I  to  express  opinions  as  to  the 
solvency  of  Presidency  Banks  ? 

8723.  I  am  not  asking  as  to  then-  solvency ;  1  am 
asking  as  to  their  capacity  to  stand  a  strain  in  which 
they  had  to  support  not  only  their  own  liabilities  but 
also  a  large  part  of  other  banking  liabilities  ? — They 
might  to  a  limited  extent  take  on  other  banks  and  help 
other  banks  through,  but  of  course  we  know  that  in  one 
case  they  failed  themselves,  did  they  not  ? 

8724.  What  is  in  my  mind  is  this,  that  it  may  be 
the  case  that  with  the  great  growth  of  deposit  banking 
during  the  past  10  or  12  years,  and  the  growth  of 
dependence  on  Presidency  Banks,  while  they  are  very 
well  able  to  look  after  themselves,  they  would  nob, 
perhaps,  be  able  to  support  all  the  banking  interests 
of  the  country  ? — ^But  why  the  dependence  on  Presi- 
dency Banks  ?  You  said  just  now :  With  the  growth 
of  joint  stock  banks  and  their  dependence  on  Presidency 
Banks. 

8725.  You  told  me  earlier  in  your  evidence  that  if 
they  were  to  get  into  difB.culties  they  would  try 
to  borrow  from  Presidency  Banks  ? — Yes,  that  is 
assuming  difficulties.  They  would  natxirally  look  first 
of  all-to  the  Presidency  Banks. 

8726.  Ten  years  ago  there  were  no  banks,  or 
possibly  about  half  a  dozen,  who  wei-e  in  a  position  to 
get  into  difficulties.     They  did  not  exist  ? — Yes. 

8727.  But  that  is  no  longej-  the  case  ? — No,  there 
are  a  great  many  now. 

8728.  Does  not  that  make  the  whole  situation  more 
complicated  and  serious  ? — It  does,  but  the  remedy  is 
for  the  G-overnment  to  lay  down  restrictions,  and  say, 
"  You  shall  only  conduct  your  business  in  this 
"  manner."  If  the  Government  will  only  do  that,  you 
will  get  a  form  of  banking  which  is  going  to  do  a  lot 
of  good.  It  will  reach  the  places  that  Eui-opeaiis  do 
not  go  to,  and  you  are  going  to  get  out  the  deposits. 
We  want  the  Government  to  come  forward  and  say : 
"  You  have  to  comply  with  certain  restrictions,"  and 
I  consider  that  these  banks  will  fulfil  a  very  useful  role, 
provided  they  are  put  into  leading  strings. 

8729.  But  even  if  they  conduct  their  business  quite 
moderately  and  on  cautious  lines,  the  mere  growth  of 
smaller  banks  necessarily  having  small  resei-ves,  com- 
plicates the  banking  position,  does  it  not? — Yes,  to 
this  extent,  that  it  exposes  you  to  greater  liability  to 
failures. 

8730.  No  one  would  expect  a  small  bank  to  keep  such 
a  very  large  liquid  reserve  that  they  could  get  through 
a  grave  crisis  unaided  ? — ^No. 

8731.  Not  in  India  ?— No. 

8732.  So  that  if  these  banks  grow  there  will 
necessarily  be  a  grept  growth  of  institutions  which 
would  be  in  need  of  some  outside  assistance  at  a  grave 
crisis,  and  that  is  a  new  thing  ? — Yes,  new  to  the 
extent  that  there  are  more  of  them,  and  of  a  less  solid 
type  than  those  which  have  gone  before. 

8733.  Do  you  think  that  if  the  reserves  of  the 
three  Presidency  Banks  were  amalgated,  and  you  had  a 
stronger  central  institution,  that  might  prove  valuable 
at  a  time  of  crisis  of  this  kind  ? — Why  do  you  want 
to  amalgamate  them  if  they  are  there  now  ?  It  makes 
no  difference  if  you  put  the  three  into  one. 

8734.  Is  it  not  your  experience  as  a  banker  that 
three  reserves  in  one  are  of  more  value  than  if  they 
are  separate  ? — ^It  would  be  bigger. 

8735.  Would  it  not  be  more  valuable  ? — ^If  you  put 
three  reserves  together,  there  are  always  the  corre- 
sponding three  liabilities  put  together. 

8736.  But  is  it  not  your  experience  that  if  three 
banks  amalgamate,  from  the  point  of  view  of  their 
reserves  they  are  stronger  than  if  you  have  the  three 
banks  separate  ? — Yes,  that  is  so. 

8737.  Would  not  that  apply  to  the  Presidency 
Banks  ? — ^If  they  were  united. 

8738.  Yes  ? — Yes,  but  do  you  want  to  unite  them 
for  the  sake  of  meeting  this  danger  ? 

8739.  It  is  one  of  the  objects  which  I  have  in  view. 
Do  you  think  there  is  anything  in  it  ? — The  reserves 
would  be  stronger  if  they  were  administered  by  one, 
undoubtedly. 

8740.  And  that  is  an  important  and  relevant  con- 
sideration, because  the  banlang  position  in  India  is 
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becoming  more  difficult  than  it  used  to  be  through 
the  growth  of  smaller  institutions  P — Yes.  I  take  it, 
however,  in  the  event  of  difficulty,  banljs  would  repair 
to  the  Presidency  Bank  in  their  own  sphere,  so  to 
speak ;  if  they  were  in  Bombay  they  wonld  go  to  the 
Ptesidenoy  Bank  in  Bombay  or  in  Bengal  to  Calcutta, 
and  they  would  be  tided  over  in  that  way. 

8741.  {Chairman.)  That  is,  provided  that  the  Presi- 
dency Banks  thought  that  the  institution  was  one 
which  ought  to  be  helped  ? — Tes,  undoubtedly.    - 

■  8742.  You  would  not  assume,  or  wish  other  people 
to  assume,  that  whenever  one  Of  these  minor  institu- 
tions got  into  distress  the  Presidency  Bank  would  as  a 
matter  of  course  carry  it  over  ? — It  could  not  do  so. 
In  the  case  of  the  Bank  of  Burma  the  other  day,  the 
Bank  of  Bengal  refused  to  step  in  and  help  because 
it  WBs  not  a  genuine  case. 

8743.  (Mr.  Keynes.)  So  that  if  thei-e  is  a  crisis  in 
one  Presidency  at  present,  only  the  funds  in  that  Pre- 
sidency are  freely  available  ? — They  can 'be  transferred. 

8744.  But  there  is  difficulty  in  that  ? — No. 

8745.  We  have  had  evidence  that  when  there  was 
trouble  in  Madras  not  many  years  ago  Madras  had  to 
depend  to  a  very  great  extent  upon  its  own  resoiirces? 
— That  may,' of  course,  have  been  due  to  the  fact  that 
the  treasuries  down  there  were  more  or  less  empty'  at 
that  particular  time. 

8746.  Would  not  that  kind  of  difficulty  be  avoided 
by  a  central  institution  which  had  an  eye  to  the  whole 
country  ? — No,  in  the  case  which  you  have  just  men- 
tioned, Madras  was  probably  empty,  and  the  only  way 
you  could  get  over  that  was  by  sending  down  hard 
coia;  is  not  that  sop 

8747.  Quite  so? — Even  if  you  had  a  big*  Central 
Bank;  and  even  now  that  Croveimment  have  simplified 
matters  considerably  by  giving  big  transfers  from 
treasuries  to  other  treasuries,  there  is  still  an  enormous 
amount  of  money  cai-ted  about  the  ooufltry  actually  in 
hard  cash. 

8748:  It  would  be  to  the  interest  of  the  central 
institution  to  send  cash  to'  any-  branch  w'hich  -Was  in 
trouble,  or  to  any  part  of  the  country  where  at  the 
moment  it  was  wanted  ? — Yes,  it  could  still  be  dohe 
now.  ' 

8749.  It  is  nobody's  business  to  do  it  now  ? — I  am 
afraid  1  do  not  understand  you.  Nobody  is  going  to 
offer  money  to  a  small  bank  in  difficulties  until  it  asks 
for  it,  or  unless  it  deserves  it. 

8750.  I  am  suggesting  that  it  is  not  the  btiainess  of 
the  Grovemment  or  of  the  Bank  of  Bengal  to  remit 
sm-plus  funds  to  Madras  because  the  Bank  of  Madras 
is  rather  short  of  funds  ? — No,  quite  so. 

8751.  If  they  were  all  one  central  institution  it 
would  be  their  business  ? — It  woidd  be  the  business  of 
the  central  institution.  It  would  find  that  it  was 
getting  better  i-ates  in  Madi'as  probably  if  there  was  a 
shortage  there,  and  it  would  send  money  down  there. 
If  it  sent  money  down  there  it  would  send  the  rate  up 
in  Bengal  or  Bombay  probably. 

8752.  That' would  be  an  advantage,  would  it  not  ? 
— I  do  not  think  Bengal  would  accord  you  thanks  for 
it,  or  Bombay  either.  If  you  send  money  away  to  one 
place  where  there  is  a  bigger  demand,  it  would 
simply  tend  to  put  up  rates  all  round  elsewhere. 

8753.  But  from  the  point  of  view  of  the  country  as 
a  whole  it  would  be  plainly  an  advantage,  would  it  not  ? 
— I  do  not  see  that  there  is  any  enormous  adva'ntage 
if  the  difference  is  only  one  per  cent. 

8764.  I  did  not  imagine  that  case,  I  imagined  the 
case  of  a  real  temjiorary  difficulty.  If  there  were  a 
central  institution  it  would  be  rather  easier  than  it  is 
now  to  relieve '  that  temporary  difficulty  ? — I  do  not 
think  there  is  very  much  to  be  made  out  of  that.  It 
seems  to  me  if  the  money  is  not  in  the  Treasury  at 
Madras  to  assist  in  a  case  of  that  sort,  it  would  have 
to  go  in  hard  coin,  and  whether  it  is  sent  by  the 
Calcutta  bank  or  by  individuals  or  an  ordinary  joint 
stock  bank,  is  immaterial  so  long  as  it  gets  there. 

8755  But  at  present  if  it  is  in  Calcutta  it  is  only 
available  in  that  Presidency,  it  is  not  available  in 
Madras  ? — They  may  have  a  transfer  of  it. 

8756.  But  in  order  to  get  that  transfer  the  Bank  of 
Madras  has  to  raise  funds  inOalcutta  ? — Yes. 


8757.  Which  is  plainly  more  difficult  for  it  to  do  at 
a  time  of  crisis  than  if  the  authority  of  Calcutta'  is  also 
the  authority  of  Bengal  and  Madras  ? — But  do  you 
not  suppose  if  the  Bank  of  Madras  were  pushed  they 
could  not  send  up  to  Bengal  or  Bombay  and  offer  to 
borrow  there  and  get  the  money  sent  down  in  some 
way  ? 

8758.  There  is  no  doubt  whatever;  they  do  that 
now.  But  I  am  assumii^  this  case,  that  whUe  that 
would  be  done  to  a  certain  extent  there  is  some  diffi- 
culty in  it  ? — There  might  be,  but  at  the  same  time  it 
is  perfectly  open  if  rates  are  very  high  in  Madras  for 
Madras  to  send  to  Bombay  or  Bengal  to  get  the  moniey 
sent  down.  I  do  not  think  the  Central  Bank  would 
make  it  any  easier. 

8759.  T  do  not  think  that  is  my  point,  but  I  will 
not  pursue  it.  I  have  only  one  other  point.  If  the 
notes  preserve  the  same  form  and  the  same  appearance 
and  have  the  same  guarantee,  would  the  fact  that  they 
were  managed  by  a  Central  Bank  militate  against 
them  ? — These  are  things  that  are  very  difficult  to 
express.  You  have  got  to  be  in  India  to  realise  these 
things.     Every  little  change  means  such  a  gi-eat  deal. 

8760  I  am  not  expressing  an  opinion,  I  am  asking 
a  question  ? — Exactly,  but  I  am  really  giving  you  the 
answer  m  a  different  way.  It  would,  I  think.  Any 
change  of  that  sort  would  be  bound  to  affect  the  notfe 
circulation  for  many  yeai-s. 

8761.  If  the  notes  preserved  the  same  appearance, 
and  if  the  Government  did  not  withdraw  their 
guarantee,  you  think  the  fact  that  they  are  issued  by  a 
Central  Bank  would  make  people  distrust  them  ? — I 
think  it  would,  the  same  as  when  the  Government  tried 
to  push  sovereigns  into  circulation  they  went  to  a  dis- 
count. It  was  something  new.  When  they  tried  to 
circulate  sovereigns  it  was  something  new  and  people 
said  "  No,  we  will  not  have  it." 

8762.  But  there  will  be  nothing  new  in  the 
appearance  of  these  notes  or  in  the  security.  You 
think  that  the  ordinary  person  who  would  be  ignorant 
enough  to  be  disturbed,  would  have  knowledge  enough 
about  the  existence  of'  the  central  bank?-^I  think' 
that  the  chance  is  that  it  would  create  a  disturbance 
in  circulation. 

8763.  You  do  serioiisly  say  that? — I  think  it 
would  in  80  far  as  it  would  be  novel.  It  is  a  thing  that 
would  be  got  over  in  time,  there  is  no  doubt.  It  was 
only  a  few  years  ago  when  the  Government  of  India 
priiited  the  Government  promissory  notes  on  different 
paper,  aiid  made  it  very  dark  blue,  and  there  was  all 
sorts  of  talk  about  that. 

8764.  You  would  not  say  that  it  was  more  than  a 
temporary  difficulty  ? — No,  not  more  than  a  temporaiy 
difficulty,  but  there  would  be  difficulty  at  first,  I  think. 
As  I  tell  you,  there  was  the  same  thing  when  the 
Government  promissory  notes  were  changed'  from 
white  and  i-ed  into  mauve.  The  people  wondered  what 
it  all  meant. 

8765.  (Si)-  Shapwrji  Broacha.)  Do  you  think  the 
Presidency  Banks  are  doing  their  business  very 
efficiently  within  their  spheres  of  influence  ? — I  think 
they  are. 

8766.  Money,  of  course,  is  very  cheap  from  June 
onwards  ? — Yes. 

8767.  Supposing  the  Government  were  to  lend 
some  money  during  the  busy  season,  I  think  the  rates 
of  interest  would  not  rule  so  high  ? — No. 

:  8768.  The    State    Bank    could  not   do  anything 
better?— No.  -  '        ^ 

8/69.  When  the  Government  commences  to  lend 
the  money  ? — Quite  so. 

8770.  A  State  Bank  would  require  State  Directors? 
— Yes. 

8771.  It  would  be  only  mating  things  cumbrous  ? 
I  think  it  would. 

8772.  Instead  of  the  State  having  one  Department 
ot  .Accounts,  it  would  have  to  hav6  two  Departments 
oi  Accounts? — Yes. 

8773.  I  suppose  you  know  that  wherever  the 
Government  have  taken  responsibility,  the  Government 
Du-ectors  have  failed  to  carry.it  out?  Do  you  know 
of  that  in  the  Bank  of  Bengal,  and  in  the  Bank  of 
Bombay?    I  will  tell    yoii    the  history  of  it.     The 
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Government  made  a  rule  not  to  lend  more  than  one 
lakh  to  any  person,  fed  they  lent  a  firm  23  lakhs 
without  the  Government  Directors  informing  the 
Government,  and  the  result  was,  when  the  Government 
asked  for  an  expknation,  they  said  it  was  a  serious 
case,  and  they  were  not  bound  to  bring  it  to  the 
notice  of  the  Government  ?— A  serious  casfe  of  necessity 
to  make  the  advance,  I  suppose  ? 

8774  Yes.  So  that  the  Government  Dii-ectors  on 
a  State  Bank  are  no  assurance  of  the  Bank  going,  on 
according  to  the  Statutes  ?— Apparently  these  Govern- 
ment Directors  did  not  justify  their  position,  but  it 
does  not  follow  that  others  would  not. 

8775.  I  think  India  is  a  very  large  country  for  one 
bank  P— Exactly. 

8776.  Tor  people  sitting  in  Calcutta  to  regulate 
the  credits  of  Bombay  and  other  places  ? — Quite  so. 

8777.  I  think  there  is  better  accommodation,  and 
a  better  way  of  negotiating  with  a  bank,  within  the 
sphere  of  your  influence,  than-  by  somebody  sitting  at 
the  end  of  India? — Yes,  you  would  get  into  more 
intimate  touch  with  your  banker. 

8778.  I  suppose  you  know  that  all  the  exchainge 
banks  keep  their  balances  free  in  the  Presidency  Banks 
at  present  ?-^In  Bombay. 

8779.  Yes,  they  keep  their  free  balances  in.  Presi- 
dency Banks  without  interest? — ^Yes. 

8780.  I  do  not  think  they  would  do  more  with  a 
state  bank  at  present  ? — No. 

8781.  They  would  keep  it  in  the  same  way  ? — Yes. 

8782.  The  State  Bank  would  be  no  advantage  in 
the  way  of  keeping  balances  over  the  way  the  Presidency 
Bank  keeps  them  now  ? — -Not  any  more  than  they  are 
at  present. 

8788.  Now  about  the  endorsement  of  Government 
paper.  Do  you  know  that  the  Government  have  asked 
for  opinions  in  what  way  to  prepare  paper,  yhether 
with  coupons  or  whether  they  should  do  away  with  the 
endorsement  or  not  ?  They  have  sent  round  a  circular 
for  the  opinions  of  all  Chambers  of  Commerce  and  all 
Stock  Exchanges,  and  so  on.  Do  you  know  that  the 
Indian  Government  paper  is  more  a  banking  secui-ity 
than  Consols,  even,  in  one  respect,  because  the  interest 
counts  up  to  the  day  of  sale  ;  therefore  you  have  to 
count  in  the  interest  in  considering  whether  you  are 
making  a  profit  or  loss,  because  interest  goes  up  to  the 
day  of  delivery  ? — Yes. 

8784.  That  is  not  so  in  Consols,  which  are  like 
shares  ;  interest  is  payable  on  certain  dates  of  the  year, 
and  the  endorsement  is  a  sort  of  security,  something 
like  a  bill  endorsed  by  different  people  ? — To  preserve 
the  chain. 

8785.  And  aU  the  people  are  responsible  for  any- 
thing wrong  with  the  endorsement  with  all  their 
signatures  above  one  another  ? — 'Yes. 

8786.  So,  of  course,  in  India,  where  the  people  are 
illiterate,  it  is  a  great  safety  to  widows  and'  other 
people.  First  let  me  ask  you  this.  In  India  the 
signatm-e  of  a  widow  or  a  woman  ought  to  be  witnessed 
by  two  witnesses  and  a  Justice  of  the  Peace  ? — Yes. 

8787.  That  is  the  rule  ?— Yes.  "   "     '  ' 

,..  8788.  And  that  is  their  safety  at  present.  Their 
husbands  could  not  force  their  paper  out  of  them,  and 
their  sons  could  not  force  their  paper 'out  of  them, 
because  the  woman  has  to  sign,  or  put  her  ihark  before 
two  witnesses  and  one  Justice  of  the  Peace.  ■  Therefore 
it  would  be  a  vei-y  difficult  thing  for  the  husband  or 
the  son  to  get  it  from  the  woman  ?— Yes. 

8789.  I  suppose  you  know  that.,  some  of  the 
Chambers  of  Commerce  and  other  people  have  facili- 
tated that  by  attaching  coupons  where  the  passing  of 
the  note  must  be  by  endorsement, ,  and  the  Stock 
Exchange  have  given  tbeir  opinion  that  the  note  qught 
to  be  prepared  with  the  coupon  for  six  months'  interest 
attached,  but  passing  the  possession  of  the  notes  must 
be  done  by  endorsement  ? — Yes. 

8790.  That  would  facilitate  interest-taking  ?— Yes. 

8791.  You  think  that  the  currency  .office  should 
give  whatever  is  asked,  gold  or  rupees  or  cuiTency 
notes,  against  demand  ?— Yes,  to  the  extent  that  they 
can  give  the  gold. 


8792.  Then  they  stop  giying  gold?^If  they  have 
not  got  it.  The  Government. do  not  undertake  to  give 
them  gold;  of  course. 

8793.  Do  you  think  it  is  necessaiy  to  undertake  to 
give  gold  ? — No,  I  do  not  think  it  is  necessary. 

'  8794.  Do  you  know  that  in  Prance  they  do  not 
give  gold  when  asked  ? — They  will  not,  no ;  they  can 
keep  it  back. 

8795.  Ought  the  Government  to  accustom  the 
people  to  the  refusal  of  payment  in  gold  by  currency 
offices  ?  Otherwise  when  it  is  not  given  they  will  be 
alarmed? — I  prefer  the  present  ai-rangement  from  a 
banker's  point  of  view.  When  the  Government  can 
givp  us  gold  thesy  should  give  us  gold.  Of  course,  if 
they  cannot  we  quite  understand  it. 

8796.  You  know  that  the  banks  are  imable  to  reach 
the  cultivators  of  India  because  they  are  such  a  small 
people,  but  when  the  rate  of  interest  isi  reduced  the 
sentiment  foj;  money  is  easier :  when  the  bank  rate  is 
eight  or  nine  per  cent,  the  sentiment  becomes  rather 

•  alarmed,  and  the  people  are  rather  more  afraid  to  lend 
than  they  would  be  at  five  per  cent. ;  is  not  that  so  ? — 
Do  you  mean  depositors  ? 

8797.  No,  I  mean  when  the  bank  rate  is  eight  per. 
cent,  the  middlemen  who  are  lending  outside  are, 
generally  more  alarmed  than  when  thfi  rate  is  four  per 
cent.  ?— Yes. 

8798.  When  the  rate  is  easier  the  middlemen  would 
be  better  able  to  afford  to  lend  money  to  the  cultivator 
than  when  the  rate  is  high  ? — Yes. 

8799.  So  the  cultivator  does  benefit  to  that  extent  ? 
He  easily  gets  his  money  from  the  middleman  ? — Yes, 
I  think  there  is  a  benefit  in  that  respect.. 

8800.  {Sir  James  Begbie.)  I  understood  you  to  say 
that  the  bank  rate  of  Bengal  is  usually  1  per  cent, 
less  than  the  Bombay  rate  ? — Not  always.  I  men- 
tioned the.  case  that  it  sometimes  varied,  but  only 
sometimes. 

8801.  I  think  the  usual  position  is  that  in  the  late 
autumn  the  Bombay  rate  is  below  the  Bengal  rate,  and 
then  in  the  spring  the  Bengal  rate,  falls  below  the 
Bombay  rate;  is  not  that  the  usual  thing? — That 
probably  is  about  it,  yes. 

8802.  With  regard  to  the  State  Bank  you  say  that 
the  size  of  India,  is  against  the  efficient  working  of  a 
State  B j,nk.  Do  you  place  much  importance  on  that 
objection  ? — Not  a  tremendous  amount,  but  I  do  think 
it  is  an  objection. 

8803.  There  are  several  banks  which  have  a  chain 
of  branches  all  roitud  the  globe,  and  they  are  to  all 
appeai'anoe  efficiently  working,  are  they  not? — You 
refer  to  exchange  banks,  and  so  on  ? 

8804.  Exchange  banks  and  foreign  banks  ? — Yes. 

8805.  One  question  with  regard  to  Council  Bills. 
You  approve,  I  think,  of  the  existing  Council  Bill 
system,  including,  I  suppose,  sales  in  excess  of  sales 
to  meet  the  home  charges  ;  that  is  in  Part  IV.  of  your 
memorandum  ? — Yes,  I  think  that  is  what  I  stated  {see 
page  615,  paragraph  21). 

8806.  I  understand  from  your  note  that  you  take 
the  purely  trade  point  of  view  that  the  bills  provide 
money  in  India  ? — ^Yes. 

8807.  Do  you  think  that  is  the  only  consideration 
which  should  be  taken  into  account  ? — In  selling  in 
excess  of  the  requirements  of  thetSecretai'y  of  State  ? 

8808.  Yes  ? — ^It  is  one  consideration. 

8809.  It  is  the  only  one  you  put,  is  it  nbt  ? — Ithink 
it  probably  is. 

8810.  You  go  on  to  say  that  theSe  sales  "  are 
"  economical,  inasmuch  as  they  obviate  the  expense  of 
"  the  actual  expoi-t  of  gold  from  London,  and  its 
''  subsequent  re-export  from  lidia,"  Do  you  mean 
re-export  from  India  for  the  purchase  of  silver  ? — Yes, 
or  the  replenishing  of  the  Secretary  of  State's  balances 
if  he  were  not  able  to  sell  any  more. 

S811.  In  the  case  of  purchase  of  silver,  against  any 
saving  effected  as  you  describe,  would  you  not  put  the 
cost  of  shipping  the  silver  ? — Yes. 

8812.  {Mr.  Gillan.)  I  want  to  ask  you  a  few 
questions  about  this  point  of  the  Government  lending 
money  in  India.  I  think  you  said  you  would  require 
■security  for  the  loans  ?-^Ye5. 
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8813.  And  that  you  would  take  Government  paper 
or  Port  Trust  Stock,  or  things  of  that  kind  ? — Yes. 

8814.  But  not  commercial  paper  ? — Do  you  mean 
biUs. 

881-5.  Yes  :■' — I  do  not  think  so. 

8816.  That  is  what  you  said,  I  think  ?^I  did  not 
say  hills. 

8817.  No,  you  said  you  would  not  accept  them  ? — I 
think  not,  no. 

8818.  Paper  of  that  kind  might  often  be  really 
very  good  security,  might  it  not  ? — Yes. 

8819.  The  kind  of  security  on  which  a  bank  would 
lend  ? — Yes. 

8820.  What  I  wanted  to  ask  you  was,  in  excluding 
commercial  paper  do  you  do  so  because  as  a  matter  of 
fact  it  is  Government  which  is  running  the  business  at 
present,  or  because  you  think  the  security  in  itseK  is 
not  good  ? — There  would  be  no  great  object  in  Govern- 
ment taking,  and,  in  fact,  it  would  be  very  burdensome 
and  very  cumbrous  if  Government  were,  say,  to  take, 
hundis,  in  which  the  Presidency  Banks  hold  very 
large  sums  ;  I  think  there  is  a  difllculty  in  making 
advances,  supposing  these  were  re-discotmted  and  held 
by  Government  or  not  exactly  re-discounted,  but  made 
over  to  Government. 

8821.  I  take  it  that  is  a  difficulty  which  arises  out 
of  the  fact  that  Government  is  running  the  business  ? 
— Yes.  I  mentioned  these  Government  securities  and 
debentures  as  I  think  they  are  clean  and  easily  handled. 

8822.  I  am  not  quite  clear  how  you  would  conduct 
the  operation  of  putting  the  money  on  the  market.  I 
think  you  said  that  you  would  not  have  a  system  of 
tender,  but  that  Government  would  announce  the  rate 
and  invite  applications,  or  wait  for  applications  ? — I 
suggested  tnat  as  far  as  the  India  Office  were 
concerned.  "-~ 

8823.  And  you  suggested  it  for  India  too,  did  you 
not  ? — I  did  not  suggest  it  for  India. 

8824.  {Mr.  Keynes.)  I  think  you  suggested  that  the 
Government  should  fix  a  rate,  wait  for  offers,  and  then, 
if  the  offers  were  more  than  it  could  stand,  raise  the 
rate  ? — That  is  it. 

8825.  {Mr.  Qillan.)  That  is  what  I  understood. 
The  point  I  was  coming  to  was  this :  Supposing  the 
Government  has  announced  a  particular  rate,  we  will  say 
.5  per  cent.,  how  is  it  to  distribute  this  money 
between  the  different  classes  ?  Is  it  to  be  merely  to 
the  first  comer?  Suppose  Calcutta  is  the  first  and 
puts  in  an  application  and  asks  for  all  the  money  the 
Government  happens  to  have  at  the  time,  then  is 
Calcutta  to  get  it  ? — It  would  appear  so. 

8826.  In  spite  of  the  fact  that  possibly  there  may 
be  a  greater  demand  for  money  in  Madras  ? — In  Madras 
it  might  be.  I  have  not  thought  that  out  as  to  whether 
it  would  be  expedient  to  advertise,  and  say  that  the 
Government  were  prepared  to  lend  out  so  much  in 
gradual  amounts. 

8827.  Is  not  that  the  difficulty  y— It  probably 
would  be. 

8828.  I  thmk  you  contemplated  that  some  Goveni- 
ment  official  should  have  the  power  of  vaiying  the  rate 
from  time  to  time  ? — Yes. 

8829.  There  is  another  point  of  the  same  kind. 
Suppose  you  go  outside  the  Presidency  Banks  and  lend 
to  Joint  Stock  Banks,  then  some  Government  official 
would  also  from  time  to  time  have  to  determine  the 
status  of  the  applicants,  to  determine  whether  they 
were  banks  of  a  kind  to  whom  he  could  properly  make 
advances,  is  not  that  so  ? — Yes. 

8830.  Would  you  give  that  power  also  to  the  Comp- 
troller ? — If  he  had  the  security — if  the  bank  had  the 
security  to  offer.  It  seems  to  me  that  is  all  the  Govern- 
ment requires.  They  would  not  require  to  draw  the 
line  at  all  if  they  had  the  security. 

8831.  It  is  the  ComptroUer-General  who  is  to  do 
this  business  ? — Yes,  or  any  other  official  designated  by 
Government. 

8832.  Without  reference  to  the  Finance  Depart- 
ment?— He  would  have  to  be  in  touch  with  the 
Finance  Department. 

8833.  But  do  you  not  get  difficulties  there  ?  If  he 
has  to  keep  in  totich,  as  he  would  have  to  keep  in  touch, 
with  the  commercial  world  on  the  one  side,  and  the 


Finance  Department  on  the  other,  and  this  is  business 
of   a   kind,  I  presume,  that  would   have   to   be    done 

immediately ?  —  Would   it    not    be    possible    for 

Government  to  say  beforehand  what  they  are  going 
to  have  available,  or  what  they  could  make  available 
to  finance  trade  in  the  course  of  the  season?  The 
Finance  Department  could  do  that. 

8834.  Estimates  of  that  kind  must  necessarily  vary  ? 

I  quite  agree.     They  could  be  revised  from  time  to 

time,  but  they  could  easily  underestimate. 

8835.  The  drift  of  these  questions  is  this :  I  want 
to  put  to  you  in  a  general  way  that  lending  money  is  a 
difficult  kind  of  business  for  Government  to  run.  I 
put  it  to  you,  and  I  ask  you  whether  you  agree  with 
it,  or  do  not  agree  with  it  ? — I  do  not  think  the  diffi- 
culty is  veiy  great  when  you  are  dealing  with  security. 
You  have  got  seciu-ity.  It  seems  to  me  that  Govern- 
ment officials  are  doing  much  more  difficult  things. 

8836.  I  think  you  said  that  if  Government  lent 
the  money  the  advantage  would  go  not  only  to 
Presidency  Banks  but  it  would  work  its  way  down  to 
the  Joint  Stock  Banks .? — Yes. 

8837.  But  you  doubted  whether  it  would  reach 
further.  You  doubted  whether  it  would  reach  the 
cultivator  in  any  case  ? — Yes,  quite  so ;  a  modicum 
might  reach  him. 

8838.  I  take  it,  however,  that  yotu-  view  is  that  a 
high  rate  of  interest  is  a  big  drag  on  trade  as  a  whole  ? 
—Yes. 

8839.  I  do  not  know  if  you  would  agree  that  possibly 
it  would  affect  the  cultivator  in  this  way,  that  the  man 
who  is  dealing  in  produce  and  is  taking  money  is  taking 
advances  in  order  to  enable  him  to  do  so,  and  if  he  has 
got  to  pay  very  high  rates  possibly  he  cannot  give  the 
cultivator  such  a  good  price  for  the  produce  ? — Yes. 

8840.  Is  that  possible  ?  I  am  asking  your  views  ? 
— If  the  middleman  is  paying  a  big  rate 

8841.  Yes,  then  he  is  doing  his  trading  imder 
onerous  conditions  ? — That  is  not  such  an  important 
factor  as  if  it  is  impossible  or  difficult  for  him  to  get 
the  actual  coin  down.  I  do  not  think  a  matter  of 
2  per  cent.,  the  dilference  between  7  per  cent,  and  9  per 
cent.,  would  much  affect  the  price  which  the  cultivator 
would  get. 

8842.  Yoii  do  not  think  so  ? — No,  I  do  not.  He 
takes  interest  as  an  incidental  part  of  his  business. 

8843.  What  are  the  classes  genei-ally  from  whom  you 
would  get  your  deposits  ?  Can  you  give  me  any  indica- 
tion ? — We  get  them  roughly  from  evei-yone  in  India, 
with  the  exception  of  Government  servants,  who  never 
seem  to  be  able  to  save  money. 

8844.  What  classes  are  included  ? — Indians  of  all 
sorts. 

8845.  Professional  men  chiefly  ?  —  Pleadei's — they 
make  numerous  deposits — barristers  and  doctors,  &c. 

8846.  Is  there  any  other  class  you  can  mention, 
apai-t  from  the  professional  classes  ? — Natives  ? 

8847.  Yes  ? — Yes,  there  are  lots  of  natives  who 
have  deposits. 

8848.  What  are  they  ?— It  is  difficult  to  say. 

8849.  I  mean'  quite  generally  ? — Practically  it  is 
from  all  classes. 

8850.  On  the  other  hand,  to  whom  do  you  make 
loans  ? — We  make  very  large  loans  to  Indians,  and  a 
good  deal  to  Europeans,  of  course. 

8851.  Traders  ?— Yes. 

8852.  Apart  from  ti-aders,  do  you  lend  to  the  lesser 
moneylenders,  so  to  speak  ?  Do  the  village  money- 
lenders ever  come  to  you  for  money  ? — No. 

8853.  So  you  would  say  that  there  is  no  channel  of 
communication  at  present  ? — No,  he  is  on  his  own,  so 
to  speak. 

8854.  Can  you  tell  us  about  this  system  of  cash 
credits  to  agricultmist  societies  ?  I  understand  yoiu- 
bank  have  been  going  in  for  that.  Have  you  done 
much  of  it? — I  started  that,  as  a  matter  of  fact, 
in  connexion  with  ovir  branch  at  Cawnpore.  The 
matter  was  represented  to  me,  and  I  had  a  talk  with 
Sir  John  Hewett  on  the  subject,  and  we  did  go  in  for  it, 
and  we  did  make  loans.  It  is  no  breach  of  confidence, 
as  it  is  stated  in  their  reports,  to  say  that  the 
Unao  Town  Bank  was  our  principal  borrower,  but 
they  became    so  very    wealthy    that    they    do    not 
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require  any  finance  now.  They  are  on  their  own. 
We  have  helped  them  through.  So  far  as  the  bank 
was  concerned,  I  had  some  difiiculty  in  persuading 
the  management  at  my  head  office.  They  took  the 
view  that  these  might  be  very  serious  competitors. 
My  view  was  that  these  co-operative  banks  reach  a 
class  of  people  which  it  is  impossible  for  us  to  reach. 
There  are  crops  there  to  be  financed,  and  you  have 
only  to  take  a  journey  through  an  agricultural  tract 
to  see  the  crops  there.  These  co-operative  banks  are 
a  power  in  the  land,  and  we  have  to  recognise  that 
they  have  come  to  stay.  I  said :  If  you  want  to  help 
them  now,  you  may  as  well  lend  money  to  them  and 
get  a  fair  rate,  as  let  the  money  lie  idle.  Most  of 
them  have  become  independent  now,  and  do  not 
require  assistance. 

8856.  Do  you  look  forward  to  a  development  of 
this  kind  as  making  it  possible  that  there  may  be  a 
connexion,  which  is  at  present  wanting,  between  the 
Central  Bank  facilities  in  India  and  these  local  rural 
facilities — getting  the  money  down  and  up  again  ?^— 
Yes,  in  so  far  as  even  Joint  Stock  Banks  can  help 
them  we  are  helping  trade  by  lowering  rates  all  round, 
and  I  know  that  now  some  of  these  banks  have  invested 
in  Port  Trust  Debentures,  and  so  on,  and  when  they 
are  pressed  they  say,  "  We  will  borrow  on  these." 
Previous  to  that  I  gave  them  temporary  loans  on  their 
promissory  notes,  which  are  the  joint  and  undivided 
responsibility  of  every  member  of  the  society.  I  must 
say  it  was  an  experiment,  but  we  came  perfectly  well 
through  it. 

8856.  Tou  think  it  was  good  business  for  the  bank  ? 
— I  had  a  great  deal  of  sympathy  for  these  co-operative 
banks,  and  I  induced  my  bank  to  go  in  for  it.,  I 
understand  the  Alliance  Bank  have  taken  to  it  also  in 
the  United  Provinces. 

8857.  You  mentioned  the  difficulty  in  connexion 
with  the  system  of  Government  paper.  The  great 
bulk  of  the  Government  paper  is  held  in  this  endorsed 
form,  is  it  not  P — ^Tes. 

8858.  There  is  an  alternative,  that  is  to  say,  stock 
certificates  ? — Yes.     It  is  not  very  well  known,  I  think. 

8859.  It  is  not  so  popular  ? — It  is  not  so  well 
known,  for  one  thing.  In  my  note  to  the  Government 
on  the  subject  I  suggested  that  they  should  be  more 
widely  known,  and  that  an  alternative  might  be  stock 
certificates,  paper  as  it  now  is,  or  bearer  bonds. 

8860.  Do  you  think  that  bearer  bonds  would  be 
popular  with  Indians  ? — No,  I  do  not  think  so.  With 
business  people  it  would  be  quite  popular  and  would 
save  a  great  deal  of  trouble. 

8861.  Apparently,  in  spite  of  difficulties,  they  do 
prefer  these  endorsement  papers  ? — Yes. 

8862.  The  Bank  of  Bengal,  as  agents  of  the 
Government  of  India,  has  to  accept  the  responsibility 
for  the  accuracy, of  these  endorsements,  has  it  not? 
—Yes. 

8863.  So  that  it  is  natural  that  it  should  satisfy 
itself,  as  far  as  possible,  that  the  endorsements  are 
correct  ? — Yes. 


8864.  Another  difficulty  which  you  mentioned  was, 
I  think,  that  the  endorsement  by  an  agent  of  a  railway 
company  had  not  been  accepted  ? — Yes. 

8865.  If  the  agent  had  been  legally  entitled  to  sign 
for  the  company  the  bank  would  have  had  no  option 
but  to  accept  his  endorsement,  would  they  ? — You 
mean  at  the  Public  Debt  Office  ? 

8866.  It  must  be  a  legal  point,  must  it  not  ? — I  do 
not  quite  follow  you  there. 

8867.  As  I  understand,  in  cei-tain  cases,  according 
to  the  constitution  of  the  company,  tjiere  are  certain 
officials  who  can  sign  endorsements,  but  they  are  not 
legally  entitled  to  bind  the  company  F — I  see. 

8868.  It  must  be  a  legal  point  like  that  ? — Yes. 
They  might  have  limited  power. 

8869.  I  only  want  to  make  it  plain  that  the  bank 
could  not  act  in  a  case  of  that  kind  without  considera- 
tion and  legal  advice  ? — Yes,  in  that  case  that  probably 
was  so.  In  the  case  of  another  mercantile  concern, 
where  they  disputed  the  right  of  an  attorney  to  sign 
the  paper,  it  was  said  that  under  the  Articles  of  Asso- 
ciation it  was  not  contemplated  that  the  company 
should  ever  hold  Government  paper,  and  yet  they 
could  invest  the  money  in  everything  else.  The 
Government  said  in  effect :  No,  it  is  not  contemplated 
that  you  should  ever  handle  Government  paper ;  you 
are  cotton  merchants  only. 

8870.  (Lord  Faher.)  May  I  just  ask  one  or  two 
questions  more  ?  If  the  Government  has  a  certain 
amount  of  money  to  lend  on  specified  securities  would 
it  do  for  them  to  ask  for  tenders  from  all  banks  ? — 
I  do  not  think  there  would  be  any  objection  if  it  were 
notified. 

8871.  Then  you  would  get  away  fi-om  the  difficulty 
of  favouring  one  bank  as  against  the  other  in  rate  or 
anything  else,  would  you  not  ? — Yes. 

8872.  Does  the  Indian  Government  lend  its  money 
out  well  now,  in  your  opinion  ? — -No,  it  is  the  biggest 
hoarder  in  India. 

8873.  Another  question,  which  is  rather  a  banking 
questiop.  If  the  commercial  banks  lend  to  these 
co-operative  land  banks  in  India  do  the  commercial 
banks  find  they  can  get  paper  and  security  from  the 
co-operative  banks  ? — I  think  they  are  becoming  that 
way  now.  As  I  said,  we  did  it  first  of  all  purely  as  a 
trial  on  these  promissory  notes  which  we  had  endorsed 
over  to  us,  which  the  rural  bank  itself  had  got  from 
the  cultivators'  society.  We  took  their  endorsements 
over. 

8874.  {Chairman.)  A  witness  the  other  day  told  us 
that  if  you  went  to  the  Currency  Office  in  Calcutta  and 
asked  for  transfers  to  certain  places  the  Government 
would  give  you  a  transfer  at  a  better  rate  if  you  agreed 
to  accept  payment  in  sovereigns  than  if  you  took  pay- 
ment in  notes  or  rapees ;  have  you  any  experience  of 
that  kind  ? — Absolutely  none. 

8875.  You  have  never  known  it  happen  in  the 
case  of  a  transfer  between  Calcutta  and  Cawnpore  ? — 
No,  I  have  never  known  it  happen  in  my  experience 
that  I  can  think  of. 


The  witness  withdrew. 


Mr.  M.  E.  SUNDAKA  Itek  called  and  examined. 


8876.  (Chairman.)  You  are,  I  think.  Secretary  of 
the  Economic  Association  of  Madras  ? — Yes. 

8877.  You  have  been  good  enough  to  prepare  a 
memorandum  for  us,  and  I  propose,  instead  of  asking 
■questions  on  all  that  you  have  written,  to  print  that 
memorandum  as  part  of  your  evidence  (see  Appendix 
No  XXYIII.,  page  620),  and  only  to  supplement  it  by 
questions  that  I  ask  to-day.  I  would  like  to  turn  at  once 
to  the  questions  which  you  have  not  dealt  with  in 
your  memorandum.  Take,  first,  the  question  of  capital 
expenditure ;  what  have  you  to  say  to  that  ?— AU  that 
I  would  say  before  this  Commission  is  that  it  will  be 
impossible  to  raise  enough  capital  from  England  as  we 
have  been  doing  hitherto.  There  are  various  i-easons 
for  that  The  first  reason  is  that  we  cannot  raise  it  so 
cheaply  as  we  have  been  doing  it  hitherto,  because  4^ 
per  cent.  5  per  cent,  and  54  per  cent,  seem  to  be  the 
rates  for  some  of  the  Colonial  securities.      The  second 
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reason  is  that  we  ought  to  be  able  to  get  the  money  at 
the  time  when  we  want  it,  because  we  are  so  much  at 
the  mercy  of  the  seasons ;  and  when  there  is  an 
additional  demand  for  it,  it  will  be  impossible  to  get 
enough  at  a  reasonable  rate  and  for  a  short  period. 
The  third  reason  I  would  assign  is  that  sterling 
borrowing  always  inevitably  leads  to  difficulties, 
whether  they  be  currency  difficulties  or  other  kind 
of  difficulties.  In  the  long  run  it  is  not  desirable  for 
any  country  to  be  permanently  the  debtor  of  another 
country,  becavse  the  debtor  country  will  always  be 
dictated  to. 

8878.  Whau  is  the  inference  you  draw  from  those 
premises  ? — That  it  is  not  possible  for  us  to  raise  as 
much  capital  as  we  want  from  England. 

8879.  Do  you,  therefore,  urge  that  more  capital 
should  be  raised  in  India  itseM  ? — ^Yes.  I  believe  that 
capital  can  be  raised  in  India  itself.    I  would  suggest 
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a  system  of  raising  capital  in  India  by  means  of 
what  I  may  call  something  like  the  French  i-entes, 
that  is  by  the  issue  of  5-rupee  paper  or  1-rupee  paper. 
If  loans  are  raised  in  that  way,  either  through  the 
post  offices  or  through  the  co-operative  societies,  or 
vai'ious  other  agencies,  I  think  plenty  of  money  will  be 
forthcoming  for  the  needs  of  the  Government  of  India. 

8880.  Do  you  think  much  more  can  be  raised  in 
India  than  has  been  raised  in  recent  years  ? — I  think 

.  very  much  more  can  be  raised. 

8881.  Do  you  anticipate  that  the  same  classes 
would  be  willing  to  invest  larger  sums,  or  that  new 
classes  of  investors  could  be  found  ? — I  believe  new 
classes  of  investors  coiild  be  found,  apart  from  the 
people  who  are  now  sending  money  to  the  savings 
bants,  and  the  large  class  who  invest  their  money 
in  landed  property  and  in  other  ways. 

8882.  If  they  put  their  money  into  savings  banks, 
those  are  G-ovemment  savings  banks  in  India,  are  they 
not  F — Tes. 

8883.  G-ovemment  does  have  the  use  of  that  money, 
does  it  not  r — Tes,  to  a  certain  extent. 

8884.  On  the  other  hand,  if  it  is  put  into  jewellery 
it  lies  idle  ? — Tes,  it  does. 

8886.  What  alterations  do  you  think  would  tempt 
those  who  now  put  their  money  into  jewellery  or  hoard  it, 
to  put  it  into  Government  securities  instead  ? — Getting 
some  interest,  however  low  it  may  be. 

8886.  They  might  do  that  now  ? — No ;  there  would 
be  a  difficulty  in  this  respect.  A  deposit  in  the  savings 
bank  is  a  matter  of  some  difficialty  to  the  large 
class  of  illiterate  people.  There  is  the  question  of 
going  to  deposit  the  money  in  a  savings  bank,  and 
then  there  is  the  question  of  the  signature,  which 
would  be  a  great  hindrance  in  many  cases.  People 
who  are  not  able  to  write  their  signatures  properly — 
and  among  the  Indians  there  are  so  many  illiterate 
people — ^would  be  able  to  understand  taking  their 
money  to  a  Government  office  and  getting  a  scrip  of 
paper  for  it,  and  then,  a  few  months  afterwards 
being  able  to  go  to  the  office  and  hand  in  the  paper 
and  get  their  money  back  with  the  interest  added. 

8887.  What  you  suggest  is  really  the  issue  of 
bearer  securities  P — Tes,  something  like  that;  a  kind  of 
certificate  really  which  may  even  be  transferred  or 
assigned. 

8888.  In  very  small  denominations  ? — Tes.  If  you 
were  to  adopt  some  such  system  as  that,  I  am  certain 
you  would  be  able  to  get  in  each  taluk  from  10,000 
to  20,000  rupees. 

8889.  Do  you  think  there  is  scope  for  the  issue  of 
much  larger  amounts  of  rupee  loans  of  the  present 
character  in  India  ? — Tes.  I  think  I  have  got  some 
figures  here  showing  how  much  we  have  taken  back  to 
India. 

8890.  It  is  the  case,  is  it  not,  that  India  has  been 
re-absorbing  rupee  paper  in  recent  years  ? — Tes. 

88.91.  What  figure  do  you  think  the  Government 
of  India  could  safely  count  upon  as  being  able  to  issue 
year  by  year  ? — I  do  not  think  I  would  be  able  to  say 
that.     I  think  it  must  first  be  tried. 

8892.  I  think  in  recent  years  they  have  issued 
about  2  millions  sterling  in  rupees,  have  they  not  ? — 
That  is  so. 

8893.  In  that  case,  would  you  go  on  increasing  the 
amount  experimentally  ? — Tes.  The  loans  at  present 
raised  in  India  are  not  raised  in  a  proper  way.  They 
are  raised  through  the  banks  and  syndicates,  and 
therefoi-e  a  large  amount  of  the  money  that  is  avail- 
able does  not  come  in  at  all. 

8894.  Would  you  advise  that  class  of  loans  being 
raised  in  any  other  way  than  they  are  now  ? — Tes  ;  I 
would  advise  that  they  should  be  raised  through  the 
post  offices,  or  through  the  co-operative  societies,  or 
through  the  district  boards,  or  through  any  other 
agency  which  is  in  touch  with  the  classes  from  whom 
these  loans  can  be  raised. 

8895.  Let  me  turn  now  to  another  big  question : 
Are  you  in  favour  of  the  establishment  of  a  State 
bank  P — 'No,  I  am  not  in  favour  of  a  State  bank. 

8896.  Will  you  tell  me  your  reasons  ? — First,  there 
will  be  the  disadvantage  of  having  the  notes  issued 
through  the   State  bank.     Certainly,  the  note  circula- 


tion will  decrease  once  it  is  handed  over  to  a  State 
bank,  because  the  people  will  not  have  quite  the  same 
amount  of  confidence  in  a  State  bank  note  as  they 
now  have  in  the  Government  currency  note  ;  that  will 
affect  in  its  turn  the  circulation  of  the  rupee,  and  that 
will  complicate  the  question.  Secondly,  all  of  us 
believe  that  the  Secretary  of  State  for  India  and  the 
Government  of  India  are  responsible  to  the  Press  and 
to  public  criticism,  and  I  do  not  think  that  the  Press 
and  public  criticism  can  in  any  way  have  any  control 
over  a  State  bank  if  it  invests  its  money  in  the 
Argentine  or  in  South  Africa.  Even  if  the  system 
were  introduced  of  having  three  Government  directors 
as  the  old  banks  had  in  India,  those  three  Govern- 
ment directors  would  always  be  in  a  minority  as 
against  the  other  directors.  That  is  another  reason 
which,  I  think,  would  be  against  the  popularity  of  a 
State  bank — that  the  Government  would  have  no  real 
control. 

8897.  Ton  think  the  Government  control  would  be 
insufficient?  —  It  would  be  insufficient.  There  may 
be  an  objection  among  the  people  to  entrusting  their 
money  to  a  State  bank.  I  do  not  think  the  money 
would  be  any  safer  than  where  it  is  now,  and  the  note 
issue  could  not  be  popular  because,  as  I  say,  bank 
notes  would  not  be  accepted  with  the  same  amount  of 
public  confi.dence  as  the  Government  ciuTency  notes 
are.  Ton  want  banks  in  every  village;  a  greater 
decentralisation  of  the  banks  is  what  you  want. 

8898.  Ton  think  India  is  too  big  as  a  whole  for  one 
State  bank  P — ^Tes,  it  is  too  big.  Tou  want  money  in 
every  village,  and  I  do  not  think  the  present  banks 
finance  Indian  trade  or  Indian  exigencies  to  the  extent 
that  they  ought  to. 

8899.  Therefore,  you  ai-e  in  favour  of  more  decentra- 
lisation, and  you  are  not  in  favour  of  centralisation  ? 
— That  is  so.  Even  the  banks  as  they  are,  I  think, 
should  have  more  branches  in  the  districts  and  villages. 

8900.  Do  you  think  that  the  Government  coidd  do 
any  more  than  it  has  done  to  encourage  the  opening  of 
new  branches  by  the  bank  P — No.  In  India  they  are 
now  very  busy  establishing  co-operative  societies;  1 
think  if  that  work  could  be  done  properly,  it  would 
after  some  years  prove  to  be  the  means  of  helping 
almost  all  classes  in  the  country. 

8901.  Do  I  understand  that  you  look  rather  to  the 
spread  of  the  system  of  co-operative  societies  than  to 
the  spread  of  actual  banking  ? — Tes. 

8902.  That  is,  if  you  have  the  kind  of  assistance 
that  is  needed  from  the  Government  ? — Tes.  I  will 
explain  it  in  this  way  :  We  had  large  deposits  in  banks 
until  the  recent  failure  of  one  bank  at  Madras,  and 
since  then  people  have  been  investing  their  money  in 
landed  pi-operty  and  in  other  ways. 

8903.  Have  you  studied  the  banking  conditions  of 
Northern  India  at  all  ? — Only  to  a  ve^  small  extent. 

8904.  Have  you  formed  any  opinion  whether  the 
Government  of  India  ought  to  exercise  greater  control 
over  all  the  institutions  calling  themselves  banks  P — I 
do  consider  that  they  should  do  so,  not  only  with 
reference  to  the  so-called  banks  which  are  not,  properly 
speaking,  banks,  but  also  with  reference  to  money- 
lenders and  aU  those  who  place  money  at  the  disposal 
of  the  public. 

8905.  Tou  think  they  ought  to  exercise  such 
control  P — Tes,  over  either  banks  or  money-lenders. 

8906.  Now  as  regards  the  purchases  of  silver  m 
London;  what  have  you  to  say  about  that  ?~I  think 
I  have  stated  in  my  memorandum  (paragraph  34, 
page  629)  that  I  would  stop  the  profits  on  the  rupee 
coinage  being  added  to  the  Gold  Standard  Reserve, 
and  I  would  keep  the  profits  in  bullion  so  that  they 
could  be  used  for  silver  pui-chases. 

8907.  I  do  not  follow  your  reasons  for  that  recom- 
mendation ?— There  seems  to  be  a  good  deal  of  mis- 
apprehension about  having  a  silver  branch  in  the  Gold 
Standard  Reserve.  There  is  no  necessity  for  having  a 
silver  branch  in  the  Gold  Standard  Reserve  if  you 
have  a  fund  for  the  pm-pose  of  purchasing  silver.  I 
think  if  one  were  able  to  point  to  such  a  fund  as  I 
suggest,  that  would  put  an  end  to  all  the  misunder- 
standing which  there  has  been  of  recent  years  about 
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the  sUver  branch.    I  think  some  such  fund  is  absohitely 
necessary  for  coinage  purposes. 

8908.  At  the  present  time  the  profits  on  the  rupee 
coinage  go  to  the  Gold  Standard  Reserve  ?— That  is  so. 

8909.  The  object  of  the  Gold  Standard  Reserve  is 
to  maintain  the  exchange  value  of  the  rupee  ? — Tes. 

8910.  I  think  you  have  expressed  the  opinion  very 
■clearly  and  definitely  in  your  memorandum  that  the 
maintenance  of  the  exchange  value  of  the  rvipee  is  of 
the  highest  importance  to  India  ?— That  is  so. 

8911.  In  matters  of  cun-ency  and  exchange  that  is 
the  first  consideration  which  the  Secretary  of  State 
-should  have  in  his  mind  ? — Tes. 

8912.  If  you  put  nothing  from  the  profits  of  the 
rupee  coinage  into  the  Gold  Standard  Reserve,  how 
are  you  to  build  up  that  Gold  Standard  Reserve  ?— I 
think  the  present  amount  would  be  sufficient  for  the 
maintfinance  of  exchange. 

8913.  Where  would  you  wish  that  reserve  to  be 
held  ? — I  would  wish  it  to  be  held  in  London,  mostly 
in  gold,  and  in  securities — a  few  millions  of  it  in 
securities,  say,  because  then  it  earns  interest. 

8914.  "What  soi"t  of  figure  would  you  suggest  for 
the  actual  gold? — I  cannot  suggest  a  figure,  but  I 
would  say  the  major  portion  of  ifc  may  be  held  in 
gold,  and  the  rest  of  it  in  securities. 

8915.  Would  you  say  that  10  millions  in  gold 
would  be  sufficient,  or  would  you  prefer  15  millions  F — 
I  would  consider  10  millions  to  be  sufficient  ordinarily. 

8916.  What  leads  you  to  think  that  10  millions  in 
gold  would  be  sufficient? — It  is  simply  this,  that  I 
would  rather  like  the  gold  to  be  earning  some  interest 
instead  of  letting  it  lie  idle.  That  is  the  only  con- 
sideration which  makes  m.e  say  that.  These  securities 
can  be  easily  realised  in  any  time  of  stringency. 

8917.  Ton  would  agree  that  the  first  thing  to  have 
is  security,  would  you  not  ? — Yes. 

8918.  To  be  sure  that  your  fund  will  be  adequate 
for  the  purpose  for  which  you  have  created  it  ? — Tes. 

8919.  And  you  would  agree  with  me,  would  you 
not,  that  you  .must  not  jeopardise  its  success  in  your 
■desire  to  earn  interest  ? — No. 

8920.  Since  the  Gold  Standard  Reserve  has  been 
•established  there  has  only  been  one  serious  crisis, 
namely,  the  one  in  1907-8  ? — Yes. 

8921.  The  amount  of  gold  that  was  required  at  that 
time  was  more  than  the  10  millions  you  have  named, 
was  it  not  ? — Yes. 

8922.  Yet  the  crisis  was  not  a  very  severe  one,  was 
it  ? — It  was  a  severe  one,  and  there  were  some  inter- 
national complications  also. 

8923.  But  the  centre  of  international  complications 
was  New  York  and  not  London  ? — That  is  so. 

8924.  A  London  witness  said  to  us  that  the  situation 
would  have  been  much  more  serious  had  the  storm 
centre  been  in  London? — I  think  he  would  know  better 
than  I. 

8925.  Take  the  Indian  side;  you  have  known  much 
worse  famines  occtir  in  India  than  occurred  in  that 
year,  have  you  not  ? — Yes. 

8926.  It  might  happen  even  that  a  period  of  war 
-coincided  with  a  period  of  famine  ? — Yes. 

8927.  Bearing  in  mind  that,  as  you  have  admitted 
to  me,  the  first  object  is  security,  do  you  not  think 
you  are  putting  the  figure  for  the  reserve  rather  low  ? — 

No. 

8928.  Having  in  view  all  those  possible  eventuali- 
ties P— I  would  only  say  that  I  do  not  look  upon  the 
fund  in  the  Gold  Standard  Resei-ve  as  the  only  means 
to  tide  over  such  a  serious  crisis. 

8929.  To  what  else  would  you  look  ?— I  would  look 
to  the  gold  reserve  in  the  Paper  Currency  Reserve,  to 
getting   gold   from   the    cash    balances,  and  then,  if 

,  necessary,  some  loans  could  be  raised. 

8930  Of  course  if  the  storm  centre  is  m  London 
■that  would  not  be  propitious  for  raising  loans  ?— No. 
I  would  gather  the  reserves  for  that  then. 

8931  Under  such  conditions  as  I  have  suggested, 
the  balances  might  be  very  low  ?— Yes,  they  might. 

893"    But  you  would  still  have  the  Paper  Cun-ency 

Reserve   to  draw   upon  ?-I   think    we  cannot  go  on 

.storing  up   gold  in  the  expectation  of  such  a  great 

•  crisis.     No  figiu-e  woiild  be  high  enough  to  meet  such 
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a  serious  crisis  as  would  be  caused  by  a  war  in  India 
with  famines  and  international  complications  all 
occuiTing  at  the  same  time.  I  do  not  think  any 
figure  would  be  sufficient  to  provide  for  such  a  crisis. 

8933.  I  do  not  think  they  would  all  arise  together ; 
but  I  do  yrant  to  suggest  to  you  that  there  are  these 
various  circumstances  which,  either  in  combination  or 
sepai-ately,  might  produce  a  severer  crisis  than  the 
experience  of  1907-8  ? — That  is  so. 

8934.  And  that  even  in  1907-8  you  required  more 
than  1 0  mOlions  of  gold  ? — That  was  so. 

8935.  Therefore,  perhaps  it  would  be  wise  before 
you  begin  to  think  iibout  interest,  to  accumulate  in 
the  reserve  more  of  the  actual  metal  than  you  have 
suggested? — I  do  not  fix  the  figure  at  10  millions. 
It  may  be  10,  12,  13,  or  15  millions ;  it  all  depends  on 
the  state  of  Indian  exchange. 

8936.  One  or  two  witnesses  who  have  come  before 
us  have  thought  that  the  strain  upon  the  Gold 
Standard  Reserve  could  be  relieved  if  the  circulation 
of  gold  in  India  could  be  increased  ;  but  I  think  from 
your  memorandum  that  you  are  not  in  favour  of 
increasing  the  gold  circulation  ? — No ;  and  I  may  say 
that  I  do  not  believe  it  could  be  increased  in  any  way. 
I  have  pointed  out  in  my  memorandum  some  of  the 
places  where  the  gold  would  go  if  it  were  issued. 

8937.  I  think  you  hold  that  a  very  large  proportion 
of  the  gold  which  has  been  taken  by  India  in  recent 
years  has  not  gone  into  circulation  at  all  ? — That  is  so  : 
it  goes  into  the  melting  pot  in  the  ways  that  I  have 
mentioned  in  my  memorandum  (Appendix  XXVIII., 
page  624  et  seq.). 

8938.  You  have  pointed  out  to  us  in  your  memo- 
randum that  the  laws  of  inheritance  tend  very  strongly 
to  increase  the  hoai'ding  of  gold  in  the  form  of  jewellery  ? 
— Yes,  very  strongly. 

8939.  Do  you  suppose  that  in  a  time  of  crisis  much 
of  that  hoarded  gold  which  is  held  in  one  shape  or 
another  would  come  out  ? — If  it  was  a  personal 
necessity  it  would  come  out. 

8940.  That  is  to  say,  if  the  pressure  of  famine 
forced  the  people  to  sell  it  ? — Yes. 

8941.  Do  you  think  it  would  come  out  of  the  hoards 
■  except   under  those  conditions  ? — It  would  not  come 

out  except  under  those  conditions,  because  no  one 
parts  with  his  jewels  until  the  worst  happens. 

8942.  Do  you  regard  the  gold  in  circulation  or  iu 
hoards  as  a  material  support  for  exchange? — No,  I 
would  not  consider  it  to  be  a  material  support. 

8943.  As  far  as  exchange  needs  protection,  you 
could  only  look ? — To  London. 

8944.  To  gold  in  the  control  of  the  Government  ? 
— les. 

8945.  In  the  course  of  your  memorandum  you  say 
that  recent  experience  shows  that  capital  is  not  flowing 
freely  from  England  to  India  ? — That  is  the  case  (see 
page  620,  paragraph  3). 

8946.  It  was,  I  think,  the  hope  of  the  Fowler  Com- 
mittee that  with  the  establishment  of  a  stable  exchange 
the  flow  of  capital  from  this  country  to  India  would  be 
very  much  encouraged  ? — Yes,  it  was. 

8947.  The  stable  exchange  has  been  attained,  has 
it  not  ? — Yes. 

8948.  Why  do  you  think,  then,  that  the  hopes  of  the 
Fowler  Committee  have  not  been  realised  ? — I  do  not 
know  whether  T  can  say  much  in  explanation  of  it,  except 
that  the  higher  irate  of  interest  elsewhere  has  been 
a  temptation. 

8949.  In  other  words,  it  is  due  to  the  superior 
attractions  of  other  places  ? — Yes. 

8950.  And  it  is  not  due  to  any  fault  or  deficiency 
on  the  part  of  the  Indian  Govei-nment  ? — No,  it  is  not 
the  fault  of  the  Government  of  India. 

895  ir  In  your  memorandum  you  give  figures  show- 
ing both  the  imports  and  the  circulation  of  sovereigns 
in  India ;  may  I  ask  from  what  source  those  figures 
are  derived  ? — From  Mr.  Atkinson's  published 
statistics.     They  are  all  taken  from  there. 

S952.  Do  you  know  at  all  how  he  arrives  at  the 
number  of  sovereigns  in  circulation  ? — No ;  I  am  taking 
it  on  trust. 

8953.  In  your  opinion,  I  understand  that  the 
sovereign  is  not  a  coin  which  is  required  as  a  coin  by 
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the  people  of  India? — No,  it  is  too  large  for  their 
ordinary  daily  transactions,  and  the  larger  payments 
are  made  in  notes. 

8954.  Wotild  you  say  that  is  time  of  all  the  districts 
in  India  ? — I  can  speak  only  as  far  as  my  knowledge  is 
concerned. 

8955.  There  are  considerable  differences  in  the 
difBerent  localities,  are  there  not  ? — There  are  differences. 
But  one  knows  the  money  that  is  wanted  for  the  ordinary 
transactions,  and  I  should  rather  say  that  what  I  have 
stated  would  be  the  case  in  Bombay  ard  Madras, 
except  perhaps  with  a  few  traders  in  Bombay. 

8956.  Would  you  agree  that,  as  far  as  they  can  do 
so,  the  Government  of  India  should  meet  the  require- 

,  ments  of  the  public  and  give  them  whatever  they  ask 
for  ? — I  will  not  say  that  the  Government  of  India 
should  be  obliged  to  give  them  gold. 

8957.  But  if  they  have  gold  to  supply,  and  the 
public  ask  for  it,  they  should  give  it  ? — Certainly,  they 
may  give  it  then. 

8958.  Tou  would  give  it  ? — I  would. 

8959  In  cases  where  the  public  is  indifferent,  what 
do  you  think  is  the  wisest  course  for  the  Government 
to  pursue  ? — To  pay  in  silver  or  in  notes, 

8960.  But  not  in  gold  ?— Not  in  gold. 

8961.  I  infer  from  the  answers  you  have  already 
given  me  that  if  they  paid  out  in  gold,  you  do  not 
think  that  in  a  crisis  that  gold  would  materially  support 
exchange  ? — It  would  not  materi3,lly  support  exchange. 

8962.  In  regard  to  another  question  referred  to  us, 
have  you  any  criticism  to  make  of  the  management  of 
the  balances  in  recent  years  ? — I  have  pointed  out  in 
my  memorandum  that  it  is  only  a  temporary  pheno- 
menon, and  that  the  balances  are  not  usually  heavy 
with  the  Government  of  India.  It  is  all  due  to 
temporary  causes,  such  as  a  series  of  good  seasons  and 
also  to  unexpended  sterling  loans. 

8963  So  yon  think  it  is  due  to  abnormal  circum- 
stances ? — Tes,  I  do.  Tou  cannot  expect  to  have  heavy 
cash  balances  in  the  next  year  and  the  year  after  next. 
I  mean  in  successive  years.  The  Government  of  India 
have  to  finance  large  transactions,  and  I  would  consider 
that  even  these  cash  balances  are  not  a  very  heavy 
amotint  for  them.  I  would  leave  the  cash  balances  to 
the  Government  of  India  to  be  used  for  the  necessities 
that  will  arise,  and  1  would  not  lend  them  to  the  banks, 
because  that  is  not  going  to  be  useful  to  the  Indian 
taxpayers ;  it  may  be  useful  to  some  of  the  banks,  but 
it  is  not  useful  to  the  country  at  large  if  you  do  that. 

8964.  Do  you  mean  that  when  they  have  a  surplus  in 
India  beyond  their  requirements,  you  would  propose 
that  they  should  leave  it  in  their  treasuries  until  they 
require  it  ? — They  might  use  it  in  the  reduction  of  their 
capital  expenditure.  That  is  the  only  direction  in 
which  they  can  use  it. 

8965.  It  is  always  the  case,  is  it  not,  that  just  in 
the  busy  trade  months  of  the  year  a  good  deal  of  Indian 
revenue  is  collected  ? — Tes. 

8966.  And  that  therefore  just  at  those  months, 
when  money  is  scarce  in  the  money  market,  the 
treasuries  are  rather  full  ? — Tes. 

8967.  The  money  which  fills  the  treasuries  is  money 
which  will  be,  speaking  generally,  needed  for  the  ex- 
penditure of  the  year,  is  it  not  ? — Tes. 

8968.  So  that  under  those  circimistances  it  cannot 
be  paid  out  at  once  for  capital  expenditure  ? — It  cannot 
be  paid  out  at  once  for  capital  expenditure ;  but  it 
is  no  use  to  lend  it  to  the  Presidency  Banks,  as 
that  will  not  assist  Indians  at  large.  It  will  perhaps 
be  helping  the  Presidency  Banks  to  a  large  extent  in 
their  business,  but  the  Presidency  Banks  do  not  finance 
Indian  trade  as  they  ought  to,  or  as  one  would  expect 
them  to  do.     The  money  might  be  used  in  other  ways. 

8969.  "Would  you  develop  that  a  little?  Buppose 
the  Government  of  India  did  lend  out  money  in  the 
busy  season  when  you  have  bank  rates  of  7  per  cent,  or 
8  per  cent.,  and  suppose  the  Government  of  India  lent 
out  enough  money  to  bring  the  bank  rate  down  to 
6  per  cent.,  do  you  think  that  the  effect  of  that  would 

not   reach  further   than  the   white   community  ? It 

would  reach  further,  but  not  so  far  as  I  have  in  view 
where  the  rates  prevailing  are  from  12  per  cent,  to 
20   per   cent,  or   even  24  per  cent.     I   think   that   is 


the  rate  at  which  the  ordinaiy  Indian  business  man 
boiTows. 

8970.  Then  your  view  is  that  what  I  may  call  the 
cultivator's  money  market  has  really  no  connection 
with  the  bank  rate  ? — That  is  so. 

8971.  And  that  the  relief  of  the  bank  rate  would 
never  get  down  to  him  ? — It  would  not  get  down  to  the 
70  or  80  per  cent,  of  the  people  who  are  agriculturists. 
If  the  money  is  going  to  be  lent  out  to  these  co- 
operative societies,  or  to  banks  which  are  at  the  dis- 
posal of  the  people  at  large,  then  it  would  be  useful : 
but  I  do  not  know  whether  the  money  could  be  returned 
back  when  the  Government  of  India  wants  the  money, 
if  it  were  lent  out  to  these  institutions. 

8972.  Might  it  not  be  filtered  down  to  a  consider- 
able extent  to  those  institutions  through  the  Presidency- 
Banks  ? — No,  it  does  not  do  so,  so  far  as  my  experience 
goes  in  Madras. 

8973.  If  it  is  convenient  to  the  Government  of 
India  to  lend  from  one  source  or  another,  and  it  can 
earn  some  interest  by  doing  so,  do  you  object  to  the 
Government  lending  to  the  Presidency  Banks  ? — No,, 
if  it  can  be  done  without  inconvenience. 

8974.  But  you  do  not  think  a  great  advantage 
would  ensue  to  the  commonalty  ? — No. 

8975.  (Lord  Faber.)  Suppose  a  bank  is  able  to  lend 
out  1001.  for  only  six  months  in  the  year,  and  during 
the  other  six  months  it  is  not  able  to  lend  that  1001. 
out  at  all ;  should  you  think  it  too  much  to  charge 
6  per  cent,  for  the  six  months,  bearing  in  mind  that 
for  the  other  six  months  the  bank  could  not  lend  the 
money  at  all  at  any  price  ? — No,  I  would  not  consider 
it  so. 

8976.  (Mr.  Keynes.)  When  you  said  that  the  notes 
would  be  distrusted  if  they  were  taken  over  by  a 
centi-al  bank,  were  you  thinking  of  notes  which 
were  changed  in  form  from  the  present  form  ? — 
No,  it  is  not  a  question  of  form.  I  think  it  would 
then  be  only  a  bank  note,  and  that  is  how  the 
people  would  consider  it.  I  am  speaking  purely 
from  the  point  of  view  of  the  ordinary  man  in 
the  street ;  he  would  not  consider  it  of  the  same 
value.  A  currency  note  he  considers  to  be  a  Govern- 
ment note  which  can  be  offered  at  a  Government 
office  or  treasury,  where  he  knows  the  officials,  and 
where  he  knows  he  can  change  the  note  for  the 
6  rupees,  or  the  10  rupees,  t£t  it  is  worth.  On 
the  other  hand,  if  it  is  a  bank  note,  it  is  a  question 
of  going  to  the  bank  and  getting  it  cashed.  Thar 
will  affect  what  I  spoke  about  as  the  popularity 
of  the  note,  and  therefore  a  bank  note  will  not 
circulate  so  much  as  a  currency  note  circulates  at 
present. 

8977.  If  the  guarantee  of  the  Government  is 
retained,  and  there  is  no  change  in  the  form  of  the 
note,  and  the  note  issue  is  governed  by  certain  i-ules 
laid  down  by  Act  of  Parliament,  what  would  be  the 
effect  of  the  change,  do  you  think  ? — I  do  not  think 
the  notes  would  circulate  freely. 

8978.  Even  if  the  Government  guarantee  was 
maintained  ? — That  guarantee  is  not  of  much  use  once 
this  law  is  passed.  People  who  hold  currency  notes 
know  that  they  can  hand  them  over  and  get  payment, 
but  I  do  not  think  any  legislation  will  make  the  thing 
clearer  to  them,  or  do  away  with  the  feeling  of  distrust' 
and  the  want  of  confidence.  They  wiU  throw  the 
bank  notes  on  the  market. 

8979.  Do  you  think  so,  even  if  the  guarantee  of 
the  Government  were  retained  ?— It  is  not  a  question  of 
the  guarantee.  At  present  I  do  not  think  that  everyone 
IS  conscious  that  all  these  notes  bear  the  guarantee  of 
the  Govei-nment.  It  is  not  that  that  makes  them  use 
them.  It  is  the  feeling  that  these  notes  are  money.  , 
These  are  cases  in  which  currency  notes  have  been  * 
hoarded  to  the  amoimt  altogether  of  1  crore  or  2  crores. 
A  man  looks  upon  them  as  money.  A  bank  note  will 
not  have  the  same  value  in  their  eyes. 

8980.  The  currency  offices  of  which  you  speak  are 
very  few  in  India,  are  they  not  ?— There  are  a  certain 
number  of  them. 

8981.  The  people  cannot  rely  upon  being  able 
always   to  cash  these  notes,  therefore  ?— That  is  so, 


MINUTES   OF   EVIDENCE. 


357 


6  August  1913.] 


Mr.  M.  Bi  SuN^ABA  Iter. 


but  the  feeling  is  tliat  at  any  moment  a  man  can 
take  it  to  the  office  anifl  have  it  cashed. 

8982.  By  far  the  vast  majority  of  the  people  of 
India  have  never  seen  a  head  currency  office  ? — ^I  think 
most  of  the  people  do  see  the  offices,  because  they  go 
to  them  to  pay  in  the  revenue. 

8983.  The  head  offices  are  only  eight  in  India  ? — 
I  am  talking  of  the  district  treasuries,  where  currency 
notes  can  be  changed. 

8984.  At  those  places  they  do  not  necessarily  cash 
them  P — They  do  cash  them. 

8985.  Not  on  all  occasions  ? — On  every  occasion  I 
know  of. 

8986.  How  many  of  those  offices  are  there  ? — I 
have  no  means  of  telling  you  how  many  there  are  in 
the  districts.  I  am  talMng  of  treasuries  and  sub- 
treasuiies. 

8987.  "We  have  received  evidence  that  there  is  no 
great  freedom  of  exchange  at  these  offices.  Notes 
may  be  received  ia  payment  of  taxes,  but  they  are  not 
easily  or  habitually  changed  in  the  sub-treasuries.  "We 
have  received  evidence  that  what  you  have  been  saying, 
that  these  notes  are  cashed  at  these  sub-treasuries  for 
the  public,  is  not  the  case  ? — That  may  be  so,  but  any 
note  that  ia  taken  to  a  treasury  is  cashed ;  the  money 
is  paid  over  the  counter. 

8988.  (Mr.  Gillan.)  You  cannot  depend  on  that  ? — 
No. 

8989.  It  is  merely  if  it  happens  to  be  convenient  ? 
— Tes. 

8990.  If  they  have  got  rupees  there  you  can  get 
the  rupees  for  your  notes,  but  i£  they  have  not  got  the 
rupees  you  have  got  no  claim  against  them  ? — That  is 
so ;  but  when  they  cash  your  note,  nobody  explains 
that  it  is  only  a  special  occasion,  and  that  the  next 
time  you  will  not  get  it.  It  is  looked  upon  as  a  place 
where  you  can  change  notes. 

8991.  (Mr.  Keynes.)  I  think  we  were  told  ia  evidence 
that  at  the  sub-treasuries  notes  were  never  cashed  for 
the  public  ? — Notes  are  cashed ;  I  have  taken  the  notes 
there  and  got  them  cashed. 

8992.  Sometimes  ?— Tes. 

8993.  Are  you  only  saying  that  it  is  an  idea  abroad 
that  these  notes  are  cashed  at  the  treasuries,  or  do  you 
mean  that  they  can  change  a  note  at  any  moment  they 
like  ? — The  feeling  that  underlies  the  large  circulation 
of  these  notes  is  that  they  are  Grovernment  notes .  Once 
the  note  circulation  gets  into  the  hands  of  the  banks, 
the  people  will  have  no  more  confidence  in  it. 

8994.  I  think  it  is  surprising  that  the  people  should 
have  that  feeling  of  confidence  in  the  currency  notes, 
when,  as  a  matter  of  fact,  they  can  only  occasionally 
change  them  at  the  offices  that  you  speak  of? — As 
long  as  the  Government  issues  the  notes  and  circulates 
them,  the  people  will  take  them  for  their  value. 

8995.  Do  not  those  occasions — we  have  had  evidence 
that  they  are  frequent — on  which  they  are  unable  to 
cash  them  rather  shake  their  confidence  in  the  notes  ? 
— It  does  not  matter,  as  the  man  can  go  to  a  shrofE  and 
get  a  note  cashed.  He  knows  he  can  get  it  cashed  any- 
where, and  that  is  why  there  is  a  feeling  of  confidence. 

8996.  I  am  suggesting  that  this  confidence  does 
not  really  depend  upon  their  being  able  to  take  it  to 
the  oun-ency  office,  but  on  the  general  position  which 
the  notes  have  attained  ? — I  think  you  attach  too  much 
importance  to  their  being  changed  at  the  Indian 
cmTency  offices  ;  but  I  would  say  there  is  a  feeling  in 
the  mind  of  every  man  who  has  got  a  note  in  his  hand 
that  he  can  immediately  turn  it  into  cash,  as  the 
Government  is  responsible  for  its  payment  immediately 
whenever  he  wants  the  money.  That  is  the  feeling 
which  has  brought  about  the  large  circulation  of  the 
cun-ency  notes,  and  Indians  wiU  not  have  the  same 
confidence  in  a  bank  circulating  its  own  notes.  It  may 
be  curious  and  it  may  be  sm-prising,  but  that  is  the 
feeling,  which  one  cannot  get  rid  of. . 

8997.  Ton  understand  that  I  am  imagimng  a  case 
in  which  the  notes  are  managed,  as  one  may  say,  by 
the  bank,  but  the  Government  guarantee  remams,  and 
there  are  certain  rules  regulating  the  issue  of  the  notes, 
which  are  not  changed  in  form,  which  are  encashable 
at  more  places  than  they  are  now,  but  which  are 
managed  by  the  bank  instead  of  by  the  Government— 


that  is  the  whole  amount  of  the  change.  I  am  not 
supposing  a  case  in  which  the  present  currency  notes 
are  abolished  and  are  replaced  by  what  you  call  a 
bank  note  ? — I  quite  understand  that,  aiid  any  other 
educated  man  can  understand  it,  but  I  am  talking  from 
the  standpoint  of  a  large  number  of  illiterate  people  in 
India.  I  do  not  know  who  would  undertake  to  go  to 
them  and  explain  to  them  that  the  new  note  is  the  same 
as  the  old  note,  and  that  there  is  no  difference  in  it. 

8998.  But  if  there  were  no  difference,  wotild  it  not 
be  easy  ? — It  may  be  curious,  but  if  it  is  a  bank  note- 
and  not  a  currency  note  of  the  Government,  that  is 
enough  to  spoU  it  and  to  lessen  its  circulation.  That 
is  how  I  will  put  it,  though  it  may  be  strange. 

8999.  (Sir  Shapurji  Broaeha.)  Do  you  not  think 
hoarding  is  an  instinct  with  us  in  India.''  For  the 
reasons  you  have  stated  in  your  memorandum  you  know 
it  is  almost  inherited  ? — ^I  will  not  say  it  is  inherited,, 
but  all  these  conditions  and  circumstances  must  tend 
to  increase  it. 

9000.  Would  you  not  agree  with  me  that  it  is  an 
instinct  which  we  have  inherited,  owing  to  the  unsatis- 
factory character  of  the  Governments  that  we  have 
had  in  India  before  ? — I  will  not  say  that.  Assuming 
education  advances,  and  that  many  Indians  hold  very 
responsible  appointments,  and  that  most  of  them  know 
exactly  what  and  how  necessary  investments  are,  even 
under  all  those  conditions  I  do  not  think  hoarding  will 
lessen,  because  of  the  reasons  which  I  have  mentioned. 

9001.  Of  course  we  are  getting  rid  of  the  hoarding 
gi-adually,  and  we  are  bringing  out  the  money,  as  we 
know  ;  still  it  is  almost  an  inherited  instinct  which  we 
are  getting  rid  of  by  education  ? — No,  excuse  me,  I  will 
not  say  it  is  an  instinct. 

9002.  In  10  years  we  have  imported  70  millions  in 
bullion  and  57  millions  in  sovereigns,  that  is  127  milliona 
sterling,  which  is  equal  to  190  crores  of  gold,  and  the- 
only  visible  sign  of  that  are  the  25  crores  left  in  the 
currency.  Wo^ld  such  a  thing  happen  in  any  other 
country  ? — I  cannot  say  what  would  happen  in  other 
countries.  I  can  only  say  that  we  can  imagine  that  it 
would  not  happen  in  any  other  country,  but  we  know 
exactly  what  happens  in  India. 

9003.  In  other  countries  the  sovereigns  are  either 
in  the  banks  or  they  are  preserved,  as  it  were,  for 
contingencies.  For  instance,  if  England  had  imported 
10  millions  sterling,  certainly  7  millions  would  have 
been  in  the  Bank  of  England,  or  even  8  or  9  millions  ; 
whereas  out  of  the  190  crores  which  we  have  imported 
into  India,  we  only  see  visible  signs  in  the  possession  of 
the  Government  of  some  25  crores.  As  you  know, 
mi)re  than  any  other  coxmtry,  we  keep,  either  for  orna- 
ments or  for  hoarding,  gold  out  of  circulation;  do  you 
not  admit  that  F — It  is  true.' 

9004.  If  there  were  an  alarm  of  war,  or  anything 
like  that,  instead  of  that  gold  coming  out  of  the  hoards 
the  people  would  ask  for  more ;  they  would  dehver 
their  rupees  and  currency  notes  andask_for  gold,  would 
they  not  ? — Tes. 

9005.  So  that  a  gold  circulation  pushed  by  the 
Government  under  the  idea  that  ultimately  it  would 
help  the  par  of  exchange  is  a  mistaken  notion  .'' — It  is 
mistaken  ;  and  that  is  what  I  said  previously. 

9006.  Now  about  currency  notes;  we  have  been 
accustomed  to  currency  notes  for  the  last  62  years, 
have  we  not  ? — Tes. 

9007.  If  we  were  to  make  any  change  of  policy  in 
respect  of  them  thi-ough  a  State  bank,  or  anything 
like  that,  even  though  we  were  to  guarantee  them,  oiu- 
people  would  be  suspicious  ? — Tes,  they  would  be 
suspicious. 

9008.  And  they  would  think  that  the  State  wanted 
to  shirk  its  responsibility  on  to  the  bank  ? — Tes. 

9009.  So,  instead  of  increasing  the  note  circulation, 
the  note  circulation  would  go  back  ? — Tes. 

9010.  "Whatever  may  happen  50  years  hence  or  25 
years  hence,  the  first  effect  of  a  State  bank  circulating 
notes,  in  whatever  form  you  like,  would  be  to  decrease 
the  circulation  of  the  notes,  would  it  not  ? — Tes. 

9011.  So  a  State  bank  would  not  help  the  circu- 
lation of  the  notes  under  any  circumstances  ? — No,  it 
would  not. 
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9012.  On  the  conti-ary,  it  would  put  the  circulation 
tack  I-' — Yes. 

9013.  You  told  the  Chah-man  that  you  think  India 
is  too  large  for  a  State  bank  ? — Yes,  I  do  think  so. 

9014.  Now  about  the  wealth  reaching  the  cultiva- 
tors. We  have  some  co-opeiative  banks  ;  for  instance, 
there  is  a  large  co-opeiative  bank  in  Bombay ;  and 
through  them  the  money  goes  to  the  cultivators  by 
means  of  the  punchayats,  or  village  communities ;  do 
you  admit  that  ? — Yes, 

901-5.  The  co-operative  bank  in  Bombay  registers 
the  assets  of  the  village,  and  whatever  loans  are  taken 
for  the  moving  of  the  crops  by  the  village,  the  amount 
is  guaranteed  by  the  whole  syndicate  of  the  village ; 
that  is  a  greater  facility  than  any  State  bank  would 
give,  is  it  not  ? — Yes.  I  would  have  that,  not  only  for 
agriculture  but  for  the  other  classes.  1  would  like  to 
see  co-operative  banks  for  weavers  and  for  each  class 
of  the  community  in  order  to  help  that  community 
in  the  particular  way  they  want  with  loans  and 
advances.  They  would  be  much  more  useful  than 
any  State  bank  could  be. 

9016.  It  would  go  farther  down  into  the  middle  and 
the  lower  classes  than  the  State  bank  would? — Yes; 
and  they  are  the  classes  who  really  want  the  money 
.and  cannot  get  it  cheap. 


9017.  If  a  State  bank  were  formed  with  its  manager 
and  directors  at  Calcutta,  you  know  that  at  present  the 
directors  of  the  Bank  of  Bengal  are  all  Europeans, 
though  the  directors  of  the  Bank  of  Bombay  are  half 
natives  and  half  Em-opeans  ;  with  such  a  management 
for  the  State  bank  as  they  have  in  the  Bank  of  Bengal, 
the  State  bank  would  be  of  very  little  service  in  your 
districts,  or  in  any  other  part  of  India,  as  it  would  not 
reach  the  cultivating  classes  ? — That  is  so. 

9018.  Nor  the  middlemen  between  the  cultivating 
classes  and  the  banks? — That  is  so.  All  that  the 
middlemen  do  is  they  take  the  money  at  a  lower  rate 
of  intei-est  and  they  lend  it  at  a  high  rate  of  intei-est. 

9019.  So  that  a  State  bank  would  be  doing  really 
less  service  than  the  three  Presidency  Banks  are  doing 
now  ? — Certainly.  There  has  been  a  discussion  in 
the  papers,  and  in  Parliament,  in  which  very  much 
has  been  said  about  the  Indian  view  and  Indian  opinion. 
If  by  the  word  "Indian"  is  meant  presidents  of  the 
Chambers  of  Commerce  and  the  European  managers  of 
the  banks,  or  an  Indian  who  is  a  director  of  half  a 
dozen  banks,  they  would  have  used  a  very  proper  term ; 
but  if  what  is  meant  by  the  word  "  Indian  "  is  the 
large  class  of  agriculturists  and  artisans,  then  if  it 
is  said  that  the  views  which  have  been  published  are 
the  views  which  Indians  have,  I  think  they  are  taking 
the  name  of  the  Indian  in  vain. 


The  witness  withdrew. 


I  llitary — continued. 
Eqtiipment  Reout.ations  : — 
Part  2,     Details  :— 
Sec.    ■ 

I.  (Infautiy.)     Regular  Army.     1913.  fit/. 

in.     Anny   Soi-viue    Corps.     (Regular   Army.) 
1913.  U. 

XIa.  Horse  Artillery.     Q.F.  13-prr    1913.     9d. 
XIc.  Field    Artillery.      Q.F.  4-.5-inch  Howituer. 
(Regular  Army.)     1913.  9d. 

XII6.  Royal  Garrison  Artillery,  Siege  Artillery, 
Movable  Armament  and  Machine  Guns 
in  Ai-manients.     1913.  1«. 

Xllr.  Heavy  Artillery.  B.Ij.  fiO-pr.  (Regular 
Army.)     1913.  9d. 

Establishments.      Pea.ce.     Pa,rt  II.      Territorial 
Force.     1913-14.  M. 

Examination  Papers  : — 
Officers  Training  Corps.    Cadets  of  the  Junior 
and   Senior   Divisions.       Certificates    A   &    B. 
March  1913.  6i. 

Special  Reserve,  Militia,  Territorial  Force, 
AND  University  Candidates.  March,  1913.  Is. 
Field  Service  Manuals  :— 
Medical  Service.    Army.    Expeditionary  Force. 
1913.  3d. 

Signal  Service,  Signal  Company  (Air-line).   Ex- 
peditionary Force.     1913.  3d. 
Gun.     13-pr.  Q.P.     Handbook  for.    Laud  Service. 
1913.                                                              Is.  3d. 
Infantry  Training,  1911.     Amendments,  Aug. 
1913.                                                        .  Id. 
Postal    Services.      Army.      War.      Manual    of 
1913.  3d. 
Remount  Regulations.     1913.                          3d. 
Rifles,  Short  and    Charger-loading,    Maga- 
zine,  Lee-Enfield.      Handbook   for  Serjeant- 
Instructors  of  Special  Reserve,  Officers  Training 
Corps,   and    Territorial    Force   in   regard   to  the 
Care,  Inspection,  &c.,  of  3d. 
Transport.      Mechanical.      Regulations  for  the 
Appointment  of  Inspectors  of.     1913.  Id. 
Typhoid  (Anti-)  Committee.  .Report.  1912.  2s.  6d. 
Works  Manual.     War.     Provisional.     1913.    4d, 
Admiralty  :^ 
First  Aid  in  the  Royal  Navy.                               9d. 
Flag,  The  Union,  in  its  present  form.     Memoran- 
dum relative  to  the  Origin  of .                                4d. 
Mediterranean  Pilot,  Vol.  II.,  1905.      Revised 
Supplement  (2),  1913.  — 
Uniform  Regulations   for  Chief  Petty  Officers, 
Petty  Officers,  Men  and  Boys  of  the  Fleet,  and  for 
Boys  in  the  Training  Establishments.                  9d. 
Watch  and  Quarter  Bills,  &c.  : — 

No.  1  size.     S.    250   (Revised   Aug.    1912).     For 

complements  above  500.  2s. 

No.  2    size.     S.    250    (Revised   Jan.    1913).     For 

complements  below  500.  2s. 

Board  of  Trade:— 

Explosion  and  Fire  on  Pishing  and  other  small 

Vessels  fitted  with  Internal-combustion  Engines. 

Precautions  against.  l*^- 

Merchant  Shipping: — 

Acts   of  Parliament,  Regulations,  Orders, 

Instructions  and   Notices   now  (May  1913) 

in  force.     List  of  the  principal.  3d. 

Fishing  Boats.     Examination  of  Skippers  and 

Second  Hands  of.     Regulations  for.     Exn.      1 

(Fishing).  3d. 

Tonnage  Measurement  of  Ships.    Instructions 

as  to  the.  1«-  3<i. 

National  Insurance  Act,  1911.    Part  II.    Unem- 

plotmbnt  Insurance.     Parts  II.  and  III.  of  the 

Act,  with  Schedules,  Explanatory  Memorandum, 

and  Statutory  Regulations,  Rules,  and  Orders  in 

connection  with  Unemployment  Insurance.  March, 

1913.  '^'^■ 

Surveys.    Instructions  as  to  .—Master's   and 

Crew  Spaces.  '•^'^■ 

Record  Publications  :— 

I.  Calendars, 

England  and  Spain.  Letters,  Despatches, 
and  State  Papers  relating  to  the  Negotia- 
tions between.  Preserved  in  the  Arcluves 
at  Viemia,  Simancas,  and  elsewhere. 
Vol.  IX.    Edward  VI.    1547-1549.    15s. 

Inquisitions  Post  Mortem  and  other  ana- 
loc^ous  Documents.  Vol.  IV.  Edward  I. 
Tears  29-35.  1^«- 

Patent  Rolls  : — 
Edward  III.    Vol.  XIV.    13(37-1370.   los. 
Henry  in.    Vol.  VL     12(56-1272.       los. 

State  Papers.  Foreign  Series.  Eliza- 
BETH.  Vol.  XVn.  Jan.-June  1583,  and 
Addenda.  ^  ^^    }^^- 

Treasury  Books.    Vol.  YL    16/9-80.  los 


Home  Office : — 

Coal  Mines  Act,  1911.  Test  of  Safety  Lamps. 
Memorandum,  Feb.  (!,  1913.  Id. 

Convict.     The  English.     A  Statistical  Study  by 

*  Charles  Goring,  M.D.,  B.Sc.  Lond.,  Deputy  Medical 
Officer,  H.M.  Prison,  Parkhurst.  (Is. 

Factory  and  Workshop  Acts.  1901  to  1911. 
GertifyiBg-Faotory  Surgeons  and  appointed  Sur- 
geons in  Ireland.  List  of.  Corrected  to  .June  30, 
1913.     List  78.    Aug.  1913.  Is. 

Fencing  of  Machinery  and  Prevention  op 
Accidents  in  Laundries.  Memo.  on.  Form  414. 
May  1913.  Id. 

Fencing  of  Machinery  and  other  Safeguards 
in  Cotton-Weaving  Factories.  Report  on 
Conferences  between  Employer.s,  Operatives,  and 
Inspectors  concerning.  Id. 
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The  Director  General  of  the  Ordnance  Survey,  Southampton ;  or 
The  Superintendent,  Ordnance  Sm^ey,  Dublin ;  or 
Agents  in  most  of  the  chief  towns  in  the  United  Kingdom. 
(N.B. — Small  Scale  Maps  are,  as  a  rule,  procurable  at  Railway  Bookstalls  in  England  and  Wales.) 

5.  The  Journal    of  the    Board  of  Agriculture   is  published  monthly  by  the  Boaid,  at  4,  Whitehall 

Place,  London,  S.W.    Price  4d. 

6.  The  London  Gazette  is  published  on  Tuesday  and  Friday  evenings  by — 

Wyman  and  Sons,  Ltd.     Price  1«. 


The  following  is  a  list  of  some  of  the  more  important 

Debates  of  the  House  of  Lords  and  House  of 
Commons  in  daily  parts  3d.  each,  or  in  bound  volumes 
at  varying  prices. 

Statutes — 

Public  Oeneral  Acts,  Local  and  Personal  Ada,  1913. 

In  separate  Acts,  at  varying  prices. 
Pvblic  General,  Session  1912-13.  With  Index,  Tables, 

(fee.     3s. 
Index  to  Local  and  Personal  Acts,  1801-1899.         10s. 

Subsequent  years  may  be  purchased  separately. 
Second  Revised  Edition. '  1235-1900.    Vols.  I.  to  XX. 

7s.  6d.  each. 
Statutes  in  Force.     Chronological  Table  and  Index  of. 
28th  Edition.     To  the  end  of  the  Session  2  and  3 
Geo.  V.  (1912-3).     2  vols.  10s.  6d. 

Interregnum,  1642-1660.  Acts  and  Ordinances  of  the. 
In  3  vols,  (not  sold  separately).  30s. 

Acts  of  the  Parliaments  of  Scotland,  1424  to  1707. 
Revised  Edition.  10s. 

Statutory  JRules  and  Orders  other  than  those  of  a 
Local,  Personal,  or  Temporary  Chai-acter.  With 
a  liist  of  Statutoi-y  Orders  of  a  Local  Character 
arranged  in  classes ;  an  Appendix  of  cei'tain  Orders 
in  Council,  &o. ;  and  an  Index.  Issued  in  1890  to 
1912.  10s.  each. 

Statutory  Rules  and  Orders  revised.  Statutoiy  Rules 
and  Orders,  other  than  those  of  a  Local,  Personal, 
or  Temporally  Character,  in  force  on  December  31, 
1903.    Yols.  I.  to  Xni.  10s.  each. 

Statutory  Rules  and  Orders  in  force  on  31st  Decem- 
ber, 1912.     Index  to.  10s. 
Histobicai,    Manuscripts.      Reports  of  the  Royal 

Commissioners.     In  course  of  issue. 

Statistical  Abstract  for  the  Colonies  from  1897 

TO  1911.     [Cd.  6533.]  Is.  lOd. 

Do.      Foreign    Countries,    1900    to    1910-11. 

[Cd.  6698.]  2s. 

Do.    British  Empire,  1897-1911.  [Cd.  6622.]  Is.  Sd. 

Do.    British  India,  1901-2  to  1910-11.     [Cd.  6637.] 

Is.  3d. 
Agricultural  Credit  and  Co-operation  in  Ger- 
many.    [Cd.  6626.]  5s. 
Agricultural    Statistics,  England  and  Wales, 
1912.     Prices  and  supplies  of  Corn,  &c.     [Cd.  6906.] 

5d. 
Tuberculosis  Committee.     Final  Report  and  Appen- 
dix.    [Cd.  6641,  6654.]  Is.  lOd. 
Tuberculosis,  Human  and  Animal.    Royal  Com- 
mission.   Report  on  Tuberculin  Tests.     [Cd.  6796.] 

5s.  7d. 
Tropical  Diseases   Research   Fund.     Report  of 
Advisory  Committee,  1912.     [Cd.  6669.]  2s.  3d. 

Irish  Milk  Supply.  Vice-Regal  Commission. 
First  Report,  with  Evidence  and  Appendices.  [Cd. 
6683,  6684.]  3.s.  S^d. 

Night  Employment  in  Factories  op  Male  Young 
Persons  Committee.  Report,  Evidence,  &c.  [Cd. 
650.S,  6711.]  2s.  6id. 

Forestry  Development.     Report  of  Advisory  Com- 
mittee.    [Cd.  6713.]  6d. 
Univebsity    Education   in    London    Commission. 
Final  Report,  Evidence,  &c.    [Cd.  6717, 6718.]  4s.  5d. 
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Parliamentary  and  Official  Publications  recently  issued : — 

British  Trade  in  British  West  Africa,  Straits 

Settlements,   British   Guiana,  and   Bermuda. 

Reports  on.     [Cd.  6771.]  6d. 

Coal  Mines.  Provision  for  Washing  and  Dry- 
ing Accommodation    in.     Report   of  Committee. 

[Cd.  6724.]  Is.  8d. 

Commercial  Intelligence.    Report  of  the  Advisory 

Committee.     1910-13.     [Cd.  6779.]  7^d. 

Imports  and  Exports  at  Prices  op  1900.     Tables, 

with  Memoi-andnm.     [Cd.  6782.]  3Jd. 

Crofters'   Commission,   Scotland.     Final   Report. 

1910-12.     [Cd.  6788.]  2s.  3d. 

Irish  Finance  Committee.  Evidence  and  Appendices. 

[Cd.  6799.]  28. 

Primary  Education,  Ireland,  Committee.    First 

Report,    Evidence,    and    Appendices.      [Cd.    6828, 

6829.]  Is.  104d. 

Reformatory  and  Industrial  Schools  Committee. 

Report.     [Cd.  6838.]  Is. 

Boats  and  Davits  Committee.     Report  (with  plans). 

[Cd.  6846.]  2s.  5d. 

Factories  and   Workshops.    Report.     1912.     [Cd. 

6852.]  2s.  5d. 

National    Insurance    Committee.      Report,    with 

Evidence,  &c.  on  the  Supply  of  Medicines  to  Insured 

Persons.     [Cd.  6853,  6854.]  Is.  6id. 

Scottish   Land   Court.     First  Report.     April-Dec. 

1912.       [Cd.  6864.]  Is.  2d. 

East    India.      State    Technical    Scholarships. 

Report  of  Committee,  with  Appendices.    [Cd.  6867.] 

Is.  5d. 
Canada.  Report  on  Trade.  1912.  [Cd.  6870.]  3d. 
Rural  Education  Conference.     Manual  Processes 

of  Agriculture.     8th  Report.     [Cd.  6871.]  3d. 

Trade  Boards  Act,  1909.     Memoranda  in  reference 

to  tlie  Working  of.     H.C.  134.  3d. 

Finance    Accounts    of    the    United    Kingdom, 

1912-13.     H.C.  173.  5h.d. 

Self-governing  Dominions.    Report  of  the  Colonial 

Office,  1912-13.     [Cd.  6863.]  Ig.  5d. 

Bounties   and    Subsidies    in    respect    of    Sbip- 

BUILDING,  &C.,  in  FOREIGN  COUNTRIES.      [Cd.  6899.] 

5d. 
National  Insurance  (Health).    Report  for  1912-13. 

[Cd.  6907.]  2s.  9d. 

Infant  and    Child   Mortality.      Report   by   the 

Medical    Officer  of   the   Local    Government   Board. 

[Cd.  6909.]  2s.^ 

Military  :— 

Army  Review.     Vol.  V.     No.  I.     July  1913.      Is. 
Chemists  of  the  Research  Department.    Rules 
and  Regulations  specially  relating  to.  Id. 

Equipment  Regulations  : — 


Part  2. 
Sec. 
III. 

XIc. 


Details : — 
Ai-my   Sei-vice   Corps.     (Regular  Anny-/ 

1W3.  ''  id. 

Field   Artillery.     Q.F.  4-5-ijKh  Howit/ft' 
(Regular  Army.)     1913.  ; 
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ABRAHAMS,      Lionel,     O.B.,     Assistant     Under- 
Secretary  of  State  for  India    1-1234,  Apps.  I.-VI, 

xni-xv. 

Approved  borrowers,  method  of  choosing        -      533 

Balajsces  : 

Amount  of,  extract  from   Financial    Statement, 
1889-90.  -        -        -    p.  48 

Closing : 

in  India  and  England  on  31st  March  from  1893 
to  1914        -  -        -        -         p.  74-5 

in  India,  normal  amount  and  object  of      225-7, 

349-52 

Statistics  and  policy  re  -     ■    -  p.  8, 10 

Correspondence    between    Bombay    Chamber    of 

Commerce  and  Government  of  India  re  policy 

in  dealing  with,  1888-9  ...       p.  36-41 

Distribution  of  balances  in  India,  1895-96, 1900-1, 

1905-6, 1910-11, 1911-12, 1912-13  -    p.  76 

Distribution  between  England  and  India  : 

Policy  re  -  -     80-5 

Statistics        -        -        -        -        -        -      p.  1 

Extent    of    surplus    in    future,   impossibility    of 
estimating      ...  -  413—4 

Fluctuations  tmavoidable,  not  much  harm  in  321-5 
High: 

of  last  3  or  4  years,  question  of  retention  in 

India  for   use   in   money   market  not  really 

considered  --...-      419 

Reasons  for    -         ■  55-79,  133-4,  293-304,  p.  9 

Increase,  question  of  effect  on  money  market  415-8 

in  India,  location  of,  and  Government  policy  re 

31,  p.  1-3 
in  London  (India  Office  Balances) : 

not  Affected  by  gold  standard  and  paper  currency 
reserves    ,   -         -         -         -  -       109 

High: 

Explanation        -        -        .        .         p.  20-1 
no  Policy  of  retaining  balance  greatly  in  excess 
of  requirements        -         .     347-8,  p.  19-21 
PubUo  criticism  of,  extract  from  "  Times  " 

p.  19 
Interest,  statistics  ...  .    p.  14 

Location  of     -        -        -        -.51-4, 197,  p.  7-8 

Opening  and  closing,  1909-10  to  1913-14,  p.  83 
Policy  re         -        -      50, 107-8,  148-56,  p.  7-8 
Reduction : 
Impossibility  for  period  1909-10  to  1913-14 

p.  16 

Provided  for,  in  budget  estimates  from  1909-10 

to  1913-14       :        -        .        .       p.  19-20 

Opening  and  closing,  1907-08  to  1913-14      67-73 

Policy  re 148-59 

Remittances  from  India,  see  thai  title. 

Resource  work  in  India,  extremely  well  done       224 

Transfer  from  India  to  England,  method    -    p.  11 

Use  of,  for  purposes  of  trade,  note  by  the  Hon.  Sir 

J.  Westlandon,1899      -        .        -        p.  63-7 

Whole  of,  not  held  at  disposal  of  Secretary  of 

State,  1912-13         ....  426-7 

Bank  of  England,  statutory  enactments  regarding 

account  of  the  Secretary  of  State  at   -        -  p.  354 

Bank  Rate,  Indian: 

Advantages  to  be  derived  by  preventing  high  rates 

periodically  -        -        -        - ,       .  390-7 

Connection  between  high  rate  and  Government 

revenue  collecting  season         .        -        898-404 

Banking  business  by  Government,  question  of    101-6, 

118 
Banks  : 
Exchange,  see  that  title  helow. 

Joint  stock,  Indian,  position  of  -         -         .      p.  6 
Loans  to : 

Difficulty  in  case    of   Government   having   to 
withdraw  money  at  unexpected  times  -       261 
Question  of     -  96,  218-9,  450-1,  p.  5-6 

Presidency,  see  Presidency  Banks. 
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ABRAHAMS,  Lionel,  C.B. — contirmed. 
Bengal,  Bank  of  : 

Difficulty   feperienced   by  Government  in  with- 
drawing money,  1874  -         -     33-4,  p.  3 
Liabilities  and  assets,  1890,  1891, 1892, 1910,  1911, 

1912 P-  78 

Minimum  rates  of  discount,  1901  to  1913    -    p.  86 
Scheme  of,  1867,  for  Central  Bank      -     p.  339-40 

Bengal  Ohambek  of  Commeece  : 

Letter  re  proposal  to  use  half  profit  on  coinage  for 
railway  purposes,  6  September  1907        p.  172-4 

Proceedings  of  interview,  11  January  1899,  between 
deputation  from,  and  the  Hon.  Sir  J.  Westland, 
on  question  of  management  of  Government 
Balances  ....  p.  58-62 

Report  of  Finance  Sub-Committee  in  favour  of 

'  Government  loans  to  Presidency  Banks  during 
seasons  of  stringency  at  less  than  bank  rate 

p.  51-2 
Bombay,  Bank  of  : 

Assistance  had  to  be  promised  by  Government, 
1865,1867      .        -        -  -        -     p.  3 

Attitude  of  shareholders,  1867,  re  proposed  Central 
Bank  -         -         -  p.  340 

Correspondence  between  Bombay  Chamber  of 
Commerce  and  Government  of  India  re  with- 
drawals from,  1888  -  p.  36-41 

Difficulty  experienced  by  Government  in  with- 
drawing money,  December  1863     34-7,  125,  p  3 

LiabiUties  and  assets,  1890, 1891, 1892, 1910, 1911, 
1912        .         .        -        .  -    p.  80 

Minimum  rates  of  discount,  1901  to  1913        p.  86 

Bombay  Chamber   of  Commeece,  correspondence 
with  Government  of  India : 
re  Policy   of   Government   in  dealing  with   cash 
balances,  1888-9      ...  p.  36-41 

re  Use  of  profits    on    coinage    for    purchase    of 
railway  rolling  stock,  1907       -         -        p.  160-3 
Bombay  Miint,   use   of,  for   coinage   of   sovereigns, 
proposal  by  Government  of  India,  but  impractic- 
ability 'of,  and  objections  by  Treasury  to  the  pro- 
posal as  made    -        -        -  .  615-6 
Bonds,  paying  off,  reason  for,  being  more  important 
than  paying  off  bnis   ....  135-7 
Biitish  gold  coia,  see  Sovereigns  below. 
Budget  estimates,  difficulty  of  estimating        p.  9-10 

124,  234,  237,  309-18 
Budget  Tear : 

Change  desirable  if  possible  -  329-30 

January  to    December   would    be    advantageous 

from  budget  point  of  view,  but  difficulties  234-9 

September  to  October,  question  of      .   326-8,  363 

Capital  account,  short  spending  on,  and  steps  being 

taken  to  prevent         ....  296-9 

Capital  receipts  and  disbursements,  1909-10  to  1913 

p.  14 
Central  or  State  Bank: 

Advantages  ...       p.  351-2 

Amalgamation  of  Presidency  Banks : 

Letter  of  Bank  of  Bombay  re,  December  1899 

p.  390 

Minute  by  Mr.  G.  Dickson  re,  1867      p.  369-75 

would  not  be  Sufficient  ....      195 

Area  would  be  a  difficulty  -  -  528 

Capital : 

Increase  would  be  desirable  on  amalgamation  of 

Presidency  Banks,  but  unwillingness  of  banks 

to  increase  capital       -         99-100,  p.  349-50 

Sterling,  preferred   by   Government  of  India, 

1899-1901,  but  rupee  considered  now  to  be 

preferable p.  360 

Correspondence  between  Government  of  India  and 

Secretary  of  State,  1900-1       -         -     p.  426-38 

Correspondence  between  Government  of  India  and 

Presidency  Banks,  1901  -        -        -        -  p.  442 
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ABRAHAMS,  Lionel,  G.B. — continued. 
Centeal  OB  State  Bank — continued. 

Disadvafltages  and  arguments  against        p.  352-3 
Establislinient :_ 
Memorandum  on  proposals  for  p.  339-54 

Question  as  to  probability  or  not  p.  353 

Evidence  before  Indian  Currency  Committee  and 
note  in  report  re     -         -         -  p.  340-1 

Functions : 
Advocated : 

Exchange  business  and   disposal  of   Council 

bills  subject  to  large  degree  of  Government 

co-operation  and  control      119-20,  138-^0, 

160-1,  196,  230-2,  p.  344 

Holding, of  Qovernment  balances  -  p.  343 

Lending  balances,  subject  to  large  degree  of 

•'  Government  co-operation  and  control 

141,145,161 
Management  of  paper  cun-ency  p.  343-4 

not  Advocated : 

Borrowing  in  London  on  security  of  invest- 
ments -         -  p.  345 
Gold    standard    resei-ve     and    gold     coinage 
business  -                   -                   -   145',  p.  345 
Obligatory  issue  of  gold  for  rupees         p.  345 
Receipt  of  deposits  in  London     -         -  p.  345 
Right   to  import  silver  for   coinage  free  of 
duty  and  to  share  in  profits      -         -  p.  345 
Unlimited  obligation  to  sell  bills  on  London  at 
fixed  rate  and  without  limit  of  am.ount,  to 
support  exchange              -         -         -  p  345 
Holding  of   Government   balances,   method    of 
business,  suggestions                            p.  346-7 
Management   of  paper   cuiTency,  suggestion  re 
method  of  business                                 -  p.  347 
Participation   in  sale  of  bills  and  transfers  on 
India,  suggestion  re  method  of  business  p.  347 
Government  participation  in  profits              -  p.  350 
History  of  discussions  re    -                        p.  33.9-43 
Sir  E.  H.  Holden  quoted  re  advantages  of  -  p   342 
Letter  from  Bengal  Government  ?-6,  March  1900 

p.  422-4 

Letter  from    Bombay  Government   re,  February 

1900  -         -         -  p.  417 

Location  question,  Calcutta  suggested  529-9A 

Methods  of  business,  suggestions         -        p.  345-7 

Minute  by  Sir  E.  Law,  January  1901  -      p.  428-38 

Note  by  Mr.  Hambro  -  p-  357 

Provision  for  revision  or  termination  of  arrange- 

'  ments   with    Government   of    India    would    be 

necessary         -         -         -         -         -         '  P-  3i>0 

Relations  with  India  Office,  scheme  p.  347-8 

Report    from    Accountant- General,    Bombay,   to 

Govei-nment  of  Bombay,  December  1899   p.  419 

Coinage,  token,  encouragement  of  greater  proportion 

of  gold  currency  to,  desirable  -    1-881-2 

Council  Bills  and  Tblegbaphic  Transfers  : 

on  Account  of  gold  standard  reserve,  practice  re 

crediting  amount  to  reserve  898-9,  935-9 

Basing  of  budget  estimate   on  forecast   of  what 

Secretary  of  State  can  seU  and  Goveriiment  can 

meet,   and   limitation   of    sales    to    amount   of 

estimate,  question  of,  and  effect  .  p.  23-4 

Decrease  in  demand  for,  causes  of       -  „  _      .?89-92 

Disbursements,  1907-8  to  1913-14      -       P- 67-73 

Excess   of    receipts   over   estimates,    1909-10    to 

1912-13-         -  -  J,  T? 

Fixing  budget  estimate  of,  at   amount   of   home 

charges  and  actual  sales  at  amount  of  estimate, 

impossibility  -  ^     P'^^Vf 

Meeting  of,  by  withdrawal  of  rupees   trom  goltt 

standard      reserve,     correspondence      between 

Government  of  India  and  Secretai-y  of  State, 

1912-13  -  ■  P-  204,  p.  206 

Methods  of  meeting  ■         9&,  iJa" 

against  Paper  currency  reserves,  no  txed  ^^ 

PubHc  satisfied  with  prSseht  systeni  233 

Purchase  of  biUs  by  Secretary  of  State  at  l-3p. 

exchange  profit  made  on  r  ^"°^~S 

Purposes  of  system     -  -         "  t^\L 

Receipts,  1907-8  to  1913-14  ;^,P-       ^ 

Request  by  Exchange  banks  for  issue  of  telegraphic 

transfers  on  London,  1907,  refusal'  telegrams 

b^etween  Viceroy- and  Secretary  of  State-  p.  Ib4 
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ABRAHAMS,  Lionel,  O.B.—cmitinued. 
Council  Bills  and   Telbgbaphic  Tbansebes — 
continued. 


Advantages  of  practice  of  selling  freely,  and 

continuance  advocated  -         -  p.  12,  p.  18 

Alternative  methods  of  regulating,  and  effect  of 

p.  15-18,  p.  22-5 
Budget  and  actual,  1893-4  to  1912-13    -     p.  82 
Comparisons  of,  1909-10  to  1912-13,  and  esti- 
mated sales  for  1913-14  with  sales  if  regulated 
by  any  alternative  methods  -    p.  15 

Date  of  commencement  of  practice  -         -       110 
Effect  on  import  of  gold  into  India  177-8,  p.  21 
in   Excess   of   Secretary   of    State's    immediate 
requirements,  advaniage '  of  giving   option  to 
Secretary     -  -  468-70 

Estimated,  1909-10  to  1913-14,  and  estimated 
home  charges  -    p.  23 

Limitation   of,   to   amount    of    home    charges, 
question  of,  and  effect  -p.  23 

Limitation  as  to  price      -       113,  115,  485,  p.  11 
on  London,  statistics,  1908      -  -  p.  103 

at  Low  rate,  1909-10,  question  of  competition 
with  gold  -  921-9 

Method  of  meeting,  by  transferring  gold  to  paper 
currency  reserve  -         .         .  580 

below  Is.  id:,  justification        -    .     -         -  480-5 
PoHcy      169-70,  264-71,  331-46,  486-7,  537-41, 

1005-7 
Reduction  of,  and  substitution  of  remittances 
by  shipment  of  gold,  cost  of  p.  26-30 

Regulation : 

not  to  Interfere  undiily  with  flow  of  gold  to 

Ihdia  -.  114-7 

Method  488-98,  p.  n-5 

to   Prevent   closing   balance   of   India   Office 

from  exceeding  4,000,0002.,  question  of,  and 

effect  ■  -  p.  24-5 

Policy,  coiTespondence  between  Secretary  of 

State  and  Government  of  India,  1910,  1912 

p.  187-8,  p.  199,  p.  201 

Proposal  of  Government  of  India  and  reply  by 

Secretary  of  State,  1909-10      p.  185,  p.  187 

to  Replenish  gold  standard  reserve  -  476-9 

Restriction : 

Disadvantages  anticipated  179-80,  p.  12-3,  p.  18 

Telegram  from  Viceroy  to  Seeretaiy  of  State, 

22  Januaiy  1913  -  p.  66 

Sale  of  Transfers,  1906  and  1907  :     • 

Correspondence  between  Government  of  India 
and  Secretary  of  State  re  method  of 'meeting 

p.  151 

Loan  from   Indian  branch  of  Gold  Standai-d 

Reserve  to  meet,  see  under  Grold  Standard 

Resei-ve  helow. 

Telegrams  between    Secretary    of   State   and 

Viceroy  p.  146-51,  p.  165-8 

Statistics,  January,  February,  and  March  1913 

and  1912  282-8 

Undertaking  to  seU  without  limit  of  amount  at 

Is.iid.  -         -  474-5 

Variations  from  estimates  p.  12 

Section  of  trade  benefiting  by  system  -  530-2 

against    Treasiu'y    balances     and    against    paper 

currency  reserve,  no  distinctioii  and  no  necessity 

seen  for-  ■         -  -      999-1000 

Ti'ansfer  of  proceeds   into  paper  currency  reserve, 

systeni  -  -  994-8 

Use  of,  saves  loss  incurred  by  shipments  of  gold 

927,  930-2 
OtJEEENCY  : 

Commission  considered  advisable  in  1907  by  Bengal 

and  Kai-achi  Chambers  of  Commerce        p.  174-5 

Duty    of    Government    to    give    people   kind    of 

cui-rency  desired      -    '''  -         -         -     '      1035-7 

Encouragement  by  Government  of  different  forms 

'  of ,  question  of  -         -  1196-200 

Interests  of  India  the  predominant  considei-ation 

'  .  '  .     .        '^^^'^ 

Managed  as  far  as  possible  on  automatic  lines  575, 

912-20 

Note  currency  the  ideal  1149-51,  1201,  1208 

Curzon,  Lord,  Minute  re  Gold  Exchange  Fund,  1900 

p.  121-2 
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ABRAHAMS,  Lionel,  C.B. — continued. 

Debt :  ' 

Disbvtrsements  on  discharge  of,  1907-8  to  1913-14 

p.  67-73 
Discliai-ge  of.  explanation  of  policy  re  27-8,  124 
Expenditure  on  debt  services,  1909-10  to  1913 

p.  81 
Temporary : 

Holding  of  balances  to  meet  maturing  obligations 

76,  p.  65-6 

Maturing  obligations,  1911-12  to  1918-9     p.  65 

Reduction     of     expenditure    on    discharge    of, 

anticipated  disadvantages  p.  17-8 

Unfunded : 

Explanation  -  17-8 

Receipts,  1907-8  to  1913-14  p.  67-73 

Deposits  with  banks  in  England,  particulars  re    130, 

197-201,  450-1 

Deposits  and  Advances  : 

Explanation  -  20-1 

Receipts,  1907-8  to  1913-4  p.  67-73 

Disbursements,  proportion  made  in  England  and  met 
from  proceeds  of  loans  raised  in  England    -    p.  11 

Exchange : 

not  Affected  actually  by  amount  of  silver  token 
coin  in  circulation  -  1274-7 

Crisis  of  1907-8 : 

Buying   of  foreign  imports  a  more  important 

factor  now  -  -  748-53 

possible  Effect  of  dif&culties  among    exchange 

banks' in  a  future  crisis         -         -  754-5 

Exceptional  severity  of    597-602,  747-8,  p.  105, 

p.  106,  p.  107,  p.  108 

Supply   of  gold   for   export  in,  see  wnder  Gold 

helow. 

Effect  of  gold  in  circulation  on,  not  material     718, 

722-3,  1122-3,  1127, 1133,  1152-3,  1270-3,  1305 

Fall: 
Question  as  to  possibility  of,  and  of  extent   1044 
Realisation  of   Treasury  bills   to   meet,   actual 
gold  not  necessary,  payment  can  be  made  in 
banker's  money  646 

Undertaking  by  Government  in  case  of,  to  sell 
exchange  on  London,  at  fixed  price,  question 
of  1045 

Gold  currency  not  necessary  to  maintain  parity 
of  -         -  1036-7 

Maintained  when  kept  within  gold  points  954 

Parity  of,  with  gold-using  countries  and  between 
mpees  and  sovereigns  in  India  1113 

Procedure  for  building  up  sterling  resoiu-ces  for 
support  of,  correspondence  between  Government 
of  India  and  Secretary  of  State  re,  1909-10, 
1912  195-200,   p.  184-5,  p.  186-8 

Rates,  September  1907  to  December  1908  -  p.  103 
Uiidertaking  by  Government   to   maintain,  with- 
in   certain    prescribed   limits,   question    as    to 
possibility  -         -  1090^ 

Value,  dependence  on  balance  of  international 
trade  and  international  indebtedness  662-4, 

718-9,  1275-6 

Exchange  Banks : 

Assistance    by   Government,    telegi-ams    between 

Viceroy  and  Secretary  of  State,  1906      p.  148-9 

Business  of  -         -       248 

Loans  to : 

Question  of  -  258-63 

Statistics,  &c.  250-60 

Memorial  of,  1900,  i.e.,  proposed  Central  Bank, 
and  acknowledgment  by  Secretaiy  of  State 

p.  409-13,  p.  422 
Financial  year,  see  Budget  year. 
Fowler  Committee,  question  whether  recommenda- 
tions of,  were  violated,  violation  not  admitted 

803-24 

Gold  : 

Amount    of    gold  and    gold    securities  held  by 

Government  at  present  -         -  1054-6 

no  Difficulty  in  people   obtaining,  in   reasonable 

quantities  620-1 

Double  meaning  attached  to       -  559 

Effect  on  Exchange,  see  vmder  Exchange  above. 


ABRAHAMS,  Lionel,  C.B. — continued. 
Gold — continued. 

in    England,  earmai'king  of,  for  Indian   pui-poses 

alone  -  -  675-6 

Exports,  statistics  -  p.  13 

Government   should  export,  to   London,   or   take 

steps  to  secure  export,  if  large  sum  in  hand  in 

case  of  exchange  crisis  1095 

Held  in  resei-ves  and  treasuries,  1901-2  to  1912-3 

p.  85 

Holding  of,  1908,  1909,  1910  1249-53 

great'Increase  in  world's  production  -       724 

in  India,  decrease   in  Government    gold    between 

September  1907  and  December  1908  p.  90 

from  Indian  mines,  annual  amount  -  p.  214 

Obligations,  recommendation  of  Fowler  Committee 

re  restricting  -    488-92;  p.  11-2 

Receipt   of  bullion  formerly  by  Government   of 

India  in  exchange  for  rupees,  but  abandonment 

of  -     1324 

Shipments  to  England,  practice  re      p.  12-3,  p.  16 

Supply  of,  for  export,  in  exchange  crisis,  1907-8 : 

Explanation  of  proceedings  838-42 

Telegi-ams    between    Secretary    of     State    and 

Viceroy  -         -  -        p.  164-5 

Transfer  of  5  to  8  millions  to  London  with  view  to 

Government  undertaking  to  maintain  exchange, 

question  of  1092-4 

Gold  Cueeency  foe  India  : 
see  also  Sovereigns  helow. 
Advantages  of,  in  opinion  of  Indian  Government 

1127-34 
Advantages  of  gold  standard  possessed  at  present 

1144-6 
Attitude  of  Fowler  Committee  re  1026-8 

Conditions  necessary  to  1029-02,  1212 

Desirable  and  liking  of  people  for  gold  money 

619,  625 
Encom-agement  by  Government  of  use  of,  question 
of  -  -         -  1201-8 

in  Existence  practically       -  -  983-4,  1032 

Increase  of  reserves  prefen-ed  1303-4 

Increase  of,  at  expense  of  gold  standard  resei-ve 
would  make  exchange  less  stable  1209-17 

Increase  desirable  if  desired  by  people       1139-42 

1147-9 
Opinion  of  Government  of  India  re  1114-22 

Position  of  India  as  regards,  similar  to  that  of 
many  other  countries  -         .  ,       1016-25 

Suitability  of,  for  India  1268 

10  rupee  piece  : 

Cheaper  to  coin  than  sovereigns   1245-8, 1321-3 

Con-espondence  between  Secretary  of  State  and 

Government  of  India  -  1143 

Fineness  should  be  same  as  sovereign  to  enable 

exchange  by  weight  -  1163 

Popularity,  question         1178-80, 1238-45, 1269 

Public  opinion,  question  of,  and  of  Mysore  mine 

owners        -  .  1166,1174-6 

Treasury  would  have  no  jurisdiction  617 

Gold  Exchange  System  : 
Ideal  ...  -         -         -      623 

Nature  of  -  .  623-4 

Gold  Mint  in  India.- 

Advantages  that  coin  other  than  sovereign  could 

be  coined         -  .  .  1124-5 

Advantages  slight,  as  sovereigns  can  be  impoi-ted 

to  great  extent  .  .     ix24 

Bullion,  question  as  to  som-ce,  and   difaculty  as 

regards  import  owing  to  cost     1220-37,  1283-4, 

„    ,  1308-20 

Cost: 

Question  of,   and   statement  of  establishment 

charges  of  mints  in  Sydney,  Melbourne,  and 

Perth  ...  -         -  p.  214 

Small,  if  special  Indian  coin  adopted         1321-3 

Effect  on  gold  now  held  as  bullion  and  ornaments, 

question  of  .         .  214,  1135-8 

Indian  feeling  would  be  gratified  by,  and  feeling 

of  having  been  hampered  without    1125-6, 1249 

no  Justification  for,  in  absence  of  public  demand 

1167 
Notes  on  proposals  for        -        -         -       p.  212-5 
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ABRAHAMS,  Lionel,  G.B.—eonUnued. 
Gold  Mint  in  India — cmiUnued. 

Opinion  of   Sir  Guy  Fleetwood  Wilson  refeiTed 

to  -  ,-  -      1299-302 

Proceedings  re,  history  of  .  614-6 

Public  feeling  re,  question  of,  a,nd  importance  to 

be  attached  to  1306-7 

Question  as  to  extent  to  which  gold  .coins  would 

remain  in  circulation       -  -  618 

Recommendation  by  Fowler  Committee,  change  ia 

circumstances  since  .  1168-9 

Report  of  Indian  Currency  Committee  re    -  p.  212 

Seigniorage  question,  and  question  whether  better 

terms  should  be  given  than  given  in  England 

1154-62,1176,1181-95 

Summary  of  discussion  re,  between  Secretary  of 

State  and  Government  of  India,  &c.        p.  212-3 

Gold  Standard  Reseevb  : 

Addition  to,  of  annual  interest  on  investment  of 
Paper  Currency  Reserve,  proposal  by  Govern- 
ment of  India  and  opinion  re  p.  119,  p.  122,  p.  127 
Amalgamation  with  Paper  Currency  Resei-ve  : 
possible  Danger  -        -  721 

Indian  public  opinion  might  be  shaken  721 

Question  of  -  704-12 

Amount : 

Balance  of  trade  considered  the  proper  measure 
of  possible  Kabilities,  not  question  of  currency 

776-9 
Crisis  of  1907-8  could  be  taken  as  standard  of 
exceptionally  bad  year  597-604, 681-3, 955-70 
Increase  above  25  millions  desirable,  and  ques- 
tion  of,   from   profits    on    coinage    or  from 
interest  780-3 

Increase  desirable  as  trade  increases,  and  methods 
of  -  -  647-9 

Number  of  rupees  coined  should  not  be  measure 
of        -  -         -  1074-6 

Regulation  of,  with  view  to  amount  of  gold  in 
paper  currency  reserve  would  be  advantageous 

1057 

Suitable,  opinion  re  -  774-5,  p.  93 

Amount  and  inadvisability  of  reducing,  letter  from 

Government  of  India.  26  April  1906        -  p.  137 

Amount,   composition,    and   location   of,   1901  to 

1913  -  P-  97 

Approach  towards  unanimity  between  Secretary  of 

State  and  Government   of   India  on   questions 

regarding  -  ^^^ 

Conferences  between  India  Office  and  members  of 

commercial  community  re,  would  be  useful    720 

Credit  of  profits  on   coinage  to,  see  under  Profits 

under  Coinage  under  Rupees  below. 
Establishment  of,  correspondence  between  Govern- 
ment of  India  and  Secretary  of  State  re,  in  1900 

p.  109-14,  p.  126-8 

Form : 
Gold: 
Amount : 

Correspondence    between    Government    ot 
India  and  Secretary  of  State,  196,  p.  168- 
9,  p.  175-8,  p.  199-200,  p.  202,  p.  204 
Question  of,  and  of  connection  of  amount  of 
general  balances  with        764-73,  p.  88-9 
Desirable  for  portion  owing  to  probable  diffi- 
culty in  futm-e  of  finding  sufficient  short- 
dated  securities         -         ■  639-40 
Gold  or  short-dated  securities  preferred  ^^ 

■o-  i.  568-70 

History  -         -  „  ^ 

Letter    of    Bengal   Chamber  of  Commerce  re, 

6  September  1907  A^-"* 

Liquid    gold,    correspondence  between  Govern- 
ment of  India  and  Secretary  of  State    -  863-4, 
p.  170-1,  p.  178-80.  p.  m  p.  19y, 

Question  as  to  intentions  of  Fowler  Committee  re 

^'Z^es         .        -     635-8,727-46  p.  88 

Description  of,  bought,  sold    aoid  discharged 

at  maturity,  1901-02  to  1912-13,  and^pnces 

Letter  of  Secretary  of  State  re,  2nd  J^ly^lSOO 


ABRAHAMS,  Lionel,  C.B. — continued. 
Gold  Standard  Rbseeve — continued. 
Form — continued. 

Securities — eontirmed. 

Possibility  of  realising,  and  advantages  636-8, 

641-5,  722,  825,  857,  859-62 

Readily    convertible    into    sterling    bankers' 

money  -  -        -  1101-7 

Sale  of,  question  of  effect  on  market      659-62 

Valuation    of,    31st     March     1913,    interest 

received,  loss  on  sale,  depreciation,  and  net 

profit        -  -  p.  98 

Suggestions  re  p.  88-9 

not  a  Violation  of  recommendations  of  Fowler 

Committee  559,  812-24,  1098-100 

Gold,  holding  of,  in  India : 

Address  of  Karachi  Chamber  of  Commerce  in 

favour  of,  and  reply  of  Viceroy  -  p.  195 

Correspondence   between  Government  of  India 

and  Secretary  of  State  re  p.  170,  p.  194, 

p.  196-7,  p.  199 
India  Office  cash  transactions  : 

1st  September  1907  to  31st  December  1908  p.  92 
1st  September  1907  to  31st  August  1908   p.  106 

Investment : 

Correspondence  between  Government  of  India 

and  Secretary  of  State  p.  129-30 

Improvement    of    form    in    which    held   since 

1907-8  and  before  1057 

Limitation,  correspondence  between  Government 

of  India  and  Secretary  of  State,  1907     p.  160, 

p.  163 

Particulars  re  -  563^ 

Telegrams  between   Viceroy  and   Secretary   of 

State  re  shipment  of  gold  for  investment  in 

England  -  p.  128 

Location : 

History  of  ....  568-70 

in  India,  disadvantages  630-4,  942-7,  717, 

p.  89-91 

Indian  opinion  re,  question  of  -  629 

in  London  and  reason  and  advantages  628, 

631^,  908-11,  936,  p.  89 

in  London : 

Amount  to  which  resei-ve  to  accumulate  before 
profits  on  further  coinage  used  for  capital 
expenditure  -  p.  90-1 

Criticism  that  reserve  tends  to  become  rather 
a   reserve  for  London   money  market  dis- 
agreed with  -         -  -       627 
no  Distinction  in  use  of  gold  in  paper  currency 
reserve   and,  with   reference,  to  support   of 
exchange  762-3 
Sufficiency  of  arguments  in  favoui-  of    p.  91—4 
20  millions  in  India  and  10  millions  iu  England 
in   gold,  and   everything   else   made   out   of 
currency  in  sterling  securities,  objections  to 
proposal      -         -         .                  -          679-81 
Management,  fuller  information  to  pubhc  desirable 

907 
Minute  by  Lord  Curzon,  1900     -  p.  121-2 

Minute  by  the  Hon.  Su:  E.  Law,  1900      p.  114-21, 

p.  123-5 

Origin,  distraction  from  origiu  of  paper  currency 

reserve  -  756-61 

not  Peculiar  to  India  -         -  877-9 

Position  of.  question  in  Parliament  9  July  1907  by 

Sir  Edward  Sassoonand  reply  by  Mr.  Morley  p.  159 

Primary  object  of  1096-7 

Publication    of    information    re,    con-espondence 

between  Secretary  of  State  and  Government  of 

India  re  -  p.'  181-2,  p.  205-7 

Purpose  of,  and  difference  from  that  of  gold  in 

paper  currency  reserve  549-58,  689-91.  951, 

p.  87-8 
Realisation  of  Treasmy  securities,  possible  adverse 
effect  on  trade        -  -  641-5 

Remittance   of    profit    on    coinage   of    silver   to 
London  -        -  -  -  560-3 

no  Statutes  governing        ....  701-2 
Statutory  regulations : 

Address  of  Karachi  Chamber  of  Commerce  in 
favour  of  -  -  -p.  195 

Letter  of  Grovemment  of  India  re,  6  July  1911 

p.  194-5 
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ABRAHAMS,  Lionel,  C.B. — continued. 
Gold  Standabd  Eesebvb — contirmed. , 
Statutory  regiilatioiis — continued. 

Question  of  -  704-9 

Stocks  and  securities,  statement  of,  1912        p.  203 
Subsidiary  Branch  in  India  (silver)  • 

Abolition,  possible  methods  of  can-ying  out  p.  96 
Amount  of,  ^nd  correspondence  between  Govern- 
ment of  India  and  Secretary  of  State  re  p.  94, 
p.  183,  p,  186-94.  p.  196-8,  p.  207 
Decrease,  inadvisability  of,  letter  of  Government 
of  India,  20th  September  1909      -         -  p.  183 
Departure  from  normal  amount       1002-4,  p.  97 
Establishment     of,     correspondence      between 
Government  of  India  and  Secretary  of  State, 
1906    -  -      P-  139-43 

Holding  of,  m  mpees  : 

Admitted  to  be  not  easily  comprehensible  to 

pubUo  -  -         -  784 

Correspondence  between  Gtovernment  of  India 

and  Secretary  of  State,  1906  p.  114-6 

Increase  of  paper  currency  reserve  and  abolition 

of,  disadvantages,  rupees  more  easily  obtained 

from  gold  than  from  paper  currency  reserve 

651 

Loan  from,  1906  to  meet  sales  of  transfers  and 

purchase  of  silver  to  repay  : 

Correspondence  between  Government  of  India 

and  Secretary  of  State  re     p.  151-2,  p.  154, 

p.  197,  p.  204,  p.  206 

Memorandum  from  Secretary  of  State 

p.  207-11 

Telegrams  between  Viceroy  and  Secretary  of 

State,  1906       -        -  147-51 

Loans  from,  purchase  of  sterling  securities  in 

place  of,  correspondence  between  Secretary  of 

State  and  Government  of  India,  1906,  1907 

p.  146,  p.  152,  p.  155 

Maintenance  of,  xmanimity  of  opinion  between 

Government    of    India   and   Government    at 

home  -  -  654-5 

Policy  re,  con-espondence  between  Government 

of  India  and  Secretary  of  State  p.  198-9, 

p.  201,  p.  204r-5 

Practice  of  meeting  bills,  &c.  fi-om  -  580-3 

Profit  on  coinage  of  rupees  credited  to        715-6 

Reasons  for  establishment  of  -  713—4,  p.  94 

Replacing   of   silver  in   excess  of   6  orores   by 

sterling,  proposal  of  Government  of  India  and 

reply  by  Secretary  of  State,  1909-10      p.  185, 

.  ,  p.  187 

Serves  much  the  same  purpose  as  addition  to 

paper  cuiTency  reserve  650-5 

Temporary  loans   from,   for    strengthening   of 

Treasury   b^la-nces,   correspondence    between 

Government  of  India  and  Secretary  of  State, 

1906    -        .■         -      .  p.  144-6 

Transfer  of  silver  to  paper  cun'ency  reserve  in 

exchange  for  gold : 

Correspondence  between  Government  of  India 

and  Secretary  of  State,  re  p.  199,  p.  201 

Question  of,  and  disadvantages    -         185-91, 

p.  94-5 

Used  on  several  occasions  837—4 

iTransfer  of  gold  frota   Treasury  to  Currency  in 

England,  particulars  re  proceedings  -  371-5 

Use  of,  to  maintain  exchange,  1907-8  792, 1041-2, 

p.  88,  p.  168 

Use  of  sovereigns  to   buy  silver  and  keeping  of 

silver  in  India,  justification      -  -  692—4 

Withdrawal   of   gold  from,   to   recoup   Treasm-y, 

letter  from  Government  of  India,  21st  February 

1907,  re,  disadvantages  -         -  p.  153 

Hamilton,  Right  Hon.  Loed  Geoege  : 

Despatch  re  gold  standard  reserve  and  investment 
of  paper  currency  reserve,  13th  December  1900 

p.  126-8 

Despatch  re  loans  to,  Presidency  Banlts,  4tk  May 

1899  .  .         .  -  p.  6a-4 

Hoards,   gold   sovereigns  of  certain  dates  specially 

popular      -  .     -         -  .    ,1  '       674 

India  Office  : 

Balances,  see  in  London,  under  Balances^, 
Cash  transactiouB :  -,, 

September  1907  to  August  1908  -  p.  106 


ABRAHAMS,  Lionel,  C.B.^ — continued. 
India  OFFiCB-7-cow<i«/?ted. 
Cash  transactions — continued. 

September  1907  to  December  1908  p..  92,  p.  104 

Summary,  1909-10  to  1913-14  .".  P'^^ 

DisburseUients,    question     as     to    possibility    of 

reducing  -  -         -        _      p.  17 

FiQances.Committee,  no  difference  between  interests 

served  by,  and  by  Government  of  India    -       853 

Indian  Monet  Maeket: 

Agriculturists,  would  probably  be  outside-  166-7 
Connection  of  natives  with  European,  question  of 
extent  —  -         -  163-7 

Letters  re  effect  of  dear  money  on  export  trade 

p.  393-4 

Question  of  relation  of,  to  London  money  ^market 

162-8,  240-1,  248-9, 1058-62 

Investments,  improvement  in  position  re  1057 

Irrigation,  underspending  -         -         -         76 

Kaeaohi  Chambee  of  CommeecE  : 

Address  in  favour  of  holding  substantial  portion 

of  gold  standard  reserve  in  gold  in  India,  and  of 

defining  nature  &c.,  by  statute         -         -  p.  195 

Letter  re  pi-oposal  to  use  half  profit   on  coinage 

for  railway  purposes,  1st  October  1907  p.  174-5 

Law,  Sib  Edwaed  : 

Minutes  re  Gold  Exchange  Fund,  1900  p.  114-21, 

p.  123-5 
Opinion  and  policy  i-e  gold  standard  rasei-ve,  560-6, 

p.  110-1 
Lending  by  Goteenment  in  India': 

Correspoiidence  between  Bombay  Chamber  of  Com- 
merce and  Government  of  India  re,  1888-9 

p.  36-41 

no  general  Demand  for,  telegram  from  Yiceroy  to 

Secretary  of  State,  22nd  January  1913    -    p.  66 

not  Desirable  to  private  institutions  in  opinion  of 

commercial  men,  &c.,  and  disadvantages  97,  p.  6-7 

of  Excess  in  January,  February,  and  March,  no 

objection  to,  but  possible  difficulty  -  353-60 

Extract  from  Financial  Statement,  1889-90    p.  48 

First    three   months   of    1913   would   have   been 

suitable  for  286 

to  Large  extent,  on  security,  question  of  possibility 

and  securities  -  141-4,  146-7 

Loans  to  Presidency  Banks  preferable  and  effect 

on  money  market  would  be  greater  453-63 

Power  possessed  but  never  exe:fcised    -      452,  p.  6 

to   help   Trade   and  to   earn   interest,    difference 

between-         -    '  -         -         -         .  430-5 

Loans    and     advances,    disbursetnents,    1907-8    to 

1913-14  ■  ;,-  p.  67-73 

Loans,  issttb  by'  Goteenment  in  England  • 

1907-8  tb.1913-14  -  -         -       p.  67-73 

Increasing  difficulty  and  question  as  to  reason,  15,- 

;    ,   ;  121-3,202-7,523 

Explanation  of  system  and  policy  re  -     13-6 

Interest  charges,  gradual  increase,  but  will  decrease 

in  about  30  years  -     24-5 

Permanent,  inLondon,  increase  of  issue,  anticipated 

disadvantages       '    -  .         .         -    p.  18 

Terminable  bonds,  posgible  difficulties  726 

Loans,  issue   of,  by  Government  in  India,  rate  of 

interest  and  question  of  increasing  loansl71-6,525-6 

London  :i^aeket:  '         . 

Affairs   of  India. Office   and   Indian  Empire   not 

conducted  in  interests  of  -         -  858 

Question    of     relation    of,    with    Indian     money 

market  162-8,  240-1,  248-9, 1058-62 

Madras,  Bank  of,  liabilities  and  assets,  1890,  1891, 

1892,1910,1911,1912  !         .    p.  79 

Madras  Chamber  of  Commerce,  letter  re  proposal  to 

iise  half  profit  on  coinage  for  railway  pui-poses, 

_16th  August  1907       -         -         .  p.  171-2 

Military  services,  expenditure  1909-10  to  1913-14 

Mint  and  Exchange,  net  revenue,  1909-10  to  1913-14 

Notes  :  p.  81 

the  Ideal  form  of  currency  -     1149-51,  1201,  1208 

Payable    in    rupees    or  sovereigns  at  option  of 

Government   -         -  .         .  695-7 

Opiitm  Teade;    , 

High  balances  due  to  unexpected  surplus  connected 
.^^tll  -  -,      -  303>  p.  9,  p.  71-6 

^xc^ss  put  aside  as  matter  of  policy  -         .       303 
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ABRAHAMS,  Lionel,  G.B.—cmtinued. 
Opium  Teadje — continued. 
Position  of,  and  element  of  vmcertainty  in  Indian 
:  estimates  owing  to  -  -         -    p,  10 

net  Revenue  from,  1909-10  to  1913-4  p.  81 

Papek  CurbeNct  Reserve  ;         ' 

Amalgamation  I  with,  Gold  standard.  Reserve,  see 

under  Gold  Standard  Reserve  above. 
Elasticity,   advantage    to    be    derived  from    and 
arrangements  for  issue  of  additional  notes 

1047-52,  p.  95 
Gold : 

Amount  of : 

1901-2  to  1912-13       -        -        -        -    p.  85 

.    ,pojTepppnden9e  between  Secretary  of   State 

and  Government  of  India,  1905        p;  132-5 

Inadequate  iu  opinion  of  Madras  Chamber  of 

Commerce  1907  -        -  p.  172 

Opinions  of  Sir  E.  Law  re       p.  117-8,  p.  120, 

p.  123-4 
Regulation  of,  with  view  to  amount  in  gold 
standard  reserve  would  be  advantageous 

1057 

Despatch  from  Secretary  of  State  20th  July  1906, 

objecting  to  decrease  of  •p.  143-4 

no  Di&tinotion  in  use -of,  and  of  gold  standard 

reserve  in  London  with  reference  to  support 

of  exchange         -  ,     .        .         .  762-8 

Excess  over  7^000,000^.,  use  of,  for  purchase  of 

;    silver  '(proposed    by  Government  of  India), 

1900  --         -  -   p.  110,  112 

Holding  of,  in  England  : 

Correspondence  between  Secretary  of  State  and 
<  >\  i;  ;;  .    Government  of  India,  1905        -        p.  182-5 
'>      Letter,  from  India  Office  to  Bank  of  England, 
28th  July  1905  -.  -  p.  136 

-    Holding  of,  in  India,   correspondence   between 
-    Government  of  India  and  Secretary  of  State 
re,  1-909-10  p.  184-5,  p.  186 

in  London,  policy  re,  letter  from  Government  of 
India  21st  February  1907  p.  152-4 

Purpose  of s  different  from  that  of  gold  standard 
reserve  -       951 

Shipments  to  England,  note  by  Deputy  Accoimt- 
.      -   ant  General,  India   Office,  re  desirability  of 
aoquaintuig  market  that  gold  not  available  for 
•  purposes  of  loans  -         -  p.  136 

Transfers  from,  as  possible :  supplement  to :  pro- 
ceeds from  council  bills  and  transfers, 
method  -  P-  U 

Transfers  to,  from-  Bank  of  England,  telegram 
between  Secretary  of  State  and  Viceroy,  1905 

p.  136-7 

Use  of,  for  purchase  of  silver,  correspondence 

between  Government  of  India  and  Secretary 

of  State  re    p.  110,  p.  127,  p.  153-4,  p.  155-6, 

p.  160 
Governed  by  statutes  -         -       700 

Investment : 

Criticism  by  Lord  Curzon  of  proposal     p.  122-3 
Opiaion  of  Secretary  of  State  re  proposals,  1900 

p.  127-8 
Remittances  to  England  for,  despatch  of  Secre- 
tary of  State,  7th  April  1905,  re  form  of 

p.  132-3 

in  Sterling   securities  and  British  Government 

funds,  proposal  by  Sir  E.  Law      -     p.  119-20, 

^  p.  124-5,  p.  125-6 

London  portion: 

Holding  of,  in  support  of  exchange,  question  as 
tO'possibility  of  misimderstanding  in  India 

906—7 

:  Objects  of      -        -    ■     ■      ,  -  ,.    ,f  ^"^ 

Paper  Currency  Act  not  iti  theory  applicable  to 

904-5 
Temporary  additions  to,  by  ..adding  sterUng 
securities  or  allocating  to,  deposits  at  Bank 
oi  England  ,or  loans  granted,  to  first-class 
borrowers  against  British  or  Indian  Govern- 
ment securities,  disadvantages  -  P-  9^ 
Withdrawals  of  gold  from : 

Amount  of  gold  held  1909-10  to  1913-14 

p.  16 

Further  efEect  of-         -         -  -    p.  16 


ABRAHAMS,  Lionel,  C.B. — contmuied. 
Papee  CtTBEENCT  RESERVE — eontivmed. 

Management,  fuller  information  to  public  desirable 

907 
Origin,  distinction  from  origin  of  gold   standard 
reserve  .  -  756-61 

Silver : 
Amount  of : 
-  Correspondence  between  Government  of  India 
and  Secretary  of  State  re,  p.  133-5.  p.  141, 
p.  177-8,  p.  183,  p.  185-6,  196-9 
Opinion  of  Sir  E.  Law.  re     -         -        -  p.  120 
Decrease  of,  and  suggestions  for  strengthening 
stock,    letter    from     Government    of    India, 
26th  April,  1906  -        ...     p.  137-41 
Memorandum  enclosed    in  Despatch  of   Secre- 
tary of  State  re,  1910  -         -  ,  p.  188-94 
Policy  re,  letter  of  Government  of  India,  29th 
February  1912                       -  p.  198-9 
Proposals  of   Government  of  India,  28th  April 
1904,-'      -                           -                p.  130-2 
Transfer  of  proceeds  of  sale  of  bills  drawn  against, 
system            -         -                 <-  994-8 
Use   of,   for  other  purposes   than   redemption  of 
notes  901-3 

Pbesidbnct  Banks  : 

Advantages  received  by,  as  remuneratiOli  for  work 
done  for  Government  and  status  of  -  188-94 

Agreements  with  38,  p.  2 

Agreements': 

Correspondence  between  Government  of  India 

and    Secretary   of   State  re    modification   of, 

1874-5        -  p.  30-35 

Question  as  to  importance  of  -  -  125-8 

Amalgamation,  see  whder  Central  or  State  Bank 

above.  ' 

new  Branches,  guaranteeing  of  minimum  balance 

thereat  by  Government  for  certain  initial  period 

as  inducement  -  p.  2 

Business  with  natives,  question  as  to  extent  163-4 

Capital,  letter  from  Bank  of  Bengal  re,  1899 

p.  365-79 
Capital  and  reserves,  31st  March  1912,  1913 

p.  349 
Deposits,  average  amount  agreed  to-,  and  payments 

p.  32 
Effect  on,  of  establishment  of  reserve  treasuries 

45-6 
can  Fulfil  obligations  under  existing  circumstances 
and  agi'eenients       -  -  -  125-6 

Government  deposits  : 

as  Compensation  for  withdrawal  ■  of  note  issues, 

claim   recognised   as   reasonable  though  not 

legal  -  .-■'■--•     .-■189,366-9 

History  of  -         -  33-46 

Increase  of  amounts  on  flotation  of  loan  and  in 

special  oases  -         -         '■  370-8,  p.  2 

Perceiitages  of,  to  capital  and  reserve  and  to 

cash,  1910,  1911v  1912  -  88,  223,  449,  p.  5 

~  lip  Specific  security  128-9 

-  Statistics  -  38,  p.  1-2,  p.  349 

Telegram  from  Viceroy  to  Secretary  of  State, 

22nd  Januaiy  1913,  regarding  amount  of   p.  66 

Government  has  no  relations  with  other  banks  as 

general  rule  41-2 

Loans  to : 

at  Bank  rate,  policy  re,  and  effect  of  47-9, 

374-7,  p.  2 

Conditions  attached  to  379-86 

.   Correspondence   between  Bombay  Chamber  of 

Coinmerce  and  Government  of  India  re,  1888-9 

.    ,  p.  36-41 

C6iTespondence  between  Government  of  India 

and  Secretary  of  State  re,  1900,  1904     p.  402, 

.  p.  442 

Correspondence   between  Government  of   India 

and  Presidency  Banks,  1901  p.  442-57 

Extract  from  proceedings  of  Legislative  ConncU, 

January  1900  -        -         -       p.  396-7 

Increase  of : 

Advantages  -         -        -  -  p.  3—4 

Advisability  of,  question  of  -     48-9,  p.  3 

no    general  Demand  for,  received,  telegram 

from  Viceroy  to  Secretary  of   State,  22nd 

January  1913  -        -  -      -         -  p.  66 
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ABRAHAMS,  Lionel,  C.B. — continued. 
Peesidency  Banks — contirvued. 
Loans  to — continued. 
Increase  of — continued. 

Difficulty  of  question  -  -         -       181 

Disadvantages    -        -  353-69,  428-35,  p.  3-4 
Experience  of  1875  not  considered  conclusive 
and  matter  probably  considered  from  time 
to  time  by  Grovemment    -         -  420-3 

from  Paper  Currency  reserve  : 

Risk  of  depleting  coin  reserves  remote  444-7 
Objections  of  Government  of  India  re  p.  5 
Suggested      88,  159,  214-6,  361-2,  436^8, 

p.  14-5,  p.  18 

Proposal  of  Bank  of  Bengal  in  1899  p.  4 

Question  of,  owing  to  change  in  conditions 

since  1874  503-11 

Safety  of  banks,  question  of,  and  consideration 

necessary  -  86-8,  217-9 

Interest,  question  of  decreasing  208-13 

at  Less   than    bank     rate    during    periods    of 

stringency : 

Correspondence  between  Government  of  India 

and  Secretaiy  of  State  re,  1899       p.  49-50, 

p.  62^ 
Question  of  -        -  499-502 

Report  of  Finance  Sub-Committee  to  Bengal 
Chamber  of  Commerce  in  favour  of,  1898 

p.  51-2 
Letter  from  Bengal  Government  re,  March  1900 

p.  423-^ 

Letter  from  Madras  and  Rangoon  Chamber  of 

Commerce  approving,  February  1900    p.  416, 

p.  426 
Opinion  of  Government  of  India  re  90-5,  p.  3-5 
would  be  Preferable  to  loans  to  firms  or  institu- 
tions and  effect  on  money  market  would  be 
greater  -  -         -  453-63 

Proceedings  of  interview,  January  1899,  between 
deputation  from  Bengal  Chamber  of  Com- 
merce and  the  Hon.  Sir  J.  Westland  re 

p.  58-62 
no  Requests  during  last  7  years  and  question  of 
reason  -  208,  378-9 

Statistics,  &c.  102,  p.  2 

Power  of  dealing  in  foreign  exchanges,  corre- 
spondence between  Secretary  of  State  and 
Government  of  India,  1862-78  p.  514-7 

Restrictions  on : 

Natui-e  of  184,  241,  242-6 

Note  on  -         -  ...       p.  336-8 

Relaxation : 

Correspondence  between  Government  of  India 
and  Secretary  of  State  re         p.  425,  p.  513, 

p.  399-407 
Correspondence  between  Government  of  India 
and  local  governments  re,  1899-1900 

p.  361,  p,  417-24 
Correspondence  between  G-ovemment  of  India 
and  Chambers  of  Commerce  re,  1899-1900 
p.  358,  p.  383-8,  p.  391-3,  p.  416-7,  p.  424 
Correspondence  between  Government  of  India 
and  Presidency  Banks,  1890, 1901, 1903, 1905 
p.  442-89,  p.  362-9,  p.  503-11,  p.  388-90 
Correspondence    between    India    Office     and 
National  Bank  of  India,  Chartered  Bank  of 
India,    Australia    and    Hong    Kong,    and 
Shanghai   Banking   Corporation  and  Mer- 
cantile Bank  of  India,  1904  p.  491-8 
Extract    from    Proceediags    of     Legislative 
Council,  January  1900                       p.  394-9 
Memorial  to  Govenunent  of  India  re  p.  382-3 
Resolution  of  Government  of  India,  August 
1878                  -  -  p.  383 
Speech  of  the  Hon.  Mr.  Dawkins  re,  1899 

■     p.  358-61 

PkITATE   TeADE  : 

net  Exports  of  merchandise  and  treasiu'e  from 
1st  April  to  31st  March  1871-72  to  1912-13 

p.  107 
Foreign  trade  from  1st  November  to  31st  October 
189^-93  to  1911-12  -  p.  108 

Provincial  Governments,  grants  to,  and  system  of 
showing  in  annual  Financial  Statement  of  Govern- 
ment of  India     -  -        -         57-69,  131-2 


ABRAHAMS,  Lionel,  C.B. — continued. 
Railwats  : 
Borrowing  for,  question  of  floating  loans  in  India 

525-6 
Capital  received  from,  1907-8  to  1913-14  p.  67-73 
Financial  aiTangements  with  companies  and  ex- 
planation of  receipt  of  capital  from  -  9-12 
Paid  out  of  sui-plus  revenues  when  possible  496-7 
Reduction  of  capital  expenditure,  anticipated 
effect  -  -  -  p.  17 
Revenue,  fluctuations  and  difficulty  of  estimating 

305-9 

Underspending  76,  133-4,  300-2,  p.  10 

Use  of  profits  on  coinage  of  rupees  for,  see  under 

Profits  wnder  Coinage  under  Rupees. 

Receipts,  statistics  from  1904-8  to  1913-14  p.  67-73 

Receipts  and  disbursements,  explanation  of  items 

9-28 
Remittances : 

from  India  by  gold  instead  of  Council  bills,  dis- 
advantages     -         -  -  p.  16-7 
to  India,  private,  methods  -                   -  114 
Selling  of,  by  Government  and  question  of  making, 
in  terms  of  gold                        -                   1202-3 

Reseete  Teeastteies  : 

A  mounts' in,  from  30th  June  1910  to  3l8t  March 
1912  ■  -  -  p.  351 

Amounts  in,  31st  March  1912  -  p.  349 

Branch,  letter  from  Government  of  In<£a  to 
Comptroller-Greneral,  December  1879  p.  36 

Correspondence  between  Grovemment  of  India  and 
Secretary  of  State  re,  1874-75  p.  30-5 

Criticism  re  locking  up  of  gold  in,  reply  to 

1063-73 

Disadvantages  to  trade  recognised  and  comparison 
with  system  in  America  and  England        406-12 

Establishment : 

Effect  of,  on  Presidency  banks  45-6 

Resolution  of  Grovemment   of   India,    January 

1876,  re  .  p.  35-6 

Reasons  for  33-7,  p.  3 

Justification  for,  extract  from  Financial  State- 
ment, 1889-90  -  p.  48-9 

Lending  out  of  balances,  difficulty,  extract  from 
Financial  Statement,  1889-90  -         -         -    p.  49 

Letter  of  Upper  India  Chamber  of  Commerce, 
April  1900,  re  disastrous  effect  of  locking  up 
balances  in  p.  393_4 

System,  open  to  criticism  of  upsetting  money 
market  but  not  to  same  extent  as  in  America 

272-9 
Resource  work  in  India,  extremely  well  done  -       224 

Reventte  : 

Disbui-sements  chargeable  to,  1907-8  to  1913-14 

p.  67-73 
Receipts,  1907-8  to  1913-14       -  p.  67-73 

net  Revenue  and  expenditm-e  of  Government  of 
India  (excluding  Provincial  adjustments),  1909-10 
to  1913-14  -  .  -  p.  81 

Rothschild,  A.  de,  statement  before  Indian  Currency 
Committee  re  Central  Bank         -  .  p.  340 

Rupees : 
Coinage : 

in    Advance     of     requirements,    proposals    of 
Government  of  India,  26th  Api-U  1906  p.  138, 

-■nnrv  p.  140-1 

1900,  proceedings    -  .         .         .  p  no 

Profits : 

usually  Coined  into  rupees  and  explanation  of 
systen^     .         .  .  887-900 

Credit  of,  to  gold  standard  reserve : 

Correspondence    between    Government    of 

India  and  Secretary  of  State  re,  1900 

^  „  p.  109-14,  p.  126-8 

a  ull  amount  due  received  with  exception  of 

amount  received  in  connection  with  biUs 

on  London   -  ...  898-8 

Letter  from  Madi-as  Chamber  of  Commerce 

re,  16th  August  1907    -  p.  Vj\-t 

no  Loss  would    be  involved    in    converting 

coinage  profits  into  gold,  as  rupees  would 

be  held  in  suspense  if  exchange  unfavour- 

^I'le 677_8 
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ABRAHAMS,  Lionel,  O.B. — continued. 
Rupees — continued. 
Coinage — continued. 
Profits — continif^ed. 

Use  of,  for  public  works,  opinion  of  Govern- 
ment of  India  re       -        .         .         .  865-7 
Use  of,  for  expenditure  on  railway  rolling 
stock,  1907  : 
Adequate  amount  was  left  in  gold  standard 
reserve  -         .  .  1077-9 

Attitude  of  Government  of  India      -  586-8, 

593-6 

Correspondence  between  Bombay  Chamber 

of  Commerce  and  Government  of  India 

re,  1907  -         -  -p.  160-3 

Con-espondence    between    Government    of 

India  and  Secretary  of  State  re     ■  p.  159, 

p.  168-71,  p.  175-8,  p.  182-  ,  p.  160, 

p.  163 
Explanation  of  proceedings     584-5,  589-92 
Letters  of  Madras,   Bengal,   and  Karachi 
Chambers  of  Commerce  re,  1907  p.  171-5 
Report  of  Indian  Railway  Finance  Com- 
mittee re        -         -        -  p.  156-7 
no  Risk  of  over  coinage  vrith  view  to  971-2 
Telegrams  between  Secretary  of  State  and 
Viceroy,  1907         ...      p.  157_9 
Purchase  of  silver,  see  Silver,  purchase  of,  for 

coinage,  helow. 

Question  whether  Committee  of  1898  anticipated, 

to  extent  that  ha,s  taken  place      -         -       880 

Regulation,  method  606-8,  885-6,  893,  1008-15 

Conversion  into  gold : 

no  Legal  obligation      656-7,  663-73,  1112,  1113 

Policy  re  ....  948-50  ' 

Supply  of  gold  insufficient  to  replace  all  rupees, 

but  no  obligation  on  Government  868-76, 883-4 

Decrease  of  reserve,  1912,  and  steps  taken,  and 

reason  for   not  buying  silver  out  of  increased 

gold  in  Paper  Currency  reserve        -  984-92 

Exchange  at  Is.  4d.  not  guaranteed  and  guarantee 

not  advocated  -         -         -       844-50,  854-5 

Government  have  no  means  of  forcing  rupees  into 

circulation  if  not  desired  by  public  -  1014-5 

Importance  of  maintaining  at  1b.  4d.  -         -  693-4 

as  Token  coins 673 

Unlimited  legal  tender        -         -       684-8,  1111-2 
Yariations  in  public  demand       -  -       608 

Silver,  ptjbchasb  of,  poe  coinage: 
Buying  steadily  in   small  quantities,  considered, 
but  objections  to    -  ...       613 

1906,  not  in  excess  of  real  requirements      -  830-2 
Methods   of   payment  and  question  of  increasing 
total  currency  -         -         974-93,  1001 

Regulation    of,   correspondence  between  Govern- 
ment of  India  and  Secretary  of  State,  1912 

p.  197-8,  p.  203 

Regulation  of,  and  question  as  to  effect  of  system 

on  market       .....  609-12 

Request  for,  by  Government  of  India,  1906,  and 

reply  by  Secretary  of  State      -    p.  141,  p.  142-3 

Use  of  gold  in  paper  currency  reserve  for,  cor- 

respondence  between  Government  of  India  and 

Secretary  of  State  re  -    p.  110,  p.  127,  p.  153-4, 

p.  155-6,  p.  160 

Silver  token  coin,  exchange  not  affected  by  amount 

of,  in  circulation         ....  1274-7 

Absorption  by  public,  1899-1900  to  1912-13,  com- 
pared with  absorption  of  rupees      -  1032-4 
Demand  for,  increasing       .         -        -         -     1142 
Difficulty  in  getting,  exchanged  less  than  in  case 

of  notes 1265-6 

Encouragement-  by  Government,  question  of,  and 
comparison  with  encouragement  of  notes 

1260-7, 1290-8 

Exports  from  India  on  private  account,  September 

1907  to  December  1908  -        -         -        •  P"  ^?^ 

Extent  of  use     -        -        -        -        ■        -  P- 214 

Half-sovereigns : 

Believed  to  be  not  popular      - 1177-80, 1278-82 

Import: 

Consideration  of,  by   Government,  formerly 
and  reasons  deciding  against  large  imports 

1285-6 

E     19070 


ABRAHAMS,  Lionel,  C.B. — continued. 
SovEBEiGNS — continued. 
Half  sovereigns — continued. 
Import — continued. 

by  Exchange  banks,  but  coins  not  popular 

1286-9 

Held   in   Government  treasuries  and  reserves  in 

India,  diminution,  September  1907  to  December 

1908       ...  -        -        -  p.  103 

Hoarding  and  melting  down  of,  1907-8       ■     1132 

Imports,  absorption  by  public  and  number  held  at 

end  of  year,  1909-10  to  1912-13      -         -    p.  21 

Imports,  exports,  and  absorption,  1901-2  to  1912-13 

p.  84 
Imports  and  exports,  1901-2  to  1912-13     -  p.  213 
Issue  of,  to   maintain  exchange,  at  time  of   un- 
favourable trade  balance,  must  be  at  rate  of 

15tol 952 

as  Legal  tender  -         -        -  556,  p.  212 

Receipts  and  issvies  into  and  from  Government 
treasuries  and  reserves,  1909-10  to  1912-13 

618,  p.  214 

Statement  of  imports  and  exports  to  or  from  India, 

amount  held  by  Government  and  absorption  by 

public,  1899-1900  to  1912-13  -        -        -  p.  216 

Tendency  to  go  in  to  paper  currency  reserve   1264 

Unlimited  legal  tender         -        .        .        1111-2 

State  Bank,  see  Central  or  State  Bank  above. 

Sterling  bills,  rate  of  exchange  in  Calcutta,  1907-8, 

and  question  as  to  rate  in  future         .         -  792-8 

Sterling  reserve,  no  policy  of   accumulating  high 

balances  with  view  to  building  up       .  265-70 

Taxation,  net  revenue,  1909-10  to  1913-14       -  p.  81 

Trade,    assistance    by    Government,    extract  from 

Financial  Statement,  1889-90     -        -        -    p.  48 

TeEASXTKIES  : 

District,  holding   of  balances  in,  policy  re,  and 
statistics 33,  p.  1-2 

Gold  held  in,  1901-2  to  1912-13         -  p.  85 

Large   amount  of  money  in,  early  in  1913   and 
question  of  reason  -         -  280-8 

Reserve  treasuries,  see  that  title. 
Unfunded  debt,  see  under  Debt  above. 

"Westland,  The  Hon.  Sik  James,  K.C.S.I  : 
Notes  on  the  management  of  Government  balances 

p.  42-7,  p.  53-7 

Proceedings    of    interview,   11th    January    1899, 

between  deputation  from  Bengal  Chamber  of 

Commerce  and,  re  management  of  Goverament 

balances  -        -  -        ■       p.  58-62 

Act  to  amend  the  Act  for  the  Better  Government  of 

India,   22   &   23   Vict.   c.  41,  s.   3,  re   Government 

,  deposits  in  Bank  of  England,  Abrahams         -  p.  354 

Act  for  the  Better  Government  of  India,  21  &  22  Vict., 

c.  166,  s.  43,  re  Government  deposits   in  Bank  of 

England,  Abrahams        -         -         -         -         -  p.  354 

Act  of  1898,  object  of,  Newmarch  1349-52, 1374,  p.  221 

Agriculture : 

Agriculturists  would  probably  be  outside  Indian 
money  market    -        -  -        -  166-7 

Central  bank  should  assist,  and  suggestions.  Hunter 

6799-804 

Need  for  financial  system  for  encouragement  of,  and 
scheme,  Hamilton        -      2480-5,  p.  524-6,  p.  527 

high  Rates  of  interest  paid  by  small  cultivators 
owing  to  being  in  hands  of  native  moneylenders, 
Htmter  ■         -  -         -         6920^ 

State  bank  would  not  cater  for  cultivators  now 
dependent  on  moneylenders,  and  encouragement 
of  co-operative  credit  system  advocated,  Toomey 
and  Fraser  -         -         -  2621,  p.  537 

Statistics,  Howard  -        - 1899-1900,  1909-16,  p.  583 

Australia : 

Purchase  of  sovereigns  in  transit  from,  against 
transfers,  see  under  Council  Bills  and  Telegraphic 
Transfers. 

Supply  of  sovereigns  from,  Howard        -  8326-9 

BADOCK,  Waxtee,  C.S.I.  1837-2068,  p.  309 

Appeoted  Boerowees'  List  : 

Firms  on,  list  of  -        -         -  p.  315-6 

System,  &c.  1839-43,1851-3,1966-7,2036-9, 

p.  209 
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ROYAL   COMMISSION    ON    INDIAN    FINANCE   AND   CURRENCY 


BADOOK,  Waitee,  C.S J.— cmtinu^d. 
Balances  in  London  (India  Office): 

Arrangements  with  Bank  of  England,  see   under 

Bank  of  England  helow. 
Location  of,  1912-13  -  p.  319 

Statement  showing,  for  each  day  in  1912-13 

p.  319-327 
Bank  of  England; 

Annual  rates   of  charge  made  by,  for  issue  and 
management  of  Indian  debt,  particulars  re,  &c. 

2064-68,  p.  331 

AiTaugements  with,  for  issue  of  loans  not  made 

for  any  fixed  period  -  -         -     1918 

AiTangement  with,  that  balances  each  day  should 

not  fall  below  500,000i.,  but  balance  often  more 

1914-5,  2048-9,  p.  319 

Day's  notice  required  by,  before  heavy  withdrawal, 

and  failure  of  attempt  to  obtain  concession 

2025-8 

Remuneration  to,   attempts    made    to   get  rates 

reduced  1914-7,  2048-53 

Statement  of  payments  to.   for   certain   services, 

1903-4  to  1912-13  -  2047,  p.  329 

Bank  of  Ieeland  : 

Annual  rates  of  charge  made  by,  for   issue  and 

management  of  Indian  debt  -         -  p.  331 

Statement  of  payments  to,   for   certain  services, 

1903-4  to  1912-13  -         -  p.  239 

Deposits  with  Banks  in  England  : 

Banks     repi'esented   on    Council    not    in    better 

position  to  obtain  deposits,  but  their  class  of 

business  better  known     -         -  2011-2 

Interest  realised  from,  gross  and  net  amotmts  of, 

and  brokers'  commission,  1893-94  to  1912-13 

p.  318 
Method  of  selecting  banks  -         -         -  1906-8 

Names  of  banks  -         .-  1967-9 

Other  banks  have  applied  since  1968-71 

Particulars  re  -  -  p.  312 

no  Security  received  and  explanation         1938-45, 

1972-3 

Statement  showing  transactions  for  each  day  in 

1912-13-  -        -  -     p.  319-27 

a  Temporary  expedient       -  1909-11,  1944-5 

Two  members  of  Council  connected  with  banks, 

and  possibility   of  hostile   criticism   was   fully 

considered  -        -  1946-50 

India  Office  : 

Balances,  see  under  Balances  above. 
Broker : 

Appointment,  mode  and  period        -  1881-2 

Commission  paid  to,  1893-94  to  1912-13     1887, 

p.  318,  p.  330 

India  Office  has  first  call  on  time  of  1974 

Note  by  Lord  Inchcape,  re  payment  of      1887-8 

Payment,   arrangements   and    justification    for 

1883-902,  1926-30,  1975-8,  1983-95,  2040-6, 

p.  311 

no  Business  can  be  placed  before  any  Committee  or 

before  Council,  and  no  member  of  Council  can 

take  part  in  business  of  any  committee  unless 

requested  by  or  on  behalf  of  Secretary  of  State 

1955 
Finance  Committee : 

Chairman  a  city  member  for  last  30  years,  and 

present  chairman  appointed  by  Secretary  of 

State  -  -  1944-7 

City  members  -  1843 

a  Committee  of  the  Council  -     1849 

Composition,  at  discretion  of  Secretary  of  State, 

and  mode  not  different  from  that  in  connection 

with  any  other  committee     -  1951-3 

Delegation  of  powers  to  chairman  or  chairman 

and  one  or  two  others  in  some  cases     1849-50 

Member  of  Council,  term  of  appointment    -     1848 

Payments,  memorandum  on  authorityrequired  for, 

and  system  of  control      -        -        -       P-  331-5 

Purchase  of  stores  for  India,  system  p.  331-2 

Statement  showing  balance  and  cash  transactions 

for  each  day  in  1912-13  -        -     p.  319-27 

Lending  by  Goveenment  in  LoNDdN :  . , 

Agreement  for,  copy  -        -        -       p.  314-5 

Amount  -         1854-7,  1922,  1934^7,  p.  309 

Audit  1903-4,  p,  311 


BADOCK,  Waltee,  C.S.I. — continued. 
Lending  by  Goveenment  in  London — continued. 
Cases  of  failure  to  pay  on  due  date    1912-3,  1998- 

2000,  2006-7,  p.,  312 

Instructions  to  broker         -  p.  310-1 

Interest : 

Average  rate  of,  in  each  month  in  1910,  1911, 

1912,    1913   (to   31st   May),   and   bank  rate 

during  corresponding  periods  -  p.  328 

Close  rate  believed  to  be  obtained  1966-6 

Protection  against  broker  accepting  wrong  rate 

1931, 1964 
Rate  from  borrowers  on  one  day,  almost  uni- 
versally the  same  ,  -  2030-2 
Responsibility  rests  with  broker  1879-80,  p.  311 
Interest,  realised  from,  gross  and  net  amounts  of, 
and  brokers'  commission,  1893-94  to  1912-13 

p.  318 
Maximum  total  amount  usually  able  to  be  placed 

2033-5,  p.  312 
Method  of  payment  of  -  1862,  p,  311 

Money  sometimes  held  over,  to  obtain  better  rate 

2031 
at  Par  on  Indian  railway  debentures  1923-5 

Pei-iod  and  gystem  of  fixing      1858-9,  1933,  1996- 

2000,  2005,  p.  309-10 

Piinciple  of  placing,  after  provision  for  all  special 

liabilities  foreseen,  rest  distributed  evenly  over 

each  business  day  -  -  2014 

Procedure  in  case  of  failure  of  a  borrower   2001-4, 

2009-10 
Securities : 

Authorised  for  acceptance,  list       1860-9,  p.  310 
Increase,  question  of  1919-21 

India  debentures,  explanation  -  -     1980 

Letters  to  Bank  of  England  and  broker  giving 
instructions  re,  1893,  1913    -  p.  812-4 

Market  more  limited  -         -  2034-5 

Particulars  re,  on  certain  dates  1912, 1913  p.  317 
Reason  for  certain,  being   taken   at  par  value 
and  others  at  market  value      1870-8, 1923-4, 

1968-63,  1980-2 

Small    amount    sometimes    remains    unlent    for 

short  time       ■         -  -         -  1855-6 

Statement  showing  transactions  for  each  day  in 

,    1912-13-  .  p.  319-27 

Timing  of,  to  prevent  public  criticism  of  bon-owing 

money  to  meet  payments  at  higher  rate  than 

received  from  loans,  question  of  _      -        2013-24 

Baker,  E.  N.,  quoted,  Boss  -  p,  546,  3633 

Balances : 

AjIIOUNT  of  : 

not  Excessive,  Swrndara  Zj/er  -         -  p.  632 

Extract  from  financial  statement,  1889-90,  Abra- 
hams -  ,    -_  .      -  -  p.  48 
Fluctuations  unavoidable  and  not  much  harm  in, 
Abrahams                 -  321-5 
too  Large  and   in  excess   of   those  held   by  any 
British  Government  in  any  part  of  the  world 
„^«6*               -                  -         -       p.  550,  p.  554 
Maximum  of  10,000,OOOZ.,  3,000,000i.   in  London 
and  7,000,000Z.  in  India  advocated,  Webb    5064- 
86,  5096,  5309-12,  6452-6,  6032^,  p.  653^, 
^        .     :  .                                            p.  654,  p.  569 
Question  of  (Westland),  Abrahams      -         -    p.  46 
Reduction  by  reducing   taxation,  budgettmg  for 
large  deficits   and    suspending   borrowing  and 
investing     in     reproductive    works    advocated, 
Webb                4969-76,  6048-52,  6581-3,  p.  551 
10,000,000Z.  formerly,  Webb         -        5075-8, 6031 
Charge  against  Secretary  of 'State  of  having"  with- 
drawn funds    from  India   for  benefit  of   London 
based    on    confusion    of  currency   with  capital, 
■^°**  ■                 -                           -         -         -  p.  643 
Close  budgetting  impossible  and  dangerous  in  India, 
Howard-                                .         .      _          §281-2 

Closing  : 

in  India  and  England  on  31st  March  from  1893 

to  1914,  Abrahams .  -  ■         P-  74-5 

Statistics  and  policy  re,  Abrahams  p.  8-10, 

Control  of,  should  be  in  money  markets  and  com- 
mercial centres,  Beid  .  7307-13,  p.  672 


INDEX. 
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Balances — continv^d. 

Correspondence  between  Bombay  Chamber  of  Com- 
merce and  Government  of  India  re  policy  in 
dealing  with,  Abrahams  -        1888-9,  p  36-41 

Deposits  with  banlS,  see  that  title. 
Distribution  : 
between  England  and  India : 

Policy  re,  Abrahams  .     80-5 

Statistics,  Abrahams  -         .        -pi 

in  India,    1895-96,   1900-01,   1905-06,    l910-il 
,       1911-12, 1912-13,  Abrahams  -      p.  76 

among  Treastiries  in  Provinces,  system  (Westland), 
Abrahams  •  p.  42-4 

Extent  of  surplus  in  future,   impossibility  of  esti- 
mating, Abrahams  -  .  413-4 
Government  over- cautious   in  underestiinatiag,  but 
-underestimating  probably  justified^  Smith    8441-2 

High: 

.  Ca,uses,  Abrahams,  56-79,  133-4,  293-304,  p.  9  ■ 
Webb,   4961-8,  4977-84,  5042  ;  Howard,  8123- 
52,  p.  576-8 ;  Sundara  Iyer,  p.  652. 
serious  Drain  on  resources  of  India,  Webb 

p.  550-1,  p.  554 

Due  to  .unusual  circumstances  and  no  complaint 

made,  Hunter  -         -         -  6364 

Justiiication  for,   Howard  8156-9,  8167-8,  8280, 

p.  578-9 

of  Last  three  or  four  years,  question  of  retention 

in   India  for   use  in  money  market   not  really 

considered,  Abrahams      -         -•  419 

1913,  reduction  budgeted  for,  Newmarah      1358-9 

no  Objection  to,  Hamilton         -        -         -  2278-9 

a  Temporary  phenomenon  only,  due  to  abnormal 

circumstances,  Sundara  Iyer  -  8962-3, 

p.  631-2 
Holding  of,  by  Central  Bank,  see  under  Vxmotiona 
under  Central  or  State  Bank. 

InCEEASB  :  '  ,,  

During  busiest  months,  and  statistics,  January — 
April  1911,  1912,  1913,  Beid  -  p.  571 

from  31st  March  1907  to  31st  March  1913,  Webb 

p.  550 
Question  of  effect  on  money  market,  Ahrahams 

415-8 
IN  India  : 
Amount : 

Increase  from   8|  to   11    crores  was  fully  con- 
sidered, JSarrow  -  -  3172-4 
Lower,  not  desirable,  Barrow  -  3051 
Minimum,    increase,    and   reasons,    Bhupendra 
NathMitra          -                            -              4316 
Minimum   working    balance,    Bhwpend/ra    Nath 
Mitra          -         -         -          4309-11,4509-15 
Normal  amount  and  object  of,  Abrahams 

225-7,  349-52 
Question  as  to  suitable  amount,  Barrow 

3233-48 

'  Reduction  recently,  Boss        -  -  3840-2 

Smaller  in  proportion  to  volume  of  business  than 

formerly,  Bhupendra  Nath  Mitra  4326-8 

12^    millions   on  31st    March,   explanation  of 

system,  Bhupendra  Nath  Mitra' 4S09-11,  4508 

19   "millions,    31st    March    1910,    explanation, 

Bhupendra  Nath  Mitra  -        4337-8 

Distribution,  Bhupendra  Nath  Mitra   -       4311-4, 

•    .  4498,4505-7 

High,    causes,     Barrow,    3041-5;    Boss,   3582-5, 

'-'■    3708-9,3737-8. 

Lending  out  of,  see  Lending  by  Government  m 

India. 

Multiplication  of  branches  of  Presidency  Banks 

would  not  enable  decrease  of,  Bhupendra  Nath 

Mitra      -  -  -     *f^* 

Normal,  except  iu  1913,  Smith  •         -  p.  61^ 

Resource  work,  in  India,  work  extremely  well  done, 

Abrahams        -  -  •        "     ^-'3' 

Review  of,  procedure,  Bhupendra  NathMitra  4315 

Transfer    from   revenue    to    capital    expenditure 

might    be    governed    by    less  rigid   principles 

(Bengal  Chamber  of  Commerce),  McLeod    7247, 

^       ^  p.  604 

Lending  by  Government,  see  that  title. 
Location:  , 

see  also  District  Treasuries,  Presidency  Banks,  and 
Reserve  Treasuries. 


Balances — continued. 
Location — continued. 

in  India,  and  Government  policy  re,  Abrahams 

31,  p.  1-3 

in  London : 

Desirable  as  resource  against  fall  in  exchange, 

Newmarch   -         -         .  1361 

Justification  for,  Howard  p.  579-80 

Necessity  for  retention  of  excessive  balances  in 

London  not  proved,  Boss  3581,  3829-30, 

p.  543 
Objection  to,  Bei:d  -        -  -        -  p.  572 

no  Objection  to  methods,  Toomey  and  JPraser 

2565,  p.  536 
IN  London  (India  Office  balances)  : 
not  Affected  by  gold  standard  and  paper  currency 
reserves,  J.6ra^ams  -  -        -       109 

Amount : 
Reduction : 
Impossibility  for  period  1909-10  to  1913-14, 
Abrahams         -      '  .  .  p.  16 

would  be  Possible  if  Government  stores  were 
purchased  and  paid  for  in  India  and  pro- 
posal approved,  Webb        -         -      5295-301 
Provided  for'  in  budget  estimates  from  1909-10 
to  1913-14,  Abrahams'       -  p.  19-20 

Unnecessarily  large  floating  balances  iindesii-able, 
Graham  -  4898-905 

AiTangement   with  Bank   of   England,  see   under 

Bank  of  England. 
Deposits  with  banks,  see  tliat  title. 
Expenditure  and  policy  of,  approved,  Webb    6245- 

60,  6648,  6659-63 
High: 

AbnormaUy   high   1910,    1911,    1912,    but   not 

deliberately   accumulated   for  convenience   of 

Londcfn  money  market,  &c.,  Smith       -  p.  612 

British  ■  prestige,  and  influences  in  India  injured 

hj„Webb     r         -         -  -         ■  P-  564 

Causes,   Abrahams,  p.   20-1 ;   Bhupendra  Nath 

Mitra,  4378-85,  4495-7. 
Estimated  for  in .1911-12  and  1912-13,  Barrow 

3043-5 

no  Policy  of  retaining  balance  greatly  in  excess 

of  requirements,  Abrahams  -     347-8,  p.  19-21 

Public    criticism    of     extract    from    "Times," 

Abrahams  -         -  -         -    P-  19 

Unnecessary,  ajid  criticism  of  policy,  Webb 

,   4961,  5018-22,  5041-8,  p.  550 

Interest,  statistiqs,  Abraharns      -         -         -    p.  14 

might ,  have  ■  been  Kept  down  by  paying  off  India 

bills  and  not  raising  loans  untU  surplus  absorbed, 

MeBobert      ■        -        -         -        -  '  p.  547 

Lending  out  of,  see  Lending  by  Government    in 

England. 
Location  of,  Abrahams,  51—4,  197,  p.  7-8  ;  BadocTc, 

p.  319. 
no  Objection  to,  as  plenty  of  money  left  in  India, 
Hunter  -  -        .■.-..  6336 

Opening  and  closing,  1909-10  to  1913-14,  Abrahams 

p.  83 

Policy  re,  Abrahams    -      50,  107-8,  148-56,  p.  7-8 

Public  confidence  in  official  management  of  fiidia's 

currency  and  finances  weakened,  Webb     6223-9, 

p.  564 

Statement  showing,    for    each    day  in  1912-13, 

Badock  ■        -        -  p.  319-27 

Statistics,  1906-7  to  1910-11,  Sundara  Iyer  ]?.  631 

Statistics,  31st  March  1908  to  31st  Mai-ch  1912, 

Webb      -  -      '-  -         -p.  551 

could  not  have  been  Used  advantageously  in  India, 

Bhupendra  Nath  Mitra   -.        -         -         -     4375 

Management : 

no  Criticism,  Toomey  and  Fraser,  2565,  p.  536  ; 

Beid,  7363. 
Notes'on,by  the  Hon.  Sir  James  Westland,  Abrahams 

p.  42-7,  p.  53-7 

no  Serious  criticism  of,  except  in  1910, 1911,  and 

1912,  Swlim     -        -.     ■-.        -        -        -     8439 

1912,  India  bills  paid  off  in,  might  have  been  paid  off 

earlier,  Smith     -        -        ."        -      8440,  p.  612-3 

Opening,  1907-8  to  1913-14,  Abrahams   -       p.  67-73 

Policy  re,  Abrahams        ....  148-59 

Policy  approved,  Jfcleod,   6998-9,   7087-8,   7217-9; 

Dunbar,  7856-7. 
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Balances — continiied. 

Policy  re,  approved,  but  alternative  of  borrowLng 
more  largely  for  development  works,  Le  Marchant 

7828-36 

should  be  Put  at  disposal  of  market  (Englisli  or 
Indian)  most  in  need  of  relief,  Sunter         '  -  p.  592 

Reduction  of  amounts  borrowed,  or  discharge  of 
temporary  debt  might  have  been  possible  earlier, 
Howard  ■        -        -     8126, 8158-9,  p.  577 

Remittances,  see  that  title. 

Statistics  of,  and  of  amounts  held  in  reserve  in 
other  treasuries,  1886-7  and  1887-8  (Westland), 
Abrahams    -----  -     p.  45 

Sums  already  allocated  and  placed  at  disposal  of 
Provincial  Governments  included  in  statements 
of,  and  question  of  altering  form  of  statement, 
Abrahams,  57-69,  131-2 ;  Bhupendra  Nath  Mitra, 
4431-7. 

System  of  borrowing  for  reproductive  capital  works 
instead  of  using,  and  criticism  of,  Webb        -  p.  553 

Transfer  from  India  to  England,  method,  Abrahams 

p.  11 

Use  of,  for  paying  off  debt  (other  than  temporary), 
objection  to,  Howard  -         -        p.  578-9 

Use  of,  foe  ptteposes  of  teadb  : 

Methods  (Westland),  Abrahams  -  p.  46-7 

Note  by  the  Hon.  Sir  J.  Westland,  on  management 

of    Government    balances,  re  difficulties,    1899, 

Abrahams  -  -  p.  53-7 

Whole  of,  not  held  at  disposal  of  Secretary  of  State, 
1912-lS,  Abrahams  -         -         -  426-7 

Bank  of  England : 

Annual  rates    of    charge    made   by,   for  issue   and 

management    of  Indian  debt,   particxilars  re,  &a., 

Badoek  -        .        -        .    2054-68,  p.  331 

Arrangement  with,  that  balances   each   day   should 

not  fall  below  500,000?.,  but  balance  often  more, 

Abrahams,  51 ;  Badoek,  1914-5,  2048-9,  p.  319. 
Arrangements  with,  for  issue  of  loans  not  made  for 

any  fixed  period,  Badoek      -         -  1918 

Day's  notice  required  by,  before  heavy  withdrawal, 

and  failure  of  attempt  to  obtain  concession,  Badoek 

2025-8 
Investment,  securities,  and  investment  in  trade  bills 

or  advances  to  traders  would  not  be  considered, 

Cole 3438-44 

Relations  with  India  Office  friendly,  apart  from  recent 

incidents.  Cole  -  -  -  -  3374,  3512-8 
Remuneration  to,   and  attempts  made  to   get  rates 

reduced  .         -         -         -  1914^7,  2048-53 

Statement  of  payments  to,  for  certain  services,  1903-4 

to  1912-3,  Badoek  -  2047,  p,  329 

Statutory    enactments     regarding     accoimt    of    the 

Secretary  of  State  in  Council  at,  Abrahams  -  p.  354 
Transfers,   stock   receipt    not   accepted   as   evidence 

without  seeing  ti-ansfer  book  and  procedure  might 

be  simplified,  Scott       -        -  -   2088, 2144 

Bank  of  France: 

Bullion  in,  1863-76,  Sundara  Iyer  -  -  -  p.  622 
Operations,  &c..  Boss       .         -         .  3688,  p.  545 

Bank  of  Ireland : 

Annual  rates  of  charge  made  by,  for  issue  and 
management  of  Indian  debt,  Badoek    -         -  p.  331 

Statement  of  payments  to,  for  certain  services,  1903-4 
to  1912-3,  Badoek p.  329 

Bank  Bate  in  India: 

6  per  cent,  for  steady  borrowers  all  the  year  round. 
Smith        -         -         -         -         -         -         -p.  614 

7  per  cent,  shotild  not  be  exceeded  at  the  worst, 
McBobert  -        -  -  -  4118-9 

7  or  8  per  cent,  the  normal  figures.  Smith  8494-5 
9  per  cent,  only  in  1906  and  1908  for  a  few  weeks, 

Dunbar      -        - 7874 

Advantages  to  be  derived  by  preventing  high  rates 

periodically,  j46rafeams  •  -  .  .  390-7 
Average,  not  immoderately  high,  Beid  -  -  p.  571 
Complaint,  no  ground  for,  taking  whole  year  round, 

Smith        -        - 8468 

few  Complaints,  Toom.ey         -        ■        -  2854-7 

Connection    between    high    rate    and    Government 

revenue  collecting  season,  Abrahams  398-404 

Cultivators'  money  market  has  no  connection  with, 

Sundara  Iyer 8969-71 


Bank  Rate  in  India — continued. 

Decrease  of  differences,  if  achieved  by  Central  Bank, 
would  be  an  advantage.  Smith    -         -         .     8645 

Differs  in  different  Presidencies  sometimes.  Smith 

8639-44,  8800-1,  p.  613 

Fluctuations,  caused  by  inelasticity  of  currency 
accentuated  by  withdrawal  of  sums  by  Govern- 
ment, Hunter     -         -  -         -         -  p.  594 

High: 

Causes,  Hunter  •         -        -        6624-32 

Injurious  to  trade,  Eeid      -        •        -         -  p.  571 

Lending  by  Government  would  bring  rate  down, 
Smith  ■        ■         "        "     .  8646-9 

Number  of  borrowers,  broadly  speaking,  dependent 
on  trade  not  on,  Dunbar     -         -     7992-8,  8003-4 

Bank  Bate  in  London: 

High,  question  of  effect  on  private  remittances  from 

India,  Webb 6184-203 

Importance  as  regards  Indian  trade,  Hunter  6615-21, 

6967-9 
Banking  business  by  Government,  question  of,  .46raAam8, 
101-6,  118;  Newmarch,  1622-3. 

Banking  Business  in  India : 

Development  of,  would  be  advantageous,  Le  Marchant 

7852-3 

Defect,  no  provision  made  for  financing  agriculture 

and  need  for,  Hamilton       -  2480-5,  pp.  524-6, 527 

Tendency  towards  concentration  in  seaports,  Dunbar 

7949,  8053 
Banks,  British: 

Deposits  with,  see  that  title. 

Percentage  of  cash  in  hand  to  deposits    1902,  p.  471 

Banks  in  India: 
Clearing  house  figures,  1907-12,  Howard  p.  581 

Danger  of  multiplication  of  so-called  banks  that 
are  only  pawnshops,  and  restriction  desirable, 
McBobert  -  -  -         .        4125,  4304-6 

more  Decentralisation  needed,  Sundara  Iyer     8898-9 
Deposits  : 

Higher  rate  on,  up  country,  question  of.  Smith 

8673-80 

Increase,  and  question  in  case  of  banking  crisis, 

Toomey  and  Fraser  -         -  2872-912 

People  prefer  joint  stock  banks  as  rates  better. 

Smith  -         -         .  8626-8 

Exchange  Banks,  see  tliat  title. 

Failure,  bad  effect  on  depositors.  Smith  -     8597-600 
Government   inspection,   no   good    bank   would    be 
afraid  of.  Smith  -         .         .         .  §601 

Government  should  exercise  greater  control  over  so- 
called  banks  and  moneylenders,  Sundara  Iyer 

^  .      „  8904^5 

Jomt  Stock  Banks,  see  that  title. 

Loans  to  mercantile  firms,  rate.  Boss  3701-2 

Loans  to,  see  Lending  by  Government  in  India. 

"  MuBHEOOM  "  Banks  : 
Continuance,  under  legislative  supervision,  advo- 
cated. Smith  -         -        -    8669,  8728-32,  p.  614 
Deposits  : 

New  sources  tapped  by.  Smith         -         -    8665 
Rate  on.  Smith       -        -  .    8668 

Depositors,  classes.  Smith  -         -        -  8663-4 

Growth  of,  and  danger  from,  Smith  8460-4,  p.  613-4 
Memorandum  re,  8th  April  1912,  Smith  p.  618-9 
Operate  aU  over  the  country,  Smith  -  -  8625 
State  Bank  would  not  supply  place  of,  Smith  8626 
Use  of  money.  Smith  -        -         -  8666-7 

Presidency,  see  Presidency  Banks. 

Reserves,  form  in  which  prefen-ed.  Smith      8617-23 

Savings  Banks,  see  that  title. 

BARROW,  0.  T.,  C.S.I.      -        -        -        3039-3343 
Balances  : 

in  England,  high  balances  estimated  for  in  1911-12 
^dl912-13   -        -  .        .         3043_5 

m  India : 

Amount,  question  as  to  suitable  amount  3233-48 
High,  causes  -  -         .  3041-5 

Increase  from   8 J   to  11   crores  was  fully  con- 

^  ^I'l^'-ed 3172-4 

Lower,  not  desirable       -         -         .         .     3051 

Exchange : 

Crisis  of  1907-8,  should  not  be  taken  as  example 
of  severest  strain  probable   "  -         .         .     3274 
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BARROW,  O.  T.,  G.S.I.— continued 
Exchange — continued. 

Gold  in  circulation  not  of  mucli  importance  for 
maintenance  of       -        .        .        3074, 3271-3 
Gold  in  hoards  Would  not  give  support  in  crisis 

3075 
Gold: 

excessive  Import  into  India  should  be  checked 

3077 

Issue  in    exchange  for   silver,  people   desire   to 

receive  gold  in  England  -        -        -        3289-95 

Gold  Cueeenct : 

Encouragement  not  desirable      -     3072-3,  3092-7 

Impossibility  of  estimating  how  much  would  go 

into  currency  and  how  much  as  ornaments  or 

into  hoards     ....         .         .     3094 

10  Rupee  piece,  question  as  to  whether  demand 
for  gold  would  be  increased     -         -        3279-88 

Gold  Mint: 

for  Coinage  of  sovereigns  unnecessary  and  im- 
practicability as  regards  supply  of  bullion    3091 

Might  be  tried  if  special  coin  introduced,  but 
introduction  not  advocated      -         -  3091-3 

Gold  Standard  Reseeve  : 
Amalgamation  with  Paper  Currency  reserve  not 
advocated       ....  3151-3,  3158-66 
Form : 

Gold  in  England,  actual  gold  ideally  preferable 

to  securities,  and,  in  any  case,  short-dated 

securities  preferred      -         .         -  3102-8 

Silver,  need  for       -  -  2078-9 

Investment,   distinction    between    investment   of 

paper  currency  reserve  and  .   -         -  3080-1 

Location  in  London  of  greater  portion,  approved 

and  reasons    -         -        -         3098-100,3115-20 

Subsidiary  Branch  in  India  (silver) : 

Approved        ....        -  3101-2 

might  be  Done  away  with,  with  power  to  make 

temporary    investments    of    paper    currency 

reserve        ....        3080, 3196-7 

Exchange  of,  for  gold  in  paper  currency  reserve, 

difficulty      ....  3078-9,  3087-90 

Lending  from,  not  desirable    -         3053-4,  3253 

India  from  certain  point  of  view  as  debtor  country 

3096-7,  3109-14 

Lending  bt  Goveenment  in  India: 

Objection  to,  that  amount  of  balances  available 

would    be    uncertain,    but    advantages    might 

possibly  outweigh    3047,  3254-6,  3267,  3313-24 

Practicable   to  small  extent,  but  not  advocated 

from  balances  and  reasons         -  3046-7,  3051-2, 

3257-67 
Rates  obtained  for  Coimcil  bills  might  be  reduced 

3048-50,  3266 

Notes  : 

Circle    system,   largely  abolished  in    effect,   but 
abolition  not  advocated  for  very  high  notes 

3201-13 

Encouragement  important  -         -         -  3214-8 

Increasing  use  of        -         -         -        ■      _  ■     3069 

Obligation  to  pay  notes  in  rupees,  or  gold  if  wished 

by  Government,  but  demand  likely  to  be  for 

rupees    3082-6 

Places  at  which  notes   encashable  might  be  ex- 
tended, and  question  of  -         3066-72,  3215-22, 

3249-52,  3328-43 

Papbe  Cueeenct  Reseeve  : 

Advances  from,  to  Presidency  Banks  on  temporary 
security,  as  part  of  investment,  scheme 

3055-65,  3080,  3124-50,  3154-7,  3179-92 
3196-200,  3268-70,  3325-7 
Amalgamation  with  gold  standard  reserve  not  ad- 
vocated and  reasons        -         -  3151-3,  3158-66 
Composition  approved  on  the  whole    -         -     oOn 

Accumulation,  impossibility  of  preventing  3077 

Exchange  of,  for  silver  in  gold  ^t^^ard  reserve 

difficulty      -         -         -         ■  ^°;^i'^    •    w^ 

Keeping  of  certain  amount  in  ^^S^^''l^^l'^^{ll 

Investment :  »      i  ^   j.     j  „;i 

Distinction  between  investment  of  gold  standard 

reserve,  and-        .        -        -        r 


BARROW,  O.  T.,  G.S.I.— continued. 
Papee  Cttebency  Reserve — continued. 
Investment — continu-ed. 

Power  to  invest  certain  percentage  of  circula- 
tion instead  of  fixed  sum  advocated 

3055-7,  3139 
Temporary  investments  in  London,  scheme, 

3080,  3179-86,  3198-201 

Location,  approved 3076 

Run  on,  might  occur  -         -         -         -  3164-6 

Peesidenct  Banks,  new  Beanches: 

Dropped  in  a  few  cases  as  not  paying  3300 

Opened     wherever      possible,      and       minimum 

balances  given  in  certain  cases  by  Government, 

and  question  of  extending  system  3175-8,3301-9 

Trade,  balance  in  favour  of  India  -         -  3111-3 

Transfers  between  Presidency  towns  and  up-country, 

business  would  be  better  run  by  bank  officials  than 

by  Government  officers  -        -  3310-2 

Teeasueies,  Sub-  : 
Extension    of    banking    facilities    in    place    of, 
desirable  if  practicable  -        -  3296-9 

Principles  on  which  amount  of  coin  at,  regulated 

3223-32 
Probably  necessary    -         .         .        .        3168-74 

Bengal,  Bank  of: 

see  also  Presidency  Banks. 

Abstract  statement  of  working  of,  1856  to  1898 

p.  376-7 
Assistance  of  co-operative  societies,  Dunbar   -     7965 
Balance,  reduction,  by  transfer  to  Reserve  treasury, 
letter  from  Comptroller  General,  September  1878 

p.  379 

Beanches  : 

no  Difficulty  in  dealing  with  people   of   different 

interests,  over  wide  areas,  &c.,  McBobert,  4122-4 ; 

Dunbar,  7952-4. 

Maintenance   of   currency  chests   by,  Bhv/pend/ra 

NathMitra    -  -  -     4726 

Correspondence  with  Government  of  India  re  relaxing 

restrictions  on  banks,  Abrahams  -    p.  365-82, 

p.  444^8,  p.  455-7,  p.  472-9,  p.  480-5,  p.  488, 

p.  503-6 
Deposits  : 

More  money  obtained  than  can  be  used,  Dunba/r 

8087-91,  8111-2 

Rate    of    interest,   and   reduction    as    too    much 

obtained,  Dunbar  -  7950-1,  7984-90 

Statistics,  1868-72  -         ■  -  p.  434 

Mr.  Dickson's  report  to  directors  of,  re  amalgamation 

of  Presidency  banks,  Abrahams  -  p.  369-75 

Discounting  of  biUs  at  branches,  Dunbar         8050-1 

Extract  from  letter  to  Bengal  Chamber  of  Commerce, 

November  1902,  re  increase   in  amount  of  rupee 

and  notes  held  by  native  investors,  Newmarch 

p.  269-70 

Extract  from  report  for  half  year  ending  30  June 

1860  -  -        -  -        -p.  379 

Government   deposits,   difficulty  in   1863   and   1874 

re  withdrawal,  Abrahams,  133-4,  p.  3 ;  Bhupendra 

Nath  Mitra,  4365. 

Issue  of  Government  paper  by,  Dunbar  -  7966-7 

Letter  from  Government  of  India,  August  1878,  to 

Comptroller  General  re  terms  of  agreement  with, 

Abrahams  -         -         -  p.  379-80 

Letters,   1904  and    1908,   re  increase    of    invested 

portion  of  paper  currency  reserve,  Newmarch 

^  p.  267-70,  p.  277 

Letter  to  Royal  Commission,  10th  June  1913    p.  596 

Liabilities  and  assets,  1890,  1891,  1892,  1910,  1911, 

1912,  AbralMms p.  78 

Minimum  discount  eates: 

1879-80  to  1889-90 p.  394 

1901  to  1913,  Abrahams  -  -    p.  86 

Scheme  of  1867  for  Central  Bank,  Abrahams 

p.  339-40 

Statement    of    affairs    of,    for    week   ending    28th 
November  1899 p.  378 

Bengal  Chamber  of  Commerce : 

Extract  from  letter  from  Bank  of  Bengal,  November 
1902,  re  increase  in  amount  of  rupee  paper  held  by 
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Bengal  Chamber  of  Commerce — continued. 
Letters,   1904  and  1908,   re   proposed    increase   of 
invested  portion  of  paper  currency  reserve,  New- 
march        -  .         .    p.  271,  p.  281-2 
Letters  to  Government  of  India,  1899  and  1900,  re 
relaxing   restrictions    on  Presidency  banks,   &c., 
Abrahams                          p.  358,  p.  384-6,  p.  422-4 
Letter  re  proposal  to  use  half  profit  on  coinage  for 
railway  purposes,  6  September  1907,  Abrahams 

p.  172-4 
Letter  to  Royal  Commission,  28  May  1913,  McLeod 

p.  601-7 

Balances  in  India,  transfers  from  revenue  to  capital 

expenditure  might   be  governed    by   less   rigid 

principles       -  -  -  p.  604 

Central   or  State  Bank,  central  control,  location 

difficulty  -  p.  606 

Council  Bills  and  Telegraphic  Transfers  : 

Advantages  of  system     -  -        p.  603-4 

Sale  in  excess  of  reqviirements,  approved  and  not 

antagonistic  to  interests  of  India  p.  603 

Deposits  with  bankers  in  London,  not  objected  to 
and  continuance  advocated      -■        p.  604,  p.  607 

Exchange,  fixing  of,  prosperity  of  trade  since  p.  602 

Gold  Mint : 
not  Advocated  at    present,  but  if    established 
sovereigns  should  be  coined    p.  604-5.  p.  606, 

■  p.  607 
Local  supply  of  bullion  doubtful  p.  606 

Gold  Standard  Reserve  : 
Gold,  amount : 
5,000,000i.  at  least  advocated     7137-9,  p.  603 
no  Limits  should  be  fixed,  and  coinage  profits 
should  continue  to  be  added  to  p.  603,  p.  607 
Location  in  London  advocated  p.  602-3 

Securities,  approved  -        p.  603,  p.  607 

Sovereigns,    use    increasing   in   Nbrthem    India, 
Bombay,  and  part  of  Madras  -         -  p.  605 

Letter  from  Upper  India  Chamber  of  Commerce, 
April  1890,  Abrahams  -       p.  393-4 

Proceedings  of  interview,  11  January  1899,  between 
deputation  from,  and  the  Hon.  Sir  J.  Westland,  on 
question  of  management  of  Government  balances, 
Abrahams  -  -  p.  58-62 

Report  of  Finance  Sub-Committee  in  favour  of 
Government  loans  to  Presidency  Banks  during 
seasons  of  stringency  at  less  than  bank  rate, 
Abrahams  -  -  "         P-  51-2 

Bengal  Government,  coiTespondence  with,  from  Govern- 
ment of  India,  1899-1900,  re  relaxing  restrictions  on 
Presidency  Banks,  Abrahams  ■    p.  361,  p.  422-4 

Bengal,  North  Western  Railway  Company,  letter  to 
Upper  India  Chamber  of  Commerce,  April,  1890 

p.  394 

BHUPBNDRA  NATH  MITRA,  CLE.        4307-4868 
Balances : 
in  England : 

High,  causes  -        -  4378-95, 4495-7 

could  not   have  been  Used   advantageously  in 
India  -  -  ...     4375 

in  India : 
Amount : 

125  millions  on  31st  March,  explanation  of 
system     ....       4309-11, 4508 
19  millions,  3l8t  March  1913,  explanation 

4337-8 

Minimum  working  balance    4309-11,  4509-15 

Distribution  .  4311-4,  4498,  4505-7 

Minimum-,  increase  and  reasons        .         .     4316 

Multiplication  of  branches  of  Presidency  Banks 

would  not  enable  decrease  of  .     4315 

Review  of,  procediu'e       -  -        -     4315 

Smaller  in  proportion  to   volume  of  business 

than  formerly  4326-8 

Sums  already  allocated  and  placed  at  disposal  of 

Provincial  Governments  included  in  statements 

of,  and  question  of  altering  fonn  of  statement 

4431-7 
Bengal,  Bank  of,  Government  deposits,  difficulty  in 

1863  re  withdrawal  .         .     4355 

Bombay,  Bank  of.  Government  deposits,    difficulty 

in  1874  re  withdrawal  -        .        .        .     4365 


BHUPENDRA  NATH  MITRA,  C.I.'E.— continued. 
Budget  Estimates  : 

Based  on  noi'mal  harvest  -  4426,  4443 

Preparation,  pTooedure  4410-20,  4481-96 

Shortening  of  time  taken,  impossibility      4469-70 

Budget  Teae : 

October  to  September,  question  of,  and  possible 
advantages  4459-68,  4474-5,  4530-43 

November  to  October,  estimating  would  be  some- 
what easier     -  4427-30 
Central   or  State  Bank,  to  relieve  Government   of 
responsibilities  as  regards  currency  and  banking 
would  be  possible  4738 

Council  Bills  and  Teansfees  : 

Purchase  by  Government  of  India  against  gold 
standard  reserve,  question  of  4860-6 

Sale :      . 

Estimate,  no  earmarking  in  advance  for  capital 

payments  in  England  -  4554-6 

in   Excess    of    requirements,   practice   of,   and 

benefit  to  Government  and  trade  frorii      4526 

Maximum  indicated  by  Government  of  India,  up 

to   which   Secretary   of    State   acts    on   own 

initiative  -  4339-40, 4552-8 

Secretary    of  State    must   sell   from   April   to 

December  to   provide   for   requirements  and 

consequent  impossibility  of  sticking  out  for 

Is.  4d.  -         -  4603-13 

Currency  Chest,  object  of  -  4832-3 

Exchange  Banks,  Government  approached  by  local 

branches,     1907,     for    loans,    but    Council    bills 

preferred  by  head  offices  4586 

Exchange : 

Gold  issued  in  India  in  times  of  difficulty  supports 

4659-63,  4765-81 

Risk  of  large  amount  of  rupees  in  circulation  at 

time  of  crisis  and  advantages  of  increased  gold 

currency  instead  -         -  4679-87 

Famine    Insurance    Fund,   correspondence   between 

Government   of    India   and    Secretary   of    State, 

1901-4,  referred  to      '  .  4311 

Gold: 

Effort  made  by  Government,  1900  to  1907,  to  push 

gold  into  circulation  .         .  4762-4 

Import  continues  even  in  time  of  crisis       4849-51 

Issue : 

in  Crisis,-  no  distinction  should  be  made  between 
issue  for  ch-culation  and  for  remittances 

noA-,  o    ^-  ■  4844-52 

1907-8,  discussion  in  Government  of  India  re 
,.^5^  policy  -  4834-42 

i90S,  largely  at  Presidency  towns  and  some  up- 
country       .  .         .  4819-21 
to  Public  at  time  of  crisis,  desirable  4822-5 
of  Sums  over  10,000?.  reported  to  Comptroller 
General       ....                   .    4343 
Supply  of,  extra.legal  facilities        4750-1    4754-5 
Gold  Oueeenct:                                          ' 
Encom-agemcnt  desirable    -            4672-7,  4776-81 
Encom-agement  by  Government,  steps  taken 

n  li,  .  4754^5 

Gold  Mint  in  India: 

Advocated,  and  reasons      -  .  4664-6 

Charge  for  refining  would  have  to  be  made,  but 

not  sei^iorage  .        .         .        4669-70 

Ooinmg  of  sovereigns  advocated  .  4714-6 

Gold  would  probably  come  from  hoards  in  future, 

m  times  of  stringency      .  .        .4671 

Local  gold  would  be  obtained  for  coining    4666-8, 

TVT         -x      ,  4786-8 

a  JNecessity  almost     -         .  .  4782-5 

Supply  of  gold  to,  would  depend  on  price    4717-9 

Gold  Standard  Reseeve: 

Amalgamation    with    Paper    Cun-ency    Resei-ve, 

objections  to  -  _  .  4699-6 

Amount : 

Experience  of  crisis  of  1907-8  not  adequate 

Not  less  than  25  millions  advocated  .  4698 
Drawing  against,  by  Secr'etary  of  State,  1910  and 

1911,  circumstances         -         .  4810-8 

Functions  ; 

Supply  of  gold  to  India  -         .        ■.         .    4659 


INDEX. 


15 


BHUPENDRA  NATH  MITRA,  G.I.^.-cmtirmed. 
Gold  Standard  Reserve — continued. 
Functions — continued. 
to  Support  exchange  and  (through  silver  branch), 
to  supply  f  upees  in  exchange  for  gold  when 
_    abnormal  demand  for  rupees  4639-51 

Gold  in  London,  5  millions  hardly  siifficient 

4697-700 

Main    branch   in    London,   reason  for    location, 

considered  in  interests  of  India   -         -     4652-8, 

4853-9,4867 
Statutory  regulations  not  advocated  at  present 

4,709 

Subsidiary  branch   in  India,  object  of,  to  supply 

rupees    in  exchange  for  gold  when    abnormal 

demand  for  rupees    -         -         .     4639-51,  4691 

Hoards,  gold  gradually  displacing  silver  in     -     4672 

Lending  by  Government  in  India  : 

Amount  available  for,  question  of        -        4508-19 

Demand,  question  as  to  extent  of         -         -     4372 

Loans  issued  by  Government  in  England  : 

Consultation  between   Government  of  India   and 

Secretary  of  State  re,  before  opening  of  financial 

year,  and  more  frequent  communications'  might 

be  desirable  -  4386-99, 4476-80,  4594-6,  4616-28 

Monthly  returns  of  revenue  by  Comptroller- General 

-supplied  to  India  Office  4391,  4476-8 

Loans  issued  by  Government  in  India  : 

Class  taking  shares  in,  in  India  -  -  -  4440 
Extension  of,  not  possible  in  expert  opinion  without 
reducing  market  price  of  rupee  paper  4400-3 
to  Fullest  possible  extent  -  -  .  -  4855 
Increase  of,  in  course  of  year,  inconvenience  of 

4597-602 
Objection  of  Secretary  of  State  to  4614-5 

Policy  of  Indian  Government  to  raise  as  much  as 
possible  in  India,  and  reason         4404-6,  4441-2 
Securities,  question  of  -        -  4455-8 

Temporary  debts,  objection  to  raising  money  on 

44.66-8 

Total  amount  of  rupee  loans  outstanding  held  in 

India  and  in  London  respectively    -  4438-9 

Notes : 

Encashment,  extra  legal  facilities  and  question  as 
to  possibility  of  extending  to  sub-treasuries 

4741-9 
the  Ideal  currency      -         -  -  4674-8 

Issued  iu  large  parcels  through  banks,  &c.   4721-3 

Paper  Currency  Reserve  : 

Assistance  of  trade  from,  preferable  to  loans  from 

Treasury  balances  -         -        -     4354-7,  4583-5 

Fiduciary  issues : 

Assistance  of  trade  from,  preferable  to  loans  to 

banks  -         -         -     4636-8,  4830-1 

Increase  would  be  possible  without  inconvenience 

4631-5 

Gold  in  India,  main  function  of,  to  supply  gold  to 

pubKc     -         -         -         .  -     4690 

K^pt  separate  from  cash  balances  4827-9 

Transfer  of  balances  between  treasuries  and   4321, 

4329-30,  4446-50 
Presidency  Banks  : 
Branches  : 

Balances,   Government  sui-plus   transferred  to 
reserve  treasury  when  above  certain  amount 

4360-4 
Currency  chest  usually  taken  over  by  Bank  of 
Bengal,  but  not  by  Bank  of  Bombay  4726-31 
Difficulty  of  starting,  without  Government  assist- 
ance, but  no  assistance  to  sub-agencies 

4559-62 

Guaranteed     minimum     Government    balance, 

working  of  4335-6,  4451-4,  4316-25,  4499-504 

Multiplication  of,  would  not  enable  working  with 

lower  balances  -         -         -     4334 

Transfer  between  cuiTcncy  chest  and,  system 

4732-40 

Government  Balances  : 

in  Excess  of  fixed  minimum  -  4358-9 

Retention  of,   above   certain  sum  on  payment 

of  interest  possible,  but  no  case  of  charging 

interest  known  -  4588-93 

Withdrawal,  question  as  to  possibility  of  difficulty 

4366-7,4587 


BHUPENDRA  NATH  MITRA,  C.I.Il.—ecmtinued. 
Presidency  Banks — continued. 
Loans  to : 
Attitude  of  Government  re,  in  1899        4579-82 
below  Bank  rate  advocated  4349-50 

Demand  not  great  -         -        -  4586 

possible  Effect  on  sale  of  Council  bills     4341-5, 

4376-7,  4568-78 
Experiment  considered  worth  trying  -  4344 
Experiment  should  be  confined  to,  at  present 

4347,  4374 

Money  may  be  locked  up  for  which  sudden  and 

unforeseen  demand  may  arise       4341,  4563-7 

Needed  between  January  and  April  4346 

Possibility  of,  at  present,  but  no  demand  for 

last  5  or  6  years  -  4348-9 

Securities   should  be  taken  and  question  as  to 

nature  of     -  -  4348,  4351-2 

Undue    dependence   of    trade    on    Government 

money  would  result  4341,  4353-4 

Provincial  G-oyernments,  sums  allocated  and  placed 

at  disposal  of,  included  in  statements  of  balances, 

and  question  of  altering  form  of  statement  4431-7 

Railways,  under-expenditure  and  reasons         4380-4 

Reserve  treasuries  : 

Abolition  and  transfer  of  balances  to  Presidency 
banks  not  possible  -         -         -  C     4373 

Bank  rate  probably  higher  in  busy  season  owing 
to  locking  up  of  money  in,  but  system  justified 

4369-71 
Establishment,  reasons  -  4366-8 

Rupees : 

Difficulty  owing   to    trade   not    getting  required 

amount  of,  known  -  4661 

Issue  of  gold  for,  legal  undertaking  not  necessary 

at  present  4688,  4806-9 

Supply  of,  extra  legal  facilities  4762-3 

Silver,  purchase  of,  for  coinage  : 
1912,  payment  by  sale  of  Council  biUs,  suggestion 
made  by  Secretary  of  State  4826 

Regulation,  method  4644-7 

Taxation,  change,  sanction  of  Secretary  of  State 
required,  and  all  proposals  submitted  to,  but  does 
not  generally  take  official  initiative  in  proposing 

4548-61,  4629-30 
Trade,  assistance  from  paper  currency  reserve,  pre- 
ferable to  loans  from  Treasury  balances      4354-7, 

4583-5 
Treasuries,  District: 

Currency  chests  at  all  surplus  treasuries^  and  most 

deficit  treasuries  -  4724 

Encashment  of  notes  possible  at,  if  coin  sufficient, 

but  not  possible  at  sub-treasuries,  and  question 

of  -  -  4741-9 

no  Official  reports  showing  actual  transactions 

4444 
Sub: 
no  Currency  chests  as  a  rale  4726 

Little  money  left  in,  as  a  rule,  as  sums  with- 
drawn to  district  treasuries  when  large     4761 
Transfers  between  -  4621-5 

Transfer  of  balances  between  paper  cuiTency  re- 
serve and        -  4321,  4329-32,  4446-50 

Bombay,  Bank  of: 

see  also  Presidency  Banks. 

Amount  of  bills  falling  due  weekly  from  4th  May  to 
26th  July  1902  and  from  6th  July  to  3rd  October 
1903,  and  amount  of  deposits  maturing        -  p.  467 

Assistance  had  to  be  promised,  by  Government,  1865, 
1867,  Abrahams  -  p.  3 

Attitude  of  shareholders,  1867,  re  proposed  Central 
Bank,  Abrahams  -  .         .         .  p,  345 

Branches,  currency  chests  not  taken  over  by, 
Bhupendra  Nath  Mitra  4726-31 

Correspondence  between  Bombay  Chamber  of  Com- 
merce and  Government  of  India  re  withdrawals 
from,  1888,  Abrahams  p.  36—41 

Correspondence  with  Government  of  India  re  relax- 
ing restrictions  on  banks,  Abrahams  -  p.  388-90, 
p.  448-63.  p.  460-7,  p.  483-6,  p.  488,  p.  603-4, 

p.  506-10 
B  4 
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ROYAL   COMMISSION    ON    INDIAN   FINANCE   AND   CDERENCY  : 


Eoml>ay,  Bank  o{-~continued. 

Daily  percentage  of  cash  to  deposits,  1902,  1903 

p.  46i 

Daily  percentage  of  cash  to  liabilities,  1902, 1903 

p.  463 

Daily  percentage  of  cash  and  public  securities  to 
liabilities,  1902  and  1903      -        -     p.  465,  p.  466 

Government  deposits,  diflSculty  in  1863  and  1874  re 
withdrawal,  Abrahams,  34-7,  125,  p.  3,  p.  31,  p.  33  ; 
Bhwpendra  Nath  Mitra,  4365. 

Letters,  1904  and  1908  re  proposed  increase  of  in- 
vested portion  of  paper  currency  reserve,  New- 
march  ...  -  P-  271,  p.  277-8 

Letters,  December  1908,  suggesting  extended  use  of 
small  notes,   Newmarch        -         -         -      p.  277-8 

Liabilities  and  assets  1890, 1891,  1892,  1910,  1911, 
1912,  Ahralmms  -         -  -    p.  80 

Minimum  rates  of  discount,  1901  to  1913,  Abrahams 

p.  86 

Request  by,  for  advances  at  6  per  cent.,  April  1899 
(Westland),  Abrahams         -         -         -         -    p.  57 

Bombay  Chamber  of  Commerce : 

Correspondence  with  Government  of  India: 
re    Policy    of     Government    dealing    with     cash 
balances,  1888-9,  Abrahams      -         -      P-  36-41 
re   Relaxing    restrictions   on  Presidency   Banks, 
Abrahams         -         -  -   p.  358,  p.  386-8 

re  Use  of  profits  on  coinage  for  purchase  of  rail- 
way rolling  stock,  1907,  Abrahams    -       p.  160-3 
Letters,   1904   and    1908,   re   proposed  increase   of 
invested    portions    of     paper    currency    reserve, 
Newmarch  -        -        -  p.  265-6,  p.  279-80 

Bombay  Government: 

Accountant-General,  report  to  Government,  D  ecember 
1899,  re  relaxing  restrictions  in  Presidency  banks 
and  forming  Central  Bank,  Abrahams  •      p.  418-9 

Correspondence  with  Government  of  India,  1899- 
900,  re  relaxing  restrictions  on  Presidency  banks, 
Abrahams  -----       .p.  361,  p.  417 

Bombay  Mint: 

Opening  of,  to  free  coinage  of  gold,  see  Gold  Mint  in 

India  below. 

Use   of,   for    coinage    of    sovereigns,    proposal    by 

Government  of  India,  but  impracticability  of,  and 

objections  by  Treasury  to  the  proposal  as  made, 

Abrahams  •  ...  615-6 

Bonds,  paying  off,  reason  for,  being  more  important 

than  paying  ofE  biUs,  Abrahams     -         -  135-7 

Borrowing   by  Government,  see   Loans,    issue   of,   by 

GovetTiment. 
British  gold  coia,  see  Sovereigns. 

Bryce,  James  Annan,  opinion  against  lending  out  of 
balances  in  India  quoted,  Newmarch       -  1364-6 

Budget  estimates : 

Based  on  normal  harvest,  Bhupendra  Nath  Mitra 

4426,  4443 
Difficulty  of   estimating,  Abrahams,  124,  234,   237, 
309-18,  p.  9-10;  McBobert,  3926-8. 

Preparation  : 

Communication  between  Finance  Department  and 

■  Secretary  of  State,  Soward  -         -     8161 

Procedure,  Bhupendra  Nath  Mitra      •       4410-20. 

4481-96 

Shortening  of  time  taken,  impossibility,  Bhupendra 

Nath  Mitra  ....        4469-70 

Secretary  of  State  not  misled  by,  or  induced  to 

borrow  excessively,  Soward         -         -  8166 

Unnecessarily  pessimistic  of  recent  years.  Boss 

3583-4,  3709-20,  p.  543 
Budget  year,  change: 

Desirable,  if  possible,  Abrahams     -         -  329-30 

January  to  December  would  be  advantageous  from 

budget  point  of  view,  but  difficulties,  Abrahams 

234-9 

November  to  October,  estimating  would  be  somewhat 

easier,  Bhupendra  Nath  Mitra  4427-30 

October  to  September  : 

possible    Advantage,    but     careful    consideration 

necessary,  Soward  -  8153-5,  8382,  8386 

no  Insuperable  difficulties  that  wo  aid   outweigh 

advantages,  Soward        -        •        •  8382-6 


Budget  year,  change — continued. 
October  to  September — continued. 

Question  of,  and  possible  advantasres,  Bhwpendn-a 

Nath  Mitra     -         -     4459-68,  4471-5,  4530-43 

Question  of  impediment  to  Governor  comiag  down 

to  plains,  Soward  -----     8315 

Rough    budget    for    six    months    suggested  for 

transition  stage,  Soward         •  8273-7 

Question  of  advantage,  Webb  -         -        5189-93 

to  September  or  October,  question  of,  Abrahams 

326-8,  363 

Bunnias: 

Connection  with  European  money  market  in  India, 
Beid -  7425-8 

Rates  paid  and  charged  by,  Beid  7427,  7431-2,  7542 
Burma  Chamber  of  Commerce,  see  Rangoon. 
Burma  Government,  letter  to,   from  Govenunent  of 

India,  1899,  re  relaxing  restrictions  on  Presidency 

banks,  Abrahams   -         -         -  -         -  p.  361 

Capital  account,  short  spending  on,  and  steps  being 

taken  to  prevent,  Abrahams  -  296-9 

Capital  not  flowing  freely  from  England  to  India,  and 

question  of  reason,  Sundara  Iyer         8945-50,  p.  620 
Capital  I'eceipts  and  disbursements,  1909-10  to  1913, 

Abrahams      -         -         -         -         -         -         -p.  14 

Central  or  State  Bank : 

Advantages    not    considered    to    outweigh    disad- 
vantages, Webb 6121 

certain  Advantages  of,  but  proposal  not  favoured, 
simple  amalgamation  of   Presidency  Banks   pre- 
ferred, Boss  -      3683-5,  3778-9,  3863-77,  p.  544-5 
no  Advantages  seen,   Webb,  5097-9,   5286  ;    Smith, 

8624. 
might  be  Advisable,  but  no  definite  knowledge  pos- 
sessed as  to  practicability.  Cole    -      3382-6,  3426 
Advocated,  and  advantages  to  be  derived,  Abrahams, 
p.  351-2,  p.  357 ;  Graham,  4873,  4883,  4892,  4948  • 
Sunter,  6492-5,  6538-44,  6656-75,  6825,  p.  596 ; 
Beid,  7314-21,  7557-60,  p.  572-3 ;  Dunbar,  7945-6, 
8027-32,  8113-6. 
not  Advocated  and  not  necessary,  Samilton,  2459  ; 
Toomey,  2623;    McLeod,  7037,   7096-7,   7202-3- 
Smith,  8444-6,  8765-9,  8778-82,  p.  597,  p.  613-4, 
p.  617 ;  Sundara  Iyer,  8895. 
Agriculture,  &c.,  would  be  benefited,  Beid      -    7433, 

7541-6 
Amalgamation  of  Presidency  Banks: 

Advantage  in  case  of  crisis,  Sunter     -        6669-75 
Advocated,    Boss,   3778-9;    Sunter,   6498,    6723- 

Beid,  7322-4;  Dunbar,  7960,  8117,  p.  596. 
not  Advocated,  McLeod  -         .         .     7098 

Difficulties,  Toomey  and  F)-aser   -     2621-2,  2623-7 
Letter  of  Bank  of  Bombay  re,  December,  Abrahams 

p.  390 
Letter  of  Bengal  and  Bombay  Chamber  of  Com- 
merce re         -  -         .   p.  385-6,  p.  387 
Mmute  by  Mr.  George  Dickson  re,  1867,  Abrahams 

p.  369-75 

no  Movement  on  part  of  banks  or  public  demand 

for,  heard  of,   Sunter,  6530-4,  6562-3;  Beid, 

7429-30. 

Question  as  to  whether  position  would  be  stronger 

than  at  present.  Smith    -        -        .        8733-58 

Speech  of  Sir  H.  Fowler  re,  Januaj-y  1900,  Abrahams 

D  398—9 
would  not  be  Sufficient,  Abrahams      -        -       195 

Area: 

Difficulty  owing  to,  Abrahams,  528 ;  Toomey,  2624 ; 
Cole,  3383,  3426,  3526-42;  McLeod,  7038-44, 
7120-6,  7211-7,  p.  597;  (Bengal  Chamber  of 
Commerce),  p.  606  ;  Sundara  Iyer,  8897-8,19019  ; 
Smith,  8447-53,  8639-62,  8661-2,  8775-7 
8802-4,  p.  613. 

no  Difficulty  anticipated,  Beid,  7537-40 ;  Dunbar, 
7uoZ—o. 

Distinction  in  interests  between  different  parts  of 
India  would  not  be  a  serious  difficulty,  Boss 
,       ^  3777 

not  an  Insuperable  difficulty,  Sunter  -         6565-7, 

6757-63 
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Central  or  State  Bank— coMimwed. 

Argument  for,  as  means  of  lowering  bank  rate,  not 
considered  important,  Toomey  and  Fmser  2847-57, 

2922-3 
Attitude  of  Bank%f  Bengal  re,  Bwnbar  8023-5,  8062 

Attracting  op  money  feom  hoards  : 

not  Likely,  McLeod 7095 

Possibility    of,    Hunter,    1579-87  ;     Beid,    7390, 

7490-4. 
Question  of,  Graham,  4885-8  ;  Wehh,  5287-8. 
Balance  §heet,  financial  strength  of  India  would  be 
more  apparent  from,  Hwnter  6850-2 

Bank  of  Bengal  prepared  to  formulate  scheme, 
Dunbar      -       _ .         .  -  p.  596 

Banks  would  be  inclined  to  carry  more  investments 
in  balance  sheets  if 'there  were  central  institutions 
where  they  could  borrow  on  investments,  Hunter 

6973 
Branches  : 

Loss  possible  at  first  in  some  parts,  Beid     7581-2 

should  be   Opened  at  places  with  head-quarters 

treasury.  Hunter  -  .  p,  595 

Branch    banks    all    over  the    country,   opening   of, 

contingent  on  establishment  of,  Beid      -    7492-4, 

7575-82 
Capital  : 
Bringing  of  relation  between  capital  and  revenue 
of  the  three  Presidency  banks  to  same  ratio,  and 
offering  shares  to  existing  shareholders  pro  rata, 
20  per  cent,  only  of  new  capital  to  be  called  up, 
proposal  not  objected  to,  Hunter     -  6571-8 

Dividends,  question  of  rate.  Hunter  6959-61 

5  million  pounds,   paid  up,  should  be  maximum, 
Bunhar  -  7930-1,  p.  596 

Increase  would  be  necessary,  to  10  millions  sug- 
gested, and  possibility  of  employing.  Hunter 

6499,  6946-58,  6962-3,  p.  595 

Increase  would  be  desirable  on  amalgamation  of 

Presidency  banks,  but  unwillingness  of  banks  to 

increase  capital,  Abrahams  p.  349-50 

Present  capital  in  reserves  of   Presidency  banks 

sufficient,  Beid  -  7325-6,  7339 

Question  of,  Boss        -        -  3690-1,  p.  545 

Safer  if   much   larger  than   respective  capital  of 

Presidency  banks  but  willingness  of   banks  to 

increase  capital  doubtful,  Abrahams  99-100 

Shares : 

Taking   up  of,  by  Government,  through  silver 

branch  of  Gold  Standard  Reserve,  suggestion. 

Hunter        -        -       6500-2,6775-7,6948-53 

Uncalled  liability  deprecated.  Hunter       6516-8, 

6990-1 
Sterling  preferred  by  Government  of  India,  1899- 
1901,  but  rupee  considered  now  to  be  prefer- 
able, Abrahams p.  350 

Centrai  Board: 

Constitution  and  functions,  &c.,  Beid         7462-71, 

7476,  7583-8 
possible  Difficulties  re,  Howard  -  -  -  p.  581 
no  Difficultv  anticipated  re  directors,  Dunbar 

•^  8039-49 

Location : 

Calcutta   advocated   and   approved,   Abrahams, 

529-9a;   MeBobert,   4867;   McLeod,  7116-9; 

Beid,     7309-13;     Dunbar,     7936-41,     7959, 

8054-60.  . 

Commercial  centre,  essential,  Beid  -  7447-9 

Difficulty    (Bengal   Chamber    of    Commerce), 

McLeod       -         -         -         -  -P-^.?^ 

Local  jealousies   should  not    be  viewed    with 

concern  having  regard  to  benefit  to  be  con- 

fen-ed  on  all  India  by  establishment  of,  Beid 

7452-4 
in  London,  not  favoured.  Hunter  6688-98 

Question,  Beid  ^  7534-6 

Question  of  possibility  of  moving  about,  Betd 

7452—3,  747^—0 

Members,  question  as  to  possibiUty  of  obtaming, 

Le  Marchant  -         -         -         -  %lffll 

Necessary,  Beid  -  7diS-di 

Power  of  veto  over  local  boards  would  be  necessary, 

Euntfr 6740-51 

must  be  Representative  of  whole  country  as  far 
as  possible,  Beid     -  ■         "         7J29-di 

£    19070 


Central  or  State  Bsnak— continued. 

Consideration  advocated,  Graham  -  ■    4872 

Correspondence    between    Secretary   of    State   and 

Government  of  India,  Abrahams         p.  425,  p.  438 
CoiTespondence  between  Government  of  India  and 

Presidency     Banks,     Jan.      1901,     and     replies, 

Abrahams  -         -         ■         -         -         -         -  p.  442 
no  general  Demand  for,  known  of,  Boss,  3684,  3892  ; 

Webb,  5204  ;  Smith,  8465-7. 
Deposits,  prestige   of    Government    might    attract) 

deposits,  McLeod  7209-10 

Difficulties,  and  reasons  against,  McB,obert     3960-2, 

3966-9,  4213-6,  4274-5,  p.  547-8 

Difficulties  and  disadvantages,  Abrahams,  p.  352-3 ; 

MeBobert,  4274-5  ;  Le  Marchant,  7667,  7695-705  ; 

Smith,  8770-2. 

Directors : 

Government  should   be  strongly  represented   on 

board,  Dunbar  7934,  7968-9 

Government  should  be  represented,  but  majority 

would  be  representatives  of  shareholders,  Graham 

4879-80 

Strong    directorate     would     be     necessary,    and 

question    as    to    possibility   of    obtaining,    Le 

Marchant        -        -  -  7791-7 

no  Enthusiasm  about,  in  India,  Dunbar  -     8026 

Establishment  : 

Correspondence  between  Secretary  of  State  and 
Government  of  India  re,  1899-1901,  Abraliams 

p.  357-8 
Memorandum  on  proposals  for,  Abrahams  p.  339-54 
Note  by  Mr.  Hambro,  Abraliams  -  p.  357 

Question  as  to  probability  or  not,  Abrahams  p.  353 
Estimated  capital  and  reserve,  liabilities,  and  special 
reserve,  and  comparison  with  Bank  of  England, 
Bank  of  Prance,  and  Imperial  Bank  of  Geiinany, 
Hunter       -  -  6513,  p.  559 

Existing  interests  must  be  safeguarded,  Uoss     3683, 

p.  544 
Functions  : 
Advocated: 

Assistance  of  agriculturists,  suggestions.  Hunter 

6799-804 
Bankers  to  Government,  Dunbar  8115 

Control  of  paper  cm-rency.  Hunter  -         -  p.  595 
Exchange  business  for  exchange  banks,  Hunter 

6522,  6525,  6789 

Exchange  business  and  disposal  of  council  biUs 

subject     to     large     degree    of    Government 

co-operation  and  control,  Abrahams      119-20, 

138-40,  160-1, 196,  230-2 

Holding  of  gold  standard  reserve,  Ddnbar 

7961-2,  8115 

Holding   of   Government    balances,    Abrahams, 

p.  343  ;  Hunter,  6505,  6513-5,  6845-8,  p.  595  ; 

Beid,  7338,  7362 ;  Dunbar,  7925,  7932-3.  _ 

Lending  to  co-operative  credit  societies,  within 

certain  limits,  Hunter  -  -     6588 

Loaning  of  balances,  Abrahams,  141,  145,  161 ; 

Graham,  4873-4 ;  Beid,  7495-500,  7510-5. 
Management  of  currency,  Graham,  4875;  Beid, 

7314. 

Management  of  note  issue,  Abrahams,  p.  343-6  ; 

Boss,  3694-8,  3731-2  ;  Dunbar,  7926,  8006-8, 

8115. 

Management  of  public  debt,  Dunbar        -     8115 

Participation    in     sale     of     di'afts    on    India, 

Abrahams    -         -  -         -  p.  344 

Purchase  of  silver  for  coinage,  Graham     4943-5 

Purchase  of  sterling  biUs  to  certain  extent,  but 

not  general  exchange  business,  Dunbar  7928-9 

Sale  of  bills,  and  lending  out  of  balances.  Hunter 

6508,  6509 
Sale    of    council    drafts,    but    not    dealing  in 
exchange  generally,  Graham^,  4876,  4889-91 ; 
Beid,  7335-6. 
Support  of  exchange  as  agent  of  Government, 
and  profits  to  belong  to  Government,  Hunter 
6318-23,  6496-7,  6510-2 
not  Advocated : 

Borrowing  in  London  ou  security  of  investments, 

Abrahams  -  -         -  p.  345 

Control  of  currency,  MeBobert        -        -  p.  547 
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ROYAL   COMMISSION   ON    INDIAhf   FINANCE   AND   CURRENCY  : 


Central  or  State  Bank — continvsd. 
Functions — continued. 
not  Advocated — continued. 
Exchange    business,   MeBobeit.   3964,   4276-8, 

p.  548  ;  Smith,  p.  615. 
Management  of  gold  standard  reserve  and  gold 
coinage  business,  Abrahams  145,  p.  345 

Note  issue,  Nevmiarch,  1736-8  ;  McBohert,  3963. 

3970-7,  p.  547, 
Obligatory  issue  of  gold  for  rupees,  Abrahams 

p.  345 

Receipt  of  deposits  in  London,  Abrahams  p.  345 

Right  to  import  silver  for  coinage  free  of  duty 

and  to  share  in  profits,  Abrahams         -  p.  345 

Sale    of    Council    biUs,    Boss,     3692-3,    3794, 

3878-80 ;  McBobert,  4276-8. 

Unlimited  obligation  to  sell  bills  in  London  at 

fixed  rate  and  without  limit   of   amount  to 

support  exchange,  Abrahams        -         -  p.  345 

Discounting  of  hundis  by,  would  be  risky,  Toomey 

and  Fraser  2969 

Exchange  business,  impracticability,  and  objection 

to,  would  drive  existing  exchange  banks  ofE  the 

field,  Toomey  and  Fraser  2621-2,  2680-7 

General    banking     business    throughout     India, 

question  of,  Graham  4877 

Holding    of    Government    balances,    method    of 

business  and  suggestions,  Abrahams      p.  346-7 

Management  of  cuiTency,  impracticability,  Toomey 

and  Fraser     -  2621-2.  2628-31,  2688-9 

Management   of    paper   cuiTcncy,   suggestion    re 

method  of  business,  Abrahams  -  p.  347 

Note  issue : 

without  Change  in  form  of  note,  no  objections 
to,  McBobert        -  -  4133-6 

Circulation  would  decrease,  notes  would  be 
distrusted  even  if  Govenunent  guarantee 
continued.  Smith,  8759-64 ;  Sunda/ra  Iyer, 
8896,  8897,  9006-12,  8976-9,  8993-8. 
would  not  Command  same  confidence  as  previous 
Government  issue.  Smith  8588-90,  p.  617 

Government  would   be  more   efiicient  for    en- 
couraging, Toomey  amd  Fraser  2963-9 
Government  guarantee  would  have  to  remain  on 
notes,  Beid          -                                    7518-23 
Government    would    have    to    receive    ceitain 
remuneration.  Hunter-  6764 
People  might  not  favour,  and  facility  of  promot- 
ing quick  circulation  of  notes  would  be  less, 
McLeod                                                     -     7231 
Question     of,     McBobert,     4268-73;     Dunbar, 

7966-7. 
Would  not  be  better  managed  by,  Smith  8630-1 
Participation  in-  sale  of  bUls  and  transfers  on  India, 
suggestion  re  method  of  business,  Abrahams 

p.  347 

Government  audit,  suggestion.  Hunter       6717,  6736 

Government   balances,  weekly  statement  would  be 

issued,  Dwnbar  -  /     -  8066-9 

Government  control,  desirable,  and  qiiestion  as  to 

extent,  and  responsibility,  Graham,  4947 ;   Beid. 

7340-61,     7417-22,     7441-6,     7450-1,     7480-90, 

7524.^32,  7589-614  ;  Dwnbar,  7942-4,  8070-2. 

Government  participation  in  pi-ofits,  Abrahams  p.  350 

Government  representation  on,  suggested  but  not 

essential,  and  responsibility  would  be  largely  left 

with  Government.  Hunter  -       6322,  6503-5,  6521, 

6535-7,  6716-22,  6769-70 

Government  should  be  guided  largely  by  advice  of, 

as  to  when  necessary  to  coin  fresh  rupees,  Hunter 

6526 
Head  Office,  see  Central  Board  above. 
Histoiy  of  discussions  re,  Abrahams  -  p.  339-43 
Issue  of  debentm-es,  question  of,  Cole  •  3457-61 
Letter  from  Bengal  Government  re,  March  1900, 
Abrahams  -  -  p.  422-4 

Letter  from  Bombay  Government  to  Government  of 
India,  February  1900,  Abrahams  -         -  p.  417 

would  be  Little  sei-vice  to  cultivators,  Simda/i-a  Iyer 

9017-9 
Local  boabds  : 

Advocated,    Graham,    4881-2;      Beid,    7327-34; 

Dunbar,  7935. 
Constitution,    functions,   &c.,   Hunter,    6725-56; 
Beid,  7455-61,  7476. 


Central  or  State  Bank — continued. 

Local  boards — continued. 

Number,  question  of,  Beid  -  7477-9 

Local  boards  in  London,  Bombay  and  Madras  with 
head  office  and  central  board  in  Calcutta  advocated, 
Hunter       6503,  6519-21,  6568-70,  6683-98,  p.  595 

London  Branch  (Office)  : 

Advocated,    mmter,  6778-9,   6825;   Beid,   7337; 

Dunbar,  7927,  8115. 

Control  question,  Hunter    -  6796-8 

Lending  and  bon-owing  by,  suggestions,  &c.  re,  and 

question  as  to  interference  with  Exchange  banks. 

Hunter  -        6778-95 

Methods  of  business,  suggestions,  Abrahams 

p.  345-7 
Minute  by  Sir  E.  Law,  January  1901,  Abrahams 

p.  428-38 

Nature    of,  would   be   a   new   departure   absorbing 

Presidency  backs,  Graham  -  4880 

Nucleus  of,  in  Presidency  banks,  Cole  3456-7 

Objected  to,  Smith  8443 

Objections  to,  and  banking  monopolv  would  result, 

&c.,  Toomey  and  Frazer      ■      2621,  2623.  2679-89, 

2809-31,  2921,  p.  537-8 

Opinion  would  depend  on  scheme,  Howard      8265-8 

Opinions  of  Directors  of  Bank  of  England  re.  Cole 

3379-81 
as  Paying  proposition,  doubt  re,  Boss  3688-91, 

p.  545 

Permission     to    Presidency    Banks     to    borrow    in 

London  might  answer  purpose,  Howard       -  p.  581 

Position  : 

Different    from    that    of    State   Banks   in   other 
other  countries,  Le  Marchant  7756-61 

would  not  be  Stronger   for   meeting   crisis   than 

Presidency  banks,  McBobert  4131-2 

Power  to  borrow  in  London  advocated,  and  Exchange 

banks  not  likely  to  object  with  proper  safeguards, 

Hunter  ■  6523-4 

Provision  for  revision  or  termination  of  awangements 

with  Government  of    India  would  be    necessary, 

Abrahams  -  -  p.  350 

Purchasers   of   Council    bills   prefer    dealing    with 

Govei-nment     through     Bank     of     England,    Le 

Marchant  7715 

Question  of,  Newmarch,  1694-6  ;  Le  Marchant,  7667. 
Question  as   to   advantage   of,   in  case  of   banking 

crisis,  Toomey  and  Fraser  2872-912 

Question  of,  from  point  of  view  of  larger  sums  being 

placed  with  for  lending  purposes,  Toomey  2832-46 
Rates  of  interest  in  India  would  be  decreased,  Bunbar 

7932 
original  Reason  for,  to  assist  Government  in  support 

of  exchange  policy,  no  longer  of  importance,  Le 

Marchant  7781-9 

Reduction  of  expenditure  in  Government  of  India's 

Department  as  result  of,  question,  Hunter    6766-9 
Relations  with  India  Office,  scheme,  Abrahams, 

p.  347-8 
Relations  of  exchange  banks  with,  question  of,  Fraser 

2916-20 
to  Relieve  Government  of  responsibilities  as  regai-ds 

currency  and  banking  would  be  possible,  Bhupend/ra 

Nath  Mitra  .  4733 

Report     from     Accountant-General,     Bombay,     to 

Government      of      Bombay,     December       1899, 

Abrahamis  -  '  p.  419 

certain  Restrictions  would  be  necessary  to  prevent 

unfair  competition  with  exchange  banks,  Boss 

3683,  p.  544 
Risk     of     bank     becoming     another     Government 

Department,  Le  Marchant        -  7668,  7707 

Secretaiy  of  State  and  Government  of  India  would 

not    be    entirely   i-elieved    of    responsibility,    Le 

Marchant  -  7668,  7709-12 

State  would  have  no  real  control,  Snndara  Iyer 

8896-7 
some  Treasimes  would  still  have  to  be  maintained, 

Dunbar  --  7947-8 

Chambers  of  Commerce,  letters  from   Government  of 

India,  1895  and  1904,  re  proposed  in&rease  of  invested 

portion   of    paper   cui-rency   reserve,    and     replies. 

Newmarch     -      p.  258-9,  p.  261-7,  p.  270,  p.  277-83 
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Chartered  Bank  of  India,  Australia  and  China, 
con-espondence,  1904,  with  Government  of  India  re 
relaxing  restrictions  on  Presidency  Banks,  Abrahams 

p.  491-2,  p.  497-8 
ChecLues :  * 

not    an    Important     factor    in     Indian     cun-ency, 

Newma/rch  -  .  1770-1 

Increased  use  of,  Reid  -         .  p.  574 

Increased  use  anticipated,  McBobeH    4071-2,  p.  548 

Use  of,  might  be  extended.  Boss     -         ■  3675 

Use  of,  in  business,  particulars,  McBobert       4106-11 

Use  will  be  confined  to  Presidency  towns,  and  little 

fear  of  note  issue  being  curtailed  by,  Boss    3881-3 

China,  trade  with,  statistics,  Newmarch      1437,  p.  289, 

p.  291 
Coin,  total  holding  in  India,  40  crores  suggested,  Howard 

p.  589 

Coinage,  token,  greater  proportion  of  gold  currency  to, 

would  be  desirable,  Abrahams         -  -  881-2 


COLE,  Alfbed  Clayton 


3344-3376 


Bank  of  England,  relations  with  India  Office  friendly, 
apart  from  recent  incidents  -        3374,  3512-8 

Centbal  oe  State  Bank  : 

might  be  Advisable,  but  no   definite   knowledge 

possessed  as  to  practicability  -         3382-5,  3426 

possible  Difficulty  of  working  owing  to  area  3383, 

3426,3536-52 
Issue  of  debentures,  question  of  3457-61 

Nucleus  of,  in  Presidency  Banks  3456-7 

Opinions  of  directors  of  Bank  of  England  re 

3379-81 

Currency    business,    very    well     done     by     Indian 

Government  3384 

Deposits   with   London   banks,    security   should   be 

taken  -  3424-5 

Exchange : 

Business  very  well  done  by  Indian  Government 

3384 
Crisis,  India  should  be  prepared  to  carry  its  own 
burden  in  time  of   -  -         -    3406,  3416 

Gold  in  circulation  of  value  for  support  of 

3396-402,  3479-86 

Gold  Mint  : 

Amount   of   gold   in    circulation    would    not    be 

affected  by  -  -     3392 

would  Coin   local    gold   and   possibly   gold   from 

South  Africa,    gold  would  not  be   sent  from 

London   if   coinage   charge   exceeded    cost    of 

freight,  &c.,  of  coined  gold       -       3389-91,  3437 

special  Indian  coin  would  not  effect  question  of 

exchange  as  gold  taken  by  weight  3567-9 

not   Objected    to,    but    unnecessary    as   long   as 

sovereigns  used  -  1    3388 

Sovereigns  should  be  coined  if  mint  were  set  up 

3393,  3565-6 
Gold  Standabd  Resebvb  : 
Accounts,  wording  of  "  cash  ...  at  short  notice," 
objection  to    -  3412,3499-506 

Gold : 

Amount,  opinion  re,  and  five  millions  not 
considered  sufficient  3405-6,  3570-6 

Holding  of  resei-ve  only  in,  would  be  advan- 
tageous in  case  of  exchange  crisis,  but  in  that 
case  profit  on  investment  would  be  lost 

3519-35 

Portion  accumulated  for  support  of   exchange 

should  be  held  in  England,  not  India  3403-5, 

3431-5,  3554-8 
not  Taken  into  account  in  market  calculations  in 
London  3411-2 

Securities : 
not  Obiected  to,  with  sufficient  amount  of  gold 

3405-9 

Short-datpd    securities    preferred,    but    others 

should  not  be  definitely  excluded  3410 

not  as  Useful  as  gold  in  crisis  -  3413 

Indian  money  market,  no  direct  relations  between 

London  market  and,  but  indirect  relations       3347 

Lending  by  Government  in  England  : 

Advantages  and  disadvantages   -  3450-4 

below  Bank  rate         -         -  ^^laZl 

Indian  credit  not  damaged  by     -  -     3360 


COLE,  Alfbed  Clayton— comiimted. 

Lending  by  Govebnment  in  England — contimied. 

Interest,  too  low  sometimes  from  point  of  view  of 

maintaining  discount  rate  in  London        3348-9 

Objection  to  system,  control  of  Bank  of  England 

over  money  market  may  be  weakened  by,  and 

market  rate  lowered    3348-59,  3372-3,  3427-30, 

3463-78 
Securities : 

Colonial  secvu-ities,  inclusion  of,  considered  to 
be  against  interests  of  British  Government 

3365 
Difficulty  owing  to  large  amoimt  of  money  to  be 
lent    -         -         -  -        .     3423 

Other  than  those  registered  at  Bank  of  Eng- 
land, question  from   point  of  view  of  Bani, 

3507-9 
Taking  of  Indian  at  par  value  and  British  at 
market  value  considered  bad  business   3361-5 
Temporary  abstention  from,  might  help  rate 

3421-2 
Loans,  issue  by  Govebnment  in  England  : 

Credit  of  India  not  declined  relatively  to  that  of 

other  borrowers  3371 

Loans,  &c.,  too  much  under  Government  control, 

money  would  be  moi-e  readily  obtained  if  bigger 

facilities  given  for  private  entei-prise  in  India 

3552 
if  Money  required  on  large  scale,  loan  would  have 
to  be  issued  with  fixed  date  for  redemption 

3368-71,  3553 
Quotations  for,    kept    down    by   knowledge   that 
Government  wiU  continue  to  boiTOw  annually 

3368 
Notes : 

Increasing  circulation  of  -  3418 

Investment  of,  in  trade  bills,  or  advances  to  banks 

would  not   be   considered   in   the   case   of  the 

English  paper  currency  system  3438-40 

Papee  Cuebenoy  Bbsebye  : 

Advances  to  banks  for  short  terms,  proposal  not 
favoured  -  -         -  3445-9 

Inerease  of  fiduciary  issue  would  be  approved  if 
recognised  that  issue  should  be  reduced  if  note 
issue  decreases  as  it  might  if  cheques  largely 
introduced      -  3418-9,  3487-96 

SiLVEB,  PlTEOHASE  OP,  FOB  COINAGE  : 

Payment  with  gold  in  paper  currency  reserve 
instead  of  from  balances,  1912,  question  as  to 
effect  on  London  market  -  3559-64 

Question  as  to  possibility  of  buying  regularly 

3376-8 

Sovereigns,  loss  from  wear  and  tear  shoiild  fall  on 

India  -  -  -  3388 

Collection  of  revenue,  civil  sei-vice  and  famine  relief, 

and    insurance    expenditure,     1909-10    to    1913-4, 

Abrahams  -  •  -    p.  81 

Commercial   undertakings,   net    revenue,    1909-10   to 

1913-14,  Abrahams        -  -        -    p.  81 

Co-operative  Credit  System: 

Assistance  of  societies  by  Bank  of  Madras  and  Bank 

of  Bengal,  Hunter,  6588,  6926-7,  6974;  Bimbar, 

7965. 
Assistance  of  societies  by  joint  stock  banks.  Smith 

8854-6,  8873 
'•■  Co-operation    in    India,"    by    S.    H.    Premantle, 

Hamiltm  -         -  .  P-  530-6 

Encouragement  desirable,  and  suggestions,  Hamilton, 

2483-5,  p.  524-8 ;  Toomey  and  Fraser,  2621,  p.  537 ; 

McLeod,  7045-9,  7096-7,  p.  597 
Extension   of    system   and   Govei-nment   assistance 

desirable,  Sundara  Iyer  8900-2,  9014-6 

Growing,  McBobert  -  p.  548 

Money  might  be  attracted  out  of  hoards,  Fraser 

2974 
Need  for  men  to  develop  and  scheme,  Hamilton 

2484,  p.  525,  p.  528 
Tendency  to  attract  money  from  hoards,  McBobert, 

4082  ;  McLeod,  7047  ;  Beid,  p.  575. 

Council  BiUs  and  Telegraphic  Transfers: 

Advantage  of  system  (Bengal  Chamber  of  Commerce), 
McLeod  ■         ■  -       P-  603-4 

Amounts  drawn  on  India  from  1862-3  to  1912-3 
with  average  rate  of  exchange,  Newma/rch  -  p.  227 
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ROYAL   COMMISSION    ON   INDIAN    FINANCE   AND   CURRENCY: 


Coiuicil  Bills  and  Telegraphic  Transfers — continued. 
on  Account   of   gold   reserve   standard,  practice  re 
crediting  amount  to  reserve,  Abrahams       -  898-9, 

935-9 
Amounts  paid  for,  in  first  and  second  haH  of  each 
financial  year,  1894-5  to  1912-3,  Newmarch 

p.  233 

Basing   of    budget   estimate   on   forecast   of    what 

Secretary  of  State  can  sell  and  Government  can 

meet,  and  limitation  of  sales  to  amount  of  estimate, 

question  of,  and  effect,  Abrahams        -         p.  23-4 

Date    of    commencement    and    history   of    system, 

Newmarch  -         -  1330,  p.  217 

Definition  of  council  bills,  Webb  5611-20,  p.  569 

Demand  fob  : 

Causes  of  a  decrease  in,  Abrahams,  289-92 ;  New- 
march,  p.  218. 
Dependent  on  activity  of  trade,  and  would  decrease 
in  case  of  no  surplus  of  revenue  over  expenditui'e, 
Newmarch       -  -  1446-7 

Disbursements,  1907-8  to  1913-4,  ^ftrafeams  p.  67-73 

Di-awn  through  currency,  amount  of  currency  gold 
held  at  home  has  not  been  excessive  from  point  of 
view  of  Secretary  of  State's  requirements, 
Newmarch  -  1606-12 

Effect  of,  to  restore  to  circulation  cmrency  abstracted. 
Boss  -  ...  3721-4 

Extension  of  system  to  Delhi  and  Karachi  advocated, 
Webb  -  p.  557,  p.  569 

Fixing  budget  estimate  of,  at  amount  of  home 
charges  and  actual  sales  at  amount  of  estimate, 
impossibility,  Abrahams      -  -  p.  22-3 

Gold  point  kept  in  touch  with,  Newmarch    1494-500 

Management  of,  by  Central  Bank,  see  under  Functions 
under  Central  or  State  Bank. 

Manipulation  of  Presidency  Bank  balances  with  view 
of  forcing  demand  for,  denial  of  -  p.  41,  p.  47 

Market  rate  for,  not  undercut  by  Secretary  of  State, 
Toomey  -  2826-7 

Meeting  of,  by  withdrawal  of  napees  from  gold 
standai'd  resei-ve,  correspondence  between  Govern- 
ment of  India  and  Secretaiy  of  State,  1912-3, 
Abrahams  -  p.  204,*  p.  206 

Methods  of  meeting,  Abrahartis  95,  580 

Object  oi'  : 

to  Provide  funds  for  Secretary  of  State's  require- 
ments now  of  secondary  importance,  Hunter 

6314,  p.  591 
to  Settle  balance  of  trade  and  reduce  movement 
of  gold  coin  from  Europe  to  India,  Hunter 

6314-5,  6819-24,  6826-40,  6872-8,  p.  591 

against    Paper    currency    reserve,    no     fixed    rate, 

Abrahams  -  471-3 

Payment  for  purchase  of  silver  by,  see  under  Silver. 

Policy  not  adopted  in  interests  of  City  of  London 

instead  of  those  of  India,  Newmarch    1395,  p.  223 

Policy  different  from  that  in  any  other  country,  as 

conditions  different,  Newmarch  ■         -        1428-30 

PorJ;ion  of  debt  to  India  covered  by,  dischai-ged  by 

slupment  of  sovereigns,  Newmarch      -        p.  218-9 

Price  : 

Fixed  rate  of  Is.  id. : 

should  be  Absolute  minimum,  Hunter      6332-7, 
Advocated,  Hamilton  -  2411-3,  2477,  2538 

6589-610,  6883-9 
not  Advocated,  Howard  8269-72,  8325-32 

Objection  to,  Le  Marchant      -  7720-4 

Is.  4cZ.  only,  or  not  below  rate  at  which  rapees 
can  be  procured  from  other  sources,  objection, 
Boss  -  -  3780-2,  p.  544 

below  Is.  4(i. . 

Desirable  sometimes,  Toomey  and  Fraser      2958 
Justification,     Abrahams,     480-6 ;     Newmarch, 

1415. 
1909-10,  Newmarch  -  1415-6 

Objected  to,  Webb  ■  5133,  5909-11 

Policy  re,  Newmarch  1331-6 

Eeply  to  criticism,  Howard  8273-2 

below  or  above  Is.  4id.,  according  to '  supply  and 
demand,  approved,  Le  Marchant  7716-24 

over  Is.  4(Z.,  profit  should  be  put  into  special 
reserve  fund  of  sovereigns,  and  when  rate  less 
than  Is.  Aid.,  fund  should  be  drawn  from, 
McBobert       ■  4000-3,  p.  548 


Council  Bills  and  Telegraphic  Transfers— contmMeii. 
Peice — continued. 

Is.  Hd. '. 

Gold  not   kept   from   circulation   in   India  by, 
Howard P-  585 

1898-9,  criticism,  Webb  5939-42,  p.  555-6 

should  be  Minimum,  Webb       5261-74,  p.  555-6 
Tends    to    keep    gold    from    going   to    India, 

McBobert,  p.  548 ;  Smith,  p.  616. 
Undertaking  to  sell  without  limit  of  amount  at, 
Abrahams  -  474-5 

Is.  4|d.,  1900,  objected  to  by  Government  of 
India,  Newmarch  1376,  p.  221-2 

Is.  4,d.  (bills)  and  Is.  A-^-^d.  (transfers),  when  impos- 
sible sterling  bills  should  be  sold  in  India  on 
London  at  Is.  3i|d.  instead,  Hunter    -  6338-47, 
6546-58,  6589-610,  p.  591 
of  Bills  and  transfers,  comparison,  Newmarch 

p.  217 
Limitation,  Abrahams  113,  115,  485,  p.  1] 

Lower  rates  might  be  obtained  if  system  of  lending 
in  India  for  purposes  of  trade  were  introduced, 
Barrow  -         -         -  -  3048-50,  3266 

Minimum,  Newmarch  -  1341,  1449,  p.  217 

Offer  to  sell  transfers  at  Is.  4^d.,  1898,  and  sub- 
sequent withdrawal,  1900,  Newmarch  -  1369-70, 

p.  221-2 

Offer  to  sell  freely  at  Is.  Hd.  (bills)  and  Is.  43^,5^^. 

(transfers),  1904,  Newmarch  - 1448,  p.  2"'22 

Question  as  to  connection  with  rate  of  exchange, 

Toomey  and  Fraser         -•  2628-47 

'below   inward   Specie    point,   additions   to   silver 

cun-ency  by,  procedure  approved,  Howard 

8361-5 
above  and  below  Specie  point,  effect  on  trade,  Webb 

5593-602 
below  Specie  point  : 

Against  new  coinage,  objection  to,  Boss       3616, 

3783-93 

Considerations  affecting,  Newmarch         -     1341 

Objection  to,  Webb  -  -  5555,  p,  564 

Reply  to  criticism  and  explanation  of  advantages 

of  system,  Newmarch  -  I50I-3,  p.  219 

Uniform   price   of   a   shade    below  •  import  point 

(Is.  4Jji.)  advocated,  Webb  -   5118-59,  5175-87, 

5483-544,  5623-6,  5603-4,  5683-9, 

5943-69,  p.  569 

Public  satisfied  with  present  system,  Abrahams     233 

Purchase   by   Government   of    India   against    gold 

standard    reserve,   question   of,   Bhupendra  Nath 

Mitra  -         -  4860-6 

Purchase    of    sovereigns    in    transit    from 

Egypt  and  Australia  against  transfers: 

Conditions,  Newmarch  -         -       p.  230-1 

Particulars  re,  Newmarch  1348-9,  p.  218, 

p.  219 
Periods  during  which  offer  in  force,  Newmarch 

1635-7 
Terms  largely  taken  advantage  of,  Newma/rch 

1434-5 
Withdrawal  of  offer  in  August,  1910,  Newmarch 

1436-42 

Purposes  of  system,  Abrahams        -         -         -  464-7 

Receipts,  1907-8  to  1913-4,  Abrahams  -       p.  67-73 

Request  by  exchange  banks  for  issue  of  telegraphic 

transfers,  1907,  refusal,  telegi-ams  between  Viceroy 

and  Secretary  of  State,  Abrahams  -  p.  16 

Sale: 

on  Abolition  or  restriction  to  actual  requirements 
of  India  Office,  amount  of  gold  shifted  to  India 
would  increase  on  subsequent  remittance  home, 
Hwnter  -         .         .  .        6324-31 

Advantage  of  sale  of  transfers  to  relieve  money 
stringency,  Newmarch     -  1510-24 

on  Any  day  of  the  week  should  be  possible  with 
properly  constituted  reserve,  Boss      3637,  3699, 

p.  547 

Allocation  over  year  according  to  what  might  be 
convenient  for  Government  and  public  desirable, 
Graham-        -  ...  4896-7 

Balances  released  by,  for  benefit  of  public  and 
internal  trade  reached  through  banks,  Beid 

7286-90 
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Council  Bills  and  Telegraphic  Transfers — continued. 
Sale — continued. 

Bills    and    transfers    sold    and    net    imports   of 
sovereigns  on  private  account  for  each  month 
1911-2  and  lfl2-3,  Newmareh        -         -  p.  238 
Bills  drawn  against  Treasury  and  against  currency- 
reserve,   allocation  at  time  of   sale,  difficulty, 

Newmareh 1473-7 

Cessation  when  requirements  of  Secretary  of  State 
met,  injurious  effect  on  trade,  Newmareh 

p.  219-20 

Comparative  table  showing,  for  period  October  to 

March  inclusive,  1911-2  and  1912-3,  Newmareh 

1370,  p.  237 

Comparison    of    budget    estimates    with    actual 

drawings,    and    average    rates     of    exchange, 

Abrahams,  p.  20,  p.  28  ;  Newmareh,  p.  232. 

Comparison  of,  1909-10  to  1912-3,  and  estimated 

sales  for  1913-4  with  sales  if  regulated  by  any 

alternative  methods,  Abrahams        •        -    p.  15 

Criticism  of  system,  Webb        -  5457-82,  5545-50, 

p.  554-7 
Date  of  commencement  of  practice,  Abrahams 

110 

Differences  between  estimates  and  working  results, 

Newmareh      ...         -         -        1478-80 

possible  Effect  on,  of  loans  to  Presidency  Banks, 

Bhwpendra  Naih  Mitra   -        -    4341-6,4376-7, 

4568-78 

Effect  on   amount   of   money  available  in  India, 

Hunter  -  -        -    6387,  6676-9,  6964-6 

Effect  on  exchange,  Webb  •-         5641-7 

Effect  of  fall  in  exchange  on,  Newmareh    p.  224-5 

Effect  on  import  of  gold  into  India,  Abrahams, 

177-8,  p.  21;  JVewmarc/i,  1459, 1591-6  ;  Toomey, 

2582-3. 

1893-8,  mismanagement  of,  Webb     5903-8,  p.  555 

Estimate,  no  earmarking  in   advance  for  capital 

payments  in  England,  Bhupend/ra  Nath  Mitra 

4554-6 
Estimated,   1909-10    to  1913-14,  and  estimated 
home  charges,  Abrahams  -         -         -    p.  23 

in  Excess  of  requirements : 

Advantages,     Abrahams,     468-70;      Hamilton, 

2546-52,  p.  521-2  ;  Newmareh,  1356-8, 1525- 

43,  1565-87,  p.  223  ;  Howard,  p.  580  ;  Smith, 

8805-11. 

not  Advocated,  Graham  -         -         -  4912-5 

Amount    of    capital    available    in    India    not 

reduced  by,  Newmareh  -     1355 

Approved  and  not  antagonistic  to  interests  of 

India  (Bengal  Chamber  of  Commerce),  McLeod 

p.  603 

Cases  of,  since  1863-4,  Newmareh  -  1 331 

Continuance  advocated,  McLeod     -         -  p.  597 

Convenience    of    trade    and    inconvenience    of 

accumulation  of  sovereigns  in  paper  cun-ency 

reserve  in  India,  the  reasons  for,  Newmareh 

1504-9 

little  Criticised,  Newma/rch      -  -  P-  223 

should  Depend  chiefly  on  nature  of  trade  demand 
for  currency,  Boss  -         ■         ■  P-  S4* 

Distinction  between  demands  for  revenue  and 
for  capital  purposes,  Newmareh  1333-5 

Interference  of  system  with  foreign  exchanges, 
Webb  -         -         -  -    5639-40,  p.  557 

Justification,  Newmareh  -         -  1367-8,  p.  220-1 
not  Obiected  to,  to  extent  of  full  trade  demand, 
McLeod       -  ■         ■     7179-85,  p.  598 

Objections  to,  Webb      5100-15,  5155-9,  5302-4 
*•  5457-8,  5653-9,  p.  556 

below  Is.  4d.,  see  under  Price  above. 
Practice  of,  and  benefit  to  Government  and  trade 
from,  Bhupend/ra  Nath  Mitra  -     452b 

Free,  advantages  of,  and  continuance  advocated 
Abrahams        -         -         ■         -         ■  P- 12,  P- 18 
Free  and  up  to  total  demands  of  trade  approved 
as 'far  as  balances  in  India  permit,  but  o^jef jo^ 
to  selling  more,  Boss        -         -     3586-7,  3bX&-b 
Free  sale,  question  of  amount  of  captal  m  India 
being  restricted  by,  Newmareh     1395-b,ibid-/i 
Government  should  sell  as   many  as  trade  will 
take,  Hamilton  -         -         p.  518,  p.  5^b 

Holding  back  of,  in  1894  for  «f  tain  rates,  notifi- 
cation issued  after,  and  result,  Webb       5b05-10 


Council  Bills  and  Telegraphic  Transfers — continued. 
Sale — continued. 

Intel-mediate  or  special : 

Demand  on  following  Wednesday  not  considered 
to  be  affected  by,  Newmareh         ■         -     1345 
Price,  Newmareh     -        -         1342,  1344,  p.  218 
System  and  advantages  of,  Newmareh      1342-3 
Invitation  of  tenders  on  Wednesdays  and  allot- 
ment system,  Newmareh  -         p.  2178 
Issue  of  paper  currency  notes  against  gold  held  in 
paper  currency  reserve  in  London,  system  and 
advantages,  Newmwrch  -     1349-52,  1374,  p.  221 
without  Limit  when  rate   at   maximum,   but   no 
obligation  before,  Newmareh  -         -        -     1343 
Limitation  of  amount  that  can  be  issued  by  Secre- 
tary  of    State,   and   steps    taken    to    increase 
amount,  Abrahams                    -         -         -    p.  55 
at  Low  rate,  1909-10,  question  of  competition 
with  gold,  Abrahams        ....  921-9 
Maximum  indicated  by  Government  of  India,  up 
to  which  Secretary  of  State  acts  on  own  initia- 
tive, Bhwpend/ra  Nath  Mitra    -  4339-40,  4552-8 
to  Meet  home  charges  and   sales  connected  with 
currency,      shown      separately     in      accounts, 
Newma/reh    .....  1469-73 
Meeting  of,  from  Gold  standard  reserve,  1907-9, 
Newmareh      -                  -         -         -         -  p.  224 
Method,  Abrahams            -               488-98,  p.  11-5 
not  a  Necessary  factor  of  British  Indian  trade, 
Webb              -                 -        -         -         -  p.  564 
Oftener  than  once  a  week  suggested,  MeBobert 

3997-9,  4225 
Policy,  Abrahams    169-70,  264-71,  331-46,  486-7, 

537-41, 1005-7 
Price,  see  that  title  above. 
Published  notice  regarding,  1909,  Newmareh 

p.  228-9 
Reduction  of,  and  substitution  of  remittances  by 
shipment  of  gold,  cost  of,  Abrahams       p.  26-30 
Regulation  : 

Alternative  methods,  and  effect  of,  Abrahams 

p.  15-8,  p.  22-5 

Difficulty,  Abrahams  ■  p.  55-6 

not  to  Interfere  unduly  with  flow  of  gold  to  India, 

Abrahams  ...  114-7 

Methods,  and  considerations,  Newmareh  ■    1392, 

p.  218,  p.  222-3 

Policy  advocated,  Webh  ■         -     -  P-  556-7 

Policy,   correspondence    between    Secretary  of 

State     and     Government     of     India,     1912, 

Abrahams  ■        p.  199,  p.  201 

to  Prevent  closing  balance  of  India  Office  from 

exceeding  4,000,0002.,  question  of,  and  effect, 

Abrahams  -  P-  24-5 

Proposal  of  Government  of  India  and  reply  by 

Secretary  of  State.  1909-10,  Abrahams  p.  185, 

p.  187 
to  Replenish  Rold  standard  reserve,  Abrahams 

^  ■  476-9 

Restriction : 

to  Amount  of  home  charges,  question  of,  and 
effect,  Abrahams  •         •         -  p.  23 

to  Amount  budgeted  for,  objection,  Newma/reh 

p.  219 

to  Amount  required  to  meet  home  charges  and 

purchase  of  silver  for  additions  to  token  coinage 

advocated,  Webb       -     5201-3,  5649-62,  5586, 

p.  569 
Disadvantages  anticipated,  Abrahams      179-80, 

p.  12-3,  p.  18, 
during  First  half  of  financial  year  and  free  sale 
during  rest,  at  higher  rate,  question  of  and 
difficulties,  Newmareh  -  1481-91,  p.  218-9 
when  Sum  equivalent  to  home  charges  realised, 
no  more  bills  should  be  sold  until  proportion 
of  sovereigns  in  ciuTency  exceeded  public 
requii-ements,  Webb.-  5160-73, p.  556 

Telegram  from  Viceroy  to  Secretary  of  State, 
22nd  Januaiy  1913,  Abrahams  p.  66 

Secretary  of  State  must  sell  from  April  to  Decem- 
ber to  provide  for  requirements,  and  consequent 
impossibility  of  sticking  out  for  Is.  4d. ,  Bhiipendra 
Nath  Mitra  ■  4603-13 

asainst  Silver  coinage  by  auction,  question  of, 
Boss       ■         r        -  -         -  3784-8 
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ROYAL   COMMISSION    ON    INDIAN    FINANCE    AND   ODERENOY  : 


Council  Bills  and  Telegraphic  Transfers — continued. 
Sale — continued. 

Statistics,   January,  February,  and  March,   1913 
and  1912,  Abrahams  282-8 

Stoppage  of,  at  present  moment  (July  1913)  advo- 
cated, Hwnter  -         -         -  6883-4 
Subsequent  submission  of  account  of,  to  Finance 
Committee,    Council    and    Secretary   of   State, 
Nevymarch       -                                  1346-7,  p.  218 
of  Telegraphic  Transfers,  1906  and  1907  : 

Correspondence  between  Grovemment  of  India 

and  Secretary  of  State  re  method  of  meeting, 

Abrahams  -         -  p.  151 

Loan  from  Indian   Branch  of  Gold    Standard 

Reserve   to   meet,   see   under  Gold  Standard 

Reserve. 

Telegrams    between    Secretary    of    State    and 

Yiceroy,  Abrahams  842-3,  p.  146-51,  p.  165-8 

Total  capital  gain  to  India  by,  and  loss  that  would 

result  in  absence  of  system,  Hamilton         p.  522 

against  Treasury  balances  justified  in  every  case 

during   last  three  or  four  years  by  Government 

interests,  Neivmarch  -  1597-605 

unlimited,   how  provision    should   be    made   for, 

Kumter  -         -  6348-52,  p.  592 

to   Unlimited   extent   at  rate   imder   gold  point, 

desii-able  at  present.  Hunter     6975-82,  p.  591-2 

Vai'iations  from  estimates,  Abrahams  p.  12 

Section  of  trade  benefitting  by  system,  Abrahams 

530-2 
continual  Support  of  exchange,  at  Is.  3||ci.  by  Secre- 
tary of  State,  doubt  as  to,  Reid  -  7501-8 
Suspicion  in  India  that  maintenance  of  exchange  is 
at.  times  subordinated  ro  other  interests,  Reid 

7373-80,  p.  573 

System   approved,     Hamilton,    2280 ;    Toomey  and 

Fras&r,   2566,    2659-67,  p.  536;     Boss,    p.    648; 

Smith,  p.  615. 

Transfer  of   proceeds  into  paper  currency  reserve, 

system,  Abrahams  994-8 

against  Treasury  balances  and  against  paper  currency 

reserve,  distinction,  no  necessity  seen  for,  Abrahams 

999-1000 

Use  of,  some  loss  incuiTed  by  alternative  shipments 

of  gold,  Abrahams  -  929-2 

Weekly  auctions  in  London,  approved  while  mints 

were  open  to  free  coinage  of  silver,  b'ut  difference 

now,  Webb  -         -      5409-15,  p.  555 

Working  of  system  since  1872-3,  Newmarch  •  p.  224 

CoTincil  Bills  on  London: 

at  Is.  3i|d.,  scheme.  Hunter  -         6338^7,  6546-58, 

6589-90,  p.  591 
Purchase  by  Secretary  of  State  at  Is.  3ff(i.,  exchange 
profit  made  on,  Abrahams  -         -         -  1085-8 

Sale  at  Is.  3f|d  ; 

without  Limit,  formal  notification  offering,  would 

be  advantageous,  JReid     -  7501-8,  7569 

Proposal  not  approved,  Le  Marchant  7718-9 

Statistics,  1908,  Abrahams      -  -         ■  V-  1^3 

Currency : 

see  also  Gold,  Rupees,  Silver,  and  Sovereigns. 
Biisiness  very  well  done  by  Indian  Government,  Cole 

3384 
Chests  : 

Holding  of,    by   branches   of  Presidency    Banks, 

system,  Hwnter  -         -        6644-55 

None,  at  sub-treasuries  as  a  rale,  Bhiipendra  Nath 

Mitra     -  ...  4725 

Object  of,  Bhwpendra  Nath  Mitra  4832-3 

at  all  Surplus  treasuries  and  most  deficit  treasvu-ies, 

Bhupendra  Nath  Mitra  -  4724 

Taken    over    usually  by   branches   of    Bank    of 

Bengal,  but  not  by  Bank  of  Bombay,  Bhwpend/ra 

Nath  Mitra  -         -  -        4726-31 

Transfers  between  branches  of  Presidency  Banks, 

and  system,  Bhwpend/ra  Nath  Mitra         4732-40 

Commission,    considered    advisable   by  Bengal   and 

Kai-achi  Chambers  of  Commerce  in  1907      p.  174, 

p.  175 

CONTEOL    OF  : 

by  Central  or  State  Bank,  see  under  Central  or 

State  Bank. 
Should   be    in    money    markets   and  commercial 

centres,  Beid  -  -7307-13,  p.  572 


Currency — continued. 

Duty  of  Government  to  give  people  kind  of  currency 

desired,  Abrahams  -         -  1035-7 

Encouragement  by  Government  of  different  forms  of, 

question  of,  Abrahams  -  1196-200 

Extended   use  of  other  forms  than  silver  (such  as 

gold,  notes,  and  cheques)  possible,  McLeod 

7149-52 

Government   should   aim  at   being   in    position    to 

supply  form  in  demand,  Howard         -  8205,  p.  584 

Impoi-t  would  be  unnecessary  if  funds  not  locked  up 

by  Government,  Dunbar     -         -         ■  8107-8 

Increase,  by  coining  of  additional  rupees  woiild  be 

preferred  under  present  circumstances  to  putting 

additional  sovereigns  in  circulation,  Le  Marchant 

7820 
Increase,  methods,  Newmarch,  1763-6, 1772 ;  Howard, 

8366-81. 

Interests    of  India  the   predominant   consideration, 

Abrahams  -  •  1007 

Managed   as  far   as   possible    on   automatic    lines, 

Abrahams-  -  -575,912-20 

Management     of,    by     Central     Bank,    see    v/nder 

Functions  under  Central  or  State  Bank. 
Offices,  people  prefer  to  deal  with  bank,  Dwnbwr 

7906-7 
Principle  of   giving   the   public    what    they   desire 
believed  to  be  acted  on,  Howard  -     8221 

Standard  nominally  a  gold  one  and  currency  con- 
ducted largely  on  lines  of  exchange  standard, 
Howard        -  6345-50,  p-  586 

Statistics  showing  extent  of  use  of  different  forms 
of,  in  various  branches  of  the  National  Bank  of 
India,  Toomey  -  2760-82,  2993-7 

Success  of.  Boss       -         -  3617-23,  p.  543-4 

Theory  of  evolution  of  different  forms  of,  Webb 

5860-79 

Ourzon,  Lord,  minute  re  Gold  Exchange  Fund,  1900, 

Abrahams  .         .     p.  121-2 

Dawkins,  Sir  Clinton: 

Quoted  re  loans  from  paper  currency  reserve,  Howard 

p.  590 

Speech  re  relaxing   of    restrictions   on   Presidency 

Banks,  1899,  Abrahams  p.  358-61 

Debt: 

see  also  Loans,  issue  of,  by  Government. 
Amount  of,  Webb  -  -  5395-401 

Annual  rates  of  charge  made  by  Banks  of  England 
and  Ireland  for  issue  and  management  oi,  Badoch 

p.  331 

DrSCHABGE   OF: 

Disbursements  on,  1907-8  to  1913-4,  Abrahams 

p.  67-73 

Explanation  of  policy  re,  Abrahams    •      27-8,  124 

Expenditure    on    debt    services,    1909-10   to   1913, 

Abrahams  -         .         .  -     p.  81 

Management  by  Central  Bank  advocated,  Dwnbar 

8115. 
Temporary  : 

Holding  of  balances  to  meet  maturing  obligations, 
Abrahams        -  -  .76,  p.  66-6 

Matuiing  obligations,  1911-12  to  1918-19      p.  65 
Reduction  of  expenditiu-e  on  discharge  of,  antici- 
pated disadvantages,  Abrahams        -  p.  17-8 
Unfunded : 

Explanation,  Abrahams       -         -  .     17-8 

Receipts,  1907-8  to  1913-14,  Abrahams    p.  67-73 


Deposits  and  Advances: 

Explanation,  Abrahams 

Receipts,  1907-8  to  1913-4,  Abrahams 


20-1 
p.  67-73 


Deposits  with  Banks  in  England: 

Banks  represented  on  Council  not  in  better  position 
to  obtain  deposits,  but  their  class  of  business 
better  known,  Badoch  -        .  2011-2 

Interest  realised  from,  gross  and  net  amounts  of, 
and  broker's  commission,  1893-4  to  1912-3,  Badock 

T       ,  P-  318 

List  of  banks  and  amounts  deposited,  1912,  Webb 

p.  662 
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Deposits  with  Banks  in  England— c 
Making  of,  by  India  Office,  on  some  such  principle  as 
the  sale  of  Council  bills,  suggestion,  Smith   p.  617 
Method  of  selectm^anks,  Badoch  1906-8 

Names  of  banks,  B^ocfc        -         -         .        1967-71 
not  Objected  to,  and  continuance  advocated,  MoLeod, 
p.  597  ;  (Bengal  Chamber  of  Commerce) 

p.  604,  607 
Particulars  re,  Abrahams,  52,  p.  8  ;  Badoch,  p.  312. 
Principle  objected  to,  Wehb  5058-60,  p.  552 

Procedure  re  placing,  Scott     -         -         -        2201-74 
Range  of  competition  might  be  widened.  Smith 

8591-2,  p.  617 
Reply  to  criticism,  Hamilton  -  p.  518 

no   Security   received,    and   explanation,  Abrahams, 

130,  197-201;  Badoch,  1938-45,  1972-3. 

without  Security,  approved,  and  equally  good  terms 

would    not    have    been    obtained    otherwise,    Le 

Marchant   ■  -  -         -        7839-46 

Security  should  be  taken.  Cole  3424-5 

Statement    showing   transactions   for   each   day   in 

1912-13,  Badoch  -  319-27 

a  Temporary  expedient,  Badoch         1909-11,  1944-5 

Two  members  of  Council  connected  with  banks,  and 

possibility  of  hostile  criticism  was  fully  considered, 

Badoch       -  -        -        1946-50 

Dickson,  George,  minute  re  proposed  amalgamation  of 

Presidency  Banks,  Abrahams  -         -      p.  369-75 

Disbursements,  proportion  made  in  England,  and  met 

from  proceeds  of  loans  raised  in  England,  Abrahams 

p.  11 

Duke,  Sir  William,  Speech  of,  5th  March  1913,  quoted, 

Hamilton  .         .  -  p:  519-20 

DUNBAR,  L.  G.,  Secretary  and  Treasiii-er,  Bank  of 

Bengal  7854-8121,  p.  596 

Balances,  policy  approved      -         -         -  7856-7 

Bank  bate  in  India: 

9  per  cent,  only  in  1906  and  1908  for  a  few  weeks 

7874 
Number  of  boiTowers,  broadly  speaking,  dependent 
on  trade  not  on  7992-8,  9003-4 

Banking,    tendency   towards   concentration   in  sea- 
ports -  >         .         ,    7949,  8053 

Bengai,  Bank  op  : 

Assistance  of  co-operative  societies     -  7965 

Branches,  no  difficulty  in  dealing  with  people  of 

different  interests  over  wide  areas,  &c.      7952-4 

Deposits  : 

More  money  obtained  than  can  be  used  8087-91, 

8111-2 

Rate  of  interest,  and  reduction  as   too   much 

obtained      -  -         -  7950-1,  7984-90 

Discounting  of  bills  at  branches  8050-1 

Issue  of  Government  paper  by    -  7966-7 

Central  oe  State  Bank  : 
Advantages  to  be  derived  7945-6,  8027-32, 

8113-6 
Amalgamation  of  Presidency  Banks,  advocated 

7960,  8117,  p.  596 
Area,  no  diificulty  anticipated     -         ■  7952-5 

Attitude  of  Bank  of  Bengal  re  8023-5,  8062 

Bank  of  Bengal  prepared  to  formulate  scheme 

p.  596 

Capital,    5   million   pounds,   paid    up,    should   be 

maximum       -         -  -       7930-1,  p.  596 

Central  Board : 
no  Difficulty  anticipated  re  directors       8039-49 
Location,  Calcutta,  a  sine  qua  non  7936^1, 

7959,  8054-60 
no  Enthusiasm  about,  in  India  -         ■     8026 

Functions : 
Advocated : 

Bankers  to  Government,  and  all  Government 

balances  should  be  handed  over  to      -  7925, 

7932-3,  7961-2,  8115 

Management  of  note  issue  -  7926,8115 

Management  of  public  debt         -         -     8115 

Purchase  of  sterling  bills  to  certain  extent 

'but  not  general  exchange  business    7928-9 

Issue  of  Government  paper,  question  of   7966-7 

Government   should   be- strongly  represented   on 

board  of  directors  -         -         -         7934,  7968-9 


DUNBAR,  L.  G. — continued. 

Central  or  State  Bank — continued. 

Government  balances,  weekly  statement  would  be 

issued  -         -  8066-9 

Government  control  and  responsibility,  question 

as  to  extent  ■         -      7942-4, 8070-2 

some  Government  Treasuries  would  still  have  to 

be  maintained         -         .         .        .  7947-8 

Local  hoards,  neoessaiT-  7935 

London  office  should  be  established        7927,  8115 

Notes  could  be  better  pushed  by,  than  by  Govei-n- 

ment  -  -  8006-8 

Rates  of  Interest  in  India  would  be  decreased  7932 

Currency,  import  would  be  unnecessary  if  funds  not 

locked  up  by  Government  -         -  8107-8 

Currency  Offices,  people  prefer  to  deal  with  bank 

7906-7 

Exchange,  gold  in  circulation  and  hoards  would  not 

support,  in  time  of  crisis    -         -  7920-1 

Exchange  Banks : 

Business  of  -         -  8094-3 

Engaging  in  local  business  -  7957-8 

Head  offices  should  be  in  India  -         -  8104-6 

Gold,  large  amoimt  not  in  circulation,  but  in  form  of 
ornaments  -  7896-7 

Gold  ctirrbnct  : 

no  Demand  for,  known       ^        -        -  7917 

Encom-agement  by  Government  at  Lahore,  Agra 

and  Delhi  -  7908-16,  8019-22 

not    Required    and    considered    a    wasteful   and 

expensive  luxury     -         -         -         7895,  7918-9 

Gold  Standard  Reserve  : 
Form : 

Gold,  about  5  millions  advocated  7878-86,  7891 

Securities,  desirable,  so  as  not  to  have  money 

lying  idle  7887-96 

Location,  in  London,  advocated  -         -  7876 

Subsidiary  branch  in  India  (silver),  no  objection  to 

7892-4 
Lending  by  Government  in  India  ; 
to  Approved  banks  : 

Advocated  7861-4 

Security,  suggestion      7865-6,  7869-71,  7970-4 

Distribution,  question         -         -         -  8080-2 

at  4  per  cent,  advocated,  and  Bank  rate  would 

never  rise  above  6  per  cent.  7867-8,  7871, 

7984-6,  7999-8002,  8005,  8083-6 

1   per   cent,   below  bank   rate.   Bank  of  Bengal 

would  refuse,  as  unremunerative      7872-3,  8016 

Loans,  issue  of,  in  India,  issue  of  local    Treasury 

bills  would  be  possible  -  7963-4 

Notes  : 

no  Currency  office  at  Dacca,  and  notes  consequently 

little  used  in  Eastern  Bengal  -  8009-15 

Encashment,  difficulty  ■  -     7900 

Encoui'agement  by  Government  advocated      7918 
Government   could   encourage,  by  opening  more 

offices  -  -        -        7905,  8012-4 

Increased  use  desired,  and  steps  taken  by  Bank  of 

Bengal  to  encourage        -  7903—4 

Increased  use  of,  and  reason       -         -  7901-2. 

Presidency  Banks: 

Access  to  London  market,  unnecessary     8109-10, 

8121 
Borrowing,  no  resort  outside  India,  according  to 
strict  letter  of  charter,  but  possible    8094,  8103 
Government  work,  expense  of,  and  loss  on  7922-4 
Loans  by,  nature  of  securities     -  7973-8 

Paper  cun-ency  and  balances   could   perhaps   be 
made  over  to,  separately,  but  would  be  difficult 

8118-20 
Relations  between,  friendly         -  -     8117 

Reserve  Treasuries: 

Amount  in,  should  be  made  available  for  loans  to 
Presidency  banks  or  selected  bankers      -     7861 
Sums  in,  considered  in  India  to  be  unduly  large 

7858-60 
Sovereigns,  buyer  of  grain  prefers,  but  seller  prefers 
"  iTipees  -  -         -  7898-9 

Treasuries,  up  covuitry,  economically  worked  7979-83 
Egypt,  purchase  of  sovereigns  in  transit  from,  against 
transfers,  see  under  Council  Bills  and  Telegraphic 
Transfers. 
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llOTAL  OOMMISSION   ON   rNDIAN   FINANCE   AND   CORRENCy  ; 


Exchange : 

not  Affected  actually  by  amount  of  silver  token  coin 
in  circulation,  Abrahams  1274-7 

Business  : 

by  Central  Bank,  see  under  Functions  under 
Central  or  State  Bank. 

very  Well  done  by  Indian  Government,  Cole  3384 
Continuous    support   o£,    by    Government  at    fixed 

point  of  Is.  4d.  desired,  Hunter  -        6338-43 

Ceisis  : 

Free   issue    of    gold    in  India    during,   valuable 

supplement  to  sale  of  sterling  bills  on  London, 

Howard  -  -      8218-9,  8302,  p.  586 

Gold  should  first  be  released  from  paper  cuireney 

reserve   and   then  securities   in   gold   standard 

resei-ve  realised,  Hunter  -  6443-9 

India  should  be  prepared  to  caiTy  its  own  burden 

in  time  of.  Cole       -         -  3406,  3416 

Issue  of  gold  in  India  should  be  stopped.  Hunter 

6448-9,  6452 
Ceisis  of  1907-8 : 

Action    of     Government     in     refusing    to    issue 

sovereigns  criticised,  J'Vaser,  2940;  Webb,  5762, 

5912-6. 
Buying   of   foreign  imports    a    more   important 

factor  now,  Abrahams  -         ■  748-53 

possible  Effect  of  difiBciilties  among  exchange  banks 

in  a  future  crisis,  Abrahams  -  754-5 

Exceptional  severity  of,  Abrahams  -    597-602, 

747-8,  p.  105,  p.  106,  p.  107,  p.  108 

as   Guide   to   amount   of   gold  required   in   gold 

standard    reserve,    see    under    Amount    under 

Gold  under  Gold  Standard  Reserve. 
Issue  of  gold  not  successful  in  supporting  exchange, 

LeMarcliant  -         ■  7633-5 

Sale  of  sterling  drafts  on  London  at  earlier  date 

would  have  created  a  better  feeling,  Le  Marchant 

7725-6 
Supply  of  gold  for  exportation  : 

Explanation  of  proceedings,  Abrahams     838-42 

Telegrams    between    Secretary    of    State    and 

Viceroy,  Abrahams  -       p.  164-5 

should  not  be  Taken  as  example  of  severest  strain 

probable.  Farrow,  3274 ;  Swndara  Iyer,  8920-6, 

8933. 
Effect  on,  of  issue  of  loans  by  Government,  question 
of,  Hamilton       -  2423-9 

Fall  in  : 

Additional  taxation  imposed  1885-95  to  meet 
burdens  owing  to,  Newmarch  p.  225,  p.  226 

Increase  in  burden  of  home  charges,  Newmarch 

p.  225 
Question  as  to  possibility  of,  and  extent,  Abrahams 

1044 
Realisation  of  Treasury  bills  to  meet,  actual  gold 
not  necessary,  payments  can  be  made  in  banker's 
money,  Abrahams   -         -         -  646 

Undertaking  by  Government  in  case  of,  to  sell 
exchange  on  London  at  fixed  price,  question  of, 
Abrahams       -  1045 

Fixing  of,  at  Is.  4i. : 

Benefits  iiom,  Newmarch,  1408,  p.  225-6 ;  McBobert, 
4004-5,  p.  548 ;  McLeod,  6996-7,  p.  602  ;  Howard, 
8203-4,  p.  582-3  ;  Smith,  8526,  p.  615. 
Burdens  on  exchequer  limited  and  more  serious 
uncertainties  in  budgeting  removed,  Newmarch 

p.  255 
Effect  on  trade  with  other  countries,  Newmarch 

1397^01,  1431,  p.  289-93 

Gold  currency  not  necessary  to  maintain  parity  of, 

Abrahams   -         -         -  -         1036-7 

Gold  in  ciecitlation  as  suppoet  of  : 

Effect  not  material  and  gold  in  reserves  of  more 
value,  Abrahams,  718,  722-3,  1123,  1127,  1133, 
1152-3, 1270-3, 1305 ;  Tomiey,  2619-20  ;  Barrow, 
3024,  3271-3;  Boss,  3767;  Hunter,  6450-3, 
6970-2;  McLeod,  7027-9;  BM,  7386-8;  Le 
Marchant,  7646,  7652-5, 7764-5 ;  Bwnbar,  5920- 
1 ;  Howard,  8211-7 ;  Smith,  8553-6 ;  Sundara 
Iyer,  8942,  8961-9004. 
Gold .  in  circulation  had  little  effect  on  crisis 
1907-8  and  1908-9,  but  question  of  if  more 
widely  in  circulation,  Newmareh      -        1704-26 


Exchange continued. 

Gold  in  Cieculation  as  suppobt  ov— continued. 

Value  of,    Gole,   3396-402,   3479-86;    McBobert, 

4009-13;    Webb,    5713-26,   5749-51,    5759-68, 

5909-17,  6127-40. 

Gold  in  hoards  would  not   give  support  m   crisis, 

Barrow,  S075  ;  Dunbar,  7920-1. 
Gold  issued   in   India  in   times   of   difficulty    does 
support,  Bhupendra  Nath  Mitra  -       4659-63, 

4765-81 
Maintained  when  kept  within  gold  points,  Abrahams 

954 
Maintenance  of,  at  Is.  4d. : 

not   Guaranteed,   and    guarantee   not   advocated, 

Abralmms       -  -         ■       844-50,854^5 

Importance  of,  Abrahams  .         -         -         -  693-4 

Obligation   recognised    at   present    by    Secretary 

of    State,   and   question   of    giving   guarantee, 

Newmarch  ■  ■  1451-8 

Movements    in   India    take    place   in   response    to 

activities  of  Secretary  of  State,  and  comparison 

with  other  countries,  Webb  -  5416-28 

Parity  of,  with  gold-using  countries   and  between 

rupees  and  sovereigns  in  India,  Abrahams        1113 

People  afraid  to  invest  in  India  owing  to  doubt  as 

to  stability  of,  Webb  -         ■  6109 

Procedui-e    for  building   up   sterling   resources  for 

support  of,  correspondence  between  Government 

of  India  and  Secretaiy  of  State  re,  1909-10,  1912, 

Abrahams  p.  184-5,  p.  186-8,  p.  195-200 

Rate  of : 

Increase  above   Is.  4d.,  exports  curtailed  and  gold 

standard  reserve  weakened,  Hamilton      -  p.  627 

Making  of,  by  Secretary  of  State,  and  competitors 

undersold,  Webb  -         -        5627-38 

Question  as  to  connection  of  demand  for  Council 

bills  with  price  offered,  Toomey  and  Fraser 

2628^7 
September  1907  to  December  1908,  Abrahams 

p.  103 
Regulation,  unusual  responsibility  taken  by  Govern- 
ment re,  Newmarch  -  •  1371-3 
Rise  above  gold  point,   importance  of   preventing, 
Newmarch           -         -                    _          1376,  p.  222 
Risk  of  large  amount  of  rupees  in  circulation  at  time 
of  crisis  and  advantages  of  increase  gold  currency 
instead,  Bhupendra  Nath  Mitra                    4679-87 
Undbetaking     by     Seceetaet    of     State    to 
peotect : 
Advocated,   but   Secretary    of    State    practically 
bound  now,  Toomey  and  Fraser      2759,  2936-42 
within  Certain  prescribed   limits,   question  as  to 
possibility,  Abrahams                -  1090-4 
Value,  dependence  on  balance  of  international  trade 
and  international  indebtedness,  Abrahams  -  662-4, 

718-9, 1275-6 
Exchange  Banks: 

Assisfaince     by     Government,    telegrams     between 
Viceroy  and  Secretary  of  Siiate,  1906,  Abrahams 

p.  148-9 
Business  of,  Abrahams,  248  ;  Dunbar      -  8094-8 

in  Case  of  crisis  would  take  telegraphic  transfers  and 
ship  sovereigns  to  India,  Fraser  and  Toomey 

2083-90 

Competition    with    Presidency    Banks    to    certain 

extent,  Toomey  and  Fraser  -     2654-8,  2970-2 

Deposits,  1901,  1910,  Smith  -        -  -  p.  614 

Deputation    to    Goveenment    of    India,    De- 

cembbe  1899,  by  indian  offices  of  : 

Particulars  -  .  p.  407 

Repudiation    of     connection    with,    Toomey   and 

Fraser  -  -  2648-53 

Despatch  from  Secretary  of    State,    March    1900, 

acknowledging  receipt  of  memorial  from,  Abrahams 

p.  422 
Engaging  in  local  business,  Dunbar        -  7957-8 

Exchange  in  India,  protest  against   withdrawal  of 
facilities  without  notice,  1900,  Newmarch 

1369,  p.  221-2 
Export  of  gold  from  India,  Fraser  and  Toomey 

2706-8,  2036-7 

Exports  of  uncoined  gold  to  India,  Toomey     2697-8 

Government  approached  by  local  branches,  1907,  for 

loans,  but  Council  bills  preferred  by  head  ofBces, 

Bhupendra  Nath  Mitra  -         -  4586 


INDEX. 


25 


Excliange  Books— cmiUnued. 
Head  offices  should  be  in  India,  Dunbar  8104-6 

Import  of  half  sovereigns  by,  but  coins  not  popular, 

Abrahams 1286-9 

Indian  deposits,  increase,  Toomey  -         ■  2860-7 

Interests  not  confined  to  India,  Howard  8180-3 

Letter   of   Government    of    India,   February   1900, 

forwarding  protest  agamst  Central  Bank  carrying 

out  exchange  business         -  p.  407-9 

Loans  to : 
not  Desired,  Toomey  -  2944-7 

no  Objection  to,  Howard  -  p.  579-80 

Question  of,  Abrahams  258-68 

Statistics,  &c.,  Abrahams  250-60,  450-1 

Memorial  of,  re  pi-oposed  Central  Bank,  February 
1900,  Abrahams  ■  p.  409-13 

Offer  of  loan  to  railways  by,  and  refusal,  Fi-aser 

2954 

Position  of,  Abrahams  -  p.  6 

Publication  of  Accotjnts: 

Distinguishing    Indian   deposits   and    cash    from 

outside  Indian,  no  objection  to,  if  other  banks 

agreed,  Toomey  and  Fraser      -         -  2924-7 

Distinguishing  between  fixed  deposits  and  deposits 

on  current  account,  no  objection  to,  if  all  the 

banks  agreed,  Fraser  and  Toomey   -        2928-33 

Piiblication   of   average   balance   sheets    of    Indian 

business,  question  of,  Fraser  2934-5 

Rates  for  sterling  bills  baaed  on  London  rate,  .ffimfer 

6615-21 
Relations  with  Central  Bank,  question  of,  Fraser 

2916-20 

Relations  with  Presidency  Banks,  Toomey  and  Fraser, 

2875-7,  2913-5  ;  Sunter,  6633-4  ;  Smith,  8778-82. 

Representation     on    Board    of    Presidency    Banks 

suggested,  Hamilton  -        p.  526,  p.  528 

Request    by,   for    issue  of  transfers,  1907,   refusal, 

telegrams  between  Viceroy  and  Secretary  of  State, 

Abrahams  -  -  p.  164 

no  Restrictions  on,  McBobert  -  4262-3 

Famine  Insurance  Fund,  correspondence  between 
Government  of  India  and  Secretary  of  State  referred 
to,  1901-4,  Bhiipendra  Nath  Mitra  4311 

Financial  Department,  system  of  appointing  men  not 
qualified  in  special  duties  criticised,  Beid  p.  572 

Financial  year,  see  Budget  year. 

Fowler  Committee,  see  Indian  CuiTency  Committee. 

France,  Bank  of,  see  Bank  of  France. 

Fraser,  T.,  see  Toomey,  J.  A.,  and  T.  Fraser. 

Fremantle,  S.  H.,  I.C.S.,  "  Co-operation  in  India," 
Hamilton  -  -         -  P-  530-6 

"  Gamble  in  Rain  " : 

Condemnation  of  system,  Hamilton 

2284-305,  2431-40,  p.  519-20 
Explanation,  Hamiltmi  2284-90,  2298-300 

Gold: 

see  also  Gold  Currency  and  Sovereigns. 
Amount  of  gold  and  gold  securities  held  by  Govern- 
ment at  present,  Abrahams  1054-6 
Balance,  increase  desirable,  Hamilton     p.  520,  p.  528 

BaBS  : 

Great  demand  for,  in  India,  question  as  to  use  of, 

McLeod  -  V174-7,  7237-43 

Import  formerly  when  any  degree  of  unsettlement 

in  India,  Le  Marchant  ■  7664-5 

Imported  into  India,  natui-e  of,  Hunter      6856-60, 

6862 

Might,  if  containing  a  larger  percentage  of  alloy 

than  a   sovereign,  be   imported    cheaper    than 

sovereigns,  Webb  5931-8 

Sale  of,  by  dealers  to  people  for  ornaments,  Toomey 

•^  3011-2 

Capacity  of  India  for  absorbing,  remarkable,  Toomey 

2728 

Coined  in  India,  amount,  1865-6  to  1872-3,  Swndara 

Iyer  -  -         -  -  P-  623 

Cost  of  reducing  sales  of  Council  biUs  and  substitu- 

tine  remittances  by  shipment  of,  Abrahams 

^  p.  26,  p.  30 

no  Difficulty  in  people  obtaining,  Abrahams,  620-1 ; 
NewmMTch,  1393-4. 
e     19070 


Gold — continued. 

Double  meaning  attached  to,  Abrahams  -  559 

Earmarked,  unearmarked,  and  used  on  some  occasions 

for   other  purposes  at  discretion  of  Secretary  of 
State  without  reference  to  India,  Webb    6064-73 
Effect  on  exchange,  see  under  Exchange, 
in   England,    earmarking    of,  for   Indian    pm-poses 

alone,  Abrahams  -  675-6, 825-33 

Exports  and  imports,  statistics,  Abrahams  p.  13 

Exports  to  India,  by  Exchange  Ba,nks,  Toomey 

2697-8 
Government  should  export  to  London  or  take  steps 

to  secui-e  export,  if  large  sum  in  hand  in  case  of 

exchange  crisis,  Abrahams  -         -         -  1095 

Held  in  reserves  and  ti-easm-ies,  1901-2  to  1912-3, 

Abrahams  -  ...  p.  85 

Hoarded  or  in  circulation,  loss  of  produce  to  India 

from,  Hamilton     2295,  2318-25,  2403-5,  2409-10, 

2444,  2473,  2476-9,   2488-92,   p.   521,   p.   522-3, 

p.  527 
Hoards,  see  that  title. 
Holding  of,  by  Government  to  interests   of  India, 

Hamilton  -  -  ■       P-  526-7 

Holding    of,     in     India,    correspondence     between 

Government  of  India  and  Secretary  of  State  re, 

Abrahams  -.      p.  170,  p.  194,  p.  196-7,  p.  199 

Holding  of,  1908,  1909,  1910,  Abrahams         1249-53 
Import  continues  even  in  time  of  crisis,  Bhupendra 

Nath  Mitra  4849-51 

Imports  into  India: 

1865-6  to  1872-3,  Sundara  Iyer  -         -  p.  622 

Effect  of  sale  of  Council  bills  on,  see  under  Sale 
under  Council  Bills  and  Telegraphic  Transfers. 
Ex!essive     importation     into     India    should    be 
checked,  Barrow  3077 

on  Large  scale  in  last  few  years,  Newmarch     1392 
Large  amount  melted  down  for  ornaments.  Smith 

8528-9 
Question  as  to  possibility  of  preventing,  Hamilton 

2529-38 

Sale   of   Council   bills   not   interfered  with,   and 

interference  not  anticipated  with  free  sale.  Boss 

3888-9 
in  India  in  case  of  crisis,  Government  should  reserve 
right  to  refuse  to  issue,  except  for  export.  Boss 

3768-72,  3805 
in   India,    deciease   in   Government    gold    between 
September  1907  and  December  1908,  Abrahams 

p.  90 
fi'om  Indian  mines,  annufl,l  amount,  Abrahams  p.  214 

Issue  : 

in  Crisis,  no  distinction  should  be  made  between 
issties  for  circulation  and  for  remittances, 
Bhupendra  Nath  Mitra  4844-52 

in  Exchange  for  silver  or  paper,  see  under  Sove- 
reigns. 
Large   amount   not  in  circulation,  but  in  form  of 
ornaments,  Dunbar  -         -         -  7896-7 

Large  amount  goes  into  India,  but  passes  out  of 
immediate  currency,  Le  Marchant  7640-1 

in  London : 

Use  of,  not  lost  to  people  in  India,  Hamilton 

p.  518 
Value   of,   for   maintaining   exchange,  and   com- 
parison with  value  of  gold  in  India,'  Newmarch 

p.  242,  1379,  1381-3 
Obligations,  recommendation  of  Fowler  Committee, 
re  restricting,  Abrahams  488-92,  p.  11-2 

in  Paper  currency  revenue  and  Government  Trea- 
suries, receipts  and  issues,  1899-1900  to  1912-13, 
Newmarch  P-  251-3 

Production,  great  increase  in  world,  Abrahams      724 
Receipt   of    bullion    formerly  by    Government    of 
India  in  exchange  for  i-upees,  but  abandonment  of, 
Abrahams  -  1324 

in  Reserves,  see  under  Gold  Currency  Reserve  and 

Paper  Currency  Reserve. 
Shipments  to  England,  practice  re,  Abrahams 

p.  12-3,  p.  16 

SUPPLT    OF,     FOR     EXPOET,     IN     EXCHANGE     CRISIS, 

1907-8  : 

Explanation  of  proceedings,  Abrahams         838-42 

Telegrams  between  Secretary  of  State  and  Viceroy, 

Abrahams  '  p.  164-5 
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Gold — continued. 

Support  of  Exchange  by,  see  under  Exchange. 

Transfer  of  five  to  eight  millions  to  London  with 
view  to  Government  undertaking  to  maintain 
exchange,  question  of,  Abrahams  -  1092-4 

shoidd  be  Used  for  development  of  India  rather 
than  for  lending  to  London  banks  and  financial 
houses,  and  scheme,  Hamilton         p.  520-1,  p.  .527 

Gold  Currency: 

see  also  Sovereigns. 

Advantages  of  gold  standard  possessed  at  present, 
Abrahams  1144-6 

some  Advantage  in  that  liabilities  of  Government 
for  redemption  of  rupees  would  decrease,  Howard 

8206 

Advantages  of,  in   opinion  of  Indiaji  Government, 

Abrahams  -         -  -  1127-34 

Advantages  of  paper  currency  over.  Hunter     6486-9 

Attitude  of  Fowler  Committee  re,  Abrahams,  1026- 

8 ;  Hamilton,  p.  623. 
Attitude  of  Government  re,  Webb,  p.  557,  p.  563—4 ; 

Abrahams,  1114-22. 

Changing  of  gold  coin  should  be  always  possible, 

Graham  -  ■  4928 

if  Circulating  freely  people  will  not  be  reluctant  to 

part  with,  Webb  -  6257-65 

Conditions  necessary  to,  Abrahams       1029-32,  1212 

no  Demand  for,  known  of,  Dunbar  7917 

Desirable   and    liking   of    people   for   gold   money, 

Abrahams  -  619,  625 

Desirable  and  reasons,  Webb  5727-31,  5841-52, 

5880-2,  6001-3,  6307-10 

Difficulties  of  getting  gold  into,  and  retaining  it  in, 

circulation,  Sundara  Iyer   -  -       p.  626-8 

Disadvantage  of  forcing  gold  into  circulation,  Hunter 

p.  593-^ 
Effective  in  Punjab,  Northern  India,  and  Bombay, 
Le  Marchant  7644 

Encottkagement  : 

Advocated,  Newmarch  1421,  1701-31 ;  McBobert, 

3978-82,  4006, 4226-36  ;  Bhupendra  Nath  Mitra, 

4672-7, 4776-81 ;  Webb,  5744-8, 5757-8, 5776-86, 

6004-11,  p.  568 ;  Le  Marchant,  7644,  7821. 

Attempt  by  Government  to  encourage  by  paying 

salaries  and  postal  money  orders  partly  in,  but 

faUiu-e,  Sundara  Iyer  ■  p.  627 

Desirable  in  interests  of  people.  Smith        8533-53 

not  Desii-able,  Barrow  3072-3,  3092-7 

by  Government,  question  of  and  comparison  with 

encouragement  of  notes,  Abrahams  1261-7, 

1290-8 
Hoarding  would  result,  Beid  p.  574 

at  Laliore,  Agra,  and  Delhi,  Dunbar  7908-16, 

8019-22 
Measures  re  increasing  circulation  (letter  of  Govern- 
ment of  India,  1900)  -   p.  109,  113 
no  Special  steps  advocated,  Howard    8224-6,  8291 
Question  of,  Abrahams  1201-8 
Steps  taken,  Bhupendra  Nath  Mitra             4754-3 
Encouragement  of  notes  preferable,  but  people  should 
be  given  gold  when  desired.  Smith              8553-64 
Essential  to  proper  currency  system,  Webb  5708 
with  Estahlishment  of,  gold  standard   reserve  will 
be  unnecessary,  Webb           5305,  5752-6,  5802-10, 
5835-8,  5874,  6039,  6127-40 
in  Existence  practically,  Abrahams         -  933-4,  1032 
Government  interests  with  regard  to,  Abrahams 

626,  799-802 
Government  should  discourage  use  of,  Hamilton 

2316,  2486-90. 

Impossibility  of  estimating  how  much  would  go  into 

currency   and  how  much   as   ornaments  or  into 

hoards,  Barrow  -  -  -     3094 

Incbease : 

possible  Advantage  in  preventing  rise  in  world's 

prices,  Howard        -  .  -        -p.  586 

not  Advocated,  and   not  considered   practicable. 

Swndara  Iyer  -    ,     -  p.  621-4,  8936-7 

and  Decrease  in  notes  and  silver  would  result  in 

decrease    of   gold    in   paper  currency  resei-ve 

Webb      -        -  -  6204-22,  6296-8 

Desirable  if  desired  by  people,  Abrahams    1139-42, 

1147-9 


Gold  Currency — continued. 
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at  Expense  of  gold  standard  reserve  would  make 
exchange  less  stable,  Abrahams  1209-17 

Increase  of  gold  in  circulation  and  in  paper  currency 
resei-ve  anticipated,  Webb        -  6300-1 

Increase  of  reserves  preferred,  Abrahams  1303-4 
Question  whether  Government  or  Central  Bank 
more  favourable  agency,  Newma/rch  1827-30 
Question  whether  note  circulation  need  be  in- 
terfered with,  Howard  ■  8287-91,  p.  585 
Reserves  would  cease  to  increase,  Howard  8207-10 
Rupees  not  likely  to  be  replaced  by,  Sundara  Iyer 

p.  627 
Rupees  would  be  supplanted  to   certain  extent, 

Webb,  5788-801,  6299,  6304  ;  Howard,  8287. 

Rupees  not  likely  to  fall  to  a  discount;  and  no 

steps  should  be  taken  by  Government  to  prevent, 

Webb      -         -  -  5821-2,  5839-40 

Involving  obligation   to  give   gold   for   rupees   not 

intended,  Webb  -        -  5979-86,  5993 

Limit  on  amount  of   mpees  that  are  legal  tender 

vriU  be  possible  in  future,  Webh  -         -     5997-6000 

Mohurs,  dies  prepared  for,  1835,  Graham        ■     4922 

not  a  Necessary  concomitant  of  gold  standard,  but 

endeavours  should  be  made  to  meet  any  demands 

for  gold,  Howard  -         8223-6 

Notes  will  not  be  displaced  by,  Sundara  Iyer 

p.  626-7 

no  Object  in  forcing  upon  people,  and  no  such  desu-e 

on  part  of  Secretaiy  of  State  or  Government  of 

India,  Newmarch  -  1800-1 

Objections  to,  Hamilton         -  2443,  p.  523 

Objection  to   forcing,   on  India,    and   Government 

should  not    encourage   use    of,   but   should  not 

interfere  if  people  desire,  Boss        3624-9,  3806-16, 

p.  544 

Other  forms  considered  preferable,  Ross         -     3628 

Paper  currency  with  gold  in  reserve  more  economical, 

but  extension   of   gold  at   expense    of  notes   not 

suggested,  Howard p.  585 

Position  of  India  as  regards,  similar  to  that  of  many 

other  countries,  Abrahams  -         -  1016-25 

Question  as  to  existence  of,  in  other  countries,  Webb 

5972-8 

Reason  for  change  of  opinion  regarding  desirability 

of,  during  last  15  or  20  years,  Webb  -  6806,  63110 

Recommendations  of  Indian  Currency  Committee  re, 

and  carrying  out  of,  advocated,  Webb         5316-22 

5970-1,  p.  555,  p.  556,  p.  557-9  n. 

Recommendations  of  Prof.  Dunning  MacLeod,  Webb, 

5970-1,  p.  555,  p.  556 
Replacement  of  notes  by,  not  desired,  Beid  -  p.  574 
not  Required  and  considered  a  wasteful  and  expen- 
sive luxury,  Dumhar  -  -  -  7895,  7918-9 
Return  to  centres  anticipated,  Le  Man-chant  7847-51 
Smaller  coin  not  advocated  to  start  with,  but  might 
be  struck  if  found  desirable  by  experience,  Webb 

5987-92 

Suitability  of,  for  India,  Abrahams  1268 

Ten  Rupee  Piece  : 

would  not  be  Available  for  export  on  favourable 

terms,  Le  Marchant  .  7847 

not  Advocated  and  reasons,  McBobert       •  4008-9, 

p.  648-9 
Cheaper  to  coin  than  sovereigns,  Abrahams  1245-8 
might  Compete  with  10  rupee  note.  Le  Marchant, 

7844  ;  Howa/rd,  8395-6,  p.  585. 
Correspondence   between  Secretary  of   State  and 
Government  of  India,  Abrahams  1143 

Hoarding     and     use    for    ornaments    would    be 
encouraged,  McLeod        -         7171,  7193,  p.  598 
Objections  to.  Boss  3817-26,  3854-62,  p.  546 

Question  as  to  popularity,    Abrahams,   1178-80, 
1238-45,  1269;    Barrow,  3092,  3094;  Sundara 
Iyer,  p.  627-8. 
Question  as  to  whether  demand  for  gold  would  be 
increased,  Barrow  -         -  3279-88 

Sovereigns  preferred  to,  McBobert    4007-8,  p.  548 
would  be  Useless   for  export    except  as  bullion, 
and  would  tend  to  destroy  standing  of  sovereign, 
McLeod      -        -  -  7162-76,  7192-6,  p.  593 

Ten  rupee  and  five  rupee  pieces,  attempted  introduc- 
tion, 1870,  Graham  -         -  4922-3 


INMX. 


27" 


Gold  Currency — continued. 
possible  Tendency  to  hoard  in  case  of  crisis   Wehh 

Use  ot,  marks  superior  stage  m  civilisation  to  use  of 
silver,  Wehb        S       .  6307-8 

"Wasteful  compared  with  other  methods  and  not  as 

useful  for  support  of  exchange  as  gold  in  reserve, 

Beid  -  .  7386-8 

Gold   Currency   (Standard)    Reserve,   abolition  when 

sovereigns  everywhere  in  circulation,  and  30,000,000?. 

in  gold  held  in  paper  currency  reserve,  advocated, 

^«&6      -  -  p,  569 

Gold  exchange  system : 

Ideal,  Abrahams  g23 

Natui'e  of,  Abrahams  623-4 

Gold  Mint : 

Advantage  claimed   for,    that  gold  currency  would 
largely  increase,  doubted,  Sundara  Iyer     p.  620-4 
Advantages    slight   as    sovereigns   can   be   and  are 
impoi-ted  to  great  extent,  Abrahams  1124 

Advantages  in  theory,  Hunter  6470 

might  be  Advisable  if  inexpensive,  Boss  p.  546 

Advocated  and  advantages  to  be  derived,  McBobert, 
4014-6  ;  Bhupendra  Nath  Mitra,  4664-6 ;  Graham, 
4919-26,  4930;    Webb,  5706-31;  Howard,    8242, 
p.  585 ;  Smith,  8565-82,  p.  616. 
not  Advocated  at  present,  but  if  established  sove- 
reigns should  be  coined,  McLeod     7032,  7153-5^ 
7157-61,  p.  597,  p.  598,  (Bengal  Chamber  of  Conf- 
merce),  p.  604-5,  p.  606,  607. 
Attitude  of  Mysore  gold  mines  to,  Abrahams  1174-6 
Bullion  foe  coinage  : 

probable  Difficulty  of  obtaining.  Hunter,  6471-3, 
6861-71,  6975-7,  p.  593;  McLeod,  7033-4; 
(Bengal  Chamber  of  Commerce),  p.  606. 
from  Hoards,  question  of  obtaining,  Abrahams', 
214,  1135-8 ;  Toomey,  2614^8,  3010^ ;  Bhupen- 
dra  Nath  Mitra,  4671 ;  Webb,  5750-1 ;  Howa/rd, 
8230-4. 
Imported  from  abroad  would  not  go  for  coinage 
in  normal  times,  import  of  sovereigns  cheaper, 
Toomey  -  -        -      2699-709 

Local  supply,  from  mines,  question  of,  Toomey, 
3008-9  ;  Bhupendra  Nath  Mitra,  4666-8, 4786-8  ; 
Webb,  5694-9 ;  Howard,  8247-8. 

■  Question   as  to  source,  and  difficulty  as  regards 

import  owing  to  cost,  Abrahams  1220-37, 1283-4, 

1308-20 
Supply,  would  depend  on  price,  Bhupendra  Nath 

■  Mitra  -  -  -  4717-9 
Taking  of  bullion  to  mint  for  coinage  would  not  be 

cheaperthan  import  of  sovereign  as  general  rule, 
Toomey  -         ■  -  2998-3018 

Charge  for  refining  would  have  to  be  made,  but  not 
seigniorage,  Bhupendra  Nath  Mitra  4669-70 

would  Coin  local  gold  and  possibly  gold  from  South 
Africa,  gold  would  not  be  sent  from  London  if 
coinage  charge  exceeded  cost  of  freight,  &o.  of 
coined  gold.  Cole  3389-91,  3437 

for  Coinage  of  sovereigns  unnecessary,  and  imprac- 
ticability as  regards  supply  of  bullion,  Barrow  3091 
Cost  : 

Question  of,    and    statement    of    estabKshment 

.  chai'ges  of  mints  in  Sydney,  Melbourne,  and  Perth, 
.  Abrahams  -  P-  214 

Small  if  special  Indian  coin  adopted,  Abrahams 

1321-3 

Experiment  should  be  tried,  Howard  8229-30,  8397-8 

for  Free  coinage  of  sovereigns  would  justify  cost, 

McBobert  -  ■  ■  -  p.  549 

Gold  in  circulation,  question  of  effect  on,  Abrahams, 

618 ;  Cole,  3392. 
History  of  discussions  and  proceediags  re,  Abrahams, 

614-6,  p.  21^-3;  TTeftfe,  P..557. 
not  verv  much  Importance  attached  to,  Le  Ma/rchant 
;  7666 

SPECIAL  Indian  coin  : 
see  also  Ten  Rupee  piece  wnder  Gold  currency, 
would  not  Affect  question  of  exchange  as  gold  taken 
by  weight,  Cole       ...         -  3567-9 

might  Conflict  with  sovereign,  Le  Marehant      7666 
Fineness  should  be  same  as  sovereign  to  enable 
exchange  by  weight,  Abrahams        -        •     1163 


Gold  Mint — continued. 
SPECIAL  Indian  coin — continued. 

Objections   to    (Bengal   Chamber   of    Commerce), 
McLeod  -        -  -         -        -  p.  606 

Public  opinion,  question  of,  Abrahams  1166 

Treasury  would  have  no  jurisdiction,  Abrahams 

617 
Indian  feeling  would  be  gratified  by,  and  feeling  of 

having  been  haip.pered  without,  Abrahams  1125-6, 

1249 
no  Justification  for,  in  absence  of  public  demand, 

Abrahams  -  -  1167 

not  Necessary  at  present,  but  if  opened  in  future, 

sovereigns  should  be  coined,  Toomey  and  Fraser 

2602-8,  p.  538 
a  Necessity  almost,  Bhupendra  Nath  Mitra  4782-5 
Notes  on  proposals  for,  Abrahams  p.  212-5 

Objected  to,  Hamilton   -  -  2466-7 

not  Objected  to,  but  unnecessary  as  long  as  sovereigns 

used.  Cole  -  -  3388 

Opening  of  Bombay  Mint  to  free  coinage  of  gold,  advo- 
cated, Webb    5690-8,  5702-3,  p.  557,  p.  558,  p.  568 
Opening  of,  immediately,  was  never  recommended  by 

Currency  Committee  of  1898,  Sundara  Iyer  p.  628 
Opinion  of  Sir  Guy  Fleetwood  Wilson  refen-ed  to, 

Abrahams  -  1299-302 

Passage  of  bullion  from  hoards  through,  question  of. 

Smith  .  .        8569-80 

Public  feeling  re,  question  of,  and  of  importance  to 

be  attached  to,  Abrahams   -  1306-7 

Reason   for   Fowler  Committee   recommending,  Le 

Marehant  ...  .  .        7659-62 

Receipt  of  gold  and  issue  of  rupees  in  exchange  with. 

out  legislating  for  minting  of  gold  coins,  sugges. 

tion,  Hwriter  -  1474-7,  p.  593 

Recommendation  by  Fowler  Committee^  and  change 

in  circumstances  since,  Abrahams      1168-9,  p  212 
Sbigniokagb  : 

Charge    should  not    be   made,  Howard,    8243-6' 
p.  585 ;  Webb,  5703-5. 

Question,  and  question  whether  better  terms  should 
be  given  than  given  in  England,  Abrahams 

1154-62,  1176,  1181-95 
Sovereigns,  or  coins  identical  with,  in  size,  weight, 

and  fineness,  should  be  coined,  Graham,  4920-1, 

4924;    PFeio,  p.  557,  p.  568. 
Sovereigns  should  be   coined.    Cole,   3393,   3565-6 ; 

Bhupendra  Nath  Mitra,  4714-6;  Howard,  8320-1 

8399-401,  p.  585 ;  Smith,  p.  616. 
Supply  of  sovereigns  in  India  would  not  be  greatly 

increased,  Newmarch  ■  1750 

might  be  Tried  if  special  coin  introduced,  but  intro. 

duction  not  advocated,  Barrow  -  3091-3 

Gold  reserve : 

in  India,  15  to  20  million  advocated,  Howard  -  p.  589 
Sufficient  already  to  allow  of  Government  discharging 

its  obligations  in  gold  without  taking  from  gold 

needed  to  maintain  exchange,  Webb  5740-3 

Gold  Standard : 

Advantage  of,  and   progress   of  trade   since   intro- 
duction. Boss  -         -        3617-23 
with  Gold  reserve  advocated,  Sundara  Iyer     -  p.  628 

Gold  Standard  Eeserve : 

Accounts,  wording  of  "cash  .  .  .  at  short  notice," 

objection  to.  Cole        -  -     3412,  3499-506 

Addition  to,  of   annual   interest  on   investment   of 

Paper  Currency  Reserve,  proposal  by  Government 

of  India,  and  opinion  re  p.  119,  p.  122,  p.  127 

Amalgamation  with  paper  citeeenct  eesbeve  : 
possible  Advantages,  but  difficulties,  Le  Marehant 

7626 
not    Advocated,    and    reasons,    Barrow,    3151-3 

3158-66 ;  Howard,  8283-4,  p.  587. 
possible  Danger,  Abrahams  721 

not  Desirable  and  no  benefit  seen.  Hunter    6454-6 
Indian  public  opinion  might  be  shaken,  Abrahams 

721 
no  Objection  to,  McBobert  -  4085-6 

Objection  to,  Bhupendra  Nath  Mitra  -  4692-6 

Possible  eventually,  but  uses  in  separate  systems, 

Le  Marehant  -        -        -  "     .  7741-3 

not  Possible,  Newmarch      -  1405-6 

Question  of,  Abrahams  -        .  704-12 

Question  as  to  possibility,  Webb      6104-7,  6125-6 
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Amount,  and  inadvisability  of  reducing,  letter  from 
Government  of  India,  26th  April  1906,  Abrahams 

p.  137 

AmOTTNT  : 

Automatic  increase,  methods  (Law)  -  p.  119 

Balance  of  trade  considered  the  proper  measui-e  of 

possible   liabilities,   not  quantum   of  cmTenoy, 

Ahrahains  .         -         -  -  776-9 

Inadequate   in  opinion   of   Ma'di-as    Chamber    of 

Commerce.  1907  -  p.  172 

Inci-ease  ; 

Desii-able   as  ti-ade  increases   and  methods  of, 

Ahrahiims  -  647—9 

above  25  millions,  desirable  and  question  of,  fi'om 

profits  on  coinage  ar  from  interest.  Abrahamn 

780-3 

not  Less  than   25  millions  advocated,  Bhu/pendra 

Nath  Mitra  4696 

no   Limit   should  be   fixed,   Beid,   7509,    7571-2, 

p.    573;    McLeod,    5971;     Smith,    8533,   1587, 

p.  616. 

Number  of  mpees  coined  should  not  be  measure 

of,  Abrahams  -  -         -  1074-6 

Present,  sufficient,  Sundara  Iyer  8912,  p.  629 

Regulation  of,  with  view   to  amount  of   gold  in 

paper  ciuTency  resei-ve  would  be  advantageous, 

Abrahams  1 057 

Suitable,  opinion  re,  Abrahams    ■  774—5,  p.  93 

10  millions  in  gold  and  2'J  millions  in  securities, 

advocated.  McBobeH  4020-2,  4068 

20  to  25  millions  desii-able,  Webb  6039^0,  6155-6, 

6249-52 
30  millions  advocated,  McBobert         4019,  4083-4 
Use  of  profits  on  coinage  for  ordinary  or  capital 
expenditure  not  approved,  until  reserve  25  or 
30  million  sterling,  interest  and  profits  should 
then  be  used  to  pay  off  floating  and  unproduc- 
tive debts,  McBobert  -  p.  549 
Amount,  composition  and  location  of,  1901  to  1913, 
Abrahams  -  p.  97 
Approach  towards  unanimity  between  Secretary  of 
State  and  Government    of    India    on    questions 
regarding,  Ahrahq/ms           -                  -         -       605 
Conferences  between  India  Office  and   members  of 
commercial     community     re,    would    be    useful, 
Abrahams                                          •                   -       720 
Credit  of  profits  on  coinage  to,  see   under  Profits 

■under  Coinage  under  Rupees. 
Criticism  of  system  as  wasteful,  Webb    5827-38,  p.  558 
Departm-es      from      recommendations     of     Indian 
CuiTcncy  Committee,  Webb  -     p.  559-60 

Diversion  of  funds  allocated  to,  to  railway  develop- 
ment, 1907,  see  Use  of,  for  i-ailway  purposes  under 
Profits  under  Coinage  under  Rupees. 
Drawing  agauist,  by  Secretary  of  State,  1910  and 
1911,  aacxLTDstsiTi.cea,BhupendraNathMitra  4810-8 
Establishment  of,  coiTespondence  between  Govern- 
ment of  India,  and  Seoretaiy  of  State  re,  1900, 
Abrahams  -  p.  109-14,  p.  126-8 


Existence  or : 

Approved  in  India,  Beid 
Desh-alile,  Hunter 


p.  573 
6431 


rOKM: 

Bullion,  unnecessary,  Hamilton  -  2387,  2414 

Criticism,  Webb  -         -  6170-7 

Gold: 

Actual  gold  : 
Amount : 

2  millions  insufficient,  Beid  7509,  7570 

5    millions   at    least,    advocated,    McLeod. 

p.  597  ;  (Bengal  Chajnber  of  Commerce), 

7137-9,  p.  603. 

about  5  mfllions  advocated,  Bunbar    7878- 

86,  7891 
5  millions   not   considered  sufficient,  Cole, 
3405-6,  3570-6  ;  BhwpenOra  Nath  Mitra, 
4697-700. 
5  millions  as  minimum  sufficient  at  pi-esent, 
but  might  increase   to   10   as  trade   in- 
creases, McLeod  7007-26,  7072-80,  7140, 
7220-8,  p.  598 
10  millions  advocated,  McBobert  -     4020-2, 

4068 


Gold  Standard  Reserve — continued. 
Form- — continusd. 
Gold — continued. 

Actual  gold — continued. 

Amount — continued. 

10  millions   might   be    sufficient,  but  sum 

should  not  be  fixed,  as  should  depend  on 

state  of  finance,  Sundara  Iyer       8915-35 

Fixing  of  limit  not  suggested  at  present, 

Toom^y         -  -  2956-7 

Question  of,  Toomey  and  Fraser  -     2711-2, 

2783-96,  2986-96 

Con-espondence  between  Government  of  India 

and  Secretary  of  State.  Abrahams     -  863—4, 

p.  170-1.  p.  178-80.  p.  183,  p.  194-6.  p.  199, 

p.  201 
Holding  of  all  reserve  in,  not  objected  to  if 
really  desii-ed,  but  would  be  too  expensive 
and  waste  of  interest,  Toomey  -        2716—43 
Idea  predominated  in  minds  of  Fowler  Com- 
mittee, Le  Marchant  ...     7617 
ideally   Preferable  to   securities,   and  in  any 
case  shoi-t-dated  securities  preferred,  Barrow 

3102-8 
Amount : 

Ample,  taking  into  account  gold  in  paper 
cun-ency  department,  Boss       3648,  3795-6. 

p.  546 

Con-espondence  between  Govei-nment  of  India 

and  Secretary  of  State,  Abrahams  p.  168-9, 

p.  175-8,  p.  196,  p.  199-200,  p.  202,  p.  204 

Experience  of  1907-8  crisis  as  guide : 

not   Adequate,    Howard,  p.    587 ;    Toomey, 
2587-90,      3027-35;      Bhupendra     Nath 
Mitra,  4702-8. 
Satisfactory,    Abrahams,    597-604,    681-3. 
955-70;  Boss,  3649-52,  3748. 
should  be  Fixed  on  basis  of  number  of  rupees 
in  circidation  and  suggestions  re,  Boss 

3648-62,  3740-66,  3908-11,  p.  546 

Inadequate  in  opinion  of  Madras  Chamber  of 

Commerce,  1907  -  -  p.  172 

Increase  advocated,  and  I'eason,  Toomey  and 

Fraser,  2584-94,  p.  536  ;  Howard,  8249-51. 

Increase    gradually  to    10    and    15    mUlions 

desirable,  Howard  8251-3,  p.  587 

Insufficient,  and  proportion  too  low,  should  be 

half  of  whole.  Smith      8583-4,  8587,  p.  616 

no  Limit   should  be  fixed  and  coinage  profits 

should  continue  to   be  added  to,  McLeod 

(Bengal  Chamber  of  Commerce)      -  p.  603. 

p.  607 

Question  of,  Le  Marchant  -  7637-8 

Question  of,  and  of  connection  of  amount  of, 

general  balances  with,  Abrahams       764^73, 

p.  88-9 
too  Small  and   whole   amount   preferred,  in 
gold,  Webb       -  .  6041-5,  6289-94 

not  Sufficient  if  no  gold  in  paper  cun-ency 
reserve  or  easily  available  in  London, 
Le  Marchant    -  7620,  7622-5 

Sufficiency  of,  arguments  in  favour  of, 
Abrahams         ....  p.  91_4 

25  millions  should  be  regaj-ded  as  minimum, 
and  adequacy  considered  when  sum  reached, 
Howard    -  -  -         -  p.  587 

30  millions  preferred,  Howard  -  p.  587 

Whole  amount  in  gold  the  ideal,  Beid      7509 
Bulk  of  reserve  should  be  in  gold  in  India,  Webb 
p.  560-1,  p.  568,  p.  569 
Holdmg  of  reserve  only  in,  woidd   be  advan- 
tageous in  case  of  exchange  ci-isis,  but  in 
that  case  profit  on  investment  would  be  lost, 
C'oZe  -         -         .        .  3519-35 

Investment  of  whole  amount  approved  when 
reserve  strong  in  gold.  Hunter  6440-8,  p.  592 
Liquid  gold,  see  Actual  gold  aJxyve. 
Objects  of,  Graham  4934r41 

for  Portion   of,    desirable    owing    to   probable 
difficulty    in    future    of    finding     sufficient 
short-dated  securities,  Abrahams  -        639-40 
Portion  accumulated  for  support  of  exchange 
should  be  held  in  England,  not  India,  Cole 

3403-6,  3431-5,  3554-8 
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Gold  Standard  Reserve — c<mtinued. 
FoEM — continued. 

Gold  or  short-dated  securities  preferred,  Abrahams, 

677-9,  p.  88 ;  McLeod,  p.  597  ;  Jleid,  7382-3. 
Gold  or  gold   sefetirities  advocated,    Toomey  and 

Fraser        -         -  -         -      2584,  p.  536 

Gold,  rupees  and  sterling  securities  approved,  and 

opinions  re  amounts,  McBohert  -         -p.  549 

Half  in  gold  or  rupees,  bulk  in  London  in  gold 

advocated.  Smith  8586,  p.  616-7 

History  of,  Abrahams  568-70 

Letter  of  Bengal  Chiamber  of  Commerce  re,  Sth 

September  1907,  Abrahams  p.  174 

Question  as  to  intentions  of  Fowler  Committee  jv, 
Abrahams  -         -  550 

Securities  : 

Advantages,    and   approved,   Abrahams,   635-8, 
727-46,   p.    88;    Howard,   p.    586;    McLeod, 
p.   598 ;   (Bengal    Chamber    of    Commerce), 
p.  605,  p.  607  ;  Sundara  Iyer,  p.  629. 
Amount : 

7  millions  should  be  maximum,  Webb    p.  560, 

p.  569 
20  millions  advocated,  McBohert  -  4020-2 

Change  in  investments,,  May  1913,  Newmarch 

1797-9 
Correspondence  between  Government  of  India 
and  Secretary  of  State,  Abrahams     p.  129-30 
no  Danger  from,  Hunter  6443-9,  6451-2.  p.  592 
a  Departure  from  intentions  of   Fowler  Com- 
mittee,  Boss,   3896  ;  Le  Marchant,    7727-34  ; 
Webb,  p.  561. 
not    a    Departure    from    recommendations    of 
Fowler  Committee,  Abrahams  ■     559,  812-24, 

1098-100 
Description   of,   bought,   sold,  and    discharged 
at  maturity,    1901-2  to  1912-13  and  prices, 
Abrahams  ■         ■     .  p.  99-102 

Desirable,  so  as  not  to  have  money  lying  idle, 
Dunbar  -  '-  7887-96 

Distinction  between  investment  of  paper 
cui-rency  reserve  and,  Barrow  3080-1 

Improvement  in  form  in  which  held,  since  1907- 
1908  and  before,  Abrahams  -     1057 

future  Investment,  stocks  with  maturities  wiser 
than  securities  with  no  date  of  redemption 
fixed,  Le  Marchant       -         -  -     7621 

Investment     of     greater      portion     advocated, 
interest  to  accumulate  in  gold  coin,  Hamilton 
2386-7,  p.  519,  p.  527 
Letter  of  Secretary  of  State  re,  2nd  July  1909, 
Abrahams  -  -         -     P-  179-80 

Limitation,  correspondence  between  Govern- 
ment of  India  and  Secretary  of  State,  1907, 
Abrahams  -         -         -     P-  160,  p.  163 

if  Loss  involved  by  sale,  gold  should  be  shifted 
from  India,  but  if  profit  possible  should  be 
sold  first,  Webb  -  6277-81 

Objected  to,  Webb  -        -  p.  559,  p.  560 

not  Obiected  to,  with  sufficient  amount  of  gold. 
Cole    .  -         ■  3405-9 

Particulars  re,  Abrahams  •         -         563-4 

Possibility  of  realising,  advantages,  Abrahams 

636-8,  641-5,  772,  825,  857,  859-62  1101-7, 
Possibility  of  realising,  question  of,  McBohert, 

4069-70  ;  Webb,  6234 ;  McLeod,  7141-3. 
Reply  to  criticism,  Newmarch  1458-60 

Sale  of,  question  of  result  of,  Abrahams,  641-5, 

659-62  ;  Le  Marchant,  7735-40. 

Securities   due   for  early  redemption   at   fixed 

date,  desirable,  Howard  -  P-  587 

Short  term : 

Advocated   as   far   as   possible,    Toomey   and 

Fraser  -         ■         -  2584,  p.  536 

not  Necessary,  McBohert     -        -  4023-5 

Preferred,  but  others  should  not  be  definitely 

excluded.  Cole  -     3410 

Statement    of     stock     and    seciinties,     1913, 

Abrahams  ■  ■  P-  ?^3 

Suggestion  re,  McBohert  -  P-  ^49 

Telegrams  between  Viceroy  and   Secretary  of 

State  re  shipment  of  gold  for  investment  m 

England,  Abrahams     -        -        -        -  P-  128 

not  as  Useful  as  gold  in  crisis,  CoU         •     3413 
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Securities — continued. 

Yaluation  of,  31st  March  1913,  interest  received, 

loss    on    sale,   depreciation,  and    net  profit, 

Abrahams  -         •  p.  98 

Silver : 

see  also  Subsidiary  Branch  in  India  below. 

1900-9  -        -  -  -  p.  190 

Holding  of,  in  India  necessary.  Hunter    6433-4, 

p.  592 

Need  for,  Barrrow    -        '  -  3078-9 

Objection  to,  Toomey  and  Fraser,   2584,   2595, 

2599,  3015-26,  p.   536  ;  Wehh,   6104,  p.  559, 

p.  560 

Rupees  should  be  held  in  India  and  made  available 

for    advances    to    banks    at    6   per    cent,    on 

security   when  bank   rate   over   6   per   cent., 

McBohert     -  -        -         -         -  p.  549 

Suggestions  re,   Abrahams  p.  88-9 

Holding  of,  by  Central  Bank,  see  under  Functions 

under  Central  or  State  Bank. 
Increase  of  gold  currency  at  expense  of,  would  make 
exchange  less  stable,  Abrahams  -  1209-17 

India  office  balances  not  affected  by,  Abrahams      109 
India   Office   transactions,   Ist  September   1907    to 
31st  December  1908,  Abrahams  p.  92,  p.  106 

Indian  branch,  see  Subsidiary  branch  in  India  below. 
Intermingling  of,  with  paper  currency  reserve  and 
Treasury  balances  at  option  of  India  Office  com- 
plained of,  Webb  •         -  p.  569 

Location  : 

Approved,  Hunter  ...     6432 

of  Bulk  in  London,  silver  portion  only,  in  India, 
advocated,  McBohert       -  4017-8,  4021 

History  of,  Abrahams  -        -  568-70 

in  India : 

Address  of  Karachi  Chamber  of   Commerce  in 

favour  of  holding  bnlk  of  gold  in  India,  and 

reply  of  Viceroy,  Abrahams  -         -  p.  195 

Advocated,  Webb  6044-6.  6052-63, 6179-8, 

6230-3 
Disadvantages,  Abrahams        630-4.  717,  942-7, 

p.  89-91 

of    Portion    approved,    but     not    essential     if 

sufficient  rupees  and  sovereigns  held  in  paper 

currency  reserve,  Howard    -  p.  587 

Indian  opinion  re,  question  of,  Abrahams  629 

Keeping  of  20  millions  in  India  and  10  milUons 

in  England  in  gold,  and  everything  else  made 

out  of  currency  in  sterling  securities,  objections 

to  proposal,  Abrahams     -  679-81 

in  London : 

Advantages,  and  need  for,  Abrahams,  628,  631-4, 

908-11,  936,  p.  89,  Toomey,  2979-85 ;  Hunter, 

6435-6,  p.  592  ;  Le  Marchant,  7632-6. 

Advocated,  Hamilton,  2384-5,  p.  519,  p.  527  ; 

McLeod,  7000-2,  p.  597  ;  (Bengal  Chamber  of 

Commerce),  7137-9,  p.  602-3;  Boss,  p.  546; 

Dunbar,  7876. 

Amount  to  which  reserve  to  accumulate  before 

profits   on  further  coinage  used   for   capital 

expenditure,  Abrahams  p.  90-1 

Appropriation  for  needs  of  State  feared  in  time 

of  crisis  or  panic,  Webb  6057-8,  6064-73, 

6230-3,  6288 
Approved,  Graham,  -         -         -  4931-2 

Consideration    of,    as     possible     resource     for 
England,  no  importance  attached  to  sugges- 
tion, Howard  -  p.  586 
Criticism  that  reserve  tends  to  become  rather 
a  reserve  for  London  money  market,  disagreed 
with,  Abrahams   ■         -                  •  627 
Criticism  of,  as  in  interests  of  London  money 
market,  entirely  wrong,  Toomey                 2986 
Desu-able  as  resource  against  fall  in  exchange, 
Newmarch                     .                                 1361 
no  Distinction  in  use  of  gold  in  paper  cun'ency 
reserve    and  with    reference   to    support    of 
exchange,  Abrahams                                   762-3 
of  Gold,  objection  to,  Webb                           p.  560 
Gold  and  sterling  securities  should  be  held  in, 
McBohert    -                                              p.  549 
Gold  should  be  ear-marked  at  Bank  of  England, 
McBohert,  p.  549  ;  Smith,  p.  617. 
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Gold  Standard  Reserve — continued. 
Location — continued. 
in  London — continued. 

of  Greater  portion  approved,  and  reasons,  Barrow, 

3098-100,  3115-20  ;  Howard,  8254,  p.  586. 
Mostly  in  gold  and  a  little  in  securities  advo- 
cated, Sundara  Iyer  8913-4,  p.  629 
Reason  for,  and  considered  in  interests  of  India, 
Bhupendra  Nath  Mitra    4652-8,  4853-9,  4867 
not  Taken  into  account  in  any  market  calcula- 
tions in  London,  Cole           -  3411-2 
of  Whole  amount  advocated,  Toomey  and  Fraser 
2584,  2596-8,  2755-8,  p.  536 
Management : 

Fuller  information  to  public  desirable,  Abrahams 

907 
Question  of,  Abrahams  -         -  704-9 

Want  of  confidence  in,  in  India,  Beid        7364-80, 

p.  573 

Want  of  confidence  in,  by  public,  caused  by  action 

of  Government  in  diverting  funds,  &c.,  in  1907, 

Howard  -  -         .       8261-3,  p.  587 

Minute  by  the  Hon.  Sir  E.  Law,  1900,  Abrahams 

p.  114-21,  p.  123-6 
Minute  by  Lord  Ourzon,  1900,  Abrahams  p.  121-2 
Object  of  : 

for  Maintaining  exchange  only,  should  be  stated, 
Sundara  Iyer  -         -  -■       -  p.  629 

to  Provide  gold  in  India  if  required,  Webb 

6047-51,  6199-203 

to  Support  exchange  and  (through  silver  branch) 

to   supply  rupees  in  exchange   for  gold  when 

abnormal  demand  for  rupees,  Bhupendra  Nath 

Mitra  4639-51 

Origin,  distinction   from  origin  of  paper   currency 

reserve,  Abrahams  756-61 

Original  piirpose  of,  and  modifications  p.  154-5 

Position,  1907  p.  157 

Position  of,  question  in  Parliament  9th  July  1907  by 

Sir   Edward   Sassoon,  and  reply  by  Mr.  Morley, 

Abrahams  -         -  p.  159 

not  Peculiar  to  India,  Abrahams  877-9 

Primary  and  main  object  of,  Abrahams  -  1096-7 

Publication     of     information     re,    correspondence 

between   Secretary  of   State   and  Government  of 

India  re,  Abrahams  p.  181-2,  p.  205-7 

Purposes   of,  and  difference  from   that   of   gold  in 

paper  currency  reserve,  Abrahams  549-58,  689-91, 

951,  p.  87-8 
Remittance  of  profit  on  coinage  of  silver  to  London, 
Abrahains  560-3 

Sale   of   securities   in  paper  currency  reserve   and 
application  to,  not   considered  practicable,  New- 
march        -  1427 
Silver  branch,  change  of  name   to   Indian   branch, 
correspondence  between  Government  of  India  and 
Secretary  of  State,  1912,  Abrahams  p.  205,  p.  206-7 
no  Statutes  governing,  Abrahams                         701-2 
Stattjtoby  ebguxations  : 
Address    of   Karachi   Chamber   of   Commerce   in 
favour  of,  Abraham,s        -                  -         -  p.  195 
would  be  Advantageous,  Beid              7381,  7568-9 
not  Advocated  at  present,  Bhupendra  Nath  Mitra, 
4709  ;  Le  Ma/rchant,  7627-8 ;  Howard,  8262-4, 
p.  587. 
Desh-able,  Boss,  3631-40,  3733-9,  3904-7,  p.  544, 

p.  546 ;  Webb,  6122^ ;  Beid,  7381,  7568-9. 
Letter  of  Government  of  India  re,  6th  July  1911, 
Abrahams        -  p.  194-5 

Strengthening,  advocated,  Hamilton       -  p.  529 

StTBSiDiABT  Branch  in  India  (silvee)  : 
Aljolition,     possible    methods    of    carrying    out, 
Abrahams  -         -         -         -    p.  96 

Advantage  of  (and  considered  as  practically  part 
of  cuiTenoy  reserve),  Ross  3641—4 

Amoimt  of,  and  correspondence  between  Govern- 
ment of  India  and  Secretary  of  State  re, 
Abrahams         p.  94,  p.  183,  p.  185-94,  p.  196-8, 

p.  207 
Amount,  policy,  Newmarch  -         -        p.  245-6 

Amounts,  1907-8  to  1912-3,  Newma/rch       -  p.  254 
Approved,  Barrow,  3101-2  ;  Howard,  p.  587. 


Gold  Standard  Reserve — continued. 

SuBSiDiAEY  Beanch  IN  INDIA  (siLVBE) — continued. 
BoiTOwing  from,  to  meet  bUls  and  transfers,  re- 
cognised as  to  be  resorted  to  only  in  extreme 
urgency,  Newmarch  V-  224 

Decrease,  inadvisabUity  of,  letter  of  Government 
of  India,  30th  September  1909,  Abrahams  p.  183 
Departures  from  normal  amount,  Abrahams 

1002-4,  p.  97 
might  be  Done  away  with,  with  power  to  make 
temporary  investments  of  paper   currency   re- 
serve, Barrow  3080,  3196—7 
Establishment  of : 

Correspondence  between  Government  of  India 
and  Secretary  of  State,  1906,  Abrahams 

p.  139-43 

Reasons  for.  Abrahams,   713—4,  p.  94 ;  Howard, 

8256-8. 

Form,  securities  not  approved,  Howard       —p.  587 

Gold    or    rupees    may  be    held  as    circumstances 

warrant.  Smith  -  p.  616 

History  of,  Newmarch  p.  244-5 

Holding  of,  in  rupees  : 

Admitted   to  be  not  easily  comprehensible  to 
public,  Abrahams  784 

Correspondence  between  Government  of  India 
and  Secretary  of  State,  1906,  Abrahams 

p.  144-6 
Increase  of  paper  currency  reserve  and  abolition 
of,    disadvantages,   rupees    more    easily   ob- 
tained from  gold  than  from  paper  currency 
reserve,  Abrahams        ■  651 

Investment  in  shares  of  Centiul  Bank,  sugges- 
tion. Hunter  -  6500-2,  Gllb-l,  6948-53 
Lending  from,  not  desirable,  Barrow  3053—4,  3253 

Loans  from,  1906  to  meet  sales  of  transfers,  and 

purchase  of  silver  to  repay  : 

Correspondence  between   Government  of  India 

and  Secretary  of  State  re,  Abrahams  p.  151-2, 

p.  154,  p.  197,  p.  204,  p.  206 

Telegrams  between   "Viceroy   and   Secretary  of 

State,  1906,  Abrahams  147-51 

Maintenance   of,   unanimity   of    opinion   between 

Government  in  India  and  Government  at  home, 

Abrahams  -  654-5 

not  Necessary  if  sufficient  gold  available  for  pm-- 

chasing  silver,  Sundara  Iyer  -     8907 

Object  of,  to  supply  rupees  in  exchange  for  gold 

when  abnormal  demand  for  rupees,  Bhupendra 

Nath  Mitra  4639-51,4691 

not    Objected    to,   McBobert,   4026-32:    Dunbar, 

7892-4. 

not   Objected   to,    but  holding  of  silver  in  paper 
currency  reserve  would  be  preferred,  McLeod 

7244^6 
Policy  re,  correspondence  between  Government  as 
of  India  and  Secretary  of  State,  Abrahams 

p.  198-9,  p.  201,  p.  204-5 
Practice  of  meeting  biUs,  &c.  from,  Abrahams 

580-3 
Profit  on  coinage  of  rupees  credited  to,  Abrahams 

715-6 

Replacing  of  silver  in  excess  of  6  crores  by  sterling, 

proposal  of  Government  of  India  and  reply  by 

Secretary  of  State,  1909-10,  Abrahams      p.  185, 

p.  187 
Serves  much  the  same  purpose  as  addition  to 
paper  currency  reserve,  Abrahams  -  -  650-5 
Temporary  loan  from,  for  strengthening  of 
Treasury  balances,  correspondence  between 
Government  of  India  and  Secretary  of  State, 
1906,  Abrahams  -  p_  144-6 

Transfer  to  paper  currency  reserve  in  exchange 

for  gold  : 
Advocated,  Webb    -  6269-76,  p.  560 

Correspondence  between  Government  of  India 

and  Secretary  of  State  re      <■       p.  199,  p.  201 
Difficulty,  Barrow  -        -  3078-9,  3087-90 

no  Objection  to,  Le  Marchant,  7629-31 ;  Howard, 

8255, 8259,  p.  588. 
Question  of,  and  disadrantageB,  Abrahams 

785-91,  p.  94-5 
Used  on  several  occasions,  Abrahams       -  834r-7 
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Gold  Standard  'Reserve— oontimi^d. 

System    approved,   but     simplification     suggested, 

Howard     ...  .         .  p.  586 

Title  of  gold  reserve  preferred,  Webb  6038 

Transfer   of    gol(^  from    Treasury    to   currency  in 

England,  particulars  re  proceedings,  Abrahams 

571-5 

Transfer  and  retransfer  of  funds  between  London 

and  India,  1907-9  and  1908-11,  Newmarch  1571-6, 

p.  224 

would  be  Unnecessary  with  establishment  of  gold 

currency,  Webb        5305,  5752-6,  5802-10,  5835-8 

5874,  6039,  6127-40 
Use  of,  should  be  restricted  exclusively  to  maintain- 
ing exchange.  Boss  .  .     3646 
Use  of  sovereigns  to  buy  silver  and  keeping  of  silver 
in  India,  justification,  Abrahams         -  692-4 
Use    of,    for    reproductive    purposes,    suggestion, 
Hamilton   ■                                     .         .        2415-40 
would  be  Used  first  for  support  of  exchange,  gold  in 
paper  cuiTenoy  reserve  being  treated  as  subsidiary 
reserve,  Newmarch      -                             .        1384-91 
Use  of,  to  maintain  exchange,  1907-8,  Abrahams 

792, 1041-2,  p.  88,  p.  153,  p.  168 
Gfovernment  of  India,  greater  freedom  of  action  should 
be  allowed  to,  in  matters  of  local  concern,  Webb 

p.  570 

Government  departments,  brokers,  method  of  payment, 

Scott  2098-100 

GRAHAM,  Jambs  N.  -        -    4869-4955 

Balances   in   England,   unnecessarily  large  floating 
balances  undesirable  4898-905 

Oentbai,  oe  State  Bank  : 

Board  of  Dii'eotors,  Government  should  be  repre- 
sented, but  majority  would  be  representatives 
of  shareholders  4879-80 

Consideration  advocated  -         -         -     4872 ' 

Deposits,  question  of  attracting  treasure  from 
hoards    -  "      -  -  4885-8 

Functions : 
Advocated : 

Exchange  business  as  far  as  sale  of  Cormcil 
Bills  concerned,  not  general  exchange 

4876,  4889-91 

Loaning  of  balances  4873—4 

Management  of  currency     -  4875 

Purchase  of  silver  for  coinage  4943-5 

general    Banking    business    throughout   India, 

question  of  -  -     4877 

Government  control  would  be  necessary      -    4947 

Local  boards  in  separate  Presidencies,  suggestion 

4S81-2 

Nature  of,  would  be  a  new  departure  absorbing 

Presidency  banks    -  -  -     4880 

Reasons  for  advocating    -     4873,  4883,  4892,  4948 

Council  Bills  and  Transfers,  sale  : 

Allocation  over  year  according  to  what  might  be 
convenient  for  Government  and  public  desirable 

4896-7 
in  Excess  of  requirements,  not  advocated    4912-5 

Gold  cuebenct: 
Changing  of  gold  coin  should  be  always  possible 

4928 
Mohurs,  dies  prepared  for,  1835  4922 

10-rupee  and  6-rupee  pieces,  attempted  intro- 
duction, 1870  -  -  4922-3 

Gold  Mint: 
Advocated,  and  reasons  4919-26,  4930 

Sovereign  or  coin  identical  with,  in  weight  and 
fineness,  shoidd  be  coined  4920-1,  4924 

Gold   reserve   and   restriction  of   coinage  of  silver, 
desirable  -  4916-8 

Gold  Standard  Reserve  : 
Gold  in,  objects  of  -  4934-^1 

Location  in  London  approved     -  4931-2 

Lending  by  Government  in  India,  loans  to  Presi- 
dency banks  preferable  -         -  4906-9 

Loans,  issue  of,  in  India,  advocated  as  far  as  possible 

4910 

Paper  currency,  no  objection  to  -  4929 

Revenue,   surplus,   use   of,   for  development  works 
desirable  -         -         •         "        '  4901-4 


'GRAHAM,  James  N. — continued. 

Silver,  purchase  of,  for  coinage,  business  would  be 

better  carried  out  through  bank-  4943-5 

Sovereigns,  obtained  easily  in  India        -  4927 

Hambro,  B.  A.,  note  by,  re  establishment  of  central 
bank,  Abrahams  -         -         -         •        -  p.  357 

HAMILTON,  Sib  Daniel  Maokinnon  ■     2273-2561, 

p.  518-536 
Agriculture,  need  for  financial  system  for  encourage- 
ment of ,  and  scheme      -     2480-5,  p.  524-6,  p.  527 
Balances,  high,  no  objection  to       -  2278-9 

Banking   in   India,   defect,  no  provision    made    for 
financing  agriculture,  and  need  for      -         2480-5, 

p.  524-6,  p.  527 

BoEEowiNG  BT  Government  : 

Question  of  effect  on  exchange  -  2423-9 

Scheme  2292-305,  2394-401,  2436-7,  2352-3, 

2468-75,  2508-28,  p.  519-20 

Central  or  State  Bank,  not  necessary  2459 

Co-operative  Credit  System  : 
.  "  Co-operation  in  India,"  by  S.  H.  Freemantle 

p.  530-6 
Development,  need  for  2483-5,  p.  524-6,  p.  527-8 
Need  for  men  to  develop,  and  scheme  2484,  p.  525, 

p.  528 

Council  Bills  and  Telegraphic  Transers  : 
Sale  of  : 

in  Excess  of  requirements,  advantages  2546-52, 

p.  521-2 

Goverament  should  sell  as  many  as  trade  will 

take  -  -         p.  518,  p.  526 

at  Is.  U.  advocated        -        2411-3,  2477,  2538 

Total  capital  given  to  India  by,  and  loss  that 

would  result  in  absence  of  system        -  p.  522 

System  approved         -  2280 

Deposits  with  London  joint  stock  banks,   reply  to 

criticism    -  -        -         -  p.  518 

Duke,   Sir    William,   speech    of,    5th   March   1913, 

quoted  -        -  -     p.  519-20 

Exchange,    rate  of,  increase   above  Is.  4d.,  exports 

curtailed  and  gold  standard  reserve  weakened 

p.  527 
"Gamble  in  Rain  "  • 

Condemnation  of  system  2284-305,  2431-40, 

p.  519-20 
Explanation  2284-90,  2298-300 

Gold  : 

Balance,  increase  desirable  -         p.  520,  p.  528 

in  Circulation,  none  seen  in  Bengal    2407-8,  2542 

Export    to    India,   question   as   to  possibility  of 

preventing  -  2529-88 

Hoarded  or  in  circulation,  loss  of  produce  to  India 

from         2295,  2318-25,  2403-5,  2409-10,  2444, 

2473,  2476-9,  2488-92,  p.  521,  p.  522-3,  p.  527 

Holding  of,  by  Government,  to  interests  of  India 

p.  526-7 
Issue  in  exchange  for  silver  or  paper.  Government 
should  reserve  right  to  refuse  p.  523,  p.  527 

in  London,  use  of,  not  lost  to  people  in  India 

p.  527 

should  be  Used  for  development  of  India  rather 

than  for  lending  to  London  banks  and  financial 

houses,  and  scheme  p.  520-1,  p.  527 

Gold  Currency : 

Fowler  Committee  quoted  re  -         -  p.  523 

Government  should  discourage  use  of  2316, 2486-90 

Objections  to  2443,  p.  523 

Gold  Mint  in  India,  objected  to  2466-7 

Gold  Standard  Reserve  ; 

Bullion,  unnecessary  2387,  2414 

Investment  of  greater  portion  advocated,  interest 

to  accumulate  in  gold  coin  p.  519,  p.  527,  2386-7 

Location  in  London  advocated         2384-5,  p.  519, 

p.  527 
Strengthening,  advocated  -  -  -  -  p.  529 
Use  of,  for  reproductive  purposes,  suggestion 

2415-40 

HOAEDING-  OF   GOLD  : 

Increased  -         2441-2,  p.  523 

Question  as  to  extent  2406-8,  2540-2,  2553-4 
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HAMILTON,  Sir  Daniel  Mackinnon — continued. 
India    Office.    Finance    Committee,    suggestion    i-e 
constitution       •  2460-5,  p.  526,  p.  528 

Lending  by  Government  of  India  : 

from  Balances  or  paper  cuiTency  reserve  immaterial 

2454-6 

Government  bond  to  be  kept  as  pai-t  of  investments 

of  paper  cuiTency  reserve,  suggestion   2392—401. 

p.  521 

to  First  class  banks  at  1  per  cent,  under  London 

Bank  i-ate,  for  pui-poses  of  trade,  scheme  2368-81, 

2493-6,  p.  529 

Freely  to  first  class  banks,  when  required  to  finance 

trade,  advocated  -  2367,  p.  518-9,  p.  527 

no  Limit  suggested  as  to  amount  2445 

Security : 

not  Considered  important  2447-8 

PossibUity  of  banks  providing,  question  as  to 

extent  2497-503 

Short  loans  desirable  as  matter  of  business,  but 

not  necessary  for  safety  -  2449-53 

Lending  by  Government  in  London,  approved  only 

if  money  could  not  be  better  used  in  India  2281-2 

London  money  market,  condition,  importance  of,  to 

India  2309-12 

Notes,  Government  should  encoui-age  use  of    2313-5 

Papee  Cttbbency  Besebve  : 

Coined  silver,  lending  of,  to  Treasury  department 
when  required  by  trade,  suggestion  -  p.  529 

Gold  portion : 

in  Excess  of  amount  needed  to  encash  notes, 
and  use  of,  for  strengthening  gold  standard 
reserve  and  reproductive  purposes  advocated 

2306-12,  p.  528-9 
12  millions  in  hand,  being  difference  between 
gold  written  at  15  and  at  22  rupees  to  the 
sovereign         2306-8,  2331-6,  2429-30,  p.  521 
Use  of,  for  development  of  railways  and  irriga- 
tion, scheme  2306-12,  2326-66,  p.  529 
should  be  Held  partly   in  London  and  partly  in 
India  -         -  p.  527 
Investment  portion  of,  decrease,  and  loss  to  India 
from                                                      p.  521,  p.  527 
Silver,    sufficient    must    be     kept    in    hand    for 
encashment  of  notes  and  rest  lent  out  at  interest 
to  Treasury  balance  department      -       2388-91, 

2526,  p.  519,  p.  527 
Pbesidenct  Banks  : 

Board,    representation    of    exchange    banks   and 

Government  on,  suggested  p.  526,  p.  528 

Linking  up   of,  with   co-operative   credit  system, 

advocated  -         -  -  p.  526 

Rupees,  coinage    of  avei-age  number  required,  and 

little  more  every  year,  advocated     2555-61,  p.  529 

Taxation,  increase  desirable  for  good  of  the  people 

2382-3,  p.  518-9 

Hamilton,  Rt.  Hon.  Lord  George : 

Despatch  re  gold  standard  i-eseiTe  and  investment  of 
paper  currency  reserve,  13th  October,  1900, 
Ahralmms  -  p.  126-8 

Despatch  to  Governor- General  of  India  in  Council, 
4th  May  1899,  objecting  to  proposal  re  temporary 
loans  to  Presidency  banks  at  less  than  Bank  rate, 
Abrahams  p.  62-4 

Despatch  re  loans  to  Presidency  banks,  4th  May 
1899,  Abrahams  -  p.  2 

Hoards : 

by  Agricultiu'al  classes,  Fraser  2949-50 

Attracting  of  money  feom  : 

Attempt  should  be  made,  and  education  of  people 

advocated,  and  suggestions,  Beid  7317-21, 

7389-94,  7490,  p.  575-6 

Causes,     Webb,    6282-5 ;  Le    Marchant,    7642-3 ; 

Sundara  Iyer,  8939-41. 
by  Central  Bank : 
"Anticipated,   Hunter,     6579-87;     Beid,     7390, 
7490-4. 
not  Likely,  McLeod         -         -  7095 

Question  of,  Graham       •  4885-8 

Co-operative  credit  system  tends  to,  Fraser, 
2972-5;  McBobert.  4082,  p.  548;  McLeod, 
7047-9  :  Beid,  p.  575. 


Hoards — continued. 
Atteacting  of  money  feom — continued. 

by  Extension  of  banking  facilities  more  probable 
than  by  establishment  of  gold  mint,  McLeod 

7033-5 
by  Gold  mint,  see  under  BuUion  for  coinage  under 

Gold  Mint. 
Issue  of  railway  debenture  bonds  might  help,  Beid 

7413-4,  7423-4,  p.  575 

by  Issue  of  loans  in  India  : 

not  Anticipated,  McBobert,  4080-1 ;  Simter,  6357. 

Probable  if  people  educated,  Beid  7435-7 

Difference    between     i-upees     and    sovereigns     not 

realised  by  some  of  poorer  type,  Fraser       -     2950 

Explanation  of  nature  of,  and  reason,  and  decrease 

anticipated   as  education   advances  and    railways 

constructed,  Webb  -         -         5786,  6306-7 

Extent    of.    Smith,    p.    615-6;  Hamilton,    2406-8, 

2540-2,  2553-4 ;  Howard,  p.  584. 
Gold  gradually  displacing  silver,  Bhupend/ra  Nath 

Mitra,  4672 ;  Hunter,  6480. 
Gold  in,  would  not   support   exchange  in  time  of 

crisis.  Barrows,  3075 ;  Dunbar,  7920-1. 
Hoarding  would  result  from  gold  currency,  Beid 

p.  574 
Impossibility  of  estimating  how  much  would  go  into, 

if  gold  cun-ency  established,  Barrow,  3094. 
Increasing,    Hamilton,    2441-2,    p.    253 ;     Toomey, 

2615-6,  2950. 

Melting  down  of  sovereigns,  extent  of  practice,  and 

reason,  Abrahams,  1132 ;  Hunter,  6862  ;  Sundara 

Iyer,  p.  624-6. 

Natives    gradually    investing     more    in    securities, 

Fraser        -  ■  2948-9 

Question  of,  McBobert  -  3975,  p.  548 

Reasons  for,  and  laws  of  succession  and  inheritance  a 

cause.  Hunter,  p.  694,  6490-1 ;  Sundara  Iyer,  8938. 

Reasons  for,  and  decrease  not  anticipated,  even  with 

advance  of  education,  &c.,  Sundara  Iyer         8999- 

9003 

Removal  of  tax   on   silver  bullion  might   possibly 

.stimulate    hoarding   of    silver    instead    of    gold, 

Newmarch  ■  -  1422-3 

Sovereign     of     certain      dates     specially     popular, 

Abrahams  -  -  674 

Strong  inference  that  gold  put  out  goes  into.  Hunter 

p.  594 
Temptation   not   increased  by    excess  of  rupees  in 
circulation  relatively  to  gold  coins,  McLeod     7173 
10  rupee  piece  would  encourage  hoarding,  McLeod 

7171,  7193,  p.  598 

possible  Tendency  to  hoard  gold  cuiTency  in  case  of 

crisis,  Webb  .-         -        5812-26 

Holden,    Sir   E.   H.,  Bart.,    quoted    re   advantages   of 
State  bank,  Abrahams  -  .         .  p.  342 

Home  charges: 

Definition,  Newmarch  1465-8 

Suggested  payment  of,  through  medium  of  certain 
Indian  banks,  objection  to.  Boss     -      3614,  p.  544 
Hong    Kong    and    Shanghai    Banking     Corporation, 
objection    to    relaxing    restrictions    on    Presidency 
banks,  1904.  and  London,  Abrahams  -      p.  491-3 

HOWARD,  H.  F.,  CLE.,  I.C.S.,  Collector  of  Customs, 
Calcutta  -         -  8122-8431,  p.  576-591 

Agriculture,  statistics,  1899-1900, 1909-10    -  p.  583 
Balances  : 

Close  budgeting  impossible  and  dangerous  in  India 

8281-2 

High: 

Causes  -         -  8123-52,  p.  576-8 

Justification  for  8156-9,  8176-8,  8280,  p.  578-9 
Location  in  London,  justification  for  p.  579-80 
Reduction  of  amounts  borrowed,  or  discharge  of 

temporary  debt,  might  have  been  possible  earlier' 

8126,  8158-9,  p.  577 
Use  of,  for  paying  off  debt  (other  than  temporary), 

objection  to    -  -  p.  578-9 

Budget  : 

Preparation,    communication     between     Finance 

Department  and  Secretary  of  State  8161 

Seciretary  of  State  not  misled  by,  or  induced  to 

borrow  excessively  8166 
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HOWARD,  H.  P.,  O.I.B.,  I.G.&.— continued. 
Budget  Tbae,  ohatstge  to  an  October  to  Sep- 
tember Tbae  : 

possible  Advant^e  but  careful  consideration  neces- 
sai7        -        -  ■       8153-5, 8382,  8386 

no  Insuperable  difficulties  that  ■would  outweigh 
advajitages      -         •  -         -  8882-6 

Question  of  impediment  to  Governor  coming  down 
to  plains  ...  .  8315 

Rough  budget  for  six  months  suggested  for  trans  ■ 
sition  stage     -  -  8273-7 

Obnteal  ok  State  Bank: 

Head  office,  possible  difficulties  re  -  p.  581 

Opinion  would  depend  on  scheme  8265-8 

Permission    to   Presidency  banks    to   borrow   in 

London  might  answer  purpose         -         -  p.  581 

Coin,  total  holding  in  India,  40  crores  suggested 

p.  589 

Council  Bills  and  Telegeaphic  Teansfees, 
Sale  : 

in  Excess  of  requirements,  advantages  to  Govern- 
ment and  trade       -  p.  580 

Fixed  price  of  Is.  4ei.  irrespective  of  specie  points, 
not  advocated         -       _  -8269-72,8325-32 

below  Inward  specie  point,  additions  to  silver 
currency  by,  procedure  approved  8361-3 

below  Is.  M.  reply  to  criticism  8271-2 

at  Is.  4:id.,  gold  not  kept  from  circulation  in  India  by 

p.  585 

CUERENCT  • 

Government  should  aim  at  being  in  position   to 
supply  form  in  demand  -         -         -  8205.  p.  584 
Increase,  methods       -         -         -  8366-81 

Principle  of  giving  the  public  what  they  desire, 
believed  to  be  acted  on  -  8221 

Standard  nominally  a  gold  one,  and  currency  con- 
ducted largely  on  lines  of  exchange  standard 

8345-50,  p.  586 
Exchange : 

Crisis,  free  issue  of  gold  in  India  during,  valuable 
as  supplement  to  sale  of  sterling  bills  on  London 

8218-9,  8302,  p.  586 
Gold  in  reserve  more  valuable  than  gold  in  circula- 
tion       -  -        -         -  8211-7 
Exchange  banks,  interests  not  confined  to  India 

^  8180-3 


Export  trade,  extension  desirable 


p.  582 


Gold: 

Issue  in  exchange  for  silver.  Government  should 
aim  at  always  bemg  in  position  to  redeem  p.  586 

Question  whether  gold  would  come  back  from 
circulation  for  export  in  crisis  -     8220 

Gold  Cuebenct  : 

some  Advantage  in,  that  liabilities  of  Government 

for  redemption  of  rupees  would  decrease     8206 

Encouragement,  no  special  steps  advocated  8224-6, 

8291 

Tnpvease  * 

possible  Advantage  in  preventing  rise  in  world's 
prices  -  "         "  -  p.  586 

Reserves  would  cease  to  increase  8207-10 

not   a  Necessary  concomitant  of  gold  standard, 

but   endeavour  should  be  made  to  meet  any 

demands 8223-6 

Paper     currency    with     gold     in    reserve   more 

economical,  but  extension  of  gold  at  expense  ot 

notes  not  suggested  _  ■        '  ?•  f  ^^ 

Question  whether  note  circulation  need  be  mter- 

fered  with  by  increase  in  -  -  8287-91,  p.  586 
Rupees  may  be  interfered  with  to  some  extent 

10-rupee  piece  might  compete  T^th  W-rupee 
note  more  than  sovereign  does   -  8d9a-b,  p.  osn 

Gold  Mint  :  „„  „ 

Advocated  for  coinage  of  sovereigns        "     S-^-^^-f ' 

8323-4,  8399-401,  p.  585 

BulUon,  question  of  local  supply  from  ^^^^^^^^_^ 

BuUion  and  ornaments  might  be  attracted  from 
,        -,  ...        oaoU-41 

Ex^eriiU  should  be  tried         -  8229-30  8397-8 
ReLons  for  advocating       ■         -  ^f  ^' P"  gf 

Seigniorage  should  not  be  charged   8243-6,  p.  585 
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HOWARD,  H.  F.,  C.I.E.,  I.G. S.—ecmtinued. 

Gold  reseiTCS  in  India,  15  to  20  millions,  advocated 

p.  589 
Gold  Standaed  Rbseevb  : 

Amalgamation  with  paper  cuixency  reserve,  not 
advocated,  objects  of,  entirely  different,  and 
distrust  and  suspicion  would  be  roused    8283-4, 

p.  587 
Amount,  experience  of  1907-8  crisis  not  adequate 
standard         -  -  -         -  P-  587 

Diversion  of  funds  allocated  to,  to  railway  develop- 
ment, 1907,  not  approved        -  8260,  p.  587 
Form : 

Gold,  amount : 
Increase  advocated,  and  reason    -        8249-51 
Increase  gradually  to   10    and    15    millions 
desirable  -        -        -       8251-3,  p.  587 

Securities : 

Approved p.  586 

Securities  due  for  early  redemption  at  fixed 
date  desirable  ...  p.  587 

Location : 

in  India  of  portion  approved,  but  not  essential 
if  sufficient  mpees  and  sovereigns  held  in 
paper  currency  reserve        -  -p.  587 

in  London : 

Amount,  30  millions  preferred  -  p.  587 

Consideration   of,   as    possible    resource    for 
England,  no  importance  attached  to  sugges- 
tion -        -        -        -  p.  586 
of  Maiu  portion,  approved  -  8254,  p.  586 
25  millions  should  be  regarded   as  minimum, 
and  adequacy  considered  when  sum  reached 

p.  587 

Management,  want  of  confidence  in,  by  public, 

caused  by  action  of  Government  diverting  funds 

in  1907  :  -      8261-3  p.  587 

Statutory  regulations  not  necessary  at  present 

8262-4,  p.  587 
Subsidiary  branch  in  India  (silver) : 

Approved        -  -        -        -  p.  587 

Form,  securities  not  approved  -         -  p.  587 

Reason  for  -  -  8256-8 

Transfer  to  paper  currency  resei-ve  in  exchange 
for  gold,  no  objection  to       8255,  8259,  p.  588 
System  approved,  but  simplification  suggested 

p.  586 
Hoarding  of  gold,  question  of  extent      -        -  p.  584 
Indian  Banks,  clearing  house  figures,  1907-12  p.  581 
Indian  debentui-es,  appreciation  in  securities  of  large 
port  trusts,  &c.  -  p.  581-2 

Irrigation,  statistics        -         -         -         -p.  583 
Jute  cultivators,  Eastei-n  Bengal,  silver  preferred  by, 
to  gold  or  notes  -        -  8393 

Lending  by  Government  in  India  : 

should  be  Confined  to  Presidency  and  (if  desired) 
to  Exchang  banks  ...        -  8172-4 

Demand  would  probably  be  very  small        -  p.  579 
previous  Discussions  re       -         -'  -     8169 

to  Exchange  banks,  no  objection  to  p.  579-80 

to  Firms  and  institutions  other  than  banks,  not 

advocated P-  580 

from  Treasury  balances,  not  objected  to     -     8186 

Loans,  issue  by  Government  in  India: 

Increase   possible  to   certain   extent,   but  Indian 
market  limited  as  compared  to  London   8200-2, 

p.  582 
Policy  to  place  as  much  as  possible  in  India  8202 
Taken  up  mainly  by  banks  -        -        -    8200 

Loans,  issue  of,  in  London: 

Net  amount  of,  1909-10  to  1912-13,  and  provision 

for  railway  programme  -         -  p.  578 

Renewal  of  bills,  question  whether  Government  of 

India  consulted       ....  8164-5 

Notes:  ., 

Encashment,  if  present  arrangements  inadequate 
improvement  should  be  considered  -  8298 

Encouragement  of,  steps  taken  approved         8292 
Increase  in  circulation,  1909-13  -        -  p.  589 

Net  circulation,  1909-10, 1910-11, 1911-12  p.  590 
Opening  of  additional  currency  offices,  approved 

9294 

Opium  rey^nue,  delibera,te  uader-estiinating  8128-34, 
*  1  p.  577 
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ROYAL   OOMMISSION   ON   INDIAN   FINANCE   AND   CURRENCY  : 


HOWABD,  H.  F.,  CLE.,  I.C.S.— continued. 
Papbb  Curebnct  Resebtb: 
Fiduciary  portion : 

Increase  desirable 8189 

Increase,  no  limit  suggested,  oiroumstances  of 

the  time  should  be  considered      -  8191-2 

Loans  from: 

possible  Advantage      -        -        -         -  p.  590 

Objection  of  Sir  Clinton  Dawldns  to    8194-5, 

p.  590 

Question  -whether  demand  for,  would  coincide 

or  not  with  period  of  greatest  demand  for 

encashment  of  notes  8196-9 

as  Temporary  investment,  suggested  8187-93 

Grold  portion :  " 

Accumulation  as  result  of  limiting  Council  bills 

to  certain  extent  -        -  8356-7 

in  India : 

Amount,  11  to  16  millions  suggested    -  p.  689 
Desirable  -        -  -        -  p.  588 

in  London : 
Amount,  5  millions,  suggested    -        -  p.  588 
Justification  -  p.  587-8 

Investment : 

Government   3^   per   cent,    mpee    paper   until 
rupee  investment  reaches  Rs.  15  crores  sug- 
gested        -  -        -      8402-5,  p.  590 
Increase  to  20  ci'ores  in  near  future,  suggested 

p.  589-90 

Issue    direct    to    paper    cun-ency    department 

suggested    -  -  -  P>  590 

Rupee  paper  preferred  -  -  p.  590 

Silver  portion,  policy  approved  -         -  p.  587 

System  approved,  but  simplification  suggested 

-p.  586 

Use  of,  as  supplementary  to  support  exchange,  no 

objection  to  if  primary  object  of  secured  p.  588 

Post    OfSce    transactions,    statistics,     1900-1  -and 

1910-11  '-  -  p.  583 

Pebsidenct  Banks  : 

Deposits,  gro-wth,  1870, 1890,  1910  -  p.  581 

Loans  to : 

no   Demand  recently,  possibly   owing  to   loans 

being"  only  at  Bank  rate       -        -        8169-76 

Demand,  question  as  to  extent         -  8171 

no  Objection  to,  but  demand  would  probably  be 

very  small  ■  -         -         -  p.  579 

as  Payment  for  service,  siiggested  -  8176-7 

Power  to  borrow  in  London  : 

Absence  of,  not  at  present  a  serious  defect 

8178,  8316-7 

might  be  Useful  -        -     8178-83,  p.  581 

Provincial  Governments,  grants  to,  underspending 

and    question"  as   to   statement   in  stateiilent   of 

accounts    -  ...  8143-8 

Railways  : 

Earlier  information  to,  of  amount  to  be  spent, 
question  of     -         ■  -        8139-^0 

Expenditure,  continuity  made  possible  by  high 
balances  -        -        -     8167-8,  8210,  p.  578 

rive-yea,rly  programme  for  expenditure  irrespec- 
tive of  allocation  from  balances,  proposal  not 
considered  practicable  in  present  cu-oumstances 

8278-9,  8406-13 
Lapsed  grants  : 
Earmarking  of,  suggested       -        .  .       8140-2 
Question  has  been  considered  several  times 

8414-6 
Re-allotment,  question  should  be  considered 

8285-6,  8309-14,  8417-25 

Over-certifying  indents,  system  -        -    8140,  8314 

Railway  Board  and  policy  of  borrowing  five  years 

ahead  in  London,  question  of  -        -       8426-31 

Statistics  of  mileage  and  traffic,  1900  and  1910 

p.  583 
Three  years'  provisional  programme  formerly 

8407-9 

Underspending,- and  causes        i        -  8136-8 

Revenue  surplus,  possibility  of,  would  be  brought 

to  notice  of  Secretary  of  State  8160-3 

Rupees : 

Coinage : 

Cessation  of,  in  1907,  policy  approved     -  p.  591 
.  -since  1899,  not  excessive  -         -  p.  591 


HOWARD,  H.  F.,  CLE.,  I.C.S.— continued. 
Rupees — contivMed. 

Fixity  of,  at  1«.  4c?.,  financial  position  of  Indian 
Government  ameliorated  and  trade  assisted 

8203-4,  p.  582-3 
Limitation  of  legal  tender,  not  likely  to  be  war- 
ranted ia  near  future       -  -  p.  591 
Refusal  to  give,  in  exchange  for'  sovereign^,  not 
Kkely-to  be  wan-anted  in  near  future      ■  -  p.  691 

SiLVBE,  PUECHASE   OP  : 

Payment  by  sale  of  Council  bUls,  1912,  increase 
of  total  currency  in  India  would  result,  and 
question  of  increase  had  payment  been  made  by 
gold  in  reserves  -         -  8372-81 

Regular  purchase  every  year,  difficulty        -  p.  591 

Absorption    by    public,    1910-11,    1911-12,  and 
.  1912-13  -         -  -         -p.  589 

Absorption  by  public  and  balance  in  paper  cur- 
rency reserve  in  India,  1910-11,  1911-12, 
1912-13  -  -  p.  585 

Extent  of  use  -  -  p.  584 

Refusal  of  Currency  Department  to  issue,  from 
1908  to  1910  or  1911,  position  has  been  criti- 
cised as  one  of  weakness  -  8333-8 
Refusal  of  Government  to  issue,  in  order  to  build 
up  their  reserve,  question  as  to  whether  people 
would  complain      -                                   8339-44 
Suitability  of,  for  India               -     8387-96,  p.  684 
Supply  from  Australia                                    8326-9 
Standard  of  living,  improvement    -         -         -  p.  583 
Trade,  manufactured  goods,  decrease  in  imports  and 
increase  in  exports,  1879,  1882,  and  1907-8  p.  583 
Hundis,  discounting  of,  by  Bank  of  Bengal,  McMobei-t 

407-36 

HUNTER,  William  Beenaed  :  6312-6991  p.  591-5 

Agriculture,,  high  rates   of  interest  paid  by  small 

cultivators,  owing  to  being   in   hands  ■  of  native 

moneylenders     -        -        .  .  6920-4 

Balances  .- 

High,    diie    to    unusual    circumstances,  and   no 

complaint  made      -  '      -         -         .         .     6364 

in  London,  no   objection  to,  as  plenty  of  money 

left  in  India  ----..    6336 

should  be  Put  at  disposal  of  market  (English  or 

Indian)  most  in  need  of  reb'ef  .         -p.  592 

Bank  rate  in  England,  importance  as  regards  Indian 

trade  -        -         .         .  6615-21,  6967-9 

Bane  bate  in  Iniha: 

Fluctuations  caused  by  inelasticity  of  currency 
accentuated  by  withdrawal  of  sums  by  Govern- 
ment     -  -  -  p.  594 

High,  causes      -  .  .6624-32 

Centeal  oe  State  Bank  : 
Advocated,  and  reasons     -  6492-5,  6538-44,  6364, 

6656-76,  p.  596 
Amalgamation  of  Presidency  banks:     ■ 

Advocated  and  advantage  in  case  of  crisis  6498, 

6669-75,  6723 
no  Movement  towards,  known  of  6630-4, 6662-3 
certain  Amount  might  be  attracted  from  hoards 

6679—87 

Area  not  an  insuperable  difficulty  6566-7,  6767-63 

Balance  sheet,  financial  strength  of  India  would  be 

more  apparent  from        -  .  6860-2 

Banks  would  be  inclined  to  carry  more  investments 

in  balance  sheets  if  there  was  central  institution 

where  they  could  borrow  on  investments      6973 

central  Board,  power  of  veto  over  local  boards 

would  be  necessary  .        6740-51 

Boards,  question  of  constitution         -        6725-56 

Branches  should  be  opened  at  places,  with  head 

quarters  treasury  .         .         .  p_  595 

Capital : 

Bringing  of  relation  between  capital  and  reserve 

of  the  three  Presidency  banks  to  same  ratio, 

and  ofEering  shares  to  existing  shareholders  pro 

rata,  20  per  cent,  only  of  new  capital  to  be 

called  up,  proposal  not  objected  to        6571-8 

Dividends,  question  of  rate     -         -        6959-61 

Increase  to  10  millions  suggested,  and  possibility 

,     of  employing  -  6499,  6946-58,  6962^-3,  p.  595 
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HUNTER,  William  Bbenaed — continued. 
Central  of  State  Bank — ecmtinued. 
Capital — continued. 

Shares,  uncaljpd  liability,  not  advocated  6596-8, 

6990-1 
Taking  up  of  sliares   by  G-ovemment  through 
silver  branch  of  gold  standard  reserve,  sug- 
gestion   -        -        -  6500-2,  6775-7,  6948-53 
Estimated    capital    and    reserve,    liabilities    and 
specie  reserve,  and  comparison  with  Bank   of 
of    England,   Bank   of    Fi-ance,   and  Imperial 
Bank  of  Germany  6513,  p.  595 

Functions : 
Advocated : 

Assistance  of  agriculturists,  suggestions 

6799-804 
Control  of  paper  cui-rency   -  -  p.  595 

Exchange  business  for  Exchange  Isanks  6522, 

6525,  6789 

Lending      to     co-operative    credit    societies 

■within  certain  liniits         -  6588 

Sale  of  bills  -and  lending  out  of  balances 

6508-9 

Support  of  exchange  as  agent  of  Government, 

any  profit  to  belong  to  Government 

-:  6318-23,  6496-7,  6510-2 

Paper   currency.    Government   would    have   to 

receive  certain,  remuneration  -     6764 

all  Government  balances   in  India   and   London 

(excluding  gold    standard    reserve)    should   be 

deposited  with         6505,  6513-5,  6845-8,  p.  595 

Government  audit,  suggestion  -    6717,  6736 

trovernment    representation    at.,    suggested,   but 

not  essential,  and  responsibility  would  be  largely 

left  with  Government  6322,  6503-5,  6521, 

6535-7,  6716-22,  6769-70 

Government  should  be  guided  largely  by  advice 

of,  as  to  when  necessaiy  to  coin  fresh  rupees 

6526 

Local  boards   in  London,  Bombay,   and   Madras 

with  head  office  and  central  board  in  Calcutta 

advocated,  head  office  in  London  not  favoured 

-  6503,  6519-21,  6568-70,  6683-98,  p.  595 

London  Branch :  '  ' 

Control  question    -         -         -  6796-8 

would  be  Bssentiail  -  6778-9,  6825 

Lending  and  borrowing  by,  suggestions,  &c.  re, 

and  question  as  to  interference  with  exchange 

•  banks  •  6778-95 

Power    to    borrow    in    London    advocated,    and 

exchange  banks  not  likely  to  object  with  proper 

safeguards      -         -         -  ,-  6523-4 

Reasons  for  advocating       -         -         -         -     6825 

Reduction    of     expenditure    in    Government    of 

India's  Department  as  result  of,  question  of 

6766-9 

Council  Bills  and  Teansfees  : 
Object  of : 
to  Provide  funds  for  Secretary  of  State's  re- 
Quirements  now  of  secondary  importance 

6314,  p.  591 

to  Settle  balance  of  trade  and  reduce  movement 

of  "old  coin  from  Europe  to  India       6314-5, 

6819-24,  6826-40,  6872-8,  p.  591 

Sale : 

on  Abolition  or  restriction   to   actual   requu-e- 
ments  of  India  Office,  amount  of  gold  shipped 
to  India  would  increase,  and  subsequent  re- 
mittance home  -         -  6324-31 
Effect  on  amount  of  money  available  in  India 

6387,  6676-9,  6964-6 

Price  : 

Is  4d  should  be  absolute  minimum     6332-7, 

6589-610,  6883-9 

at  Is.  4<i^d.   (transfers)  and    Is.    id.  (bills), 

,     when  ■  impossible,  sterling  bills  should  be 

sold  in  India  or  London,  at  Is.  S^^d.  instead 

6338-47,  6546^8,  6589^610,-p'.  591 

Stoppage   of,  at  present  moment   (July  1913) 

advocated  -     --  -         ■  6883-4 

Unlimited,  how  provision  should  be  made  tor 

6348-52,  p.  592 

to  Unlimited  extent  at  rate  under  gold  point, 
desirable  at  present     -  6975-82,^.-591-2 


HUNTER,  William  Beenaed— cow^mwerf. 
Exchange : 

Contmuous  support  of,  by  Govemment  at  fixed 
point  of  Is.  4d.  desired  6338-43 

Crisis : 

Gold  in  circulation  not  available  for  support  in 

6450-3,  6970-2 

Gold    should    first    be    released     from     paper 

currency  reserve  and  then  securities  in  gold 

standard  reserve  realised     ■         -  ,       6443-9 

Issue  of  gold  in  India  should  be  stopped 

.    ^  6448-9,  6452 

Exphange   banks,  rates  for  sterling  bills  based  on 

London  rates      -  -  .        6615-21 

Gold  bars,  imported  into  India,  nature  of     6856-60, 

'  6862 

Gold  Cueeency: 

Advantages  of  paper  currency  over     -  6486-9 

Disadvantages  of  forcing  gold  into  cii-culatioh 

p.  593-4 
Extent  of  use  of,  in  Madras  6497-83 

Gold  Mint: 

Advantages  in  theory  -  . .         .     6470 

-  Bullion  for  coinage,  probable  difficulty  of  obtaining 

-    .  6471-3,  6861-71,  ;6a75^7^  p.  593 

Receipt  of  gold-  and  issue  of  rupees  in  exchange 

without  legislating  for  minting  of    gold   coin, 

suggested      -      .  -•   ;    -   :     -       6474^7,  p.  593 

Gold  Standaed  Reseeve  : 

Allocation  of  whole  profits  on  coinage  to,  should 
be  contiaued  indefinitely  -  6437-9 

Amalgamation  witli  paper  currency  reserve  not 
desu-able,  and  no  benefit  seen  -         -  6454-6 

Existence  of  reserve  desirable     -         -  6431 

Form : 

Gold:  ,         , 

Holding  of,  in  London  necessai-y  6435-6, 

p.  592 

Investment  of  whole  amount  appi-oved  when 

reserve  strong  in, gold       -       6440-3,  p.  592 

Securities,  no  danger  from  6443-9,  6451-2, 

p.  592 
Silyer : 
Holding  of,  in  India  necessary  6433-4,  p.  592 
Investment  in  shares  of  Central  Bank,  sugges- 
tion        -        -       6500-2,  6775-7,  6948-53 
Location,  approved    -        -        -        -  6432 

n^  HoA&DiNG  of  Gold  : 

Reasons  for,  and  Mahommedan  law  of  siiccession 

a  direct  cause  -  6490-1;  -p.  594 

Strong  inference  that  gold  put  out  goes  into  hoards 

p.  594 

Replacement  of  rupees  in  hoards  by-  -i'  -  -  -6480 

Indian  money  market,  4iiestic(n  of  ncmaeatidn.  with 

London  market,  and  reason  for  little  interchange 

of  capital  -  -        <      .-  '       6912-9 

Lending  by  Govbenment  in  India  ; 

Bank  rate  on  deposits  might  be  reduced       6896-8 
Demand,  question  as  to  extent  and  growing  demand 

anticipated-    -         -         -     6401-8,  6611-4,  6623 
to  Other  than  Presidency  banks  without  securities 

advocated,  within  reasonable  limits,  but  not  to 
-•.^private  firms    -  -      6394-400 

Proposal  not  contingent  in  establishment  of  Centi-al 

Bank      -         -        -  -  6662-8 

Question  as  to  risk  from  trade  depending  on 

6409-16 

Loans  issxtbd  by  Govbenment  in  India  : 

Class  of  people  taking  shai-es  6358-60 

little  Demand  on  part  of  small  people  at  present, 
but  might  increase  if  certain  difficulties  were 
minimised       -        -  .        ■.   -      6361-3 

Desirable,  if  terms  equally  favourable  and  even  if 
terms  higher  if  money  could  be  extracted  from 
hoards    r  -        -  6354-5 

for   Development   of   India,  approved  as  long   as 
market  can  take  up  secuiities  without  deprecia- 
ting -  -  -     6353 
Extent  to  which  possible,  question  of          6808-18 
Holding  of,  in  London,  extent    -      '   -  6814-6 
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Loans  issued  by  Goveenment  in  India — continued. 

Increase  might  be  possible  if  better  terms  offered, 

but  securities  would  be  depreciated     6561,  6818 

Increase  not  possible  to  any  material  extent  on 

present  terms  and  conditions  -       6356,  6559-60 

Loans  issued  by  Government  in  London,  attracting 

of  money  from  hoards  by,  not  anticipated  -     6357 

Madbas,  Bank  of  : 

Assistance  to  co-operative  credit  societies  -     6588 

6926-7,  6974 
Board,  constitution,  furlough,  &c.  6743-9,  6771-3 
Cash  balance,  minimum  -        -        6985-42 

Directors,  method  of   appointment,  remuneration, 
&c.  -         -  ...  6983-9 

Government   deposits,  percentage  to   capital  and 
reserve  •        -        -  -  6943—5 

Mints,  reopening  to  free  coinage  of  silver,  not  recom- 
mended,, but  recommendation  has  been  heard 

6879-86 
Notes  : 

Encashment,  opening   of  numerovis  agencies  for, 
without  undertaking  legal  obligation,  suggested 

6465-7,  6640-3 

Encouragement  of,  desirable       -  6702,  p.  594 

Encouragement    easier    by   Central    Bank    than 

by  Government       -        -        -        6656,  6805-7 

Steps  taken  to  encourage  use  of,  and  reasons 

6485-6 

Universalisation     of    higher    denominations,     no 

objection  to    -  ...  6468-9 

Paper  cueeenct  eeseeve  : 
Fiduciary  portion : 
Increase  to  40  per  cent,  of  total  circulation 
suggested    -        -  -        -        6457-64 

Lending  from : 

would  be  Advantageous,  but  would  not  have 

same  effect  as  State  bank     -     6364,  6541—4 

Advocated,   on   securities,   trade   bills   to  be 

included  -        6461-4,  6637-9,  6657-61 

Loans  would  be   most  required  by  trade  when 

reserve  most  able  to  give     -         -        6417-30 

Gold: 

if  Exchange  weakens  sterling  bills  on  London 
should   be   made   available,   instead   of   gold 

being  given  out p.  593 

Holding  of  practically  all,  in  London,  advocated 

p.  592-3 
Invested  portion,  elasticity  lacking  and  amend- 
ment of  Act  needed         -        -        -        -  p.  593 

Peesidbnct  banks  : 

Borrowing  in  London  should  be  permitted,  but  not 
dealing  in  exchange         -        -        6527-9, 6680 
Branches : 

Closing  of  reserve  treasuries   and  transfer   of 
balances  to,  would  be  advantageous      -     6377 
Government   guarantee,   no  inducement  except 
for  first  five  years,  and  then  unremunerative 

6378-86 

Holding  of  currency  chests,  system  -      6644-55 

Capital  and  reserve  and  private  deposits,  1898  and 

1913       -  -      6840^,  p.  594 

Deposits,  rates  paid  on       -        -        -  6891-5 

Lending  by,   in   India,  relaxation  of  restriction, 

advocated       -  ...  6681-2 

Loans  to : 

Advocated  without  security  or  interest  6368-76 
in  Busy  seasons  at  rate  offered  by  banks  for 
short  term  .fixed   deposits   would  be   advan- 
tageous         6391-3 

Power  to  borrow  in  London,  suggestion      6415-6, 

6928-34 
Relations  of  exchange  banks  with       -  6633-4 

RbSEEVB   TEEASTTEIES: 

Abolition  of  system  advocated    -         -        -  p.  592 
Closing  of,  and  transfer  of  balances  to  Presidency 
banks  would  be  advantageous  -        -     6377 

Rupees,  diflEerence  between  price  of  silver  for  coinage 
and  circulating  price  of  rupees  should  be  held  in 
trust  for  public  and  invested      -        -  6437 

SOTEBEiaNS  : 

Issued  in  Madras  in  10,0002.  at  a  time  only,  but  no 
real  difficnlty  in  obtaining       -        •        •    6478 


HUNTER,  William  Bbenaed— coreimwed. 
SoTEEEiGNS — continued. 

Melting  down  and  manufacture  of,  into  imitation 
coin        ...  ...     6862 

Receipts  at  currency  offices  larger  than  demand 

p.  593 
Sterling  bills  on  London,  scheme   -  6316-7,  6338-47, 

6546-58,  6589-610 
Trade,  methods  of  assisting,  in  time  of  stringency 

6899-911 
Income-tax,  as  appHed  to  natives,  objection  to,  Boss 

3719-20 

India  biUs,  surplus  balances  might  have  been  used  to 

pay  ofE,  McBobert  -  ...        3916-24 

India,  from  certain  point  of  view,  as  debtor  country, 

Barrow-  -         -         -  3096-7,3109-14 

India  Office : 

Balances,  see  in  London  under  Balances. 
Beokee : 
Appointment,  mode  and  period,  Badoek        1881-2 
Appointment,  joining  of  firm  approved  by  Secre- 
tary of  State  made  a  condition  of,  Scott  -     2071 
Commission  paid  to,  1893—4  to  1912-3,  Badoek 

1887,  p.  318,  p.  330 
Fully  in  touch  with  market,  Scott  2137-9 

Functions,  Seott  -         -        -  2072-4,  2133-6 

Increase   in   amount   and   responsibility  of  work, 
Scott       -        -  2106,  2129-32 

India  Office  has  first  call  on  time  of,  Badoek    1974 
Office  expenses,  Scott  -  -  -     2140 

Payment : 

AiTangements  and  justification  for,  Badoek 
1883-902,  1926-30,  1975-8,  1983-95,  2840-6, 

p.  311 
Former  systems,  Seott  -        -  2182-5 

Note  by  Lord  Inchcape  re,  Badoek  -  1887-8 

Particulars  re  method,  &c.,  Scott  2098-107 

on  Volume  of  business  instead  of  lute  of  interest 
earned,  question  of,  Seott     -  2175-81 

Whole  time  taken  up  by  India  Office  business,  Seott 

2126-8 
no  Business  can  be  placed  before  any  Committee  or 
before  Council,  and  no  member  of  Council  can 
take  part  in  business  of  any  Committee  unless 
requested  by  or  on  behalf  of  Secretary  of  State, 
Badoek       -  .  .     1955 

Cash  Teansactions  : 

September  1907  to  August  1908,  Abrahams  p.  106 
September  1907  to  December  1908,  Abrahams 

p.  92,  p.  104 
Summary,  1909-10  to  1913^,  Abrahams  p.  83 

Correspondence  with  National  Bank  of  India, 
Chartered  Bank  of  India,  Australia,  and  Chma, 
Hong  Kong  and  Shanghai  Banking  Corporation 
and  Mercantile  Bank  of  India  re  enlargement  of 
powers  of  Presidency  Banks,  1904,  Abrahams 

p.  491-8 

Deputy  Accountant-General,  note  re  advisability  of 

announcing  that  gold  shipments  to  England  are 

on  behalf   of  paper   currency  reserves,    not    for 

replenishing  balances  and  not  available  for  loan 

p.  136,  p.  288 
Disbursements,  question  as  to  possibility  of  reducing, 
Abrahams  -         -  -         •         -    p.  17 

Finance  Committee  : 

Chairman  a  City  member  for  last  30  years,  and 

present    chairman    appointed    by  Secretary  of 

State,  Badoek  -         .        .         .        .  1844-7 

City  members,  Badoek        ....     1343 

a  Committee  of  the  Council,  Badoek   -         -     1849 

Composition,  at  discretion  of  Secretary  of  State, 

and  mode  not  different  from  that  in  connection 

with  any  other  committee,  Badoek  1951-3 

suggested    re- Constitution,     Hamilton,     2460-5, 

p.  526,  p.  528  ;  Webb,  6112-20,  6253-6,  p.  569  ; 

MeLeod,  7069-70,  7099,  7127-35,  7214-6,  p.  598. 

Criticism  of,  Webb  .         .       6113-5,  p.  568 

Delegation  of  powers  to  Chairman  or  Chairman 

and  one  or  two  others  in  some  cases,  Badoek 

-r..s^  1849-50 

no  Difference  between  interests  served  by,  and  by 

Government  of  India,  Abrahams  -  -  853 
Indian  interests  not  sacrificed  to  London  interests, 

lie  Ma/rehant  ....         7684-8 
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India  Office — continued. 
Finance  Committee — continued. 

every  Indian  Finance  Minister  retiring  to  be  on, 
in  turn :        g. 
would  be  Advantageous,  Webb  -  6253-4 

Advisability  doubted,  Le  Mar  chant  -  7754-5 

London  experience  required  for  home  affairs,  and 
Indian  experience  for  Indian  affairs,  representa- 
tion of  Indian  views  desirable,  Le  Marchamt 

7679-83,  7772-80 

Presence  of  two  London  bankers  and  absence  of 

Indian  or  Anglo-Indian  banker,  or  experienced 

European     official     of     Indian      Government, 

criticised,  Webb       ...        p.  568,  p.  570 

Financial  Department: 

Checks  and  controls  adequate  in  present  system, 
Le  Marchant  -  -         . '   7814 

Criticism  of,  Webb  6113-5,  p.  568 

Financial  organisation  and  procedure,  criticism,  Webb 

p.  564-8 
Letter  to  Bank  of  England  re  holding  of  gold  portion 

of  paper  currency  resei-ve   -         -  -  p.  288 

Machinery,  results  satisfactory  owing  to  capacity  of 

the  men  working  it,  Le  Marchant  7808-9 

Means  exist  for  dealing  promptly  with  urgent  matters, 

Le  Marchant  ...  .     7813 

Means    of   obtaining    Indian   opinion    sufficient,   Le 

Marchant   ....  .  7815-6 

Member  of  Council,  term  of  appointment,  Badoch 

1848 
Payments,  memorandum  on  authority  required  for, 

and  system  of  control,  Badoch    -  p.  331-5 

Purchase  of  stores  for  India,  system,  Badoch  p.  831-2 
Statement  showing  balance  and  cash  transactions  for 

each  day  in  1912-13,  Badoch       -  p.  319-27 

Store  Department,  mechanism  adequate,  Le  Marchant 

7811-2 
Indian  Currency  Committee,   1898-99   (Fowler   Com- 
mittee), report  of,  referred  to,  and  quoted       488-92, 
549-59,  803-24,  1080-1,  p.  11,  p.  87,  p.  340-1,  p.  523 

Indian  Money  Market : 

Agriculturists  would  probably  be  outside,  Abrahams 

166-7 
Connection   of   native  with  European,    question  of 

extent,  Abrahams,  163-7  ;  Beid,  7425-8. 
Connection  with  London  money  market,  question  of, 

Abrahams,  162-8,  240-1,  248-9,  1058-62 ;  Toomey 

and  Fraser,  2959-62  ;  Hvmter,  6912-9. 
no  Direct  relations  between  London  market  and,  but 

indirect  relations,  Cole         •  -  3347 

Letters  re  effect  of  dear  money  on   export  trade, 

Abrahams  -         -         -  -         -        P-  393-4 

Money  dear  from  November  to  March,  McBobert 

4195-9 
Stringency  in  busy  season  unavoidable,  Beid  7272-3 
Stringency    not    due    to   withdrawal    of    sums    by 

Government,  McLeod  7091-4 

Indian  Railway  Finance  Committee,   interim  report, 

1907,  Abrahams  ...  p.  156-7 

Interest,  Hates  of: 

Higher  in  all  comparatively  new  countries,  Smith 

8602 
Higherthan  in  any  other  part  of  the  Empire,  Webb 

5347-55 

Irrigation : 

see  also  Railways  and  Irrigation  "Works. 
Statistics,  Howard  -        •        -         -         ■  P-  ^83 

Underspending,  Abrahams      .         -         -         -         76 
Use  of  money  in  hoards  desirable,  Beid  -  p.  575 

Joint  Stock  Banks  in  India: 

Borrowers,  classes.  Smith       ■         -  8850-3 

Capital  of  (excluding  Presidency  banks),  1863,  1900 

p.  433 
Depositors,  classes,  Smith      -         -        •  8S43-9 

Deposits  : 

1901, 1910,  Smith P-  6U 

Growth  of,  and  more  people  getting  in  touch  with 

banking,  iSwii/i.       -         -         -        -  8454-9 

Increase  and  question  as  to  adequacy  of   cash 

balances,  Fraser      ...         -        2868-71 

Position  of,  Abrahams P-  6 


Joint  Stock  Banks  in  India — continued. 
considerable  Reserves,  and  question  of  proportion  of 
amount  at  Presidency  banks  with  total.  Smith 

8681-92 

no  Sums  on  deposit  with  Presidency  banks  to  any 

important  extent,  Toomey  and  Fraser  -  2872-4 

Jute  cultivators.  Eastern  Bengal,  silver  prefeired  by, 

to  gold  or  notes,  Howard        -         -         -  8393 

Karachi  Chamber  of  Commerce : 

Address  in  favour  of  holding  substantial  portion  of 
gold  standard  reserve  in  gold  in  India,  and  of 
defining  nature,  &c.  of,  bv  statute,  Abrahams 

p.  195 
Letters,   1904  and  1,908,   re  proposed    increase  of 
invested  portion  of  paper  currency  reserve 

p.  270-1,  281 

Letter    to,    from   Government    of    India,    1899,   re 

relaxing      restrictions      on     Presidency     banks, 

Abrahams  -  ■  -  -  p.  358 

Letter  re  proposal  to  use  half  profit  on  coinage  for 

railway  purposes,  1st  October  1907,  Abrahams 

p.  174-5 
Keynes,    Professor    J.    M.,    extracts    from    "Indian 
Currency  and  Finance  "  by,  Webb  -         -       p.  566-7 
LAW,  The  Right  Hon.  Sib  Edwaed  : 

Minute  re  establishment  of  Central  Bank,  January 

1901,  Abrahams  ....     p.  428-38 

Minutes  re  Gold  Exchange  Fund,   1900,  Abrahams 

p.  114-21,  p.  123-6 
Opinion  and  policy  re  gold  standard  reserve,  Abrahams 

560-6,  p.  110-11 

Speech  re  bill  to  enable   use  of   gold   in  currency 

reserve  for  purchase  of  silver,  Newmarch     •     1666 

LE  MARCHANT,  F.  C.  -  -    7615-7853 

Balances,  policy  re,  approved,  but  alternative  of 
borrowing  more  largely  for  development  works 

7828-36 
Banking,  development  of,  would  be  advantageous 

7852-3 

Bills   in  India  on  London,  at  Is.  3||£Z.,  obligation, 

proposal  not  approved         -         .  7718-9 

Central  oe  State  Bank: 

Central     Board,    question     as    to    possibility    of 
obtaining  members  -         -  -      7798-807 

Difficulties  : 
re  Advances    ....  7704-6 

Branches  all  over  the  country,  possible  expense 
of         -  -        -         7667,  7700-4 

Nature  of  representation  in  London  7697-9 

Risk  of  interfering  with  existing  institutions 

7695-7 
Directors,  strong  dii'ectorate  would  be  necessary, 
and  question  as  to  possibility  of  obtaining 

7791-7 

Disadvantages  ....  7667 

Position,  difference  from  that  of  State  banks  in 

other  countries        ....        7756-61 

Purchasers  of   Council  bills  prefer   dealing  with 

Government  through  Bank  of  England         7715 

Question  of         -  -  7667 

original  Reason  for,  to  assist  Government  in  support 

of  exchange  policy,  no  longer  of  importance 

7781-9 

Risk    of    bank    becoming    another    Government 

Department    -  7668,  7707 

Secretary  of  State  and  Government  of  India  would 

not  be  entirely  relieved  of  responsibility  -    7668 

7709-12 
CoiTNciL    Bills    and   Telegbaphic    Teanspees, 
Sale  : 
below  or  above  Is.  id.  according  to  supply  and 
demand  approved  -  -        7716-24 

at  Is.  4-d.  only,  objection  to         -  7720-4 

Currency,  increase  by  coining  of  additional  rupees 
would  be  preferred  under  present  circumstances  to 
putting  additional  sovereigns  in  circulation     7820 
Deposits  with  banks   in  London,  witliout  security, 
approved,  and  equally  good  terms  would  not  have 
been  obtained  otherwise     -        -        -        7839-46 
Exchange : 
Crisis  of  1907-8  : 
Issue  of  gold  not  successful  in  supporting  ex- 
change       ....  7633-5 
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LE  MARCHANT,  F.  C.—contiimed. 
ExcHAlTGE — continued. 

Crisis  of  1907-8 — continued. 

Use  of  reserves  immediately  in  f  onn  of  sterling 

drafts  on  London  at  earlier  date  would  have 

created  a  better  feeling        -  7725-6 

Grold  in  circulation  of  less  value  in  supporting,  than 

gold  in  banks,  &c.  7646,  7652-5,  7664-5 

Gold,  large  amount  goes  into  India,  but  passes  out 

of  immediate  curreuey  7640-1 

Gold  bars,  import  formerly  when  any  degree  of  un- 

settlement  in  India  -  7664-5 

Gold  Cubkency : 

Effective  in  Piinjab,  Northern  India,  and  Bombay 

7644 
Fluctuations  in  extent  of  use  of  -  -  -  7645 
Pressing  of,  by  Government  not  advocated     7644, 

7821 
Return  to  centi-es  anticipated  -        7847-51 

Gold  Mint: 

special  Indian  coin  might  conflict  with  sovereign 

7666 
little  Importance  attached  to  -     7666 

Reason  for  Fowler  Committee  recommending 

7659-62 
10  rupee  piece  : 
woiiid  not  be  Available  for  export  on  favourable 
terms-  -  -  7843 

would  Compete  with  10  i-upee  currency  note 

7844 
Gold  Standard  Reseeve  : 

Amalgamation  with  paper  currency  reserve  : 

possible  Advantages,  but  difficulties  7626 

Possible  eventually,  but  uses  in  separate  systems 

7741-3 
Form : 
Gold: 

Aotxtal  gold,  idea  predominated  in  minds  of 
-      Fow'ler  Committee  -  7617 

Amount : 

Question  of     -  ■     '  7637-8 

not  Sufficient  if  no  gold  in  paper  currency 
reserve  or  easily  available  in  London 

7620,  7622-5 
Securities : 

a  Departure   from    intentions    of    Fowler 

Committee  to  certain  extent  7727-34 

future  Investment,  stocks  with   maturities 

wiser   than   securities   with    no    date   of 

redemption  fixed  -         -         -  7621 

Question  of  result  of    sale  of,  in  time  of 

crisis  -  -  7735-40 

Gold,  location  in  London,  necessity  for         7632-6 

Statutory   regulations,   not    advocated   tUl  wider 

experience  gained  -        -  7627-8 

Subsidiary  branch   in   India   (silver),  transfer  to 

paper   currency  resei-ve   in   exchange  for   gold, 

question  of      -  -        7629-31 

"Hoards,  question  of  circumstances  likely  to  attract 

gold  from  -         -         -  -  7642-3 

Indl*.  Office: 
Finance  Committee : 

Appointment  on,  of  finance  minister  on  resigning 
from  India,  advisability  doubted  -  7754-5 

Indian  interests  not  sacilficed  to  London 
interests  7684-8 

London  experience  requii-ed  for  Home  affairs, 
Indian  experience  for  Indian  affairs,  repre- 
sentation of  Indian  views  desirable     7679-83, 

7772-80 
Means  of  obtaining  Indian  opinion  sufficient 

7815-6 
Finance  Department : 

Checks  and  controls  adequate  in  present  system 

•  7814 

Means  exist  for  dealing  promptly  with  urgent 

matters  -        -  -  7813 

Machinery,  results  satisfactory  owing  to  capacity 

of  the  men  working  it  -         -  7808-9 

Store  Department,  mechanism  adeqtlate        7811-2 

Lending  by  Government  in  India,  to  Presidency  banks 

exclusively,  advocated  7671 

Lending  by    Government   in   London,   difficulty   of 

secuiities  '  -      "  -      '  -  -  7838 


LE  MARCHANT,  F.  C— continued.- 
Notes  : 

Encouragement  of,  preferable     -         -  7657-8 

Increased  use  of  -  7656 

PaPEE    CuEEENOT   RESfBEVE,  FlDirCIAET    POETION  : 

Loans  to  Presidency  Banks,  suggested        -     7673 
Proportion  of  minimum  circulation  Btfggested 

7674-8 
Peesdbnct    Banks,    loans     to,    dueing    bust 

SEASON  : 

Advocated  -  7669-71 

Amount,  question  of  -         -  -     7673 

Banks  could  take  bUls  of  merchants,  and  those  bills 

with   their   endorsement   woiild   be    reasonable 

security  -        -  -         -  7672 

from  Fiduciary  portion  of  paper  currency  reserve, 

suggested  -  7673 

Rupees  : 
Demand  for  gold   in   exchange  for,    question  of 

dependence   on  balance  of   trade  or  amount  of 

coin  in  circulation  7762-8 

Growth   of   circulation,  no   risk   seen   at  present, 

but  risk  dependent  on  circumstances        7648-51 
no  Redundancy  -  ■  7744-50 

Government  giving  gold  for,  limit  to,  on  approach 

of  crisis,  principle- cannot  be  laid  down     7751-3 

Russia,  exchange  system,  and  extent  of  analogy  with 

Indian  system  -  7689-94 

SiLTEfi,    PUECHASE    OP,    FOE   COINAGE  : 

Question  whether  Secretary  of  State  has  waited 

too  long  before  purchasing  7823-7 

Regular  purchases,  difficulty  7822 

SOTEEBIGNS  : 

a  Convenient  coin  for  considerable  number  of  com- 

mimity,  but  cannot  be  for  large  portion  -     7842 

Supply  when  desired  by  people  advocated,  except 

when  demand  evidently  only  in  place  of  bullion 

7645 
Lending  by  Government  in  England: 

Advantages  and  disadvantages,  Cole        -  3450-4 

Agreement  for,  copy,  Badock  -         -         -.       p.  314-5 

Amo\mt, :Eadock    -  .      1854-7, 1922,  1934-7,  p.  309 

Amounts,    system,    and    question    as    to    deciding 

minimum  amount   for  loan  (at    present  .50,0001. 

and  multiples),  Scott  -        -        2118t-25 

Approved,  Moss  -  -         -  3595 

Approved  only  if  money  could  not  be  better  used  in 

India,  Hamilton  -.        -        -  2281-2 

ApPEOVBD  BOEEOWBES'  LIST  : 

Enlargement,  so  as  to  include  some  foreign  banks, 
suggestion,  Fraser  -  2800-1 

Firms  on,  list  of,  Badock  p.  315-6 

Method  of  choosing,  Abrahams   -         -         -       533 
One  withdrawal  in  consequence  of  publicity  given 
by  discussion  in  Parliament,  Scott  -     2096 

System  and  procedui-e,  Scott  2091-5,  2115-7 

System,  &c.,  Badock  1839^3,  1851-3,  1956-7, 

2036-9,  p.  209 

Audit,  jBddocfe        ....      1903-4,  p.  311 

below  Bank  rate,  CoZe  -         -         -         -.    3420 

Bon-owers  practically  given  pei-manent  loans  at  rates 

payable  for  short  term  loans,  WeVb  5447-51, 

p.  552-3 
BoiTowings  and  repayments  since  1908,  Well  p.  552 
Cases  of  failure  to  pay  on  due  date,  Badock    1912-3, 
1998-2000,  2006-7,  p.  312 
Criticism  of  system,  Wehb      -  p.  551-3 

Indian  credit  not  damaged  by,  Cole         -         -     3360 
Instructions  to  broker,  Badock  p.  310-1 

[ntEEBST  : 

Average  i-ate  of,  on,  in  each  month  in  1910,  1911, 
1912,  1913  (to  31st  May),  and  bank  rate  during 
corresponding  periods,  Badock         -        -  p.  328 

Close  rate  believed  to  be  obtained,  Badock  1965-6 

Low  rate  of,  Wehh      -        -         -      4985-7,  p.  552 

too  Low  sometimes '  from  point  of  view  of  main- 
taining discount  i-ate  in  London,  Cole        3348-9 

Protection  against  broker  accepting  wrong  rate, 
Badock 1931,1964 

Rate  of,  and  question  of  increasing,  Abrahains 

171-6 

Responsibility  rests  with  broker,  Badock   1879-80, 

p.  311 
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Lending  toy  Government  in  England — cmtinued. 
Interest — continued. 

Same  rate  obtained  from  all  borrowers  on  one  day, 

and  procedure  re,  BadocTe,  2030-2  :  Scott,  2158- 

74,  2186-20Cr 

Interest  realised  from,  gross  and  net  amounts  of, 

and  brokers'   commission,  1893-94    to    1912-13, 

Badoch  -         -  .         .  p.  318 

List  of  firms  and  amounts  lent,  1912,  Wehh    p.  551-2 

Making   of,   direct  by  India  Office,  on  some   such 

principle  as  sale  of  Council  Bills,  suggestion,  Smith 

8593-4,  8822-4,  p.  617 

Maximum  total  amount  usually  able  to  be  placed, 

Badoch       ....         .      2033-5,  p.  312 

Method  of  payment  of,  Badock  1862,  p.  311 

,    Money  sometimes  held  over,  to  obtain  better  rate, 

Badoch       -  -  -  2031 

Objection  to  system,  control  of  Bank   of  England 

over  money   market   may  be    weakened    by,  and 

market  rate  lowered,  Cole  -  3348-59,  3372-3, 

3427-30,3463-78 
no  Objection  to,  MoBohert  -  -  -  -  3929 
at  Par  on  Indian  railway  debentures,  Badoch  1923-5 
Period,  and  question  of  extension,  Scott  -  2149-57 
Period  and  system  of  fixing,  Badoch  1858-9,  1933, 
1996-2000,  2005,  p.  309-10 
Procedure  iii  case  of  failure  of  a  borrower,  Badock 

2001^,2009 

after  Provision  for  all  special  liabilities  foreseen,  rest 

distributed  evenly  over  each  business  day,  Badoch, 

2014 
when  Rates  high  in  India,  criticism  not  unnatural, 
Newmarch  -         -         -       ,  1362-3 

Securities  : 

Authorised  for  acceptance,  list,  Badock       1860-9, 

p.  310 
Colonial .  securities,  inclusion  of,  considered,  to  be 
against  iftterests  of  British  Grovemment,  Cole 

'  3365 

Confining  of,  to  securities  registered  at  Bank  of 

England,  reason  for,  and  difilculties  otherwise, 

Scott       -         -         -         -         -  2083-90,  2144-8 

Difficulty  of  obtaining  authorised  ,  Le  Marchant 

7838 

Difficulty  owing  to  large  amount  of  money  to  be 

lent.  Cole  ■  -        -_    3423 

Extension,  business  would  be  somewhat  facilitated 

-       hj,  Scott      ;    ,         -        -         -         -  2147-8 

Increase,  question  of,  Badoch  -        1919-21 

;  India  debentures,  explanation,  Badoch         -     1980 

India  sterling  bills  as,  case  of ,  Wehh   -        -  p.  553 

Letters  to  ■  feajik   of   England   and  broker  giving 

instructions  re,  Badoch      -    1893,  1913,  p.  812-4 

list  sufficient  in  normal  times,  Scott  -  2083-4 

Market  more  limited  now,  Badoch       •  2034-5 

Other  than  those  registered  at  Bank  of  England, 

question  from  point  of  view  of  Bank,  CbZe  3507-9 

Particulars  re,  1912, 1913,  on  certain  dates,  Badoch 

p.  317 

Reason  for  certain,  being  taken  at  par  value  and 

others  at  market  value,  Badock,  1870-1,  1923-4, 

1958-63,  1980-82;  Scott,  2075-6,  2108-11. 

Taken  at  par,  no  change  advocated,  Scott    2079-82 

Taking  of  Indian  at  par  value  and  British  at  market 

value,  considered  bad  business.  Cole  3361-5 

for    Short,    periods    criticised    and    longer    periods 

advocated,  Wehh         -  '      -  4988-90,  5197-8 

Small  amount  sometimes  remains  unlent  for  short 

time,  Badock       .         ■         -  1855-6 

Statement    showing    transactions  for  each  day  in 

1912-13,  Badoch         -         -         -         -     p.  319-27 

Temporary  abstention  from,  might  help  rate,  Cole 

^       '  3421-2 

Timing  of,  to  prevent  public  criticism  of  borrowing 

money  to  meet  payments  at  higher  rate  than  that 

received  from  loans,  question  of,  Badock     2013-24 

lending  hv  Q-overnment  in  India: 

Advocated,  McBobert,  p.    547;    Wehh,    4992-5001, 

5008-10,  5053-7,  5371-80,  6093,  p.,  554,  p.  569. 
Amount  available  for,  question  of,  Bhupend/ra  Nath 

Mitra         -         .         -  -  •    4508-19 

Amount  would  be  limited  as  difficulty  of  security, 

Toomey 2832-4 

Balances  not   available  for,  as  in  London,  but  no 

reason  against,  McBohert  -  3930-1 


Lending  by  G-overnment  in  Iniin— continued. 

from  Balances  or  paper  currency  reserve  immaterial, 

Hamilton  ...  .  2454-6 

from  Balances,  practicable  to  small  extent  but  not 

advocated,  and,  reasons,  Barrow  -    3046-7,  3051-2, 

'  3257-67 

Bank  rate  on  deposits  might  be  reduced.  Hunter 

6896-8 
Bank  rate  would  be  kept  down  by,  say,  a  10  crore 
loan  to  6  per  cent.,  Smi'i/i  -         -  8487 

TO  Banks  : 
Advocated,  Dunbar     -        -         -  7861-4 

at  1  per  cent,  under  London  bank  rate,  scheme, 
Hamilton  2367-81,  2493-6,  p.  527,  p.  529 

on  Security  : 
Advocated  at  6  per  cent,  when  bank  rate  above 
6  per  cent.,  McBohert  -        3933-56,  4048-57, 
4094-5,  4186-204,  4211-4,  4217-24,  4265-6 
Advocated,   below  bank   rate,   but   system    of 
tender  might  be  preferable,  Boss  -       3603-12, 
3700-7,  3725-7,  3886,  p.  543 
Suggestion,  Dunbar       7865-6,  7869-71,  7970-4 
Oeiitral  banking  institution  desirable,  and   sugges- 
tions re,  BeitZ     -         -         -         -  7274-9 
Class   who  would  benefit,  and   question  as  to    how 
far  cultivators  would  benefit.  Smith           8488-98, 

8836-42 
should  be  Confined  to  banks  at  first,  but   not   only 
Presidency  banks,  but  to  Presidency  banks   only 
would  be  better  than  not  at  all.  Smith, 

8470-1,  8474-81 

should  be  Confined  to  Pi-esidency  banks,  Toomey  and 

Fraser,   2797-8,  2943-7,  2991;    Bhvpend/ra  Nath 

Mitra,  4347,  4374  ;  Le  Marchamt,  7671. 

should  be  Confined  to  Presidency  and  (if  desired)  to 

exchange  banks,  Sb«'ar(?  -         -  8172-4 

Con-espondence    between     Bombay     Chamber     of 

Commerce  and  Government  of  India  re,  1888-9, 

Abraham,s  -         -  -         -  p.  36-41 

Criticism,  Wehh  .         .  .p.  565 

no  general   Demand   for,  telegram  from  Viceroy  to 

Secretary  of  State,  22nd  January  1913,  Abrahams 

p.  66 
Demand  might  arise  when  Government  less  able  to 
lend,  Beid  -  -  7301-3 

Demand,  question  as  to  extent^  Bhupend/ra  Nath 
Mitra,  2845-6,  2991 ;  Wehh,  4372,  5014-6,  5057, 
5389-90;  Howard,  p.  579;  Hunter,  6401-8, 
6611^,  6623 ;  Beid,  7269-71 ;  Smith,  8482-6. 

Dependence  of  Trade  on  : 

Anticipated   to   undue    extent,   Bhupend/ra   Nath 
Mitra     ■        -        -         -        -         4341,4353-4 

Objection  from  point  of  view  of,  not  agreed  with, 
Webb      -      ■  -        -        -        -        -         -     5017 

Question  of.  Hunter,  6409-16 ;  Beid,  7297-300. 

not  Desirable  in  opinion  of  colnmercial  men,  &c., 
Abrahams  -         -         -         -         -  -         97 

Difficulty"  in  case  of  Government  having  to  withdraw 
money  at  unexpected  times,  Abrahams-  261 

no  Difficulty  anticipated,  and  money  available  would 
be  limited  if  balances  reduced,  Webb  5289^96,  5199 

Disadvantages,  Abrahams  -  p.  6-7 

previous  Discussions  re,  Howard    •  8169 

Distribution  question,  Dunbar         ■  8080-2 

of  Excess  in  January;  February  and  March,  no  objec- 
tion to;  but  possible  difficulty,  Abrahams      353-60 

to  Exchange  Banks,  see  under  Exchange  Banks. 

Extract  from  Financial  Statement,  1889-90,  Abra- 
hams -  -    p.  48 

Extract  from  proceedings  of  Legislative  Council, 
January  1900,  Abrahams  -         -        p.  396-7 

Facilities  not  comparable  to  those  in  London,  New- 
march  -        -        -  1432-3 

to  Firms  and  institutions  other  than  banks  not 
advocated,  Howard     -         -         -  -  p.  580 

to  Firms.should  be  possible,  Wehh  5281-3 

First  three  months  oi  1913  would  have  been  suitable, 
Abrahams  -  -  ...       280 

not  very  much  Importance  attached  to,  Toomey  2992 

Issue  of  short-term  bearer  bonds  would  be  useful 
in  coimection  with,  Webb    ■        -  5292-4 

to  Large  extent,  on  security,  question  of  possibility 
and  value  of  securities,  Abrahams        141-4,  146-7 

Letter  from  Government  of  India  January  1901,  to 
Presidency  Banks  and  replies,  Abrahams  p.  442-57 
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Lending  by  G-ovemment  in  India — i-miinued. 

Letter  from  Govemment  of  India  to  Secretary  of 

State,  January  1900,  Abrahams  -  -  p.  402 

no  Limit  suggested  as  to  amount,  Hamilton        2445 

Loans   to  Presidency  Banks   preferable,  Abrahams, 

453-63 ;  Graham,  4906-9. 

Objection  to,   that   amount    of    balances   available 

would  be  uncertain,  but  advantages  might  possibly 

outweigh,  Barrow        3047,  3254-6,  3267,  3313-24 

to  Other  than  Presidency  Banks  without  seomities 

advocated  within  reasonable   limits,   but  not  to 

private  firms,  Hunter  -  -  6394-400 

should  be  from  Paper  Currency  Reserve,  as  balances 

a  fluctuating  item,  Smith  8499-501 

from    Paper    Currency    Reserve,   see    under   Paper 

Currency  Reserve. 
Power  possessed,  but  never  exercised,  Abrahams 

p.  6,  452 
to  Presidency  Banks,  see  wnder  Presidency  Banks. 
Proposals  of  Chambers  of  Commerce  re,  1899  p.  384, 

p.  385 

Procedure,  suggestion,  Smith        8698-703,  8825-35 

Proposal  not  contingent  on  establishment  of  Central 

Bank,  Hunter     -  6662-8 

Purposes,  Webb  6284-5 

for  Purposes  of  trade  during  short  period  of  the  year, 

would  be  advantageous,  but  Mr.  Bryce's  opinion 

against,  quoted,  Newmarch  1364-6 

Question  of,  Abrahams  96,  218-9,  450-1 

Question  of  effect  on  Indian  bank  rate,  Toomey  and 

Fraser  2847-53 

Rate  of  Interest  : 

1  per  cent,  below  bank  i-ate : 

Bank  of  Bengal  would  i-efuse,  as  unremunerative, 

Dunbar        -  -  7872-3,  8016 

Scheme,  SamiifoM,  2367-81,  2493-6,  p.  527,  p.  529 

4  per  cent,  advocated,  and  Bank  rate  would  never 

rise  above  6  per  cent.,  Dvmhar         7867-8,  7877, 

7984-6,  7999-8002,  8005,  8083-6 

6   per   cent,    advocated,   when    bank   rate    above 

6  per  cent.,  McRobert      -         3933-56,  4048-57, 

4094-5,  4186-204,  4211-4,  4217-24,  4265-6 

below!  Bank  rate  advocated,  but  system  of  tender 

might  be  preferable,  Ross         -  3603-12,  3700-7, 

3725-7,  3886,  p.  543 

Rates  obtained  for  Council  bills  might  be  reduced, 

Barrow  ....       3048-50,  3266 

Refusal  of  request  for  loan  of  50  or  100  lakhs  of  rupees 

on  security  of  Govemment  papers,  Reid 

7553^,  p.  571 
little  Risk  need  be  involved.  Smith  -  p.  614-5 
Sectjeities  : 

not  Considered  important,  Hamilton  -  2447-8 

Difficulty  not  contemplated  re,  McRobert,  4044-7  ; 

Smith    -        -  -      8693-7. 

Nature  of,  suggestions,  Webb      -     5011-3,  5292-^ 

Possibility   of    banks   providing,   question   as    to 

extent,  Hamilton    -  -         -      2497-503 

Question,  Jlfciio6er<    -         -         -  4087-93 

should  be  Required  from  private  borrowers,  from 

banks  should  be  dependent   on   circumstances, 

Webb      -        -  -    _  -  5302-7 

should  be  Required  and  question  as  to  nature  of. 

Smith     -        -  _      -        -        -  8472-3,  8812-21 

on  Short  loans  desirable  as  matter  of  business,  but 

not  necessary  for  safety,  Hamilton      -        2449-53 

State  bank  would  be  no  better.  Smith    -         8766-9 

Suggestions  re,  minimum  amount,  rate,  &c..  Smith 

8825,  p.  614 

BY  TbNDBB: 

Approved,  Webb  -  -        -     5200 

no  Objection  seen.  Smith  -        -  8870-1 

in  Times  of  presstire,  advocated,  McRobert      •  p.  547 

fi-om  Treasury  balances  not  objected  to,  Howard  8186 

Loans  to   help  trade,  and  to  earn  interest,  difference 

between,  Abrahams        -        •  430-5 

Loans,  issue  of,  by  Government: 

Explanation  of  system  and  policy  re,  Abraham,s  13-4 
More  could  have  been  raised  by,  if  better  price 

offered,  Webb     -  -  6165-9 

Question  of  effect  on  exchange,  Hamilton  2423-9 
Reduction  of  balances   by  suspendiag,   advocated, 

Webb  -        ■  4969-76,  5048-52,  p.  551 

Scheme,  Hamiltm,  2292-305,  2394-401,  2436-7, 

2352-3,  2468-75,  2508-28,  p.  619-20 


Loans,  issue  of,  by  Government  in  England : 

should  be  Avoided  as  far  as  possible,  Webb     •  p.  568 

Borrowing  3,000,000?.  in  London,  1912,  criticism  of, 

Webb  5381-8,  p.  553 

Consultation    between    Govei-nment   of    India  and 

Secretary  of  State  re,  before  opening  of  financial 

year,  and    more   frequent  communications  might 

be  desirable,  Bhupendra  Nath  Mitra  4594-6, 

4616-28,  4386-99,  4476-80 

Credit  of  India  not  declined  relatively  to  that  of" 

other  borrowers.  Cole  -  -     3371 

Criticisms,  Webb  p.  565-6 

Impossibility  of  raising  sufficient  capital  by,  Sundara 

Iyer  _  _  -_  8877-8,  p.  630 

Increase  of  issue,  anticipated  disadvantages,  Abrahams 

p.  18 

Increasing   difficulty,   and  question    as    to    reason, 

Abrahams  -         ■  15,  121-3,  202-7,  523 

Interest,  gradual  increase,  but  charges  will  decrease 

in  about  30  years,  Abrahams  -     24-5 

Loans  &c.  too   much   under    Govemment    control, 

money  would  be  more  readily  obtained  if  bigger 

facilities  given  for  private  enterprise  in  India,  Cole 

3552 
if  Money  required  on  a  large  scale,  loan  would  have 
to  be  issued  with  fixed  date  for  redemption.  Cole 

3368-76 
Monthly  returns  of  revenue  of   ComptroUer-Geneial 
supplied  to  India  Office,  Bhupendra  Nath  Mitra 

4391,  4476-8 
Necessity   of,   but    deci-ease    hoped    for   in   future, 
Newmarch  -         -  1337 

Net  amount  of,  1909-10  to  1912-13,  and  provision 
for  railway  programme,  Howard  -         -  p.  578 

1907-09  to  1913-14,  Abrahams  p.  67-73 

Quotations  for,  kept  down  by  knowledge  that  Govem- 
ment will  continue  to  borrow  annually.  Cole    3368 
Renewal  of  biUs,  question  whether  Govemment  of 
India  consulted,  Howard     -  -  8164-5 

Statistics,  1910-12,  and  comparison  with  balances  in 
hand,  and  criticism  of  policy,  Webb  5023-40,  p.  553 
Terminable  bonds,  possible  difficulties,  Abrahams  726 

Loans,  issue  of,  by  Government  in  India : 

more  Advantageous  than  borrowing  in  London  some- 
times, McJjeod  -  7054-5,  p.  598 
Advocated,  even  if  interest  slightly  higher  than  in 
London,  McRobert      -                  .  3991-4 
Advocated  as  far  as  possible,  Graham              -     4910 
Appreciation   recently   in   securities   of    large   port 
trusts,  &c.  indicate  possibilities  of,  Howard 

.  p.  681-2 

Attracting  of  money  from  hoards  by,  see  under 
Hoards. 

Class  of  people  taking  shares  in,  Bhupendra  Nath 
Mitra,  4440;  Hunter,  6368-60:  Howard,  8200- 
Smith,  8519. 

little  Demand  on  part  of  small  people  at  present,  but 
might  increase  if  certain  difficulties  were  minimised, 
Hunter  ....  6361-3 

smaller  Denominations  of  Govemment  paper  would 
be  useful,  Reid  .        .  7438-9 

Desirable,  if  terms  equally  favourable  and  even  if 
terms  higher  if  money  could  be  exti-acted  from 
hoards.  Hunter   -  .        .  6354-5 

for  Development  of  India  approved  as  long  as  market 
can  take  up  securities  without  depreciating.  Hunter 

X,  6353 

l!-ncouragement  of  pnvate  enterprise  in  India  desir- 

ahle,Ross-  3890,3899-903 

Endorsement    of    Govemment  paper,  system    and 

difficulties  from  point  of  view  of  natives,   and 

removal  of   difficulties  would    be   advantageous. 

Smith         -       8620-5,  8602-14,  8783-90,  8857-69 
Extension  of,  not  possible  in  expert  opinion  without 

reducing  market  price  of  mpee  paper,  Bhupendra 

Nath  Mitra        -        -  .         4400-3 

'Extent,  McRobert  -  .       4205-16 

Extent,  abeady  done  to  fullest  possible,  Bhupendra 

Nath  Mitra        -  ....     4855 

Extent  to  which  possible,  question  of,  Hunter 

6808-18 
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Loans,  issue  of,  by  Government  in  la6iia.—cmtinmd. 

Extent  to  which  possible  and  question  to  rate   of 

amount  raised,  Newmarch     1402,  1409-13,  1461-4 

Holding  of,  in  London,  extent.  Hunter  6814-6 

Increase  or :    ^ 

in  Coui'se  of  year,  inconvenience    of,  Bhupendra 

Nath  Mitra  -  .  4597-602 

Desirable,  Fraser        -  .  2952-4 

Difficulty,  Newmarch  -  1338-40,  1407 

Possible,  to  certain  extent,  bvit  Indian  market  limited 

as  compared  to  London,  Howard    8200-2,  p.  582 

Possible  to   some   extent,    and    suggestion   as    to 

amount,  MoLeod,  7052-8;  Beid,  7405-16  ;  Smith, 

8513-8,  p.  615  ;  Sundara  Iyer,  8879-80. 

not  Possible  to   any  material  extent  on   present 

terms  and  conditions.  Hunter         6356,  6559-60 

might  be  Possible  if  better   terms   ofEered,   but 

securities  would  be  depreciated,  Hunter  -    6561, 

6818 
PossibUity  of,  Webh  -        -        -     5275-80,  6161-9 
Issue  of  5 -rupee  paper  and  1 -rupee  paper  through 
post  offices,  co-operative  societies,  &c.,  suggestion, 
Sundara  Iyer    -  -  8879-94 

Issue  of  local  Treasury  bills  wotdd  be  possible, 
Dunbar      -         -         .         .  7963-4 

ISSITE   OF   SHOKT-TBEM   BONDS   BT   GOVEENMENT : 

no  Objection  to,  McLeod  7109-12 

Question  of,  Bhupendra  Nath  Mitra    -  4455-6 

Issue  of  short-term  bearer  bonds  would  be  useful, 
and  under  consideration.  Smith        8615-6,  8633-8 

Market  miore  open  than  formerly,  McBobert 

4279,  p.  548 

Money  would  be  attracted  from  hoards  if  people 
educated,  Beid  -  7435-7 

New  form  of  security  such  as  railway  securities  with 
guaranteed  interest  and  share  of  profits,  would  not 
be  extra  inducement,  McBobert  4137-8 

Objection  of  Secretaiy  of  State  to  as  interfering 
with  his  exchange  operations,  Bhupendra  Nath 
Mitra         -  -         -  4614-5 

Offering  of  better  terms  than  in  England,  would  be 
advisable  provided  there  was  certainty  that  money 
was  raised  in  India,  McBobert     -         -  4096-9 

Particulars  of  rupee  debt,  1893-1904      -  p.  270 

Policy  of  Indian  Government  to  raise  as  much  as 
possible  in  India,  and  reason,  Bhupendra  Nath 
Mitra,  4404-6,  4441-2  ;  Howard,  8202. 

Possibility  of  attracting  money  from  hoards,  Swn- 
dara  Iyer   -  -         -.        -  8884-6 

would  be  Preferable  to  London,  Boss  3887,  3898 

PrefeiTcd  if  rate  neai-ly  eqaal  to  London,  McBobert 

4061-3 

Proportion  held  by  Europeans  and  Natives,  1893  to 
1903,  of  registered  debt  of  India  -  p.  269 

Railway  debenture  bonds,  people  would  probably 
take  up  largely,  Beid  -        7407-16,  7423-4,  p.  575 

Raising  of  capital  for  Indian  development  by,  advo- 
cated as  far  as  possible.  Smith  -     8512 

Stock  certificates  or  bearer  bonds  suggested.  Smith 

8858-66 

Suggestion  re,  Beid   ,    -         -  -        7405-16 

Temporary  debts,  objection  to  raising  money  on, 
Bhupend/ra  Nath  Mitra       -  4456-8 

Tendency  towards  prices  being  better  than  those  of 
sterling  loans,  Newmarch  1403-4,  p.  219 

Total  amount  of  rupee  loans  outstanding  held  in 
India  and  in  London  respectively,  Bhupendra  Nath 
Mitra  -         -         -  4.438-9 

London  Money  Market: 

AfFa.ira  of  India  Office  and  Indian  empire  not  con- 
ducted in  interests  of,  Abrahams         -         -        858 

Condition,  importance  of,  to  India,  Hamilton  2309-12 

Question  of  connection  of,  with  Indian  market,  see 
under  Indian  Money  Market. 

Question  of  connection  with  Indian  trade,  Toomey 

2744-9 

Mackay  Committee,  references  -         -         -     8426 

McLEOD,  Chaelbs  Campbell,  Chairman  of  Indian 

Section   of  London   Chamber   of  Commerce,  and 

representative  of  Bengal  Chamber  of  Commerce 

^  6992-7263,  p.  597-612 

Balances: 
in  India,  transfers  from  revenue  to  capital  expendi- 
ture might  be  governed  by  less  rigid  principles 
(Bengal  Chamber  of  Commerce)        7247,  p.  604 
e    19070 


"McLEOD,  Ohaeles  Campbell — continued. 
Balances — continued. 

Policy  in  India  and  England  approved        6998-9, 

7087-8,  7217-9 
Bengal    Chamber    of    Commerce,   letter  to   Royal 
Commission,  28th  May  1913       -         -        p.  601-7 
Oenteal  oe  State  Bank  : 

Amalgamation  of  Presidency  Banks,  not  advocated 

7098 

Area   difficulty,    and   difficulty   of    getting  really 

representative  central  board    -  7038-44,  7120-6, 

7211-7  ;  p.  597,  p.  606 

Central  control,  location  difficulty  (Bengal  Chamber 

of  Commerce)  -  p.  606 

if  Established  control  would  have  to  be  in  Calcutta, 

not  London  -  7116-9 

Money  not  likely  to  be  attracted  from  London 

7095 

not  Necessary  at  present  7037,  7202-3,  p.  597 

not  Necessary  for  encoui-agement  of  co-operative 

societies-  -         -  7096-7 

Notes  issued  by,  people  might  not  favour,  and 

facility  of  promoting  notes  would  be  less      7231 

Prestige  of  Government  might  attract  deposits 

Co-oPEEATivB  Societies  :  7209-10 

Encouragement  desirable     7045-9,  7096-7,  p.  597 

Tendency  to  attract  money  from  hoards  7047 

Council  Bills  and  Telegeaphic  Teansfees  : 
Advantages  of  system  (Bengal  Chamber  of  Com- 
merce) -  p.  603-4 
Sale  in  excess  of  requirements  : 

Approved  and  not  antagonistic  to  interests  of 

ladia  (Bengal  Chamber  of  Commerce)    p.  603 

Continuance  advocated  -  -  p.  597 

not  Objected  to,  to  extent  of  full  trade  demand 

7179-85,  p.  598 
Currency,  extended  use  of  other  forms  than  silver, 
such  as  gold,  notes,  and  cheques  possible    7149-52 
Deposits  with  bankers  in  London,  not  objected  to 
and     continuance    advocated,    p.    597 ;     (Bengal 
Chamber  of  Commerce),  p.  604,  607. 
Exchange : 
•Fixing  of : 

Beneficial  to  trade,  and  no  reversal  of  policy 

advocated  -         -         -  6996-7 

Prosperity  of  trade  since    (Bengal  Chamber  of 

,  Commerce)  -  p.  602 

Gold  in  circulation  less  valuable  for  support  of, 

than  gold  in  reserve  7027-9 

Gold  Bars,  great  demand  for,  in  India,  and  question 

as  to  use  of  7174-77,  7237-43 

Gold  Mint: 

not   Advocated    at    present,    but    if    established 

sovereigns    should    be    coined,    7032,    7053-5, 

7151-61,  p.  597,  p.   598;  (Bengal  Chamber  of 

Commerce)     -  p.  604-5,  p.  606,  p.  607 

Bullion  for  coinage,  difficulty  anticipated,  7033-4  ; 

(Bengal  Chamber  of  Commerce),  p.  606. 
special  Indian  coin,  objections  to  (Bengal  Chamber 
of  Commerce)  -  p.  606 

10  Rupee  piece : 

Hoarding    and    use    for    ornaments   would   be 

encomuged  -  7171,  7193,  p.  598 

would  be  tTseless  for  export  except  as  bullion 

and    would    tend    to    destroy    standing    of 

sovereign    -  7162 -70,  7192-6,  p.  598 

Gold  Standaed  Reseeve  : 

Amount,  no  maximum  limit  should  be  fixed  p.  579 

Diversion  of  money  from,   to  railway   purposes, 

approved    of    under    circumstances,   if    money 

replaced  7004-6 

Form : 

Gold,  amount : 

5,006,000i.  at  least  advocated,  p.  597  ;  (Bengal 

Chamber  of  Commerce)  7137-9,  p.  603 

no  Limits  should  be  fixed  and  coinage  profits 

should   continue  to  be   added   to,  (Bengal 

Chamber  of  Commerce)  p.  603,  p.  607 

Minimum  of  5  millions  sufficient  at  present, 

but  might  increase  to  10  as  ti.'ade  increases 

7007-26,  7072-80,  7220-8,  7140,  p.  589 

Gold  securities  or  short  loans,  approved  -  p.  597 

Securities : 

Approved,  p.  598  ;  (Bengal  Clhamber  of  Com- 
merce) -        -        -        p.  603,  p.  607 
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MoLEOD,  Charles  Campbell — continued. 
Gold  Standdbd  Besebye — ccmtinued. 
Form — continued. 

Secuiities — continued. 

Realisation    of     10    millions     of     gilt-edged 

securities    would    be    difficult    at    present 

moment  -  7141-3 

Location,  in  London  advocated  and  reasons,  p.  597, 

7000-2,  7137-9 ;  (Bengal  Chamber  of  Commerce) 

p.  602-3 

Subsidiary  branch  in  India,  not  objected  to,  but 

holding  of  silver  in  paper  cuiTency  reserve  would 

be  preferred    -         -  7244-6 

HOAKDING    OF    GOLD  : 

Gold  more  likely  to  be  atti-acted  from  hoards  by 
extension  of  banking  facilities,  than  by  establish- 
ment of  gold  mint  -  7033-5 
Temptation  not  increased  by  excess  of  rupees  in 
circulation  relatively  to  gold  coins  -  7173 
Tendency  of  co-operative  societies  to  attract  money 
from  hoards     ■                                                7047-9 
India  Office,  Finance  Committee,  suggested  reconsti- 
ttition          7069-70,  7099,  7127-35,  7214-6,  p.  598 
Indian  Money  Market,  stringency  not  due  to  with- 
drawal of  sums  by  Government  -                    7091-4 
Loans,  issue  of,  in  India  : 

more   Advaiitageous   than   borrowing  in   London 

sometimes      -  -        7054-5,  p.  598 

Increase  possible  and  question  of  extent      7052-8, 

7259-61 
Issue   of   short-tenn    bonds   by   Government,   no 
objection  7109-12 

Notes : 

Encouragement  desired  7030,  7081 

well  Managed  by  Government  at  present         7037, 

7204^8,  p.  507 

Presidency  Banks,  loans  to,  during  busy  seasons,  at 

1  per  cent,  under  bank  rate  desirable  -  7250-5 

Railways  : 

Branch-line  terms  given  to  companies  with  rupee 

capital  should  be  extended  to  sterling  capital 

7114 
Congestion,  and  need  for  expenditm*e  on  rolling 
stock,  remarks  made  at  deputations  to  Secretary 
of  State,  10th  June  1912,  and  2nd  June  1913 

p.  607-12 

Expenditure  on,  and  inadequacy  of,   and  need  of 

increased  capital  expenditure        7050-1,  7247-9, 

p.  598-604 
Finance,  importance  of  question,  and  criticism  of 
;   pi-esent  policy  ;         -         -        -    p.  598-606 

Govemmeht  should  state  definitely  that  they  would 
give   certain    minimum    sum   for  fixed    period 
in-espective  of  amount  allotted  out  of  balances 
.    "-■-  ■    ■      ■,  '         7256-8 

Increase  in  ti-affic  -  p.  599-600 

Investors  not  discouraged  by  Government  treat- 
ment of  shareholders  in  the  past      -  7261-8 
Private  «nterpi-ise  should  be  encouraged  7100 
Rupees,  pro&ts  on  coinage,  use  of,  for  reproductive 
works  when  safe  limit  of  gold  in  standard  resei-ve 
attained,  would  be  approved  if  due   regard   had 
to  caution            -                                     -'       7089-90 
Silver,  purchase  of,  regular  purchases  advocated 

7059-68,  7186-91,  7232-6,  p.  598 

SOTEBBISNS  : 

Increased  use  -         -         -         -  7083-6 

Increased    use    not    very    rapid    and    chiefly    in 
northern  and  western  circles  -  7149,  p.  598 

Question  as  to  use  of,  for  payment  purposes 

7197-201 

Receipts   at    post    offices   and    railway    stations, 

1907-8  to  1911-12  -        -        .        .  p.  605 

Use  increasing  in  Northern  India,  Bombay  and 

part  6f  Madi-as  (Bengal  Chamber  of  Commerce) 

P..605 
Stores,  purchase  of,  in  India,  no  objection  seen 

7I0I-8 
MacLeod,  Professor  Dunning,  suggestion  re  gold  cur- 
rency, Wehh  -  ■        P-  555,  p.  556 
McROBERT;  Sir  Alexander      3912-4306,  p.  547-9 
Balances  in  London,  might  have  been  kept  down  by 
paying  off  India  bills  and  not  raising  loans  imtil 

surplus  absorbed -        -  p.  547 

Bank  rate  in  Jndia,  should  not  go  bejiOnd  7  per  cent, 
"at  the  worst  -         -     "-      *  4118-9 


McROBERT,  Sir  AleXaitdee — continued. 

Banks,  danger  of  multiplication  of  so-called  banks, 
that  are  only  pawnshops,  and  restriction  desirable 

4125,  4304-6 
Budget  estimates,  difficulty  of  estimating        3926-8 
Cheques : 
Increased  use  anticipated  -       4071-2  p.  548 

Use  of,  in  business,  particulars  4106-11 

Co-opei-ative  Credit  system,  growing  -  p.  548 

Council  Bills    and    Telegraphic    Transfers, 
Sales : 
Oftener  than  once  a  week  suggested  3997-9,  4225 
Over  1.9.  4i.,  profit  should  be  pu^t  into  special  re- 
serve fund  of  sovei'rfgns,  and  when  sale  less  than 
Is.  4,d.  fund  should  be  drawn  from  4000-3,  p.  548 
at  Is.  4id.  tends  to  prevent  circulation  of  gold  in 
India  -  p.  548 

System  approved  -  p.  548 

Exchange : 

Fixing  of,  at  Is  4d.,  beneficial  to  tiude         4004-5, 

p.  548 
Value  of  gold  in  circulation  as  support  to  4009-13 
Exchange  Banks,  no  restrictions  on  4262-3 

Gold  Currency : 

Advantages  and  encoiiragement  desirable  3978-82, 

4006,  4226-36 
10-rupee  piece,  not  advocated  and  reasons   4008-9, 

p.  548-9 
Gold  Mint: 

Advocated   from   point   of  view   of   prestige  and 
sentiment  4014-6 

for  Free  coinage  of  sovei-eigns  woidd  justify  cost 

p.  549 
Gold  Standard  Reserve  : 

Amalgamation  with  Paper   Cun-ency  reserve,  no 
objection  to  4085-6 

Amount,  30  millions  advocated  4019,  4083—4 

Form: 

10  millions  in  gold  and  20  millions  in  securities, 

advocated  -  4020-2, 4068 

Gold,  rupees,  and  sterling  seomities   approved 

and  opinion  re  amounts  -  p.  549 

Gold  and  sterling  securities  should  be  held  in 

London,  gold   being   earmarked   at   Bank  of 

England  .  -  p.  549 

Securities : 

Question  as  possibility  of  realising,  in  crisis 

4069-70 

Short  dated-  securities  not  necessary      4023-5 

Suggestion  re  -  p.  549 

Location  of  bulk  in  London,  silver  portion  only  in 

India,  advocated      -  4017-8,  4021 

Subsidiary  branch  in  India  (Silver) : 

not  Objected  to       -  -  4026-32 

Rupees  should  be  held  in  India,  and  made  avail- 

-     able  for  advances  to  banks  at  6  per  cent,  on 

securities  when  bank  rate  over  6  per  cent. 

p.  549 
Taking  of  sum  from,  for  railway  development;  1907, 
disapproved,  and  sum  should  be  replaced 

4298-308,  4033,  p.  549 
Use  of  profits  on  coinage  for  ordinaxy  or  capital 
expenditure  not  approved  until  reserve  25  or 
30  millions  sterling,  interest  and  profits  should 
then  be  used  to  pay  ofE  floating  and  unpro- 
ductive debts p.  549 

Hoarding : 

Co-operative  credit  system  will  tend  to  diminish 

4082,  p.  548 

of  Gold,  question  of  3975,  p.  548 

Issue  of  loans  in  India  would  not  atti-act  money 

from  hoards  -  4080-1 

Hundis,  discoimting  of,  by  Bank  of  Bengal     4073-6 

India  bills,  surplus  balances  might  have  been  used 

to  pay  ofE  -         -         -  3916-24 

Indian  money  market,  money  deal-  from  November 

to  March   r  -        -  4195-9 

Lending  by  Government  in  England,  no  objection  to 

3929 
Lending  by  Government  in  India: 

Balances  not  available  for,  as  in  London,  but  no 

reason  against  -         -  3930-1 

to  Banks  : 

on  Security  advocated  at  6  per  cent,  when  bank 

rate  above  6  per  cent.  -         8933-56,  4048-^7, 

4034-5,  il86-204, 4211-4, 4217-24, 4265-6 
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McROBERT,  Sie  Aiexandbk — continued. 
Lending-  by  Goteenmbnt  in'  India — continued. 

to  Banks — continued. 
in  Times  of  pressure  advocated  -  p.  547 

Securities :  « 

Difficulty  not  anticipated  re  4044-7 

Question  of  amount  available  -  4087-93 

Loans,  issue  of,  in  India: 

Advocated,  even  if  interest  slightly  Hgher  than  in 
London  -         -  -  3991-4 

Extent       -        -  4206-16 

Market  more  open  than  fonnerly        -  4279,  p.  548 

New  form  of  security,  such  as  i-ailway  securities 
with  guaranteed  interest  and  share  of  profits, 
would  not  be  extra  inducement  4137-8 

Offering  of  better  tei-ms  than  in  England,  would 
be  advisable  provided  there  was  certainty  that 
money  was  raised  in  India  4096-9 

Preferred  if  rate  nearly  equal  to  London      4061-3 
Mints,  profits         -  -     4139-40,  p.  549 

Notes : 

no  Difficulty  in  getting,  when  wanted  3986 

Fiduciary  portion,  might  be  increased,  and  maxi- 
mum should  be  fixed        -         -         -        3988-90 

Increasing  use  of         -  ■;         -  3983 

Universalisation  of,  Government  would  finance  all 
remittances  3984-5 

Papbb  OrrEEBNCY  Rbsbeve  : 

Gold  accumulation  not  objected  to  and  cannot 
be  prevented  as  long  as  15  rupees  given  for  a 
sovereign  -  4248,  p.  549 

System  approved  -         -  p.  549 

Pebsidenct  Banks: 

Access  to  London,  objection  to  -  3996,  p.  548 

new  Branches,  question  of,  in  place  of  reserve 
treasuries        -         -  -  4102-5 

Drafts  on  London  sold  by  -  - ,         4260-1 

Drafts  On  London  sold  to,  by  exchange  banks, 
rates  usually  as  good  as  those  got  from  exchange 
banks  direct,  and  preference  would  be  given  to 
Presidency  Banks  -         -  4255-9 

Equal  to  relieving  all  probable  difficulties  in  crisis, 
with  loans  from  Government,  and  State  Bank 
would  not  be  in  stronger  position    -        4125-32 

Power  to  lend  on  any  form  of  marketable  security 

advocated  -  3995-6,  4112-7,  p.  548 

Punjab,  notes  less  used  than  in  United  Provinces, 

but  gold  more    -         -  -  3973^ 

Reserve  Treasuries,  system  approved  3957-9 

Revenue,  Sueplus  : 

Applied-  to  paying  off  floating  and  non-productive 
debt  -  ^         -    •     -         -  p.  548 

Explanation  that  capital  expenditm-e  has  been  met 
out  of,  not  correct  4294-7,  p.  548 

Rupees ; 
Coinage,  Government  believed  to  have  deliberately 
refrained  from,  1908-10,  and  people  induced  to 
take  sovereigns         -      4148-53,4157-8,4291-3 
Giving  of  sovereign  for  15,  undertaking  not  advo- 
cated at  present  but  practice  satisfactory  4035-8 
Silver,  regular  purchases  every  year,  advocated 

4039-43,  4141-61,  4242-3,  p.  549 

SOVEEEIGNS  : 

Cases  of,  at  discount  of  4:  annas  formerly     4245-7 
Payment  of  wages  in  -         -  -  3976-7 

Suitable  for  India  and  preferred  to  10-rUpee  piece, 

4007-8,  p.  548 

State  Bank: 
Difficulties,  and  reasons  against       3960-2,  3„66-9, 
4213-6,  4274-5,  p.  547-8 

Functions : 

not  Advocated : 

Control  of  cuwency  -  -  P-  547 

Exchange  business  3964,  4276-8,  p.  548 

Management  of  paper  currency  3963,  3970-2, 

TVT  i    •  P-  547 

Note  issue :  '  .      . 

without  Change  in  form  of  note,  no  objection 

to    -         .         -    '     -         -    '     -  4133-6 

Question  of  -  '     '   '^^tV^ 

Headquarters,  Cawnpore  would  be  approved  4286-7 

would  not  be  in  a  Stronger  position  to  meet  crisis 

than  Presidency  banks    -  4131-2 

Taxation,  reduction  would  not  have  been  advisable 

,  ^  4175-6,  p.  547 

,  no  great  difficulty  in  fijijanQing    .y^ , .    t    4267 


Kadras,  Bank  of: 

see  also  Presidency  Banks. 

Assistance  to  co-operative  credit  societies,  Hunter 

6588,  6926-7,  6974 
Board,  constitution,  &c..  Hunter  6743-9,  6771-3 

Branches  started  by,  without  Government  assistance, 

Bhupendra  Nath  Mitra       -        -         -  4561-2 

Cash  balance,  minimum.  Hunter  -        6935-42 

Correspondence  with  Government  of  India  re  relaxing 

restrictions    on    banks,    and    re    Central    Bank, 

Abrahams       p.  362-4,  p.  453-5,  p.  468-71,  p.  485, 

p.  488-9-  P-  503-4,  p.  510-11 

Directors,  method  of  appoihtment,  &c.,  remuneration, 

&c..  Hunter  -  6983-9 

Government   deposits,    percentage    to    capital   and 

reserve,  Hunter  -  -  6943-5 

Letters,  1904  and  1908,  approving  proposed  increase 

of  invested  portion  of  paper  cuiTency  reserve,  and 

advocating  rupee  securities,  JVewmarc/i  p;  265, 

■p.  281 
Liabilities  and  assets,  1890,  1891,  1892,  1910,  1911, 

1912,  Abrahams  -  -         -  -  ,p.  79 

Net  profits,  1889-90  to  1898-9        ;         -  '      -  p.  364 
Percentage  of  cash  to  liabilities,  1902,  to  Januaiy- 

June  1903  -  -        -  p.  471 

Proportion  of  Government  balance  to  other  deposits 

and  cash  balance,  1899  -  p.  362 

Madras  Chamber  of  Commerce : 

Amount  of  gold  in  gold  standard  reserve  inadequate 
in  opinion  of,  1907      -  p.  172 

Correspondence  with  Government  of  India,  1899, 
re  relaxing  restrictions  on  Presidency  banks, 
Abrahams  -  -    p.  358,  p.  383—4 

Letter,  June  1904,  approving  proposed  increase  of 
invested  portion  of  paper  currency  revenue  and 
advocating  rupee  securities,  Newmarch         -  p.  270 

Letter,  December  1908,  suggesting  investment  of 
fixed  proportion  of  notes  m  circulation,  and 
obligatory  sale  of  securities  if  and  when  metallic 
reserve  touches  certain  point,  Newmarch    p.  282-3 

Letter  to  Government  of  India,  February  1900,  re 
loans  to  Presidency  banks  and  access  to  Loiidon, 
Abrahams  -'       -         -         -         -  p.  416-7 

Letter  re  proposal  to  use  half  profit  oil  coinage  for 
railway  purposes,  16th  August  1907,  Abrahams 

p.  171-2 

Madras  Government; 

Accountant' Gen6ral,report to  Government,  December 

1899,  re  relaxing- restrictions  on  Presidency  Banks, 
Abraham,s  -  -      -         -         -  -     ■  P-  421 

Correspondence  with  Govei-nment   of  India,  1899- 

1900,  re  relaxing  restrictions  on  Presidency  banks, 
.    Abrahams  -         -         -         -         -    p.  361,  p.  420-1 

Mercantile  Bank  of  India,  letter,  December  1904, 
objecting ,  to,  proposal  to  give  Presidency  banks 
access  to  London  market,  Abrahams         -      p.  493—4 

Military  Services,  expenditure,  1909-10  to  1913-14. 
Abrahams  ,"     ,    "    P-  ^1 

Mint  and  Exchange,  net  revenue,  Abrahams,  1909-10 
to  1913-14  -         -  -    p.  81 

Mints : 

Closure  of,  progress  of  trade  since,  and  success  of 
system,  JiQss      . ,        -         -  3617-23,  p.  543 

Gold  Mint  in  India,  see  that  title. 
Profits,  McBobert  -  4139-40,  p.  549 

Re-opening  OF,  to  feeb  coinage  op  silvee  : 
not  Advocated,  Webb,  5415  ;  Smith,  p.  615.  • 
not  Recommended,  but  recommendation  has  been 
heard.  Hunter  6879-86 

Money  lenders,  rates  of  interest  charged,  and  period, 
Sundara  Iyer  -         -         -         -  -  P-  625 

Montagu,  Sir  Samuel,  quoted  re  gold  currency,  TFeftft 

^  .  -       :,..,:,■-.  -p.  558-9 

Mortgages,  difficulties,  Sundara  Iyer  '-'p.  625 

Mysore    gold    mines,  '  attitude    towards    gold    mint, 

Abrahams  ^         1174-6 

National  Bank  of  India : 

Letter,  December  1904,  objecting  to  proposal  to  give 
Presidency  Banks  access  to  Londoii  market, 
Abrahams  -  •  V-  495-7 

Receipts  and  disbursements,  statistics,  Toomey 

•■'■  2760-9,  2993-7,  p.  541-2 

--..:;.H  .-    ^■-.'.  .,-.-■...  ^..-o:-.  .!,-.,v-,-..,.  ,..■  p  2 
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National  Bank  of  India — continued. 

Statistics  showing  extent  of  use  of  diffei-ent  forms  of 
currency  in  various  bi-anclies  of,  Tooviey     2760-82, 

2993-7 
Native  Hoards,  see  Hoards. 

Net  revenue  and  expenditure  of  Government  of  India 
(excluding  provincial  adjustments),  1909-10  to  1913- 
14,  Abrahams  •  p.  81 

NEWMARCH,  F.  W.,  Fiaancial  Secretaiy  to  the  India 
Office  1325-1836 

Balances  : 

High,  1918,  reduction  budgeted  for  1358-9 

Location    of,   in    London    desirable,  as   resource 
against  fall  in  exchange  -  1361 

Banking  business,  carried  out  by  Government 

1622-3 

Bengal  Chamber  of  Commerce,  extract  from  letter 

from  Bank  of  Bengal,  November  1902.  re  increase 

in  amount  of  rupee  paper  held  by  native  investors 

p.  269-70 
Bombay,  Bank  or : 

Letter,    June    19th,     disapproving    of    proposed 

increase  of  invested  portion  of  paper  currency 

reserve    ...  p.  271 

Letter,  December  1908,  suggesting  extended  use 

of  small  notes  p.  277-8 

Centrai  OB  State  Bank  : 

Handing  over  of  note  issue  to,  no  reason  seen 

1736-8 
Question  of  -  1694-6 

Chambers  of  Conunerce,  letters  from  Government  of 
India,  1895  and  1904,  re  proposed  increase  of 
invested  portion  of  paper  currency  reserve,  and 
replies  p.  258-9,  p.  261-7,  p.  270,  p.  277-82 

Cheques,  not  an  important  factor  in  Indian  currency 

1770-1 

CoTJNOiL  Bills  and  Telegeaphic  teansfees  : 

Amounts  drawn  on  India  from  1862-3  to  1912-3, 

with  average  rate  of  exchange  -         -  p.  227 

Amounts  paid  for,  in  first  and  second  half  of  each 

financial  year.  1894-95  to  1912-13  -         -  p.  233 

Comparison    of    budget    estimates    with     actual 

drawings,  1872-3  to  1898-99,  and  1899-1900  to 

1912-13,  and  average  rates  of  exchange     p.  232 

Date  of  commencement  and  history  of  system 

1330,  p.  217 
reduced  Demand  for,  1912-13,  possible  causes 

p.  218 
Demand   dependent   on    activity    of    trade,    and 
would  decrease  in  case  of  no  surplus  of  revenue 
over  expenditure  -  1446-7 

Drawn    through  cun-ency,   amount   of    currency 
gold  held  at  home  has  not  been  excessive  from 
point  of  view  of   Secretary  of  State's  require- 
ments -        1606-12 
Effect  of  amount  of  money  available  in  India  1613-21 
Effect  on  gold  imports  into  India  1591-96 
Invitation  of  tenders  on  Wednesdays  and  allot- 
ment, system  -                                           p.  217-8 
Policy  not  adopted  in  interests  of  City  of  London 
instead  of  those  of  India                     p.  223,  1396 
Pohcy  different  from  that  in  ajiy  other  country,  as 
conditions  different         -         -         -        1428-30 
Portion   of   debt  to  India    not  covered  by,  dis- 
charged by  shipments  of  sovereigns        p.  218-9 
Price : 

of  Bills  and  transfers,  comparison  -  p.  217 

Minimum  1341,  1449,  p.  217 

Purchase  of  sovereigns  in  transit  from  Egypt  and 

Australia  against  transfers : 

Conditions  -         -  p.  230-1 

Particulars  re  1348-9,  p.  218,  p.  219 

Periods  during  which  offer  in  force  1635-7 

Terms  largely  taken  advantage  of  1434-6 

Withdrawal  of  offer  in  August  1910      1436-42 

Sale : 

Advantage  of  sale  of  transfers  to  relieve  money 

stringency  -        1510-24 

BiUs    drawn    against     Treasury    and     against 

cun-ency  reserve,  allocation  at  time  of  sale, 

difficulty     -  ■        -  .       14'73-/ 

Bills   and  transfers   sold    and  net  imports    of 

sovereigns  on  private  account  for  each  month 

1911-12  and  1912-13  -         -  p.  238 

Cessation   when  requirements  of   Secretary    of 

State  met,  injurious  effect  on  trade  p.  219-20 


NEWMARCH,  P.  W.— continued. 
Council  Bills  and  Teleseaphic  transfers — cont. 
Sale — continued. 

Comparative  table  showing,  for  period   October 
to  March  inclusive  1911-12  and  1912-13  1370, 

p.  237 

Differences,  between     estunates    and    working 

results        -         ■  1478-80 

Effect  of  fall  in  exchange  on  p.  224-5 

in  Excess  of  requirements  : 

Advantages  of  practice  1356-8,  1565-8,  1525, 

p.  223 
Amount  of    capital   available   in   India,   not 
reduced  by  1355 

Below  Is.  4t?. : 

Justifiable  under  certain  cu-oumstances  1415 
1909-10  -  1415-6 

Cases  of,  since  1863-4  -  -     1331 

Convenience  of  trade  and  inconvenience  of 
accumulation  of  sovereigns  in  paper 
currency  resei-ve  in  India,  the  reason  for 

1604-9 

little  Criticised  -         -  -  p.  223 

Distinction  between  demands  for  revenue  and 

for  capital  purposes  1333-5 

Justification  1367-8,  p.  220-1 

Policy  re  1331-6 

Free  sale,  question  of  amount  of  capital  in  India 

being  restricted  by  1395-6,  1613-21 

Gold  point  kept  in  touch  with  1494-500 

below  Gold  point ; 

Considei-ations  affecting  1341 

Reply  to  criticism  and  explanation  of  advan- 
tages of  system  1501-3,  p.  219 
Intermediate  or  special : 

Demand  on    following    Wednesday  not  con- 
sidered to  be  affected  by  1345 
Offer   to   sell  freely  at  Is.  4|-d.    (Bills)  and 
Is.  4^d.  (Telegraphic  Transfers),  since  1904 

p.  222 

Price  -  -  1342,  1344,  p.  218 

System  and  advantages  of  1342-3 

without  Limit  when  rate  at  maximum,  but  no 

obligation  before  1343 

Limitation  to  amount  budgeted  for.  objection 

p.  219 
to  Meet  home  charges  and  sales  connected  with 
currency  shown  separately  in  accounts 

1469-73 
Meeting  of,  from  Indian  (silver)  bi-anch  of  gold 
standard  reserve,  1907-9  -  p.  224 

Offer  to  sell  transfers  at  Is.  4jVd.,  1898,  and  sub- 
sequent withdrawal,  1900     1369-70,  p.  221-2 
at  Is.  4id.,  1900,  objected  to  by  Government  of 
India  -  1376,  p.  221-2 

Published  notice  regarding,  1909  p.  228-9 

Regulation,  methods  and  considerations      1392, 

p.  218,  p.  222-3 

Restriction  during  first  half  of  financial  year, 

and  free  sale  during  second,  at  higher  rate, 

question  of,  and  difficulties  1481-91,  p.  218-9 

subsequent  Submission  of  account  of,  to  Finance 

Committee,  Council  and  Secretary  of  State 

1346-7,  p.  218 

System  of  meeting,  if  necessary,  from  gold  held 

in  paper  cuirency  reserve  in  London,  1898, 

and  advantages  1349-52,  1374,  p.  221 

against  Treasury  balances,  justified  in  every  case 

during  last  three  or  four  years  by  Grovernment 

interests  1597-605 

Undertaking  to  sell  bills  without  lunit  at  Is.  4:\d. 

and  transfers  at  Is.  4>-i^d.  1448 

Working  of  system  since  1872-73  -  p.  224 

Currency,  volume  only  increased  by  import    1763-6, 

1772 
Exchange  : 
Fall  in : 
Additional  taxation  imposed,  1885-95,  to  meet 
burdens  owing  to  p.  225,  p.  226 

Increase  in  burden  of  home  charges         -  p.  225 
Fixing  of,  at  1«.  M.  -. 

Burdens  on  Exchequer  limited,  and  most  serious 

uncertainties  in  budgeting  removed      -  p.  225 

Effect  on  trade  with  other  countries     1397-401 

p.  289-93, 1431 
Indian  trade  generally  benefited     1408,  p.  225-6 
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NEWMAROH,  F.  yf  .—cmtinued. 
Exchange — continued. 

Gold  in  circulation  had  little  effect  on  crisis, 
1907-8  and  1908-9,  but  question  if  more  widely 
in  circulation  -         -  1704-26 

Maintenance  of,  at  Is.  4d.,  obligation  recognised 
at  present  by  Secretary  of  State,  and  question 
of  giving  guarantee        -  1451-8 

Regulation.unusual  responsibility  taken  by  Govern- 
ment re  -         •         -         -  -  1371-3 
Rise  above  gold  point,  importance  of  preventing 

1376,  p.  222 
Exchange   Banks,   in  India,   protest   against  with- 
drawal without  notice,  of  facility  of  obtaining  tele- 
graphic transfers  at  Is.  4^d.  unlimited,  1900 

1369,  p.  221-2 

Foreign       trade,  balance  of  India's  foreign  trade, 

1883-84  to  1912-13  -        -       p.  234-6 

Gold: 

no  Difficulty  in  people  obtaining  1393-4 

no  Evidence  as  to  amounts  going  into  hoards  and 
into  circulation  -  1380 

Imports  into  India : 

no  Discouragement  by  Secretary  of  State  subject 

to  being  able  to  draw  sufficient  to  meet  home 

charges .  -  -         -  1459 

on  Large  scale  in  last  few  years  1392 

Issued  in  1907-8,  quantity  must  have  gone  into 

hoards  ■         -  1819-20 

in  London,  value  of,  for  maintaining  exchange  and 

comparison  with  value  of  gold  in  India        1379, 

1381-3,  p.  242 

in     Paper     currency     reserve .  and     Government 

treasuries,    receipts   and   issues,    1899-1900    to 

1912-13  -  p.  251-3 


Gold  cueeenct  : 

Circulation  increasing 
Encouragement  of,  desirable 


1380 

1421,  1701-26, 

1727-31 

Increase  in  circulation,  question  whether  Govern- 
ment or  Central  Bank  more  favourable  agency 

1827-30 
no  Object  in  forcing,  upon  people,  and  no  such 
desire  on  part  of  Secretary  of  State  or  Govern- 
ment of  India  1800-1 
Gold  Mint  in  India,  supply  of  sovereigns  in  India 
would  not  be  greatly  increased    -  1750 
Gold  Standard  Reseeve  .- 
Amalgamation  with  paper  currency  resei-ve,  not 
possible  -                                             -          1405-6 
Holding    of,   in    London,    desirable    as    resource 
against  fall  in  exchange  -  1361 
Sale  of  securities  in  paper  currency  reserve  and 
application  to,  not  considered  practicable     1427 
Securities : 

Change  in  investments,  1913  -  1797-9 

Reply  to  criticism  -  -  1458-60 

Subsidiary  branch  in  India  (silver) : 

Amoimt,  policy  -  -       p.  245-6 

Amounts,  1907-8  to  1912-13  -  -  p.  254 

Borrowing    from,  to   meet   biUs  and  transfers 

recognised  to  be  resorted  to  only  ia  extreme 

urgency  -  p.  224 

History  of  -  p.  244-5 

Transfers    and    retransfers     of    funds     between 

London  and  India,  1907-9  and  1908-11  1571-6, 

p.  224 

would    be  Used  first  for    support  of    exchange, 

gold  in  paper  currency  reserve  being  treated  as 

subsidiary  reserve  -  -        1384-91 

Home  charges,  definition  1465-8 

Law,  Sir  Edward,  speech  re  BiU  to  enable  use  of 

gold  in  currency  reserve  for  purchase  of  silver  1666 

Lending  by  Goteenment  in  India  : 

Facilities  not  comparable  to  those  in  London 

1432-3 

for  Purposes  of  trade  during  short  period  of  the 

year,  would  be  advantageous,  but  Mr.  Bryce's 

opinion  against,  quoted  -         -         -  1364-6 

Loans,  issue  by  Goveenment  in  India  : 

Amount    possible    and    question    as    to    rate    if 
amount  raised         ■         -1402,1409-13,1461-4 
Extent  to  which  possible,  difficulty  of  increasing 

1338-40.  1407 


'NEWMARCH,  F.  ^.—cmtinued. 

Loans,  issue  by  Goteenment  in  London  : 
Necessity  of,  but  decrease  hoped  for  in  future 

1337 
when  Rates  high  in  India,  criticism  not  unnatural 

1362-3 

Tendency  towards  price  being  better  than  those 

for  sterling  loans  of  Indian  Government  1403—4. 

p.  219 

Notes  -. 

Circles  of  issue,  question  of  need  for  continuing  or 

not  -  -  1751-6 

Circulation  : 

Expansion  in,  in  last  two  or  three  years   1425-6 

Gross  and  active,  1862  to  1912  -  p.  250 

Size  of  ■  -  1694 

Denomination  of         -  p.  240 

Encashable  over  whole  of  India  with  one  or  two 

exceptions      -         ■  1700 

Increase   of   facilities    for  encashment  would   be 

advantageous  -  1823-6 

Increase  in  popularity  of       1697-9,  p.  240,  p.  247 

Issue : 

Modification  of  system,  question  of         1757-81 
by  Presidency  banks  up  to  1862        1638.  p.  239 
as  Legal  tender,  history  -     p.  239.  p.  240 

Letter  of  Bombay  Chamber  of  Commerce  advo- 
cating making  all  notes  legal  tender  in 
Presidency  towns    -         -  p.  279-80 

up  to  Rs.  100  encashable  at  eight  centres     1821-3 
of  Small  value,  extended  use  of,  proposals  of  Bank 
of  Bombay  re,  December  1908  p.  278-9 

Mr.  James  Wilson's  speech,  3rd  March  1860 

1639-44,  p.  294-309 
Papee  Cueeency  Reseeve  : 

Composition,  1894-1890     -  -  p.  243 

Composition,  December  1863  -         -  p.  239 

Composition  and  location,  statistics,  1862-1913 

p.  248-9 
Demands  on,  uncertainty  of  -  1692-3 

Fiduciary  issue,  proportions  1645-9,  p.  248-9 

Gold: 

Amount ; 

Letter  of  Government  of  India,  18th  August 
1904  -  -  p.  257 

PoKcy  re  1377,  1679,  p.  247 

Elasticity  1587,  p.  223-4 

History  of  -         -       1651-2,  p.  240 

Holding  of,  in  India  and  London,  no  established 
propoi-tion  1679 

in  India,  amount,  correspondence  between  Secre- 
tary of  State  and  Government  of  India,  1905 

p.  284-5 
in  London : 

Consideration  of,  by  people  in  London  as 
source  of  relief  in  case  of  crisis,  reply  to 
suggestion        -  -  1685 

Correspondence  between   Secretary   of   State 
and  Government  of  India,  1905        p.  284-8 
Ear-marking  of,  at  Bank  of  England,  explana- 
tion of  process,  and  charge         -         1680-4 
History  of  1653-72,  p.  241-2 

only  Reason  for  asking  for  holding  of,  in 
India  instead,  would  be  want  of  confidence 

1784^96 

Use   of,  as  supplementary   to  gold   standard 

reserve  for  support  of  exchange  1361, 

1668-72 

Yalue    of,    for    purchase   of    silver    and    to 

siipport  exchange  p.  223-4 

History  1638-44,  p.  239 

in  India,  history  of  P-  244 

Ingot  reserve,  history  of  1686-7,  p.  244 

Run  on,  not  veiy  likely  1424, 1817 

Securities : 

Fluctuations  -  -  -  p.  247 

Increases,  1904  and  1911 ,  correspondence  between 

Government  of  India  and  Secretary  of  State 

p.  255-83 
Introduction   of    sterling   securities,  1905,  and 
reason  -  1673—6 

Investment  in  rupee  secui-ities  or  sterling  short- 
dated  securities  preferable  -     1815 
further  Investment  immediately  pvacticable 

1812^0 
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Papeb  Cttkebnot  Reseete — coritinned. 
Securities — contin  ued. 

Letter  of  Madras  Chamber  of  Commerce,  Decem- 
ber lf'08,  suggesting  iavestment  of  fixed  pro- 
portion of  notes  in  circulation,  and  obligatory 
sale  of  securities  if  and  when  metallic  reserve 
touches  certain  point  p.  282-3 

Particulars  re,  and  histoiy  from  1863       1673-8, 

p.  239-40 
Proportion,  method  of  regulating  1811 

large  Realisation  on  Indian  market  would 
seriously  depress  price  ■,     1739 

Receipts  from  -  1733-5 

ReleasabUity,  question  1739-43 

Rupee,  might  be  increased  1810,  1816,  1818 

Sale  of,  and  application  of,  to  gold  standard 
reserve  not  considered  practicable  1427 

Sterling : 

Advantages,  letter   of   Government  of  India, 

18th  August  1904  p.  256 

no  further  Increase  considered   necessary   at 

present  1810, 1816 

Limitation  -         .  1677-8 

Reasons  of   Government  of  India,  1904,  for 

increasing  1808-9 

Silver : 

Amounts : 

1894^5  to  1912-13  -  p.  254 

Correspondence  between   Secretaiy  of   State 

and  Government  of  India,  1904  and  1905 

p.  257,  p.  284--5,  p.  286 
Policy  re  p.  246-6 

Fluctuations  -  p.  243,  p.  245 

Pbbsidenct  banks  : 

Government  deposits  -     1831-4 

Letter  from  Government  of  India,  April  1904,  re 
proposed  increase  of  paper  currency  reserve 

p.  258-9 
Railways,    excess    of    net     receipts     over     budget 
estimates,  1910-11,  1911-12,  and  1912-13    1443-5 
Revenue,  suepltjs  : 

properly    Applicable    to    reduction    of    debt    or 
reduction  of  borrowing  1335,  1358,  1489 

Disposal,    question    of    previous    discussion     by 
Ticeroy's  Council  1492-3 

Rupees  : 
Coinage : 
Amounts,  1894-5  to  1912-3  -  p.  254 

1912,  and  distribution  of  -       p.  243^ 

Profits,  coinage  of,  into  rupees,  explanation 

1577-86 
Regulation  of,  according  to  requirements 

1624-34 

Conversion  into  gold,  supply  of  gold  not  sufficient 

to  change  all  rupees  1802-6 

Difficulty  in  supplying  demand  in  1909       1688-91 

Shortage  of,  at  times,  1900-6  1689 

SiLVEE  : 

Amount  held  in  resei-ve  and  new  coinage,  1894-5 
to  1912-3        -  -         -  p.  254 

BuUion,    removal     of     tax    on,    might    possibly 
stimulate  hoarding  of  silver  instead  of  gold 

1422-3 
Purchase  of,  for  coinage : 
Payment  for : 

not  Considered  as  part  of  home  charges 

1465-73 

by  Gold   from  paper  currency  resei-ve,  1906, 

reasons  of   Government   of   India   against 

p.  245 
1912,  by  selling  bills  and  consequent  immediate 
increase  to  total  cxuTency  reserve,  and  ques- 
tion as  to  effect  on  London  money  market 

1545-64 
from  Proceeds  of  bills  or  by  gold  in  paper 
currency  reserve,  consideration  affecting 

p.  223 
Use  of  gold  in  Paper  Currency  Reserve  for, 
history  of  -  1666-7' 

Regular  purchase  of,  every  year,  difficulty 

p.  246-7 

SOVEEEIGNS  : 

Import   of,  on   private   account  for   each  month 
1911-12  and  1912-13  .  p.  238 


NEWMARCH,  F.  W.—crnitinued. 
SovEEElGNS — continued. 

made  Legal  tender,  1899  -         ■  p.  241 

.People   able  to    obtain,   easily    for    hoarding,   if 

desired  -         -  ■     1420 

Purchase  of,  in  transit  to  India,  see  under  Coimcil 

Bills  and  Telegraphic  Transfers  above. 
Shipment  to  India,  in  competition  with  bills 

1418-9,  p.  220,  p.  222 
Smaller  coin  desired  by  people  generally      1745-9 
■Taxation  : 

Additional,  imposed    1885-95    to    meet    burdens 

owing  to  fall  in  exchange  p.  225,  p.  226 

fresh  Imposition,  1910-11  -  p.  226 

Remission,  1903-7  -  p.  226 

Teade : 

Balance  of  India's  foreign  trade  -  p.  234-6 

between  British  India  and  the  United  Kingdom 

1889  to  1908  -  p.  290 

with  China,  statistics,  1888-89  to  1907-8       1437, 

p.  289 
between  China  and  the  United  Kingdom,  1889  to 
1908  .  -         -  -  p.  291 

between  India  and  Persia;  1888-9  to  1907-8  p.  292 
between   India    and    other    countries    (excluding 
India  and  Persia),  1888-9  to  1907-8         -  p.  293 
Wilson,  James,  speech  introducing  Bill  for  establish- 
ment of  paper  currency  in  India,  3rd  March  1860 

1639-44,  p.  294-309 
North-Western    Provinces    and    Oudh    Government, 
letter  to,  from  Government  of  India,  1899,  re  relax- 
ing restrictions  on  Presidency  banks,  Abrahams 

p.  361 
Notes : 

Advantages  of,  Webb,  5853-5 ;  Sundwra  Iyer,  p.  627. 

not  Advocated  as  main  currency  for  India  in  present 

state  of  development,  Webb      5860,  5880,  6309-10 

Hot  a   Cheaper  and   better  form  of   currency  than 

gold,  Webb  5730-1 

ClECLB    SYSTEM  : 

Largely  abolished  in  effect,  but  abolition  not 
advocated  for  very  high  notes,  Barrow    3201-13 

Question  of  need  for  continuing  or  not,  New- 
ma/rch  1751-6 

ClECTTLATION  : 

1862-3  to  1889-90  p.  262 

1862  to  1912,  Newmarch  t)  250 

1887-8  to  1901-2  .  p'  259 

1889-90  to  1901-2,  excluding  amounts  held  by 

Reserve  Treasuries   and   Presidency  Banks  at 

head  office  „  ofiO 

1887-8  to  1895-6  t.'  oro 

1889-90  to  1895-6      -  .  p  264 

1893-^  to  1896  and  190.0-1  to  1903^  -  p'  258 

1894--5  to  1898-9,  showing  decrease  after  increase 

in  mvested  portion  of  currency  reserve,  1896 

1896-7  to  1903-4        -  I'  HI 

1899-1900  to  1902-3  -  "  l'  ofi? 

1902-3  and  1903-4  ^  leo 

1902-3  and  1903-4,  excluding  amoimts  held  by 
reserve  treasuries  and  Presidency  banks  at 
head  offices  .  „   non 

1902-3  to  1909-10  "  I'  f^i 

1904-5  to  1909-10  „  07^  ?:  077 

1909-10  1910-11,  and  1911-12,  Howld     if^,, 
iftect  of  gold  currency  on,  see  under  Gold  currency. 
Increase,    Newmarch,    1425-6,    1697-9     p     247 
Toomey  and  Fraser,  2621,  2779,  2966    p    538 
Howard,   p.    589;    Barrow,   3069;    Cole,   3418 
Ross    3S20  iMcBoberts,   3983;    Smith,  p.  617 
^eid  7555-b,  p.  574  ;  Le  Marehant,  7656;  Dun- 
bar, 7901-2;  Sundara  Iyer,  p.  626. 
Size  of,  Newmarch  j^gg^ 

Control  by  Central  Bank,  see  under  Functions  under 

Central  or  State  Bank, 
no  Currency  office  at  Dacca,  and  notes  consequently 
little  used  m  Eastern  Bengal,  Dunbar        8009-15 
uenommations,  Newmarch     ...  p  240 

no  Difficulty  in  getting,  when  wanted,  McBohert 

Encashment  :  '^^^^ 

if  present  Arrangements  inadequate,  improvement 

should  be  considered,  Soward  8298 

Difficulty,  Dunbar      ,         ,         .         .  ^qq^j 
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Notes — contirmed. 
Encashment — eonUnii,ed. 

at  District  treasuries  possible  if  coin  sufficient, 
hut  not  at  sub-treasuries,  and  question  of, 
Bhupendra  Niith  Mitra  -  4741-9 

Extra  legal  facilities  and  question  as  to  possibility 
of  extending  to  sub-treasuries,  Bhwpendra  Nath 
Mitra  -         -  .  4741-9 

Facilities,  Newmaroh,  1700,  1821-3;  Sundara 
Iyer,  8980-96. 

Increase  of  facilities  desirable,  Newmarch,  1823-6  ; 
Barrow,  3066-72,  3215-22,  3249-52,  3328-43- 
Boss,  3729-32  ;  Dunhar,  7905,  8012-4. 

Opening  of  additional  currency  offices,  approved, 
Eoward  -  -  8294 

Opening  of  numerous  agencies  for,  without  under- 
taking legal  obligation,  suggested,  Hunter 

6465-7,  6640-3 

Possible  at  sub-treasuries  even,  Sundara  Iyer 

8987-93 

Encotjeagement  : 

Advocated,  Hamilton,  2313-5  ;   Toomey  and  Fraser, 

2963-9  ;  Barrow,  3214-8  ;  Hunter,  6702,  p.  594 ; 

McLeod,   7030,    7081;    Beid,    7566-7,  p.   574; 

Le   Marchant,  7657-8;    Dunbar,   7918;    Smith, 

8553-63. 

Easier  by    Central   Bank   than   by   Government, 

Hunter  -  6656,  6805-7 

Steps  taken  approved,  Howard  -  8292 

Steps  taken,  and  renaon,  Hunter  6485-9 

Gold  not  a  rival  to,  generally,  Webb  5855-60 

Increased  use  desired,  and  steps  taken  by  Bank  of 

Bengal  to  encourage,  Dunbar  7903-4 

the  Ideal  currency,  Abrahams,  1149-51,  1201,  1208  ; 

Bhwpendra  Nath  Mitra,  4674-8. 
Investment  of,  in  trade  bills  or  advances  to  bankers 
would  not  be  oopsidered,  Cole  3438-49 

Issue  : 

Against  temporary  security,  absence  of,  may 
partly  account  for  high  rate  of  discount  at  busy 
season,  and  possibly  advantage  of  issuing.  New- 
march  -  -  -  1767-81 
in  Large  parcels  through  banks,  Mahajans,  &c., 
Bhupendra  Nath  Mitra  4721-3 
Might  be  made  to  considerable  extent  in  times  of 
national  emergency  without  any,  security  but 
credit  of  Government,  Webb    5064-71,  5205-16, 

5389-92 
Modification  of  system,  question  of,  Newmarch 

1757-81 
by  Presidency  banks  up  to  1862,  Newma/rch 

1638,  p.  239 
Issue  of  gold  toe  : 

Government  should  reserve  right  to  refuse,  Hannil- 
tmi  -  .p.  523,  p.  527 

in  Normal  times  and  when  gold  available,  advo- 
cated, but  no  obligation  advocated,  Toomey  and 
Fraser  -         -  2600-1,  2675-7,  p.  536 

as  Legal  tender,  history,  Newmarch       p.  239,  p.  240 
Letter  of  Bombay  Chamber  of  Commerce  advocating 
making  all  notes  legal  tender  in  Presidency  towns, 
,  Newma/rch  •         -  -  p.  279-80 

well  Managed  by  Government  at  present,  McLeod 

7007,  7204-8,  p.  597 
no  Objection  to,  Graham       -  4929 

Obligation  to  pay  notes  in  mpees,  or  gold  if  wished 
by  Government,  but  demand  likely  to  be  for 
rupees,  Barrow  -  -  .         .,        ,  3082-6 

Payable  in  rupees  or  sovereigns  at  option  of  Govern- 
ment, Abrahams  695-7 
Payment  in  n.ipees  or  gold,  letter  of  Government  of 
India,  1900,  re  policy,  Abrahams                 p.  109-10 
Preferred,  Toomey          -                  -                  2603-4 
Preference  given  to,  by  population,  very  marked, 
especially  in  Moffusil,  Sundara  Iyer  -           p.  627 
Preferred,  JSoss                                  ■             3628,3728 
of  Small  value,  extended  use  of,  proposals  of  Bank 
of  Bombay  re,  December  1908,  Newmarch 

p.  278-9 

System,  Webb  P-  561 

>    -  System  approved,  Webb  -        ■        -  6074-5 


Notes — continued. 
IJniveesalisation  : 

Government     would     finance     all     remittances, 

McBobert  -  3984-5 

of  Higher  denominations,  no  objection  to,  Hunter 

6468-9 
Mr.  James  Wilson's  speech,  3rd  March  1860,  New- 
march  -        -  -    1639-44,  p.  294^309 

Opium  revenue: 

1909-10  to  1913-14,  Abrahams  p.  81 

Deliberate  underestimating,  Howard  8128-34.  p.  577 
Excess  put  aside  as  matter  of  policy  303 

Fluctuations.,  Sundara  Iyer  -  p.  632 

High  balances  due  to  unexpected  sui-pluses,  Abrahams 

71-6,  303,  p.  9 

Position  of  opium  trade,  element  of  uncertainty  in 

Indian  estimates  owing  to,  Abrahams  p.  10 

Paper  currency,  see  Notes. 

Paper  Currency  Reserve : 

Amalgamation  with  gold  standard  reserve,  see  under 
Gold  Standard  Reserve. 

Amount  : 

1899-1900  to  1902-3  -  -  -  p.  267 

Equal  to  value  of  notes  in  circulation,  unnecessary, 

Sundara  Iyer  -  p.  629 

Increase  of  gold  and  decrease  of  silver,  loth  April 

1899-22nd  August  1900  (Law),  Abrahams 

p.  115,  p.  117 
Opinion  of  Sir  E.  Law  re  p.  117-8,  p.  120, 

p.  123-4 

Relative,  of  gold  and  silver  should  not  be  fixed, 

Smith  ■         -  -  p.  617 

Coined  silver,  lending  of,,  to  Treasury  department 

when  required  by  trade,  suggestion,  Hamilton  p.  529 

Composition  : 

December  1863,  Newmarch  -  p.  239 

1894-1890,  Newmarch  -  p.  243 

March  1905        -  -  p.  284 

1911,,  Sundara  Iyer  p.  629 

Approved  on  the  whole,  Barrow  -         -     3077 

Composition  and  location,  statistics,  1862-1913, 
Newmarch-  -  p.  248-9 

Conversion  of  Government  rupee  paper  investment 
into  sterling  securities,  proposal  of  Government  of 
India,  1900,  Abrahams  p.  110,  114 

Demands  on,  uncertainty  of,  Newmarch  -  1692-3 

Elasticity,  and  advantage  to  be  derived  from  arrange- 
ments for  issue  of  additional  notes,  Abrahams 

1047-52,  p.  95 

FiDUCIAET  POETION  : 

Amount : 
Increase : 

would  be  Approved  if  recognised  that  issue 
should  be  reduced  if  note  issue  decreases, 
as  it  might  if  cheques  largely  introduced. 
Cole  3418-9,  3487-96 

Desirable,  Howard       -  -     8189 

to  40  per  cent,  of  total  circulation  suggested. 
Hunter  6457-64 

no  Limit  suggested,  circumstances  of  the  time 
should  be  considered,  Howard  -  8191-2 

would  be  Possible  without  inconvenience,  Bhu- 
pendra Nath  Mitra  4631-5 
Preferable   to    loans   to   banks   from    paper 
currency  reserve,  or  from   balances,  Bhu- 
pendra Nath  Mitra                4354-7,  4583-5, 

4636-8,  4830-1 
Suggested,   and   maximum   should   be   fixed, 
McBobeH         -  -  3988-90 

Proportion  of  minimum  oii'culation  suggested, 
Le  Marchant        -  7674-8 

Proportion  of  one- third  of  gross  average  cii'cula- 
tion  suggested,  Smith  -  -        -     8503 

Proportion  of  total,  advocated  instead  of  fixed 
sum,  and  suggestion,  Webb,  6085-91 ;  Smith, 
8502-6,  p.  617. 
Proportion,  Newmarch  1645-9,  p.  248-9 

Lending  from,  see  that  title  below. 
Regulations  desirable,  and  suggestion,  Ross 

3669-82 

Securities,  should  be  invested  in  rupee  securities, 

not  sterling,  Webb  -        -  -  6235-41 

F  4 
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Paper  Currency  Eeserve — continued. 
Gold  portion  -. 
Accumulation : 

Impossibility  of  preventing,  Barrow        •     3077 

not  Objected  to,  and  cannot  be  prevented  as  long 

as  15  rupees  given  for  a  sovereign,  McRohert 

4248,  p.  549 
as  Result  of  limiting  Council  bills   to  certain 
extent,  Howard  8356-7 

Amount : 

1901-2  to  1912-3.  AbraJmms  p.  85 

Con-espondence  between  Secretary  of  State  and 

Government  of  India,  1904  and  1906,  Abrahams 

p.  132-5,  p.  257,  p.  284-6 

in  Excess  of  amount  needed  to  encash  notes, 

and  use  of,  in  strengthening   gold  standard 

reserve  and  repi'oductive  purposes  advocated, 

Hamilton    -  2306-12,  p.  528-9 

Increase  anticipated  with  gold  currency  increased, 

Wehb  -  6300-1 

Policy  re,  Newmareh  1377,  1679,  p.  247 

Regulation  of,   with   view  to  amount  in    gold 

standard    reserve    would    be    advantageous, 

Abrahams   -        -        -        -  -     1057 

12  millions  in  hand  being    difference   between 

'  •  "^!         gold  written  at  15  and  at  22  i-upees  to  the 

.  ,  ,         sovereign,  Hamilton  2306-8,  2331-6,  2429-30, 

p.  521 
Despatch  fr'om  Secretary  of  State,  20th  July  1906, 
re  decrease  of  gold  in  England   suggested   by 
Government  of  India,  Abrahams  p.  143-^ 

no  Distinction  in  use  of,  and  of  gold  standard 
reserve  in  London  with  reference  to  support  of 
exchange,  Abrahams  762-3 

source  of  Elasticity,  Newmareh     1587,  p.  223,  p.  224 
Excess    over  7,000,000?.,  use  of,  for  purchase  of 
silver  proposed  by  Govei^nment  of  India,  Abra- 
hams -  -     1900,  p.  110,  p.  112 
if  Exchange  weakens,  sterling  biUs  should  be  made 
available,    instead    of    gold    being   given    out. 
Hunter   -  -  p.  593 
History  of,  Newmareh                         1651-2,  p.  240 
Holding  of,  in  India  and  London,  no  established 
proportion,  Newmareh  1679 

in  India : 

Amount,  11  to  16  millions  suggested,  Howard 

p.  589 

Correspondence  between  Goveinment  of  India 

and  Secretary  of  State  re.  1909-10,  Abrahams 

p.  184-5,  p.  186 

Desirable,  Howard  -  p.  588 

Main   function   of,   to   supply   gold  to   public, 

Bhupendra  Nath  Mitra         -  4690 

in  London : 

Amount: 
5  millions  suggested,  Howard      -        -  p.  588 
Whole  anaoimt,  practically,  advocated.  Hunter 

p.  592-3 

Approved,  Toomey  and  Fraser,  2600,  2668-74 
p.  536  ;  Barrow,  3066  ;  Smith,  p.  617. 

Consideration  of,  by  people  in  London  as  source 
of  relief  in  case  of  crisis,  reply  to  suggestion. 
Newmareh  -     1685 

Correspondence  between  Secretary  of  State  and 
Government  of  India,  1905,  Abrahams,  p.  132-5 ; 
Newmareh,  p.  284-8. 

Earmarking  of,  at  Bank  of  England,  explanation 
of  process,  and  charge,  Newmareh         1680—4 

History  of,  Newmareh  1653-72,  p.  241-2 

Justification,  Howard  p.  587-8 

Letter  from  India  to  Bank  of  England  Office, 
28th  Jtdy  1905,  Abrahams  -         -  p.  136 

Note  by  Deputy  Accountant  General  of  India 
Office  re  advisability  of  announcing  that  ship- 
ments will  not  be  available  for  loans     p.  136, 

p.  288 

Objection  to,  Webb  6076-84,  6094-5 

Policy  re,  letter  from  Goveimment  of  India, 
2lBt  February  1907,  Abrahams     -       p.  152-4 

or.ly  Reason  for  asking  for  holding  of,  in  India 
instead,  would  be  want  of  confidence,  New- 
march         -  ■        -       1784-96 


Paper  Currency  Reserve — continued. 
Gold  portion — continued. 
in  London — continued. 

would  be  Unnecessary  with  properly  constituted 

gold  standard  reserve,  and  holding  in  India 

would  be  preferable,  Eoss  3663-8,  3699,  3797, 

3799-804,  3843-53,  p.  546 

Use   of,   as    supplementary   to     gold    standard 

resei-ve  for  support  of  exchange,  Newmareh 

1668-72 
Value  of,  for  purchase  of  silver,  &o.  to  support 
exchange,  Newmareh  ■       p.  223-4 

Purpose  of,  different  from  that  of  gold  standard 
reserve,  Abrahams  951 

Release  of  two  crores  from,  for  investment,  sug- 
gested by  Upper  India  Chamber  of  Commerce, 
May  1904  -  -  p.  265 

Transfers  from,  as  possible  supplement  to  proceeds 
from  council  bills  and  transfers,  method, 
Abrahams  -         -  p.  11 

Transfer  to,  froiQ  Bank  of  England,  telegrams 
between  Secretary  of  State  and  Viceroy,  1905, 
Abrahams  •  p.  136-7 

would  be  Treated  as  subsidiary  reserve  to  gold 
standard  resei-ve,  Newmareh    ■  1384-91 

Use  of,  for  development  of  railways  and  irrigation, 
scheme,  Hamilton  2306-12,  2326-66,  p.  529 

Use   of,   for  purchase  of  silver,  see  under  Silver, 
piu'chase  of,  for  coinage. 
Governed  by  statute,  Abrahams  -       700 

History,  Newmareh  -  1638-44,  p.  239 

in  India,  histoiy  of,  Newmareh  -  p.  244 

India  Office  balances  not  affected  by,  Abrahams  109 
Ingot  reserve,  history  of,  Newmareh  1686-7,  p.  244 
Intermingling  of,  with  gold  standard  reserve  at 
option  of  India  Office  complained  of,  Webb  p.  559 
Kept  separate  from  cash  balances,  Bhupendra  Nath 
Mitra  -  4827-9 

Lending  feom  : 

would  be  Advantageous,  but  would  not  have  same 
effect  as  State  bank.  Hunter  6364,'  6541-4 

possible  Advantage,  Howard  -  p.  590 

Advocated  and  approved,  Webb,  6092-3,  6141-54 
6242-8,  6286-7;  Le  Marehant,  7673;  Smith, 
8499-501,  8507. 
Approved,  on  security,  and  question  as  to  nature 
of  securities,  Ross,  3669,  3672-3,  3773-6- 
Hunter,  6461-4,  6637-9,  6657-61. 
Loans  would  be  most  required  by  trade  when 
resei-ve  most  able  to  give.  Hunter  6417-30 

Objection  of  Sir  Clinton  Dawkins  to,  Howard 

8194-5,  p.  590 
Objections  of  Government  of  India  re,  Abrahams 

Proposal  of  Bank  of  Bengal  re,  Abrahams  p.  4 

Proposal  not  fa.voured.  Cole  3445-9 

Question  whether  demand  for,  would  coincide  or 
not  with  period  of  greatest  demand  for  encash- 
ment of  notes,  Howard  .  8196-9 
Risk  of  depleting  coin  reserves  remote.  Abrahams 

444-7 
Suggested,  Abrahams  88, 159.  214-6, 361-2,  436^8, 

p.  14-5,  p.  18 
as     Tempoi-ai-y     mvestment,     schemes,     Barrow, 
3055-65,  3080,  3124-50,  3154-7,  3179-92,  3196 
-200,  3268-70,  3325-7  ;  Howard,  8187-93. 
Location  : 

Approved, 'Barrow  .  3076 

in  India,  advocated  and  reasons,   Webb,  6096-103, 

p.  663,  p.  569 ;  Sundara  Iyer,  p.  629. 
Partly  in  London  and  partly  in  India,  approved. 
Hamilton         ...  g27 

of  Portion  in  London : 

Desirable,  Boss        -         -  .     3793 

Desii-able  as  resom-ce  against  faD  in  exchange, 

Newmareh  -  1361 

Objection  to,    and   criticism    of   arguments   in 

favour  of,  Webb  .       p_  561-3 

Objects  of,  Abrahams      -         .         .  698-9 

Paper  CuiTency  Act  not  in  theory  applicable  to, 

portion,  Abrahams        .  .  904-5 
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Paper  Currency  Reserve— con^mwefZ. 
Location — eoniinued. 

of  Portion  in  London — continued. 

Tempoi-aiy  additions  to,  by  adding  sterling  se- 
curities or  allocating  to,  deposits  at  Bank  of 
England  or^  loans  granted  to  first-class  bor- 
rowers against  British  or  Indian  Government 
securities,  disadvantages,  Abrahams  -  p.  95 
vrith  View  to  supporting  exchange  : 

Criticism,  Wehh  -  -         .        .  p,  5(53 

Question  as  to  possibility  of  misunderstanding 

in  India,  Abrahams        -         -        .     906-7 

Management,  fuller  information  to  public  desirable, 

Abrahams  -         -         -         .         .         .         -907 

Metallic,  amounts,  1862-3  to  1889-00     -         -  p.  262 

Origin,   distinction  from  origin   of    gold  standard 

reserve,  Abrahams       -         .         .         .  756-61 

Original  pui-pose  of,  and  present  use  for  maintenance 

of  exchange p.  117 

Primary  and  essential  function  of  -         -  p.  256 

Run  on  : 
not  very  Likely,  Newmarch  -        -   1424,  1817 

might  Occur,  Barrow  -         -         -  3164-6 

Rupees  and  silver  bullion  in,  1900-9      -        -  p.  190 
Securities  : 

Amounts,  1862-3  to  1889-93      -         -         -p.  262 
Criticism  by  Lord  Ourzon  of  proposal,  Abrahams 

p.  122-3 

Decrease  of  investment,  and  loss  to  India  from. 

Ham/ilton  -         •  p.  521.  p.  527 

Distinction  between  investment  of  gold  standard 

reserve  and,  Barrow  -         -  3080-1 

Elasticity  lacking  and  amendment  of  Act  needed. 

Hunter   -  -         ...  p.  593 

Fluctuations,  Newmarch     -        -        -         -  p.  24 

Government  3^  per  cent,  rupee  paper  until  rupee 

investment   reaches   Rs.    15    crores   suggested, 

Howard  ■         -        8402-5,  p.  590 

History  and  particulars  re,  from  1863,  Newmarch 

1673-8,  p.  239-40 
Increase : 

1904  and  1911,  correspondence  between  Govern- 
ment   of     India    and     Secretary    of     State, 
Newmarch         -         -         -         -         p.  255-83 
Letters   from   Bank  of   Bengal,    March   1904, 
Newmairch  -         -         p.  267,  p.  277 

Letters  from  Bank  of  Bombay,  1904,  Newmarch 

p.  271-4,  p.  277-8 

Letters  from  Bank  of  Madras  approving,   and 

advocating  rupee  paper,  Newmarch       p.  265, 

p.  281 

Letters   from  Bengal  Chamber  of   Commerce, 

1904   and  1908,   approving,   and  advocating 

sterling  securities,  Newnuwch  p.  271,  p.  281-2 

Letters  from  Bombay  Chamber  of  Commerce  re, 

1904  and  1908,  Newmarch  p.  265-6,  p.  279-80 

Letter  from  Karachi  Chamber   of    Commerce, 

1904  and  1908,  re       -        -      p.  270-1,  p.  281 

Letter    from   Madras    Chamber   of   Commerce 

approving,    and  advocating  rupee   securities, 

Newmarch  -         -         -         ■  -  P-  270 

Letters  from  Rangoon  Chamber  of  Commerce 

re,  1904  and  1908,  Newmarch      p.  266,  p.  280 

Letters  from  Upper  India  Chamber  re,  Newmarch 

p.  265,  p.  283 
Question  of  (letter  of    Government  of  India, 
1900),  Abrahams        -        -        -    P-  HO,  114 
to  20  crores  in  near  future  suggested,  Howard 

p.  589-90 
Interest  on  investment,  addition  of,  to  gold  stan- 
dard reserve,  proposal  by  Government  of  India, 
and  opinion  re     -        -         -        -  p.  119,  P-  122 
further     Investment      immediately     pi-acticable, 
Newmarch      -         -  -        -    _     1812-4 

Investment  in  rupee  securities  or  sterling  short- 
dated  securities  preferable,  Newmarch     -     1815 
Issue     direct    to    paper     currency    department 
suggested,  Howard  -        -        -         -  P-  590 

Letter  of  Madras  Chamber  of  Commerce,  December 
1908,  suggesting  investment  of  fixed  proportion 
of  notes  in  circulation,  and  obligatory  sale  of 
securities  if  and  when  metallic  reserve  touches 
certain  point,  Newmarch  -         -       p-  282-3 
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Vaper  Currency  Reserve — contirmed. 
Secxj  rities — continued. 

Opinion  of  Secretary  of  State  re  proposals,  1900 

p.  127-8 

Power  to  invest  certain  percentage  of  circulation 

instead  of  fixed  sum  advocated,  Barrow  3055-7, 

3139 
Proportion,  method  of  regulating,  Newmarch  1811 
large  Realisation  on  Indian  market  would  seriously 
depress  price,  Newmarch  ■     1739 

Receipts  from,  Newmarch  -  1733-5 

Releasibility  question,  Newmarch        ■        1739-43 
Remittances  to  England  for,  dispatch  of  Secretary 
of  State,  7th  April  1905  re  form  of,  Abrahams 

p.  132-3 
Rupee  securities  : 
might  be  Increased,  Newmarch        -  1810,  1816, 

1818 

Preferred,  Howard  -        -        -        -  p.  590 

Proposals  of  Government  of  India,  28th  April 

1904,  Abrahams  -         -         -       p.  130-2 

Statement  showing  gain  or  loss  in,  1900-1  to 

1903-4        ....  .  p.  132 

Sale  of,  and  application  of  to  gold  standard  reserve 

not  considered  practicable,  Newmarch      -     1427 

Sterling : 

Advantages,  letter  of    Government  of    India, 

18th  August  1904,  Newmarch  -  p.  256 

no   further   Increase    considered    necessary   at 

present,  Newmarch  -         -    1810,  1816 

Introduction  of,  1905,  and  reason,  Newmarch 

1673-6 

Limitation,  Newmarch  -         -  1677-8 

Reasons    of    Government   of   India,    1904,   for 

increasing,  Newmarch  -  1808-9 

in   Sterling   securities    and   British    Government 

funds,  proposal  by  Sir  E.  Law         -     p.  119-20, 

p.  124-5,  p.  125-6 

Suggestions,  Webb  -         -         -         -  p.  563 

Temporary,     investments     in    London,    scheme, 

Barrow  -  3080,  3179-86,  3193-201 

Silver  portion  : 

Amounts : 

1862-3  to  1889-90  ...  -  p.  262 

1894-5  to  1912-3,  Newmarch  ■        -  p.  254 

Correspondence  between  Government  of  India 

.  and  Secretary  of  State  re,  Abrahams,  p.  133-5, 

p.  141,  p.  177-8,  p.  183,  p.  185-6,  p.  196-9 ; 

Newmarch,  p.  257,  284-5,  p.  286. 

Decrease  of,  and  suggestions  for  sti-engthening 

stock,  letter  from  Government  of  India,  26th 

April  1906,  Abrahams  -  -     p.  137-41 

Fluctuations,  Newmarch  -        p.  243,  p.  245 

Memorandum  enclosed  in  despatch  of  Secretary 

of  State  re,  1910,  Abrahams  -      p.  188-94 

Opinion  of  Sir  E.  Law  re,  Abrahams        -  p.  120 

Policy  re,  Newmarch       -         -         -        p.  245-6 

Policy  approved,  Howard   -  "         ■  P-  587 

Policy  re,   letter  of   Government  of  India,   29th 

February  1912,  Abrahams        -  p.  198-9 

Suifioient  must  be  kept  in  hand  for  encashment  of 

notes,  and  rest  lent  out  at  interest  to  Treasury 

balance  department,  Hamilton      2526,  5388-91, 

p.  519,  p.  527 

Two-thirds  in  silver  rupees  and  bullion  suggested, 

Sundara  Iyer  -         -         -  -  p.  629 

System  approved,  McBobert  -  -  p.  549 

System  approvedbut  simplificationsuggested,  ffotoard 

p.  586 
Transfer  to,  of   all  rupees  held  in  Gold  Standard 
Reserve  against  corresponding  transfer   of  sove- 
reigns, see  under  Gold  Standard  Resei-ve. 
Transfer     of     balances     between     treasuries     and, 
Bhupendra  Nath  Mitra       4321,  4329-32,  4446-50 
Transfer   of  proceeds   of   sale   of  bills  to,  systein, 
Abrahams  -  -  -         -  994-8 

Use  of,  for  other  purposes  than  redemption  of  notes, 
Abrahams  -        -  -  -        -  901-3 

Use  of  as  supplementary  to  support  exchange,  no 
objection  to  if  primary  object  of,  secured,  Howard 

p.  588 

Persia,  trade  with,  1888-9  to  1907-8,  Newmarch  p.  292 

Post     Office     transactions,      statistics,    1900-1    and 

1910-11,  Howard p.  583 
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ROVAL   COMillSSIOX    i>N    IXDIAX    FIXAN'CE   AND   CURRENCY 


Presidency  Banks: 

see  also  Bengal,  Bombay,  and  Madras. 
Access  to  London  money  market  : 

see  also  Relaxation  under  Restrictions  below. 
Absence  of,  not  at  present  a  serious  defect,  Howard 

8178,8316-7 
Advocated,  but  not  dealing  in  exchange,  Hunter 

6527-9,  6680 

Letter    of    Madras    Chamber    of    Commerce   re, 

February  1900,  Abrahams        ■         -       p.  416-7 

not  Necessary,  and  jjublic  opinion  would  be  against. 

Smith     -        -  -  8509-11 

Objection  to,  McRobert  -  3996,  p.  548 

Speech  of  Mr.  E.  N.  Baker,   C.S.I.,  in  1907,  re, 

Toomey  and  Fraser  -  -      P-  538—40 

Suggestion,  Hunter  6415-6,  6928-34 

Unnecessary,  Dmh  6a)--         -  8109-10,8121 

might  be  Useful,  Howard   ■         -     8178-88,  p.  581 

Advantages  received  by,  as  remuneration  for  work 

done  for  Government,  and  status  of,  Abrahams 

188-94 
Agreements  with,  Abrahams  38,  p.  2 

Agreements  : 

Correspondence  between  Gfovernment  of  India  and 
Secretary  of  State  re  modification  of,  1874-5, 
Abrahams  •         p.  30-5 

Question  -as  to  importance  of,  Abrahams      -  125-8 
Amalgamation,  see  under  Central  or  State  Bank. 
Amount  of  public   deposits   and  cash   balances  at 
head  offices  of,   dming  first   13  weeks  of  1898, 
Abrahams  •  -  p.  57 

Amount  of  public  deposits  and  cash  balances  at,  and 
at  branches  during  first  13  weeks  of  1898  (West- 
land),  Abrahams  p,  58 
Board,  representation  of  exchange  banks  and  Govern- 
ment on  (if  banks  enlarged),  suggested,  Hamilton 

p.  526,  p.  528 
Borrowing,  no  i-esort  outside  India,  according  to,  strict 
letter  of  charter,  but  possible,  Dunbar     8094,  8103 
Branches  : 

Closing  of  reserve  treasui-ies  and  transfer  of 
balances  to,  would  be  advantageous.  Hunter 

6377 
Currency  chest   usually  taken  over  by  Bank   of 
Bengal  but  not  by  Bank  of  Bombay,  Bhupendra 
Nath  Mitra  ■         -        4726-31 

Difficulty  of  starting,  without  Government  assis- 
tance, but  started  by  Bank  of  Madi'as  without 
sub-agencies,  Bhupendra  Nath  Mitra      4559-62 
Dropped  in  a  few  cases  as  not  paying,  Barrow   3300 
Government  guarantee : 
jio  Inducement  except  for  first  five  years,  and 
then  unremuneiutive,  Hunter  6378-86 

"Working  of,  Bhupendra  Nath  Mitra       4316-25, 

4335-8,  4499-503 
Holding  of  cun-ency  chests,  system.  Hunter 

6644-55 
Multiplication  of,  would  not  enable  working  with 
lower  balances,  Bhupendra  Nath  Mitra         4334 
Opened  wherever  possible,  and  mininium  balances 
given  in  certain  cases  by  Government,  and  ques- 
tion of  extending  system,  Barrow  3175-8, 

3301-9 
Question  of,  in  place  of  resei-ve  treasm'ies,  McRobert 

4102-5 

Transfers   between   currency  chests  and,  system, 

Bhupendra  Nath  Mitra  -  4732-40 

Business  efficiently  done.  Smith  8765 

Business  with  natives,  question  as  to  extent,  Abrahams 

163-4 

Capital,  enlargement,  letter  fi-om  Bank  of  Bengal  re, 

1899,  Abrahams  -  -         -  p.  365-79 

Capital  and  reserves,  31st   March    1912  and   1913, 

Abrahams  -  -  -         -         -  p.  349 

Capital  and  resei-ve  and  private  deposits,  1898  and 

1913,  Hunter      -         -  6540-4,  p.  594 

no  Change  in  legal  conditions  of  working  advocated. 

Smith  8508,  p.  615 

Competition    of   exchange    banks   with,   to   ceiiain 

extent,  Toomey  and  Praser  •  2654—8,  2970-2 

Deposits  : 
1901. 1910,  Smith  -  p.  614 

Government : 
1888-98  -         -        -  -         -    p.  52 

Amount  of,  and  policy  re  (Westland)      p.  58-60 


Presidency  Banks — ccntinued- 
Deposits — continued. 
Government — continued. 
Avei-age  amount  agi'eed  to,  and  payments   p.  32 
Average,  or    in  District  Treasuries    (excluding 
Reserve  Treasui-ies)  on  last  day  of  each  month, 
1878-82  to  1893-98     -         -         -  p.  63 

as  Compensation  for  withdi'awal  of  note  resei-ves, 
claim  recognised  as  reasonable,  though  not 
legal,  Abrahams  -  189, 366-9 

in  Excess  of  fixed  minimum,  Newmarch,  1831—4 ; 

Bhupend/ra  Nath  Mitra,  4358-9. 

History  of,  Abrahams      -  ■  33—46 

Increase  of  amounts  on  flotation  of  loan  and  in 

special  cases,  Abrahams  370-3,  p.  2 

Increase,  see  Loans  to  below. 

March,  1912,  Abrahams  -         -  -  p.  349 

Percentages  of,  to  capital  and  resenre  and  to  cash, 

1910,  1911,  1912,  Abrahams     88, 223, 449,  p.  5 

Retention  of,  above  cei-tain  sum  on  payment  of 

interest   possible,   but  no   case   of   charging 

interest  known,  Bhupendra  Nath  Mitra  4588-93 

no  Specific  security,  Abrahamg  -  128-9 

Statistics,  Abrahams  -         -     38,  p.  1-2 

Sm^lus    transferred    to  reserve  treasury  when 

above  certain  amount,  Bhupendra  Nath  Mitra 

4360-4 

Telegram  from  Viceroy  to  Secretary  of  State, 

22nd  January  ,1913,  Abrahams      -         -    p.  66 

Withdrawal,     question     as    to    possibility    of 

difficulty, BhupmdraNath Mitra  4366-7, 4587 

Withdi-awais,  Abrahams  p.  54 

Growth,  1870,  1890.  1910,  Howard      -         -  p.  381 

Manipulation  of,  to  create  stringency,  denial 

p.  54-5,  p.  41,  p.  47 

Proportion    of     Govewunent     balances    to    total 

balances,    and     comparison    with    position    in 

England,  Abrahams  -         -  p.  53-4 

Rate  paid  on.  Hunter         .         .         .         :  6891-5 

Same  i-ate  given  at  up-country  branches.  Smith 

8671-80 
Drafts  on  London  sold  by,  McRobert      -  '       4260-1 
Drafts  on  London  sold  to,  by  exchange  banks,  rates 
usually  as  good  as  those  got  from  exchange  banks 
direct,  and  preference  would  be  given  to  Presidency 
havikB,  McRobert  -  4255-9 

Effect   on,    of  establishment   of   reserve  treasuries, 
Abrahams  -  -         -  45-6 

Enlargement  of  powers,  see  Relaxation  wmder  Restric- 
tions below. 
Equal  to  relieving  all  probable  difficulties  in  crisis, 
with    loans   fi-om   Government    and    State   bank 
would  not  be  in  stronger  position,  McRobert 

4125-32 

can  Fulfil  obligations  under   existing' ciramstances 

and  agreements,  Abraimms  -         -  125-6 

GoveiTunent  has  no  relations  with   other  bank   as 

general  rule,  Abraliams       -  -     41-2 

Government  work,  expense  of,  Dunbar  -  7922-4 

Letter  from  Government  of   India,  Api-il  1904,  re 

proposed    increase    of    paper    cuixency    reserve, 

Newmarch  _        p.  258-9 

Linking  up  of,  with   Co-operative    Credit    system 

advocated,  Hamilton    -         -  p.  526 

Lo.iNS  TO  : 

see    also   Lending    from    under    Paper   Cuirency 

Resei-ve. 
Advisability,  question  of,  Abrahams  48-9,  p.  3 

Advocated,  TTeftJi,  5086-91,  p.- 554;  Reid,  7280-5; 

lie  Marclumt,  7669-71. 
Advocated,  withoiit  security  or  interest,  Hunter 

6368-76 
Amount,  question  of,  Le  Marchant  7693 

Assistance  to  trade  from  an  elastic  paper  cui-rency 
reserve  preferable  to,  Bhupendra  Nath  Mitra 

4354-7,  5483-5 
Attitude  of   Govermnent  re,  in   1899.  Bhupendn-a 
Nath  Mitra  ■  -  4579-82 

at  Bank  rate,  policj-  re,  and  effect  of.  Abrahams 

47-9,  374^7,  p.  2 
below  Bank  rate : 

Advocated,    Too^ney-  and  Fraser,  2567-81,  2621, 
2950-4,    p.    537  ;    Bhupendra    Nath    Mitra, 
4349-oU-  McLeod,  7250-5. 
Question  of,  Abrahams  -         .  ,  •    499-502 
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Presidency  Banks — continued. 
Loans  to — continued. 

below  Bank  rate — continued. 

Report   of    finance    sub-committee    to    Bengal 

Chamber  §£  Commerce  in  favour  of,  December 

1898,  Abrahams  -      ,  -         -  ,  ,     P-  51-2 

Banks    would   be    assisted,   but  not ,  Indians  at 

large,  Sundara  Iyer  -    ,  8963-75 

Banks  would  be  able  to  hold  larger  amount  of 
Government  securities,  McLeod  -     7253-5 

Banks  could  take  bills  of  merchants,  and  those 
hills  with  their  endorsements  would  be  reason- 
able security,  Le  Marchant      -         -  7672 

Conditions  attached  to,  Abrahams  379-86 

Correspondence  between  Bombay  Chamber  of 
Commerce  and  Government  of  India  re,  1888-9, 
Abrahams        -         -         -       -  -        -       p.  36,  41 

Con-espondence  between  Government  of  India  and 
Secretary  of  State,  1904,  Abrahams  -  p.  442 

Demand,  qnestion  as  to  extent,  Toomey  and  Fraser, 
262V;'Bhv^endra  Nath  MVira,  4586;  Howard, 
8171. 

no  general  Demand  received,  telegram  from 
Viceroy  to  Secretary  of  State,  22nd  January 
1913,  Abrahams       --     -         -         -         -    p.  66 

no  Demand  recently,  possibly  owing  to  loans-being 
only  at  bank  rate,  Howard       -         -       .  8169-70 

Despatch  from  Lord  Geoirge  Hamilton  to  Gov- 
ernor-General of  India  in  Council,  4th  May 
1899,  objecting  to  proposal,  Abrahams      p.  62-4 

Difficulty  of  question,  Abrahams  -       181 

Disadvantages,  Abrahams,    353-60,  428-35,  p.  3-4 

possible  Effect  on  sale  of  Council  bills,  Bhu- 
pmdfl-a  Nath  Mitra    -     4341-5,  4376-7,  4568-78 

Experience  of  1875  not  considered  conclusive,  and 
matter  prohably  considered  from  time  tO  time  by 
Government,  Abrahams  -         -         •  420-3 

Experiment  considered  worth  trying,  Bhupendra 
Nath  Mitra     -  -         •         .-     4344 

Increase  of  facilities,  advantages,  Abrahams  p.  3-4 

Interest,  question  of  decreasing  rate  asked  to 
1  per  cent,  below  bank  rate,  Abrahams      208-13 

Letter  from  Bengal  Government  re,  March  1900, 
Abrahams       -         -         -         -  p.  423-4 

Letter  of  Madras  Chamber  of  Commerce  approv- 
ing, February  1900,  Abrahams  ,     -  p.  416 

Letter  from  Rangoon  Chamber  of  Commerce, 
March  1900,  approving,  Abrahams  -  p.  424 

Money  may  be  locked  up  for  which  sudden  and 
unforeseen  demand  na&j  a.Tnse,  Bhupend/ra  Nath 
Mitra         -        -         -         -         -     4341,4563-7 

not  much  Money  available,  Sundara  Iyer      p.  632 

Needed  between  January  and   April,  Bhupendra 

Nath  Mitra  -  ■  ■     4346 

■  no  Objection  to,  but  demand  would  probably  be 

very  small,  Howard  -  p.  579 

Opinion  of  Government  of  India  re,  Abrahams 

90-5,  p.  3-5 

as  Payment  for  services,  suggested,  Howard 

8176-7 

Possibility  of,  at  present,  but  no  demand  for 
last  5  or  6  years,  and  qnestion  of  reason, 
Abrahams,  2()%,  378-9;  Bhupendra  Nath  Mitra, 
4348-9. 

would  be  Preferable  to. loans  to  firms  or  institu- 
tions, and  effect  on  money  market  would  be 
greater,  Abrahams  -  -  453-63 

Proceedings     of     interview,     11    Januaiy    1899, 

between   deputation   from  Bengal  Chamber  of 

'  Commerce  and   the  Hon.  Sir  J.  Westland  re, 

Abrahams'  .  '      -  -      '  p.  58-62 

Question  of,  owing  to  change  in  circumstances 
since  1874,  Abrahams      -  503-11 

at  Rate  offered  by  banks  for  short  term  fixed 
deposits  would  be  advantageous,  Hunter  6391-3 

Safety  of,  que&tioh  of,  and  consideration  neces- 
sary, Abrahams    -  -         -     86-8, 217-9 

Securities : 

Banks  could  provide  sufficient  security  to  meet 
all  they  would  require  to  borrow,  Fraser 

..  2843-5 

Should  be  taken,  and  question  as  to  nature  of, 

Bhupend/ra  Nath  Mitra        ■         4348,4351-2 

Statistics,  &c.,.46raAam«    -         -         -        102,  p.  2 


Presidency  Banks — continued. 
Loans  to — continued. 

Undue  dependence  of  trade  on  Government  money 
would  result,  Bhupendra  Nath  Mitra  4341, 

4353-4 
Loans  bt: 

Power  to  lend  on  any  form  of  mai'ketable  security 
advocated,  McEobert         3995-6,  4112-7,  p.  548 
Relaxation  of  restrictions,  advocated,  Hwnter 

6681-2 
Securities,  nature  of,  Dunbar,  7973-8 ;  Smith, 
8707-10,  8714^9. 
Paper  currency  and  balances  could  perhaps  be 
made  over  to,  sepai-ately,  and  without  amalgama- 
tion into  Central  Bank,  but  would  be  difficult, 
Blmbar      -         -         -  .         .        8118-20 

Position  of,  in  case  of  crisis,  question  of,  and  ques- 
tion of  advantage  of  amalgamation,  Smith  8720-8 
Power  of   dealing  in  foreign  exchanges,  correspon- 
dence between  Secretaiy  of  State  and  Government 
of  India,  1862-78,  objecting  to,  Abrahams  p.  514-7 
Relations  of  joint  stock  and  exchange  banks  with, 
and  question  as  to  strength  of  position  as  bankers' 
banks,  Toomey  and  Fraser,  2872-82,  2891,  2913-6  ; 
Hunter,  6633-4. 
Relations  between,  friendly,  Bunbar       -        -     8117 

RBSTBIOTiONS  : 

of  no  practical  Importance  at  present,  Smith 

8509,  8711-3 
Nature  of,  Abrahams  -  184,  241,  242-6 

Note  on,  Abrahams    -  -        p.  336-8 

Relaxation : 

Correspondence  between  Government  of  India 
and  Chambers  of  Commerce  re,  Abraham,s 

p.  358,  p.  383-8,  p.  391-3,  p,  424 

Correspondence  between  Government  of  India 

and     Local     Governments     re,     1899-1906, 

Abrahams    -  p.  361,  p.  424 

Correspondence  between  Government  of  India 

and  Presidency  Banks  re,  1905,  Abrahams 

p.  362-79,  p.  388-90,  p.  442-89,  p.  503-11 

Correspondence  between  Government  of  India 

and  Secretary  of  State,  Abrahams  p.  399-407, 

p.  425,  p.  438-513 

Correspondence     between     India     Office     and 

'    National  Bank  of  India,  Chartered  Bank  of 

India,  Australia,  and  China,  Hong  Kong,  and 

Shanghai  Banlcing  Corporation  and  Mercantile 

Bank  of  India,  1904,  Abrahams      -     p.  491-8 

Extract     from     proceedings     of     Legislative 

Coimcil,  January  1900,  Abrahams  -      p.  394-9 

History  of  discussions,  &c.,  re,  Toomey  and  Fraser 

2621,  2675,  p.  537 
Memorial  to  Government  of  India  re,  Abrahams 

p.  382-3 
to  Permit  dealing  in.  sterling  exchange,  opposi- 
tion  to,    by    exchange    banks,    Toomey   and 
Fraser    -  -     2621,  2623,  p.  537 

Report  from  Accountant  General,  Bombay,  re, 
1899,  Abrahams  -         -         ^        p.  418-9 

Report  of  Accountant  Genei'al,  Madras,  Decem- 
her  1899,  Abrahams  ■  -  p.  421 

Resolution  of  Government  of  India,  August 
1878,  Abrahams  -         -         -  p.  383 

Speech  of  Mr.  E.    N.    Baker,    C.S.I.,  in   1907, 
Toomey  and  Fraser       -         -         -     P-  538-40 
Speech   of    the    Hon.    Mr.   Dawkins   re,   1899, 
Abrahams  -         ■      p.  358-61 

Summary  of  requests  preferred  by  banks,  objec- 
tions to  be  met,  and  replies  of  Bank  of 
Bengal  to  -  -       P-  445-8 

Weekly  percentages  of  cash  to  liabilities,  1900  .p.  436 

Private  Trade: 

1896-1908  -        -  P-  181 

net  Balance  of  India's  foreign  trade  p.  234-6 

net  Exports  of  merchandise  and  treasure  from 
1st  April  to  31st  March,  1871-72  to  1912-13, 
Abrahams  -  -  P-.  107 

from  1st  November  to  31st  October,  1892^93  to 
1 911-12,  Abrahams     -  -         -  p.  108 

Provincial  Governments,  grants  to,  and  system  of 
showing  in  Annual  Financial  Statement  of  Govern- 
ment of  India,  and  question  of  altering  form  of 
statemenij,  Abrahams,  57-69,  131-2;  Bhupendra 
Nath  Mitra,  4431-7  ;  Howard,  8143-8. 
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Punjab,  notes  less  used  than  in  United  Provinces,  but 
gold  more,  McBobert  -         -        -        3973-4 

Punjab  Government,  letter  to,  from  Government  of 
India,  1899,  re  relaxing  restrictions  on  Presidency 
Banks,  Abrahams  -  -         -         -         -  p.  361 

Public  debt  of  India,  see  Debt. 

Bailways : 

Application  of  profits  on  coinage  of  rupees  to,  see 

under  Coinage  under  Rupees. 
BoiTowing    for,     question    of     floating     in     India, 

Abrahams  -         -  ...  525-6 

Brancb-line  terms   given  to  companies   with   rupee 

capital  should  be  extended  to   sterling  capital, 

McLeod  -  ...     7114 

Capital  expenditure  : 

Continuity  made  possible  by  high  balances,  Howard 

8167-8,  p.  678,  8280 

Definite  programme  irrespective  of  fluctuations  of 

revenue : 

Desired,  McLeod,  7256-8  ;  Beid,  7395-404. 

Proposal  impracticable  in  present  circumstances, 

Howard       ....  8278-9,8406-13 

and  Inadequacy  of,  and  need  of  increase,  McLeod 

7050-8,  7247-9,  p.  598-60,  p.  4 

Insufficient,  Webb       -        -  5664^73,  p.  553 

Provision   for,   from  balances,  objection  to,   and 

raising  of  loans  advocated,  Beid  7395-404, 

p.  576 
Reduction,  anticipated  effect,  Abrahams  p.  17 

Capital  received  from,  1907-8  to  1913-4,  Abrahams 

p.  67-73 

Construction,  and  need  for  expenditure   on  rolling 

stock,  remarks  made  at  deputations  to  Secretary 

of   State,   10th   June   1912    and   2nd  June  1912, 

McLeod  -  p.  607-12 

Earlier    information    to,   of    amount  to   be   spent, 

question  of,  Howard  -  -  8139-40 

Excess  of  net  receipts  over  budget  estimates,  1910-1, 

1911-2,  and  1912-3,  Newmarch  -         -  1443-5 

Finance,  importance  of  question,  and  criticism   of 

present  policy,  McLeod  -         -    p.  598-606 

Financial     an-angements     with     companies,      and 

explanation  of  receipt  of  capital  from,  Abraham,s 

9-12 

Increase  in  traffic,  McLeod     -  p.  599-600 

Investors  not  discom-aged  by  Government  treatment 

of  shareholders  in  the  past,  McLeod  7261-3 

Lapsed  grants : 

Earmarking  of,  suggested,  Howard     •  8140-2 

Question    has    been    considered     several     times, 
Howard  -         -  -         -  8414-6 

Re-allotment,    question     should     be    considered, 

Howard  -  -     8285-6,  8309-14,  8417-25 

Offer  of  loan  to,  by  exchange   banks,  and  refusal, 

Fraser        -         -  -  2954 

Overcertifying  indents,  system,  Howard     8140,  8314 
Paid    out    of     surplus     revenues     when     possible, 

Abrahams  -         -  -         -  -  496-7 

Private   enterprise   should   be   encom-aged,    Toom,ey 

and  Fraser,  2952-4 ;  McLeod,  7100. 
Railway  Boai-d  and  policy  of  bon'owing  five  years 

ahead  in  London,  question  of,  Howard        8426-31 
Revenue,  fiuctuations  and   difficulty  of  estimating, 

Abraharas  -         -  ....  305-9 

Statistics  of   mileage   and   traffic,   1900    and    1910, 

Howa/rd  -  -  -  p.  583 

Three     years'     provisional     programme     formerly, 

Howard      -        -  ...  8407-9 

Under-expenditure  and  reasons,  Abrahams,  76, 133-4, 

300-2,  p.  10  ;    Bhupend/ra  Nath  Mitra,    4380-4 ; 

Howard,  8136-8. 
Use  of  money  in  hoards  desii-able,  Beid  -         -  p.  575 
Railways  and  Irrigation  works,  capital  outlay  on,  1907-8 
to  1913-4,  Abrahams      ■  .        .       p.  67-73 

Sangoon  Chamber  of  Commerce : 

Letters  to  Government  of  India,  1899  and  1900,  re 
relaxing  restrictions  on  Presidency  Bank,  and 
loans  to,  from  Government,  Abrahams        -  p.  358, 

p.  424 

Letters,  1904  and  1908,  re  proposed  increase  of 
invested  portion  of  paper  ciuTency  resei-ve, 
Newmarch  -         :         -         -        p.  266,  p.  280 


Receipts  and  disbursements,  by  Government  explana- 
tion of  items,  Abrahams         ■         ■  -     9-28 

Receipts,  Government  statistics  from  1907-8  to  1913-4, 
Abrahams P-  67-73 

REID,  Marshall  P.,  CLE.  -  7264-7614,  p.  571-6 
Balances  : 

Control  of,   should   be  in    money  markets    and 

commercial  centres  7307-13,  p.  572 

Holding  of,  in  London,  objection  to     -         -  p.  572 

Increase  dm-ing  busiest  months,  and    statistics, 

January-April,  1911,  1912,  1913  -  p.  571 

Management,  no  criticism  -  7363 

Bank  bate  in  India  : 

Avei-age,  not  immoderately  high  -  p.  571 

High  rates  injurious  to  trade      -         -         -  p.  571 

BUNNIAS  : 

Connection  with  European  money  market  in  India 

7425-8 
Rates  paid  and  charged  by  -       7427,  7431-2,  7542 
Central  or  State  Bank  : 
Advocated  and  reasons  7314-21,  7557-60, 

p.  572-3 
Agriculture,  &c.,  would  be  benefited  7433,  7541-6 
Amalgamation  of  Presidency  Banks : 

Advocated  -  7322-4 

no  Movement  on  part  of  banks  or  public  demand 

for,  heard  of  _  -  7429-30 

Area,  no  difficulty  anticipated  7537-^40 

Branches  of  banks,  opening  of,  all  over  the  country, 

contingent  on  establishment  of  7492-4,  7575-82 

Branches,  loss  possible  at  fii-st  in  some  parts 

7581-2 

Capital,  present  capital  and  reserves  of  Presidency 

Banks  sufficient  -  7325-6,7339 

Central  Board  : 

Constitution,  functions,  &c.  7462-71,  7476, 

7583-8 
Location :  - 

Calcutta,  approved  -  7309-13 

Commercial  centre,  essential  .     -  7447-9 

Local  jealousies  should  not  be  viewed  with 

concern,  having   regard    to   benefit   to   be 

conferred  on  all  India  by  establishment  of 

7452^ 
Question  of  possibility  of  moving  about 

7452-3,  7472-6 

Question  -         .  .  7534-6 

Necessary      -         -  -  7328-31 

must  be  Representative  of  whole  countiy  as  far 

as  possible  -  .        7329-31 

Functions  advocated : 

Lending  of  balances        -  7495-500,  7510-5 

Management  of  currency         -         .         -     7314 

Sale  of  council  drafts,  but  not  dealing  in  exchange 

generally  -  .         .  7335-6 

Government  guarantee  would  have  to  remain  on 

notes  -         .  .        7518-23 

all  Government  laalances  should  be  handed  over  to 

7338,  7362 

Government  control  desirable,  and  question  as  to 

extent,  and  responsibility        7340-61  7417-22 

7441-6,  7450-1,  7480-90,  7524-32,  7589-614 

Local  Boards : 

Advocated 7327-34 

Constitution,  functions,  &c.     -       7455-61,  7476 

Number,  question  of  7477-9 

London  Office,  advocated  -         .  7337 

Money  would  be  attracted  from  hoards  7390, 

7390-4 

Oheques,  mci-eased  use  of       -        .  .p.  574 

Co-operative   Societies,  tendency  to  attract  money 

from  hoards        -         -         .         .         .         .  p  575 

Council  Bills  and  Telegraphic  Transfers: 
Sale: 
Balances  released  by,  for  benefit  of  public  and 
internal  trade  reached  through  banks  7286-90 
without  Limit  at  Is.  3||i.  on  London,  foi-mal 
notification  ofEering,  would  be  advantageous 

7501-8,  7569 

contmual   Support  of  exchange  at  Is.  3||d.  by 

Secretajry  of  State,  doubt  as  to        .  7501-8 

Suspicion  in  India  that  maintenance  of  exchange 

is  at  times  subordinate  to  other  interests 

7373-80,  p.  673 
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7509,  7571-2,  p.  573 
-  p.  573 
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REID,  Marshall  F.,  O.I.E. — continued. 

Currency,  control  of,  should  be  in  money  markets 

and  commercial  centres       -         -     7307-17,  p.  572 
Financial   Depai-tpent,  system  of  appointing  men 

not  qualified  in  special  duties  criticised       -  p.  572 

Gold  Cueebttcy: 

Encouragement  of  hoarding  would  result    -  p.  574 

Replacement  of  notes  by,  not  desired  -  p.  574 

Wasteful  compared  with  other  methods  and  not 

as  useful  for  support  of  exchange  as  gold  in 

reserve 7386-8 

Gold  Standard  Reserve  : 
Amount,  no  limit  desired 
Approved  in  India 
Form : 

Gold  and  short  loans,  &c.,  advocated 
Gold: 

Amount,  two  millions  insufficient    7509,  7570 
"Whole  amount  in  gold  the  ideal  -         -     7509 
Management,  want  of  confidence  in,  in  India 

7364-80,  p.  573 
Statutory  regulations  would  be  advantageous 

7381,  7369-72,  7568-9 
Whole  profit  on  coinage  should  go  to  -     7384 

Hoards : 

Attempt  should  be  made  to  attract  money  from, 

and     education     of     people     advocated,     and 

suggestions       7317-21,  7389-99,  7490,  p!  575-6 
Issue  of  Railway  debenture  bonds  might  attract 

money  from  -  7413-4,  7423-4,  p.  575 

Money  could  be  attracted  from,  by  issue  of  loans 

in  India,  if  people  educated  -  7435-7 

State  Bank  would  attract  money  from  7390, 

7490-4 
Tendency  of  co-operative  societies  to  attract  money 

from       -  -  -         -  P-  575 

Indian  money  market  : 

Connection  of  European  with  native  market  7425-8 
Stringency  in  busy  season  unavoidable  7272-3 

Irrigation,  use  of  money  in  hoards,  desix'able    p.  575 

Lending  by  Government  in  India  : 
Central  banking  institution  desirable,  and  sugges- 
tions re  -  -  7274-9 
Demand  might  arise  when  Government  least  able 
to  lend                      -                  -  7301-3 
Demand,  question  as  to  extent                     7269-71 
Dependence  of  trade  on,  question  of  -      7297-300 
Refusal  of  request  for  loan  of  50  or  100  lacs  of 
rupees  on  security  of  Government  paper 

7553-4,  p.  571 

Loans,  issue  in  India  ; 

smaller  Denominations  of  Government  paper  would 
be  useful         -  -    _  7438-9 

Increase  possible  and  suggestion  re  securities 

7405-16 

Money  would  be  attracted  from  hoards  if  people 

educated  -        -         -  7435-7 

Railway  debenture  bonds,  people  would  probably 

take  up  largely       -         7407-16,  7423-4,  p.  575 

Notes : 
Encouragement  desirable   -         -       7566-7,  p.  574 
Increased  use  of  .         -         .     '  7555-6,  p.  574 

Presidency  Banks,  loans  to,  advocated   -  7280-5 

■    Railways,  capital  bxpendititre  : 

Definite  progi-amme  irrespective  of  fluctuations  of 

budget  desired        "         "         "         ",     7395-404 

Provision  for,  from  balances,  objection  to,  and 

raising  of  loans  advocated       -  7395-404,  p.  576 

Railways,  use  of  money  in  hoards,  desirable   -  p.  575 

Reserve  Trbasttribs: 

Abolition  would  be  very  largely  possible,  with 

establishment  of  central  institution  7291-5 

Injurious  effect  on  trade  and  industries     p.  571-2 

Savings  Banks,   raising    of    amount  of    maximum 

deposit  and  extension  of  system  suggested  7392-4, 

^  p.  575-6 

Sovereigns,  tendered  to  very  small  extent  in  payments 

p.  574 

Remittances : 
from  India  by  gold  instead  of  Council  biUs,  disad- 
vantages, Abrahams   -         -         -         -        p.  16-7 


Remittances — continued. 

to  India,  private,  methods,  Abrahams     •  114 

Selling  of,  by  Government  and  question  of  making, 

in  terms  of  gold,  Abrahams        -         -  1202-3 

Reserve  Treasuries : 

Abolition  : 
Advocated,  Hunter     -  ...  p.  592 

would  be  very  Largely  possible,  with  establishment 
of  central  banking  institution,  Beid  7291-5 

and  Transfer  of  balances  to  Presidency  Banks  : 
would  be  Advantageous,  Htrnter  -     6377 

not  Possible,  Bhupendra  Nath  Mitra  4373 

Balances  in : 
1888-1898  -  -  -        -    p.  52 

30th  June  1910  to  31st  March  1912,  Abrahams 

p.  351 

31st  March  1912,  Abrahams  -         .  p.  349 

should  be  made  Available  for  loans  to  Presidency 

banks  or  selected  bankers,  Dunbar  -         -     7861 

Considered  in  India  to  be  unduly  large,  Dwnhar 

7858-66 
Bank  rate  probably  higher  in  busy  season  owing  to 
locking   up   of   money   in,   but   system   justified, 
Bhupend/ra  Nath  Mitra  -        4369-71 

Branch,  letter  from  Government  of  India  to  Comp- 
troller General,  December  1879,  Abrahams  -    p.  36 
Branches  of  Presidency  banks  in  place  of,  question 
of,  McBobert      -  -  4102-5 

Correspondence  between  Government  of  India  and 
Secretary  of  State  re,  1874-2,  Abrahams      p.  30-5 
Criticism  re  locking  iip  of  gold,  reply  to,  Abrahams 

1063-73 
Disadvantages  to  trade  recognised  and  comparison 
with  system  in  America  and  England,  Abrahams 

406-12 
Establishment  : 

EfEect  of,  on  Presidency  Banks,  Abrahams       45-6 
Reasons,  Abrahams,  337,  p.  3 ;  Bhupendra  Nath 
Mitra,  4365-8. 
Injurious  effect  on  trade  and  industries,  Beid 

p.  571-2 

Justification  for,  extract  from  financial  statement, 

1889-90,  Abrahams      -  -         -        p.  48-9 

Lending  out  of  balances,  difficulties,   extract  from 

financial  statement,  1889-90,  Abrahams  p.  49 

Letter    of    Upper    India   Chamber    of    Commerce, 

April   1890,   re   disastrous    effect  of    locking    up 

balances  in,  Abrahams  -         -  p.  393-4 

Resolution  of  Government  of  India,  January  1876, 

re,  Abraham,s        -----        p.  35-6 

Surplus  balances  in  branches  of  Presidency  banks 

transferred    to,    when     above     certain     amount, 

Bhupendra  Nath  Mitra  4360-4 

System  approved,  McBobert  3957-9 

System  open  to  criticism  of  upsetting  money  market 

but  not  to  same  extent  as  in  America,  Abrahams 

272-9 
Trade  handicapped  by  system  of,  Webb  5092-5, 

p.  554 
Resource  work  in  India,  extremely  well  done,  Abrahams 

224 

Revenue : 

Collection,  tends  to  create  stringency  on  money 
market.  Boss      -  -         -  3596-602,  p.  543 

Disbursements  chargeable  to,  1907-8  to  1913-4, 
Abrahams  ■  p.  67-73 

Receipts,  1907-8  to  1913-4,  Abrahams   -       p.  67-73 

Surplus  : 

Applied  to  paying  off  floating  and  non-productive 

debt,  McBobert         ■         ■  -  y.  548 

properly  Applicable    to    reduction    of     debt     or 

redxTction  of  bon-owing,  Newmarch     1335,  1358, 

1489 
Disposal,    question    of    previous     discussion     by 

Yiceroy's  Council,  Newmarch  -         -  1492-3 

Explanation  that    capital    expenditure   has   been 

met  out  of,  not  correct,  McBobert  4294-7,  p.  548 
Possibility  of,  would  be    brought  to  notice    of 

Secretary  of  State,  Howard     -  8160-3 

Question  as  to  reasonable  amount,  Webb     -     5326 
Sources,  Webb    -        -  -  5217-36 

Statistics,  31st  March  1910  to  31st  March  1913, 

Webb      -         -        '         '         -         -        -  p.  550 
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Revenue — contin  ued . 
Surplus — continued. 

Use  of,  for  development  works  : 

Advocated,    Ch-aham,   4901-4;      Webb,    5061-3, 

p.  563. 

Objection  to.  Boss  -         -  3831-6 

Use    a.s    sinking    fund    for    reduction    of     debt 

advocated,  Boss  3588-94,  3827,  p.  543 

should  be  Used  for  reduction  of  capital  expenditure, 

not  lent  to  Banks,  Sundara  Iyer     -        8963-75 

net  Revenue  and  expenditure  of  Government  of  India, 
1909-10  to  1913-14,  ^ftra^ams  p.  18 


-continued. 


ROSS,  Haeet  Maeshall 


3577-3911,  p.  543-7 


Balances : 

Cbarge  against  Secretary  of  State  of  having  with- 
drawn funds  from  India  for  benefit  of  London 
based  on  confusion  of  currency  wjth  capital 

p.  543 
High,  causes  -        3582-5, 3708-9,  3737-8 

Reduction  recently  3840-2 

Retention  of  excessive  balances  in  London,  neces- 
sity for,  not  proved-  3581,  3829-30,  p.  543 
Banks  in  India,  loans  to  mercantile  firms,  rate 

3701-2 

Budget  estimates,  unnecessarily  pessimistic  of  recent 

years  -        -  3583-4,  3709-20,  p.  543 

Centeal  oe  State  Bank  : 

certain  Advantages  of,  but  proposal  not  favoured, 
simple    amalgamation     of     Presidency    Banks 
prefen-ed        3683-5,  3778-9,  3863-77,  p.  544-5 
Amalgamation  of  Presidency  Banks,  preferable 

3778-9 
Capital,  question  of    -  3690-1,  p.  545 

no  popular  Demand  for  3684,  3891-2 

Distinction  in  interests  between  different  parts  of 
India  would  not  be  a  serious  difficulty      -     3777 
Existing  interests  must  be  safeguarded       -    3890, 

p.  544 
Management  of  paper  cui-rency  by,  advocated 

3694-8,3731-2 
as  Paying  proposition,  doubt  re       3688-91,  p.  545 
certain  Restrictions  would  be  necessai-y  to  prevent 
unfair  competition  with  exchange  bajiks 

3683,  p.  544 
Sale  of  Council  bUls  by,  not  advocated        3692-3, 

3794,  3878-80 
Cheques : 

Issue  of,  might  be  extended        ...     3675 
Use   will  be   confined   to   Presidency  towns   and 
little  fear  of  note  issue  being  curtailed  by 

3881-3 

Council  Bills  and  Telegeaphic  Teanspees: 
Effect    of,    to    restore     to    circulation    currency 


abstracted 
Sale: 


3721-4 


on  Any  day  of  the  week  should  be  possible  with 
properly  constituted  reserve  3637,  3699,  j).  547 
in  Excess  of  requirements,  should  depend  chiefly 
on  nature  of  trade  demand  for  cuiTency   p.  544 
,    Ei-eely  and  up  to  total   demands   of  trade  ap- 
proved as  far  as  balances  in  India  permit,  but 
objection  to  selling  more  -         3586-7,  3615-6 
at  Is.  ^d.  only  or  not  below  rate  at  which  rupees 
can  be  procui-ed  from  other  sources,  objection 

3780-2,  p.  544 
against  Silver  coinage,  by  auction,  question  of 

3784-8 
below  Specie  point,  against  new  coinage,  objec- 
tion to  -  3616,  3783-93 
Currency  system,  success  of  -         -3617-23,  p.  543-4 

Gold: 

in  England  more  useful  for  support  of  exchange 
than  gold  in  India  3767 

Exports  to  India,  sale  of  Council  bills  not  inter- 
fered with,  and  interference  not  anticipated  with 
free  sale  -  -  3888-9 

in  India  in  case  of  crisis.  Government  should 
reserve  right  to  refuse  to  issue,  except  for 
export    -  r       3768-72, 3805 


ROSS,  Haeet  Maeshali 
Gold  Cueeenct: 

Objection  to  forcing,  on  India,  and  Government 

should  not  encourage  use  of,  but   should  not 

interfere  if  people  desire  3624-9,  3806-16,  p.  544 

Other  forms  considered  preferable  3628 

Gold  Mint: 

Might  be  Advisable  if  inexpensive       -         -  p.  546 
10  i-upee  piece,  objections  to  -    3817-26,  3854-62, 

p.  546 

Gold  Standard,  advantages  of,  and  progress  of  ti-ade 
since  introduction  -         -        3617-23 

Gold  Standaed  Resbevb  : 
Form  of : 

Gold,  amount : 

Ample   taking   into   account   gold   in    paper 

currency  department     3648,  3795-6,  p.  546 

Crisis  of  1907-8  a  good  test    -  3649-52,  3748 

should  be  Fixed  on  basis  of  number  of  rupees 

in  cii'culation,  and  suggestions  re    3648-62, 

3740-66,  3908-11,  p.  546 

Securities,  not  intended  by  Fowler  Committee, 

3896 
Locatioii  in  London  advocated  p.  546 

Statutory  regulations  desirable     3631-40,  3733-9, 

3904-7,  p.  544,  p.  546 
Subsidiary  branch  in  India  (silver),  advantage  of 
(and  considered  as  practically  part  of  currency 
reserve) -        -        -  -  3641—4 

Use  of,  should  be  restricted  exclusively  to  main- 
taining exchange  -         -         •    3640 
Home    charges,    st^gested    payment    of,    through 
medium  of  certain  Indian  banks,  objection  to 

3614,  p.  544 
Income  tax,  as  applied  to  natives,  objection  to 

3719-20 

Lending  by  Government  in  London,  approved    3595 

Lending    by   Government    in    India,   to   banks    on 

security,  advocated  below  bank  rate,  but  system 

of  tender  might  be  preferable        3603-12,  3700-7, 

3725-7,  3886,  p.  543 

Loans,  issue  of,  by  Goveenment: 

Encouragement  of  private  enterprise  in  India 
desirable  -  3890, 3899-903 

in  India  would  be  preferable  to  London  3887,  3898 
Mints,  closure  of,  progi'ess  of  trade  since,  and  success 

of  system  3617-23,  p.  543 

Notes  : 

Extension  of  places  at  which  encashable  desirable 

3729-32 
Increasing  circulation  and  reason  -     3820 

PrefeiTed  .        -  -    3628, 3728 

Papee  Cueeenct  Reseeve.' 

Fiduoiai-y  portion,  regulations  desirable  and  sug- 
gestion .         .        3669-82 

Gold,  holding  of,  in  London  would  be  unnecessaiy 
with  properly  constituted  gold  standard  reseiwe, 
and  holding  in  India  would  be  preferable 

3663-8,  3799-804,  3843-53,  3699,  3797,  p.  546 

Loans  to  Presidency  Banks  from,  approved  on 
good  security  and  question  as  to  nature  of 
securities  _  .    3669,  3672-3,  3773-6 

Revenue : 

Collection,  tends  to  create  stringency  on  money 
market  ....  3596-602,  p.  543 

Sui-plus : 

Use  as  sinking  fund  for  reduction  of  debt  advo- 
cated -  3588-94,  3827-42,  p.  543 
Use  of,  for  public  works,  objections  to      3881-6 

Rupees  : 

Issue  of  gold  for,  at  Is.  3|-|(Z.  advocated  for  export 

3635,3734-9 
Measures  taken  to  maintain  exchange  value  of 

p.  545-6 

Taxation,  objection  to  non-reduction  of,  with  high 

balances  -         .  3714-9,  3884-5 

Trade,  sea  borne,  total         1874-5,  1893-4,  1912-13, 

p.  543 

Rothschild,  A.  de,  statement  before  Indian  Currency 

Committee  re  Central  Bank,  Abrahams  -  p.  340 

Rupee  loans,  see  Loans,  issue  by  Government  in  India. 
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Bupees : 
Absorption  by  public,  1899-1900  to  1912-3,  compared 
witt  absorption  of  sovereigns,  Abrahams      1032-4 

ClECULATION  :  „ 

1801-35,  Sundara  Iyer        •         -         -         -  p.  622 
1873-4  tb  1892-3,  Sundara  Iyer  -         -  p.  623 

Effect    on,    of    gold    currency,    see    under   Gold 

currency. 
Government  have  no  means  of  forcing  rupees  into 
circulation  if  not  desired  by  public,  Abrahams 

1014-5 
Growth  of,  no  risk  seen  at  present,  but  risk  de- 
pendent on  circumstances,  Le  Marehant 

7648-51 

Increase  from  1893  to  1899,  Simda/ra  Iyer  -  p.  623 

Large,  compared  with  gold,  and  reasons,  S^mdm•a 

Iyer  •■  p.  621-4 

Coinage  -. 

in  Advance  of  requirements,  proposals  of  Govern- 
ment of  India,  26th  April  1906,  Abrahams 

p.  138,  p.  140-1 

Amounts,  1894-5  to  1912-3,  Newma/rch      -  p.  254 

of  Average  mimber  required  and  little  more  every 

yeaa",  advocated,  Hamilton       -     2555-61,  p.  529 

Cessation  of,  in  1907,  policy  approved,  Howard 

p.  591 

Difference  between  price  of  silver  for  coinage  and 

circulating  price  of  rupees  should  be  held  in  tinist 

for  public,  and  invested,  Hit/nter      -         -     6437 

Effect  of  redundancy  of  currency  on  prices,  Webb 

5429-46,  5883-90 

since  1899,  not  excessive,  Howard  -  p.  591 

Excessive,  1906-7,  Smith  -         -  p.  617 

Government  believed  to  have  deliberately  refrained 

from,    1908-10,   and    induced   people   to   take 

sovereigns,  McBobert    4148-53,  4157-8,  4291-3 

no  Eresh  rupees  should  be  coined  beyond  those 

required  to  replace  wear  and  tear  tiU  gold  m 

circulation  in  excess  of  requii-ement  of  public, 

Webb      -         -  -         -     5732-45,  p.  568 

no  Loss  would  be  involved  in  converting  coinage 

profits   into   gold,  as  rupees  would  be  held  in 

suspense  if  exchange  unfavourable,  J.&ra/iams 

:■  677-8 
1912,  and  distribution  of,  Newmwroh  -  p.  243-4 
.Proceedings  1900  and  1905-6,  p.  110,  p.  138, 

p.  144-6 

Profits  : 

Coinage  of,  into  rupees,  explanation,  Abrahams, 

887-900 ;  Newmareh,  1577-86. 
Credit  of,  to  gold  standard  reserve  : 

..Coitespondence    between      Govei-nment     of 
;         India    and    Secretary   of    State   re,    1900; 
Abrahams  -       p.  109-14,  p,  126-8 

should  be  Continued  indefinitely,  Hunter 

6437-9 

Letter  from  Madras  Chamber  of  Commerce, 

16th  August  1907,  Abrahams  -       p.  171-2 

Minute    by    the    Hon.    Sir    E.     Law,    1900, 

Abrahams  '  -         -      V-  114-^1 

Minute  by  Lord  Curzon,  1900,  Abrahams 

p.  121-2 

should  be  Stopped,  and  profits  kept  in  bullion 

for  use  for  silver  purchases,  Sundara  Iyer, 

8906-12,  p.  629-30 

of  Whole  profit,  advocated,  Toor^ey  and  Fraser, 

"2584,  p.  536;  Beid,  7384;  Smith, -p.  616. 

should  be  Kept  apart  in  gold  and  carried  to 

special  gold  resei-ve,  Webb  -         -  P-  568 

Number  of  rupees  coined  shoiUd  not  be  measure 

of  amount  required  in  gold  standard  reserve, 

Abrahams    -  ...  1074-6 

Temptation  to  issue  token,  coinage  excessively 

with  view  to,  mxist  be  avoided,  Webb         6160 

Use  of ,  in  aid  of  general  balances,  1900  (proposal 

of  Government  of  India),  Abrahams     -  p.  112 

Use  of,  for  pubHc  works,  opinion  of  Govei-nment 

of  India  re,  Abrahams  -         ■         -  oo^-' 

Use  of,  for  railway  pui-poses  : 

Adequate  amount  was  left  in  gbld  standard 
i-eserve,  .4b}-aA<iOTs    - .  .,  r         -  ^^VrTn' 

not   Approved,    Wehh,   5^9;    Smith,   p.    666; 
Howard,  8260,  p.  587. 


Bupees — continued. 
GoiyiAa^^continued. 
Profits — 'Continued. 

Use  of,  for  railway  purposes — continued. 

Approved    under    circumstances,    if    nxoney 
replaced,  McLeod  -  7004-6 

Attitude  of  Government  of  India,  Abrahams, 

586-8,  593-6 

Correspondence    between  Bombay   Chamber 

of  Corhmerce   and    Govei-nment   of    India 

re,  1907,  Abrahams  -        -       p.  WO-3 

Correspondence     between     Government    of 

India  and  Secretary  of  State  re.  1907  and 

1909,  Abrahams        -  p.  159,  p.  160,  p.  163, 

168-71,  p.  175-8,  p.  182 

Disapproved,   and  sum  should  be  replacied, 

McBobert  4298-308,  4033,  p.  549 

Explanation  of  proceedings,  Abrahams  584-5, 

589-92 
Full  amount  due  to  gold  standard  reserve  re- 
ceived, with  exception  of  amount  received  in 
connection  with  bills  on  London,  Abrahams 

898-9 
Justification,  Sundara  Iyer  -       p.  630-1 

Letters    of    Madi-as,    Bengal,   and    Karachi 
Chamber  of  Commerce  re,  1907,  Abrahams 

p.  171-5 
Report    of    Indian    Railway    Finance  -Com- 
mittee re,  Abrahams  p.  156-7 
no     Bisk    of     over-coinage    with    view    to, 
Abrahains         ■         -                   ■         -  971-2 
Telegrams    between   Secretai-y  of  State  and 
Viceroy,  1907,  Abrahams  p.  157-9 
Use  of,  for  reproductive  works  when  safe  limit 
of  gold  in   standard  reserve  attained,  would 
be  approved,  if  due  regard  had  to   caution, 
McLeod        ■                           -  7089-96 
Use  of ,  for  ordinary  or  capital  expenditure  not 
approved  till  l■e.^el•ve  25  or  30  millions  sterling, 
McBobert              -         -                  -         -  p.  549 
Proposals  for  further  coinage  (letter  of   Govern- 
ment of  India,  1900)        -                  -        P-  110-3 
Purchase  of  silver  for,  see  Silver,  purchase  of. 
Question  whether  Committee  of  1898  anticipated, 
to  extent  that  has  taken  place,  Abrahams       880 
Regulation,  method,  Abrahams,  606-8,  885-6,  893, 

',1008-15;  JTe^marc/i,  1624-34.     ,   , 
Re-opening  of  mints  to  free  coinage,  see  under 
.    Mifl^ts. 
Statistics,  1865-6  to  1872-3,  Sunda/ra  Iyer   p.  623 

Conversion  into  Gold  : 

Demand    for.   gold,    question   of    dependence   on 
'balance  of  trade  and  amount  of  coin  in  circu- 
lation, Le  Marchant         -  7762-8 
Grovemment  giving  gold  for,  limit  to  an  approach 

of  crisis,  principle  cannot  be  laid  down     7751-3 
Government  should  aim  at  being  always  in  position 

to  redeem,  ffotoard  "         -  P-  ^86 

Government     should     reserve     right     to    refuse, 

Hamilton        -  p.  523,  p.  527 

no  Legal  obligation,  Abrahams  656-7,  663-73, 

1112,  1113 
Limit  to.  On  approach  of  crisis,  principle  cannot  be 

laid  down,  Le  Marchant  -'  7751-3 

in  Normal  times  and  when  gold  available  advocated, 

but     no     obligation     advocated,     Toomey    and 

Fraser  -  2600-1,  2675-7,  p.  536 

at  is.  Sffd.  advocated,  for  expori;,  Boss  3635, 3734-9 
PoHcy  re;  Abrahams   -  948-50 

Supply  of  gold  not  sufficient  to  change  all  rupees, 

Newmareh       -         -         -         -       ,  -  1802-6 

Supply. of  gold  insufficient  to  replace  all  rupees, 

but  no  obligation  on  Government,  Alyrahams 

868-76,  883-4 
Undertaking   not   advocated,   McBobert,   4035-8 ; 

Bhupendra  Nath  Mitra,  4688,  4806-9;  Smith, 
■  ■    8792-4.- 

Decrease   of  reserve,    1912,   and   steps   taken,   and 

i-easons   for  not   buying  silver   out   of   increased 

•  gold  in  paper  currency  reserves,  Abrahams  984-92 

Demand,  fok  : 

Difficulty  of  meeting,  at  certain  times,  Abraliams, 
p.  112-3,  p.  116 ;  Newmareh,  1688-91. 
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Rupees — cont  inued. 

Demand  foe — continued. 

Large  and  unusual  demand,  and  steps  taken  (Law), 
Abrahams        -  -  p.  115-7 

Variations  in,  Ahrahams     -  -  608 

Difficulty  owing  to  trade  not  getting  required  amount 

of,  known,  Bhupendra  Nath  Mitra  4651 

fixing  of  Exchange  at  Is.  4d.,  see  under  Exchange. 
Issue  of,  in  exchange  for  sovereigns,  insufficiency  of 

inapees  on  occasions,  Welib  -  5570-7 

Limitation  of  legal  tender,  not  likely  to  be  warranted 

in  near  future,  Howard  ■  p.  591 

Measures  taken  to  maintain  exchange  value  of.  Boss, 

p.  545-6 
Net  absorption  of,  into  circulation  or  return  of  from 

cu-culation,  1898-99  to  1908-9    -  -  p.  191 

Obtainable  in  large  quantities  only  bv  purchase  of 

Council  bnis,  Webb    -  '  5570-80 

Receipt  of  gold   bullion  formerly   by   Government 

of  India  in  exchange   for,  but  abandonment   of, 

Abrahams  .....     1324 

no    Redundancy    at    present,    Webb,   5919-30 ;    Le 

Marchamt,  7744-50. 
Refusal  to  give,  in  exchange  for  sovereigns  likely 

to  be  warranted  in  near  future,  Howard      -  p.  591 
Supplies    in    excess    of    needs,   letter   of  Bank   of 

Bombay,  1904  -  -         -         -  p.  272 

Supply  of,  extra  legal  facilities,  Nath  Mittra  4752-3 
as  Token  coins,  Abrahams      -  -         ■       673 

Trade  often  short  of,  Toomey-         -         -  2772-5 

Unlimited  legal  tenders,  Abrahams        684-8,  1111-2 
Russia,  exchange  system,  and  extent  of  analogy  with 
Indian  system,  Le  Marchant  -        7689-94 

Savings  Banks,  raising  of  amount  of  maximum  deposit 
and  extension  of  system  suggested,  Beid 

7392-4,  p.  575-6 

SCOTT,  Horace  H.,  Secretaiy  of  State's  Broker 

2069-2274 
Appeoved  Boeeowees'  List  : 

One  withdrawal  in  consequence  of  publicity  given 

by  discussion  in  Parliament  -         -     2096 

System  and  procedure  2091-5,  2115-7 

Bank    of    England,  transfers,    stock    receipts    not 

accepted  as  evidence  without  seeing  transfer  book, 

and  procedure  might  be  simplified  2088,  2144 

Deposits   with    Banks    in    England,   procedui-e    re 

placing       ...  .        2201-74 

Government     Departments',    brokers,    methods     of 

payment     -         -  -  2098-100 

India  Office,  beokee: 

Appointment,  joining  of  firm  approved  by  Secretary 
of  State  made  a  condition  of  -  2071 

FuUy  in  touch  with  market  -  2137-9 

Functions  -        -        -^  2072-4,  2133-6 

Increase  in  amount  and  responsibility  of  work 

2106,  2129-32 
Office  expenses  .        -     2140 

Payment : 

Former  systems      -  -  2182-5 

Particulars  re  method,  &c.       -  2098-107 

on  Volume  of  business  instead  of  rate  of  interest 

earned,  question  of  -  2175-81 

Whole  time  taken  up  by  India  Office  business 

2126-8 

Lending  by  Goveenment  in  England  : 

Amounts,  system,  and    question  as  to  deciding 

minimum  amount  for  loan  (at  present  50,000Z. 

and  multiples)         -        -  -        2118-25 

Period,  and  question  of  extension        -        2149-57 

Same   rate   obtained  from  all   boiTowei-s  on   one 

day,  and  procedure  re  2158-74,  2186-200 

Securities  : 

Confining  of,  to  securities  registered  at  Bank  of 
England,  reason  for,  and  diBSculty  otherwise 

2083-90,  2144-8 

Extension,     business      would      be      somewhat 

facilitated  ....  2147-8 

List  sufficient  in  normal  times  2083-4 

Reason  for  certain  securities  being  taken  at  par 

2075-6,  2108-14 
Taken  at  par,  no  change  advocated         2079-81 


Silver : 
see  also  Rupees. 

Amount  held  in  reserve  and  new  coinage,  1894-5  to 
1912-3,  Newmarch  •  -         -  p.  254 

Hoards,  see  that  title. 

Imports  into  India,  1865-66  to  1872-73,  Sundara 
Iyer  ■        -  -  -  p.  623 

Ptjechase  op,  foe  coinage  : 

1900  (Law)  -    p.  110,  p.  116,  p.  128 

Business  would   be  better  earned  out  through 

bank,  Chaliam  -         -  4943-5 

by  Central  Bank,  see  under  Functions  under  Central 

or  State  Bank. 
Criticism  of  proceedings,  Webb  -  -  p.  565 

1907,    memorandum    from    Secretary    of    State, 
Abrahams  -         ■      p.  207-11 

Payment : 

by  Council  bills  : 

Drafts  sold  at  below  specie  point,  to  finance, 
objection  to,  Webb   -  -         -  p.  562 

1912: 

and  Consequent  increase  to  currency  reserve, 
and  question  as  to  effect  on  London 
money  market,  Newmarch  1545-64 

Increase  of  total  currency  in  India  would 
result,  and  question  if  payment  had 
been  made  by  gold  in  reserves,  Howard 

8372-81 

Objection  to,  Webb  -         -  -     5587 

Suggestion    made    by  Secretary    of  State, 

Bhupendra  Nath  Mitra  4826 

Satisfactory  on  some  occasions,  total  currency 

increased  by,  Webb  5587,  5588-92 

by  Gold  in  paper  currency  reserve : 

Con-espondence  between  Government  of  India 

and  Secretary  of  State  re,  Abrahams  p.  110, 

p.  112,  p.  127,  p.  153-4,  p.  155-6,  p.  160 

History  of,  Newmarch  -        1666-7 

Question  as  to  effect  on  London  market.  Cole 

3559-64 

Reasons   of    Government   of    India  against, 

Newmarch        -         -  .         .  p.  245 

Methods,    and     question    of    increasing    total 

cun-ency  by,  Abrahams  -        974-93,  1001 

from  Proceeds  of  bills  or  by   gold    in  paper 

currency     reserve,     consideration     affecting, 

Newma/rch  -         -         -p.  223 

1906,   no   purchase   of    silver  in   excess   of    real 

requirements,  Abrahams  -         -         -  830-2 

Payments  not  considered  as  part  of  home  charges, 

Newmarch       ....  1465-73 

Question  whether  Secretary  of  State  has  waited 

too  long  before  purchasing,  Le  Marchant 

7823-7 

Regular  purchases : 

Advocated,  McBobert,  4039-43, 4141-61, 4242-3 ; 

Webb,   6012-30,    p.   562;  McLeod,    7059-68, 

7186-91,  7232-6.  p.  598;  Smith,  p.  617. 

Considered,  but  objections  to,  Abrahams        613 

Difficulty,     Le     Marchant,     7822;    Newmarch, 

p.  246-7 ;  Howard,  p.  591. 

Question  as  to  possibility,  Cole  3376-8 

Regulation : 

Letter  of  Government  of  India,  29th  Februaiy 

1912,    re,    and    agreement    by   Secretary  of 

State,  Abrahams  -        -    p.  197-8,  p.  201 

Method,  Bhupendra  Nath  Mitra         -        4544-7 

and  Question  as  to  effect  of  system  on  market, 

Abrahamis  .         .         .  609-12 

Request  for,  by  Government  of  India,  1906,  and 

reply  by  Searetary  of  State,  Abrahams 

0-,        ,    ,.  ,  p.  141,  p.  142-3 

bilvei-  held  by  Government  of  India,  and  purchases 

and  shipments  of  silver  for  coinage,  1907  p.  210-1 

Silver  standard,  impossibility  of  returning  to,  Sundara 

^y^'-       -        -  -  -        -p.  620 

Silver  Token  Coin: 

see  also  Rupees. 

Exchange  not  affected  by  amount  of,  in  circulation, 
Abrahams  -         .  ...  1274-7 


INDLX, 
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8432-8975,  p.  612 


SMITH,  Thomas 
Balances : 

Government    over  cautious   in  under-estimating 

but  under-estimating  probably  justified,  8441-2 

m  India,  normal  dScept  in  1913  -         .  p.  613 

in  London,  abnormally  high  in  1910.  1911,  1912 

but  not   deliberately  accumulated  for  'conve- 

mence  of  London  money  market,  &c.       -  p  612 

1  «il^f n?.*'  ''°,  ^^"°''^  criticism  of,   except  in 
1910,  1911,  and  1912  .         .  3439 

1912,  India  bills  paid  off  in,  might  have  been  paid 

ofe  earlier        ....       8440,  p.  612-3 

Bank  bate  in  Inbia: 

Complaint,  no  ground  for,  taking  whole  year  round 

T.  j>  ^-^  8468 

Decrease  of  difeerences,   if  achieved   by  Central 
Bank  would  be  an  advantage  -         -  8645 

Differs  in  different  Presidencies  sometirees 

^     ^.      ,    ^  8639-44,  8800-1,  p.  613 

Lending  by  Government  woiild  bring  rate  down 

8646-9 

6  per  cent,  for  steady  bon-owers  all  the  year  round 

p.  614 

7  or  8  per  cent,  the  normal  figures      -  8494-5 

Banks  : 
Deposits : 
Higher  rate  on,  up  country,  question  of  8673-80 
People  prefer  smaller  joint  stock  banks  as  rates 
.  better  -         .  8626-8 

Failure,  bad  effect  on  depositors  8597-600 

Government  inspection,  no  good  bank  would  be 
afraid  of  -  8601 

"  Mushroom  "  banks  : 

Continuance,     under     legislative     supendsion, 
advocated        -  8669,  8728-32,  p.  614 

Deposits : 

New  sources  tapped  by  8665 

Rate  on      -  8668 

Depositors,  classes  -  .  8663-4 

Growth  of,  and  danger  from    -  8460-4,  p.  613-4 

Memorandum  re,  8th  April  1912  p.  618-9 

Operate  all  over  the  country  -  8625 

State  Bank  would  not  supply  place  of  8626 

Use  of  money  -  .  8666-7 

Reserves,  form  in  which  kept  8617-23 

Central  or  State  Bank  : 

no  Advantages  seen  -         -         .  8624 

Amalgamation  of  Presidency  Banks,  question  as 

to  whether  position  would  be  stronger  than  at 

present 8733-58 

Area,  difficulty  8447-53,  8639-62,  8661-2,  8775-7. 

8802-4,  p.  613 
no  general  Demand  for,  known  of       -  8465-7 

Functions : 
Exchange  business  not  advocated  -  p.  615 

Note  issue : 

Circulation  would  be  affected  at  first  even  if 

Government  guarantee  continued     8759-64 

would    not    Command    same    confidence    as 

present  Government  issue     8588-90,  p.  617 

not  Necessary   8444-6,  8765-9,  8778-82,  p.  613-4, 

p.  617 
Note  currency  would  not  be  better  managed  by 

8630-1 

Objected  to  8443 

Co-operative  Societies,  assistance  of,  by  joint  stock 

banks  -  -8854-6,  8873 

Council    Bills    and    Telegraphic   TEANsrERS. 

'  SALE  : 

at  Is.  i^d.,  tends  to  keep  gold  from  going  to  India 

p.  616 
in  Excess  of  requirements,  approved  and  reasons 

8805-11 
System  approved        -         -  -  p.  615 

Deposits  with  banks  in  London  ; 
Making  of,  by  India  Office  on  some  such  principle 
as  the  sale  of  Council  Bills,  suggestion  -  p.  617 
Range  of  competition  might  be  widened     8591-2, 

p.  617 
Exchange : 
Fixing  of,  at  Is.  M.,  benefit  to  India  -  8526,  p.  615 
Value  of  gold  in  circulation  in  support  of,  doubted 

8556-6 
A'    19070 


SMITH,  Thomas— cowimited. 
Exchange  Banks: 
Deposits,  1901,  1910  -  .  p  6I4 

Free  balances  kept  in  Presidency  Banks  without 
interest,  and  State  Bank  would  be  no  improve- 
ment -  .  8778-82 
Gold  : 
Government  should  give,  when  possible       8791—5 
Imported  into  India,  large  amount  melted  down 
for  ornaments                   -                   .  8528-9 
Issue   in   exchange   for   rapees,  undertaking   not 
advocated        -                  ...  8792-4 
Gold  cxrBRENcy  .- 

Circulation  increasing,  especially  in  the  Punjab 

8530,  p.  615 
j!;ncouragenient  desirable  in  interests  of  people 

T.  .     ,  8533-53 

Encouragement  of  notes    preferable,   but  people 

should  be  given  go_ld  when  desired.  8653-64 

Increased  cii-culation  very  localised  8531-2 

Gold  Mint  : 

Course  of  bullion  from  hoirds  through,  question  of 

^        -,  8569-80 

Reasons  for  advocating       .         .    8665-82,  p.  616 
Sovereigns  should  be  coined        -  .'  p.  616 

Gold  Standard  Reserve  : 
Amount,  no  limit  should  be  fixed  8583,  8587, 

Diversion  from,    1907,   towards   railway   develop- 
ment, objection  to  -  .         ,  p   gjg 

Gold  : 
Amount : 

should  be  Half  of  whole  8587 

Insufficient  and  proportion  too  low       8583-4 

•      T      J  ,        ,  p.  616 

m   London,  should   be    earmarked  at  Bank  of 

England  -  -         -         -  p.  617 

should  be   Held   half  in  gold  or  i-upees,  bulk  in 

London  in  gold        -         -  8586,  p.  616-7 

all  Profits  on  coinage  should  be  allocated  to  p.  616 

Subsidiary  branch  in  India,  gold  or  i-upees  may  be 

held  as  circumstances  wan-ant  p.  616 

Hoarding  of  gold,  extent  of  p.  615-6 

Interest,  rates,   higher  in    all    comparatively    new 

countries  8602 

Joint  Stock  Banks.- 

Borrowers,  classes       -  8850-3 

Depositors,  classes  8843-9 

Deposits : 

1901,1910       -  .  .p.  614 

Growth  of,  and  more  people  getting  in  touch 

with  banking       -  8464-9 

considerable  Besei-ves  and  question  of  propoi-tion 

of  amount  at  Presidency  Banks  to  total 

8681-92 
Lending  by  Government  in  India  .- 

Bank  rate  would  be  kept  down  by,  say,  a  10-crore 

loan,  to  6  per  cent.  .         .     8487 

Class  who  would  benefit  and  question  as  to  how  far 

cultivators  w(iuld  benefit  8488-98,  8836-42 

should  be  Confined  to  banks  at  fii-st  but  not  only 

Presidency  banks,  but  to  Presidency  banks  only 

would  be  better  than  not  at  all   8470-1, 8474-81 

Demand  would  be  considerable,  but  impossibility  of 

estimating  -  8482-6 

Livitation  of  tenders,  uo  objection  seen        8870-1 

should  be  from  Paper  Currency  Reserve  as  balances 

a  fluctuating  item  -      8499-501 

Procedure,  suggestion  8698-703,  8825-35 

little  Risk  need  be  ihvolved  p.  614-5 

Securities : 

no  Difficulty  anticipated  -  8693-7 

should  be  Required  and  question  as  to  nature  of 

8472-3, 8812-21 
State  bank  would  be  no  better  .  8766-9 

Suggestions  re  minimum  amount,  rate  &c., 

^      ,.      ,     ^  8825,  p.  614 

Lendmg  by  Government  in  London,  making  of  loans 

direct  by  India  Office,  on  some  such  piinciple  as 

sale  of  Council  bills,  suggestion  -    8593-4,  8822-4, 

p.  617 
H 
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SMITH,  Thomas — continued. 

Loans,  issue  by  Government  in  India  : 

Endorsement  of  Govemment  paper,  system  and 
difficulties  from  point  of  view  of  natives  and 
removal  of  difficulties  would  be  advantageous 

8520-5,  8602-14,  8783-90,  8857-69 

Holders      -         -  -  8519 

Increase,  possible  to  some  extent  and  suggestion  as 

to  amount  -  8513-8,  p.  615 

Issue  of  short  tenn  bearer  bonds  would  be  useful, 

and  \mder  consideration  8615-6,  8633-8 

Raising  of   capital   for  Indian   development    by, 

advocated  as  far  as  possible  -     8512 

Stock  certificates  or  bearer  bonds  suggested 

8858-66 

Mints,  re-opening  of,  to  free   coinage  of  silver  not 

advocated  -  p.  615 

Notes  : 

Circulation,  increase  -  -  p.  617 

Encouragement  of,  preferable  to  encouragement  of 

gold  -  8553-63 

Paper  Ottrbenct  Reserve  : 

Amount,  relative,  of  gold  and  silver  should  not  be 
fixed  p.  617 

Fiduciary  portion  : 

Loans  from,  in  busy  seasoils  advocated         8507 

Proportion  of  total,  advocated  instead  of  fixed 

sum,  and  one-third  of  gross  average  circulation 

suggested  8502-6,  p.  617 

Location  of  gold  in  London,  approved  p.  617 

Presidency  Banks  : 

Access  to  London  money,  market,  not  necessary, 

and  public  opinion  would  be  against       8509-11 

Business  efficiently  done  8765 

no  Change  in  legal  conditions  of  working  advocated, 

8508,  p.  615 
Deposits  : 

1901, 1910  p.  614 

Same  rate  given  at  up-country  branches 

8671-80 

Loans    by,    any    security    taken    if    two    names 

obtained  -  8707-10,8714-9 

Position   of,   in   case   of  crisis,   question   of,  and 

question  of  advantage  of  amalgamation  8720-58 

Restrictions,    of     no     practical     importance     at 

present  8509, 8711-3 

Rupees,  coinage,  excessive,  1906  and  1907       -  p.  617 

Silver,  regular  purchases  advocated  -  p.  617 

Sovereigns : 

Encouragement  by  Government  by  giving  better 

rate  for  payment  in,  not  known  of  -  8874-5 

Lai'ge  number  melted  down  p.  616 

Sovereig^ns : 

see  also  Gold  Currency. 
Absorption  by  public  : 

1899-1900  to  1912-3  compared  with  absorption  of 

rupees,  Abrahams   -         -         -  1032-4 

1910-11,  1911-12,  and  1912-13,  EmuarA     -  p.  589 

and  Balance  in  paper  currency  reserve  in  India, 

1910-11,  1911-12,  1912-13,  Soward        -  p.  585 

small  Amount  wanted  in  Presidency  towns  and  large 

percentage  wanted  at  up-country  places,  Toomey 

2766,  2771 
Buyer  of  grain  prefers,  but  seller  prefers   rupees, 
Dunbar         .  -  7898-9 

Circulation  : 

Amount  in,  1801-35,  Sundara  Iyer  -  p,  622 

Effect  of  sale  of  Council  BiUs  on,  see  vnder  Council 

Bills  and  Telegraphic  Transfers. 
Increase  of,  especially  in  the  Punjab,  Smith-  8530, 

p.  615 
Increasing,  but  increase  very  localised.  Newmarch, 
1380 ;  Smith,  8531-2. 
a  Convenient  •  coin  for  considerable  number  of  com- 
munity,   but   cannot    be    for   large    portion,    Le 
Marchant  -  7842 

Demand  for,  by  public  increasing,  Abrahams       1142 
Difficulty  of  obtaining  rupees  for,  from  Controller- 
General,  cases  of,  Toomey  and  Fraser  2608-12,  2802 
no  Difficulty  in  obtaining,  at  present,  but  obligation 
.     to  supplv  by  Government  not  advisable.  Fraser 

2803 


Sovereigns — continued . 

Difficulty  in   getting  exchanged,  less  than  that  of 

notes,  Abrahams  -         -  -  1265-6 

cases  of,  at  Discount  of  4  annas  foi-merly,  McRoberts 

4245-7 
EfEort  made  by  Govemment  from  1900  to  1907  to 

Dush,  into  circulation,  Bhwpendra  Nath  Mitra 

4762-4 
Encoui-agement   by   Government    by  giving   better 

rate  for  payments  in,  not  known  of,  SmAih  8874-5 
no  Evidence  as   to  amounts  going  into  hoards  and 

into  circulation,  Newmarch  •  1380 

Export  to  England  by  exchange  banks,  Fraser  and 

Tornney  -        ■  2706-8,3036-7 

Exports  from  India  on  private  account,  September 

1907  to  December  1908,  Abrahams  -  p.  103 

Extent  of  use,  and  number  in  circulation,  Abrahams, 

p.  214  ;   Hamiltm,  2407-8,  2542  ;    Webb,  5769-75 ; 

Swnter,  6479-83  ;   McLeod,    7083-6  ;     7197-201 ; 

Beid,  p.  574 ;  Howard,  p.  584. 
Fluctuations  in  extent  of  use  of,  Le  Marchant     7645 
Held  in  Govemment  securities  and  reserves  in  India, 

diminution,  September  1907  to  December   1908, 

Abrahams  -  -  -  P-  103 

Half  sovereigns  : 

Import: 

Consideration  of,  by  Govemment,  formerly,  and 

reasons     deciding     against     large     imports, 

Abrahams  -  -  1286-6 

by   Exchange   banks,    but   coins    not  popular, 

Abrahams  -         -  1286-9 

not     Popular,     Abrahams,    1177-80,      1278-82; 

Sundara  Iyer,'p.  628. 

Hoards,  see  that  title. 

Imports   of,   on    private    account  for  each   month. 

1911-2  and  1912-3,  Newmarch   -  -  p.  238 

Imports,  absorption  by  public  and  number  held  at 

end  of  year,  1909-10  to  1912-13,  Abrahams     p.  21 

Imports,  exports  and  absorption,  1901-2  to  1912-13, 

Abrahams  -  -  -p.  84,  p.  213 

Imports,    1894-95    to   1901-3,   circulation    nil    till 

1902-3,  Sundara  Iyer  -  -  p.  623 

Imports  and  cireidation,  Sundara  Iyer   -  8951-2 

Increased  use  not  very  rapid,  and  chiefly  in  northern 

and  western  circles,  McLeod,  7149,  p.  598 ;  (Bengal 

Chamber  of  Commerce),  p.  605. 

Issue  op  : 

Advocated,  if   desired  by  people,  but  not  other- 
wise, Sundara  Iyer  -         -  8956-66 
Advocated  when  desired  by  people,  except  when 
demand  evidently  only  in  place  of  bullion,   Le 
Marchant  7645 
Advocated,  when  possible.  Smith         -          8791-5 
in  Exchange  for  silver,  see  Conversion  into  gold 

under  Rupees. 
Extra- legal  facilities,  Bhupendra  Nath  Mitra 

4750-1,  4754-5 

to   Maintain   exchange,  at   time  of   unfavourable 

trade    balance,  must    be  at   i-ate   of  15   to    1, 

Abrahams  .       952 

1907-8 : 

Discussion  in  Govemment  of  India  re,  and  policy, 

Bhupendra  Nath  Mitra  4834-42 

Quantity  must  have  gone  into  hoards,  Newmarch 

1819-20 

in    1908,  largely   at   Presidency   towns  and  some 

up-country,  Bhwpendra  Nath  Mitra         4819-21 

to  Public  at  time   of  crisis  desirable,  Bhupendra 

Nath  Mitra  4822-5 

of  Sums  over  10,000Z.  reported    to    ComptroUer- 

General,  Bhupend/ra  Nath  Mitra  4843 

Issued  in  Madras  in  lO.OOOi.  at  a  time  only,  but  no 

real  difficulty  in  obtaining,  Hunter  6478 

Large  number  melted  down.  Smith  -  p.  616 

too  Large  for  ordinary  daily  transactions  and  larger 

payments  made  in  notes,  Sundara  Iyer         8953-5 

Loss  from  wear  and  tear  should  fall  on  India,  Cole 

3388 
as  Legal  tender,  Abrahams,  556,  p.  212 ;  Newmarch, 

p.  241 
Measures  taken  to  make,  current  coin,  Abrahams 

1260 
Melting  down,  see  Hoards. 
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Sovereigns — continued. 
Obtained  easily  in  India,  Newmm-ch,  1420  ;  Toomey 

2603,  2605-7  ;  Graham,  492V. 

Payment  of  wages  in,  McBobert     -  3976-7 

Purchase  of,  in  trfnsit  to  India  against  telegraphic 

transfers,  see  under  Council  Bills  and  Telegraphic 

Transfers. 

Receipts   at  currency  offices  larger  than  demapd, 

,  HvMier  -  ...  p.  593 

Receipts   and    issues    into   and    from   Government 

treasuries    and    reserves,    1909-10    to    1912-18, 

Abrahams  -  .  618,  p.  214 

Receipts  at  post  offices  and  railway  stations,  1907-8 

to  1911-12,  McLeod  -        -  p.  603 

Refusal  of  Cun'ency  Department  to  issue,  from  1908 

to  1910-11,  position  has  been  criticised  as  one  of 

weakness,  Howa/rd  -         -  8333-8 

Refusal  to  give  rupees  in  exchange  for,  not  likely  to 

he  warranted  in  near  futui-e,  Howard  -         -  p.  591 

Refusal  of   Government  to  issue,  in  order  to  build 

up  reserve,  question  as  to  whether  people  would 

complain,  Howard  7  .         8339-44 

Shipment  to  India  ia  competition  with  biUs ,  Newmarch 

1418-9,  p.  2?0,  222 
Smaller  coin  desired  by  people  generally,  Newma/rch 

1745-9 

Statements  of  imports  and  exports  to  and  from  India, 

amount  held  by  Government  and  absorptior  by 

public,  1899-1900  to  1912-13,  Abrahams     -  p.  216 

Suitability  of,  for  India,  McBobert,  4007-8,  p.  548  ; 

Howard,  8387-96,  p.  584. 

Supply  from  Australia,  Howard  8326-9 

Taken  freely  in  cei'tain  up-country  districts,  and  not 

considered  an  inconvenient  size,  Toomey  2608 

Tendency  to  go  into  paper  currency  reserve,  Abrahams 

1264 

Unlimited  legal  tender,  Abrahams  1111-2 

Standard  of  living,  improvement,  Howard  -  p.  583 

State  Bank,  see  Central  or  State  Bank. 

Sterling  loans,"   see   Loans,   issue   by   Government   in 

England. 

Sterling  reserve,  no  policy  of  accumulatiag  high  balances 

with  view  to  building  up,  Abraliams  265-70 

Sterling  bills,  rate  of  exchange  in  Calcutta,   1907-8, 

and  question  as  to  rule  in  future,  Abrahams      792-8 

Stores,  purchase  of: 

IN  India: 

no  Objection  seen,  McLeod  -                   7101-8 

Reduction    of    balance    in  England    would    be 

possible,  Webb  -      5295-301 

System,  Badoclc     .         -        -  -                p.  331-2 

SUNDARA  ITER,   M.  R.,    Secretary  of    Economic 
Society  of  Madras       -         -   8876-9019,  p.  620-32 


Balances  : 
not  Excessive 


632 


Causes  ,  -         -         -  -         -        ■  P-  632 

a  Temporary  phenomenon  only,  due  to  abnormal 

circumstances  -  8962-3,  p.  631-2 

in  London,  statistics,  1906-7  to  1910-1         p.  631 

Banks: 
more  Decentralisation  needed  -  8898-9 

Government  should  exercise  greater  control  over 
so  called  banks  and  moliey  lenders  8904-5 

Capital  not  flowing  freely  from  England  to  India, 
and  question  of  reason  '  -     8945-50,  p.  620 

Central  oe  State  Bank: 

not  Advocated  ^  -    8°?5 

Area,  difficulty  -         -  -         8897-8,9019 

-  -would be  Littte- service  to  bultivattors-  ■  -     9017-9 

Note  issue,  circulation  would  decrease,  notes  would 
be  distrusted  even  if  Government  guarantee 
continued    8896,  8897,  9006-12,  8976-9,  8993-8 

State  Tis'ould  have  no  real  control    ] '  8896-7 

Co-operative    Societies,    extension    of    system    and 

Government  assistance  desirable     8900-2,  9014-6 

Exchange :    ' 

Crisis, of  19,0,7.^8,  not  the  mos.t„se^ipiis  possible 
^  '  '       '  .  -."  -  8920— 0,  oyoo 

(Jold-in  circulation  not  a  materia^  support     ^8942 


SUNDARA  ITER,  M.  U.— continued. 
Gold  : 

•     Coined  in  India,  amount,  1865-66  to  1872-3  p.  623 

should  be   Given  if  desired  by  people  but  not 

othei-wise  8956-66 

Gold  Cubebncy: 
Attempt  by  Government  to  encourage,  by  paying 

salaries  and  postal  money  orders  partly  in,  but 

faUure    -        -         -         -  .        -  p.  627 

Difficulties  of  getting  gold  into,  and  retaining  it  in 

circulation  -  -  p.  626-8 

Increase   of   circulation  not   advocated,  and   not 

considered  practicable     -  8936-7,  p.  621-4 

Notes  will  not  be  displaced  by  p.  626-7 

Rupees  not  likely  to  be  replaced  by  -  p.  627 

10-rupee  piece,  popularity  doubted  p.  627-8 

Gold  Mint: 

Advantage  claimed  for,  that  gold  currency  would 

largely  increase,  doubted  p.  620-4 

Opening  of,  immediately  was  never  recommended 

by  Currency  Committee  of  1898  -  p.  628 

Gold  Standard  with  gold  reserve  advocated      p.  628 

Gold  Standard  Reserve  : 

Amount,  present,  sufficient  8912,  p.  629 

Diversion  of,  1907,  for  railway  purposes,  justifica- 
tion ■  -  p.  630-1 

Gold,  10  millions  might  be  sufficient,  but  sum 
should  not  be  fixed  as  should  depend  on  state 
of  finance        -  -        8915-35 

Holding  of,  in  London  mostly  in  gold  and  a  little 
in  securities  advocated  8913-4,  p.  629 

Object  of,  for  maintaining  exchange  only,  should 
be  stated  -  -  p.  629 

Securities,  approved  -  -  p.  629 

Silver  branch,  not  necessary  if  sufficient  gold 
available  for  purchasing  silver  8907 

Hoarding  : 

Causes  that  would  attract  money  from  hoards 

8939-41 
Increase  owing  to  laws  of  inheritance  8938, 

p.  624-5 

Melting  down  of  sovereigns  into  ornaments,  extent 

of  practice  p.  624-6 

Reasons   for,  and  decx-ease   not   anticipated  even 

with  advance  of  education,  &c.  8999-9003 

Indian  bank  rate,  cultivators'  money  market  has  no 

connection  with  -         ■  8969-71 

Loans,  issue  of,  in  England,  impossibility  of  raising 

sufficient  capital  by  8877-8,  p.  630 

Loans,  issue  of,  in  India  : 

Increase  possible  -  8879-80 

Issue  of  5-rupee  paper  or  1-rupee  paper  through 
post  offices,  co-operative  societies,  &c.,  sugges- 
tion       -  ,  8879-94 
Possibility  of  attracting  money  from  hoards 

8884-6 
Moneylenders,  rates  of  interest  charged  and  period 

p.  625 
Mortgages,  difficulties    -  -  p.  625 

Notes  : 

Advantages  of  -  P-  627 

Circulation,  increase  -  -  p-  626 

Encashment,  facilities  8980-96 

Preference  given  to,  by  population  very  marked, 
especially  in  MofCusil  -  -  p.  627 

Paper  currency  reserve  : 

Amount,  equal .  to  value  of  notes  in  circulation, 
unnecessary    -         -         -         -  -  P-  629 

Composition,  statistics,  1911  -         -  p.  629 

Location,  ia  India,  of  whole  amount  advocated 

p.  629 
Two-thu-ds  in  silver  rupees  and  bullion  suggested 
■  ..  -  p.  629 

Prbsidenct  Banks,  loans  to  : 

Banks  would  be  assisted,  but  not  Indians  at  large 

8963-75 

not  Much  money  available  -  p.  632 

Revenue,  surplus,  should  be  used  for  reduction  of 

capital  expenditure,  not  lent  to  banks         8963-75 

RUPEES: 

Circulation,  increase  from  1893  to  1899        -  p.  623 

H  2 
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5UNDAE.A  ITER,  M.  B..— continued. 
Rupees — continued. 
Coinage : 

Profits,  allocation  to  gold  standard  reserve 
should  be  stopped  and  profits  kept  in  bullion 
for  use  for  silver  purchases  -        S906-]  2, 

p. 629-30 

Statistics,  1865-66  to  1872-73  p.  623 

Lai'ge   pi"oportion   in   circulation   compared  with 

gold  and  reasons     -  p.  621-4 

Silver  standai'd,  impossibility  of  returning  to    p.  620 

Sovereigns  : 

Half  sovereigns,  not  popular  -  p.  628 

Imports  and  circulation  8951-2 

too    Laige    for  ordinaiy   daily   transactions   and 

larger  payments  made  in  notes  8953-.J 

Taxation ; 

Additional,  imposed  1885-95  to  meet  bui-dens  owing 

to  fall  in  exchange,  Newmarch  p.  225,  p.  226 

Change,  sanction  of  Secretaiy  of  State  required,  and 

all  proposals  submitted  to,  but  does  not  generally 

taie   official   initiative   in   proposing,   Bhupendra 

Nath  Mitra        -  4548-51, 4629-30 

fresh  Imposition,  1910-11,  Newmarch    -         -  p.  226 

Increase  desu-able  for  good  of  the  people,  Hamilton 

2382-3,  p.  518-9 

India  heavily  taxed  from  pomt  of  view  of  individual 

incomes,  but  lightly  taxed  fi-om  point  of  view  of 

size  of  counti-y,  Webb  -         -        5330-46 

Net  revenue,  1909-10  to  1013-14.  Abrahams       p.  81 

Objection  to  non-reduction  of,  with  high  balances. 

Boss  -        -        -  3714-9,  3884-5 

Reduction  would  not  have  been  advisable,  McRdbert 

4175-6,  p.  547 
Reduction  of  balances  by  reducing,  advocated,  Webb 

4969-76,  504g-52,  p.  551 

Remission,  1903-7,  Newmarch         -  -  p.  226 

"  The     Times     of     India,"     extracts     from    "  Indian 

Currency  and  Finance  "  published  by  Webb    -  p.  567 

TOOMBT,  J.  A.,  and  T.  ERASER  2562-3038. 

p.  536-42 

Agriculture,  state  bank  would  not  cater  for  culti- 
vators now  dependent  on  money  lenders,  and 
encoiu-agement  of  co-operative  credit  system 
advocated  -  2621,  p.  537 

Approved  borrowers'  list,  enlargement  so  as  to  include 
some  foreign  banks,  suggestion  -  2800-1 

Balances,  location  and  management,  no  objection  to 
methods  -        -        -  2565,  p.  536 

Bank  rate  in  India,  few  complaints         -  2854-7 

Banks  in  India,  deposits,  increase,  and  question  in 
case  of  banking  crisis  -  2872-912 

Centeal  oe  State  Bank: 

Amalgamation  of  presidency  banks,  difficulties 

2621-2,  2623-7 

Area,  difficulty  -         -         -  2624 

Argument  for,  as  means  of  lowering  bank  rate,  not 

considered  important       -  2847-57,  2922-3 

Discounting  of  himdis  by,  would  be  risky   -     2969 

Exchange  business,  impracticability  and  objection 

to,  would  drive  existing  exchange  banks  off  the 

field  -         -     2621-2,  2680-7 

Management  of  cuiTency  by,  impracticability 

2621-2,  2628-31,  2688-9 

Objections    to,    and    banking    monopoly    would 

result  2621,  2623,  2679-89,  2809-31  2921, 

p.  537-8 

Questions  as  to  advantage  of,  in  case  of  bajiking 

crisis  -  -  2872-912 

Question  of,  from   point  of  view  of  larger  sums 

being  placed  with  for  lending  purposes  2832—46 

Relations  of  exchange  banks  with,  question  of 

2916-20 

Co-opbbative  Ceedit  System  : 
Encouragement  advocated  -        -  2621,  p.  537 

might  Have  some  result  in  getting  money  out  of 
hoards    -         -  ...  2974 

CoFNCiL  Bills  and  Teansfebs: 
Market  rate  for,  not  undercut  by  Secretary  of  State 

2826-7 


TOOMET,  J.  A.,  and  T.  FEASER— confmited. 
Council  Bills  and  Teanspees — continued. 
Sale : 

below  Ig.  4d.  desirable  sometimes    •         -     2958 
Sufficient  gold  goes  to  India  -  2582-3 

System  approved  and  no  change  desired  -    2566, 

2659-67,  p.  536 

Currency,    statistics    showing    extent     of     use     of 

■  different  f onus    of,   in   various    branches   of-  the 

National  Bank  of  India  2760-82,  2993-7 

Exchange : 

Crisis  of  1907-8,  criticism  of  Government's  delay 

in  using  i-eserves     -  2940 

Gold  would  probably  not  help  in  supporting 

2619-20 
Rate,  question   as  to  connection  of   demand  for 

Council  bills  with  price  offered  2628-47 

Undei-taking   by   Secretary   of   State   to   pi-otect, 

advocated,   but   Secretary  of   State  practically 

bound  now  -         -  2759, 2936-42 

Exchange  Banks  : 

in   Case   of  banking   crisis   in   India   would  take 
telegraphic  transfei-s  or  ship  sovereigns  to  India 

2883-90 
Competition  with   Presidency   Banks    to   certain 
extent  -        .        .        .     2654-8,  2970-2 

Deputation  to    Government   of  India   by  Indian 
officers  of,  December  1899,  repudiation  of  con- 
nection with   -         -  "      .        2648-53 
Export  of  gold  from  India  -         -     2706-8,  2036-7 
Exports  of  xmcoined  gold  to  India  2697-8 
Indian  deposits,  increase                                   2860-7 
Presidency  Banks  borrrowed  from  only  to  small 
extent  in  recent  years                                    2914-5 
Publication  of  accounts : 

Distinguishing   Indian  deposits  and  cash  from 

outside  Indian,  no   objection  to  if  all  other 

banks  agreed       -  -  2924-7 

Distinguishing    between     fixed     deposits     and 

desposits  on  cun-ent  account,  no  objection  to, 

if  all  other  banks  agreed       .  2928-33 

Publication  of  avei-age  balance  sheets  of  TTidi'a.Ti 

business,  question  of  -  2934-5 

Sums  kept  on  deposit  with  Presidency  Banks 

2875-7.  2913 
Gold  : 

small  Amount  wanted  in  Presidency  towns  and 
large  percentage  wanted  at  up   country  places 

2766,  2771 

Capacity  of  India  for  absorbing,  remarkable     2721 

no  Difficulty  in  obtaining  at  present,  but  obligation 

to  supply  by  Government  not  advisable  -     2803 

Gold  bai-8,  sale  of,  by  dealers  to  people  for  ornaments 

3011-2 
Gold  Mint  in  India: 

Gold  imported  from  abroad  woiild  not  go  to,  for 

coinage  in  normal  times,  import  of  sovereigns 

cheaper  -  .         .      2699-709 

Gold  would  not  be  attracted  from  hoards     2614-8 

3010-4 
Local  gold  from  mines  would  be  only  soui-ce  in 
ordinary  way  -         -         -  .  3008-9 

not  Necessary  at  present,  but  if  opened  in  future, 
sovereigns  should  be  coined     -      2602-8,  p.  538 
Taking  of  bullion  to,  for  coinage  would  not  be 
cheaper  than  import  of  sovereigns  as  general 
I'^e        -  .  2998-3014,3038 

Gold  Standard  Reserve: 
Form: 
Gold: 
-Amount,  experience  of  1907-8  not  sufficient 
as  measure  of  possible  liabilities      2587-90, 
_.  .        ^  3027-35 

i  ixmg  of  limit  not  suggested  at  present 

2956—7 
Holding  of  all  reserve  in,  not  objected  to, 
if  real  desire  for,  but  would  be  too  expen- 
sive and  waste  of  interest        -         2716-43 
Larger  proportion  should  be  kept  in  2584-94, 

p.  536 
Question  of  amount    -         -  2711-2,  2783-96, 

2986—96 
Gold  or  gold  securities  advocated     2584,  p.  536 
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TOOMET,  J.  A.,  and  T.  ERASER— ccwiinMed. 

Gold  Standaed  Reserve — continued. 

Form — eontimied. 

Securities,    shoi-fc    terp    advocated    as    far    as 

possible     4        -        -        •        ■  2584,  p.  536 

Silver,  objection  to     2584,  2595,  2599,  3015-26, 

.      .  ?•  S36 

Location  m  London  : 

Advantages  .         .  2979-85 

Criticism  of,  as  in  interests  of  London  money 

market,  entirely  wrong  .     2985 

of  Whole  amount  advocated  2584,  2596-8, 

2755-8,  p.  536 
all  Profits  on  coinage  should  be  credited  to     2584, 

p.  536 
Hoarding  : 

by  Agricultural  classes       -  -        2949-50 

Difference    between    rupees    and    sovereigns   not 
realised  by  some  of  poorer  type  2950 

of  Gold,  increasing  -         2615-6,  2950 

Natives  gradually  investing  more  in  securities 

2948-9 

no  Suggestion  as  to  means  of  getting  money  out 

of  hoards,  but  co-operative  credit  system  might 

have  some  effect  -         -         .        2973-6 

Indian  money  market,  question  of  connection  with 

London  money  market  -  2959-62 

Joint  Stock  Banks  in  India: 

Deposits,  increase  and  question  as  to  adequacy  of 

cash  balances  -         -         -  2868-71 

no  Sums  on  deposit  with  Presidency  banks,  to  any 

important  extent  -  2872-4 

Lending  by  Government  in  India: 

Amount  would  be  limited,  and  difSculty  of  security, 

2932-4 
Demand  would  not  be  great  2845-6,  2991 

toExclumge  banks,  not  desired  2944-7 

not  very  much  Importance  attached  to  2992 

to  Presidency  Banks : 

Banks  could  provide  sufficient  security  to  meet 

aU  they  would  require  to  borrow  -  2843-5  " 

Only,  advocated  -    2797-9,  2943-7,  2991 

Short   periods  in  busy  season  for  pui-poses  of 

trade,  and  at  lower  than  bank  rate,  advocated, 

demand  would  not  be  great        2567-81 ,  2621, 

2950-.4,  p.  537 
Question  of  effect  on  Indian  bank  rate        2847-53 
London  money  market,  question  of  connection  with 
Indian  trade  -  2744-9 

National  Bank  of  India,  Ltd.,  receipts  and  disburse- 
ments, statistics  -     2760-9,  2993-7,  p.  541-2 
Notes : 

Encouragement,  advocated,  and  Government  more 

efficient  than  State  Bank         -         -  2963-9 

Increasing  issue  2621,  2779,  2966,  p.  538 

Preferred  -  -  -        -  2603-4 

Paper  currency  reserve,   location   of   proportion  in 

London  in  gold  advocated  -   2600,  2668-74,  p.  536 

Presidencx  Banks,  ENiiARGBMENT  op  Powers  : 

History  of  discussion,  &c.,  re       2621,  2678,  p.  537 

to  Permit  dealing  in  sterling  exchange,  opposition 

to  -        -         -  -         2621,  2623,  p.  537 

Refusal  of  permission  to,  to  boiTOw  in  London, 

speech  qf  Mr.  E.  N.  Baker,  O.S.I.,  re,  in  1907 

p.  538-40 

Relations  of  Joint  Stock  and  exchange  banks  with, 

and   question   as   to   strength    of    position    as 

banker's  banks        -         -  2872-82,  2891,  2913-6 

Railways  : 

Offer  of  loan  to,  by  exchange  banks  and  refusal 

2954 

Private  enterprise,  encom-agement  by  Government 

advocated       ...  .  2952-4 

Rupees,  trade  often  short  of-  2772-5 

Sovereigns : 

Difficulty  of  obtaining  rupees  for,  from   Comp- 

troUer  General,  cases  of  -  2608-12,  2802 

should  be  Given  for  notes  or  rupees  in  normal 

times  and  when  gold  available,  but  no  obligation 

advocated       -  -  2600-1,  2675-7,  p.  563 

People  can  obtain  freely  when  wanted  2603, 2605-7 

Taken  freely  in  certain  up-country  districts,  and 

not  considered  an  inconvenience      -         -     2608 

Trade,  balance  generally  in  favour  of  India     2805-8 


Trade ; 

see  also  Private  Trade. 

Assistance  by  Government,   exti-act  from  financial 

statement,  1889-90,  Abrahams  -        -    p.  48 

Balance  in  favour  of  India,  Toomey,  2805-8  ;  Barrow 

3111-3;  TFe&6,  5266,  5271. 
between   British   India   and   the    United  Kingdom, 

1889  to  1908,  Newmarch     -        -  -p.  290 

China,  statistics,  1888-89  to  1907-8,  Newmarch 

1431,  p.  289 
between  China  and  the  United  Kingdom,  1888  to 

1908,  Newmarch  ...  p.  291 

no  great  Difficulty  in  financing,  McBdbert      -     4267 
Export,  extension  desirable,  Howard      -         .  p.  582 

Foreign ■ 

Balance    of    India's    foreign     trade,    1883-4     to 

1912-13,  Newmarch         -  p.  234-6 

on  Private  account  1896-1908     -  -  p.  181 

between  India  and  Persia,  1888-9  to  1907-8,  New- 
march  ...  .  p_  292 

between  India  and  other  countries  (excludmg  India 
and  Persia),  1888-9  to  1907-8,  Newmarch  -  p.  293 

Lending    by    Government     for    assistance  'of,    see 
Lending  by  Government. 

Manufactured  goods,  decrease   in   imports   and  in- 
crease in  exports,  1879,  1882,  1907-8,  Howard 

p.  583 

Methods  of  assisting,  in  times  of  stringency,  Hunter 

6899-911 

Sea-borne,  total,  1874-5,  1893-4,  1912-3,  Boss 

p.  543 

Value  of  imports  (excluding  Govei-nment  Stores  and 
Treasm-e)  1S96-190]  -  -  p.  431 

Value  of  merchandise  exported   during   1897-1900 

with  Bengal  bank's  maximum  rate  of  interest  and 

rate  of  Council  bills  -  .         .  p.  430 

Transfers  between  Presidency  towns  and  up.countiy, 

business  would  be  better  run  by  bank  officials  than 

by  Government  officers,  Barrow  3310-2 

Treasuries : 
Balances  in  : 

1888-90  -                          -        -    p.  52 
Large  amount,  early  in  1913,  and  question  of  i-eason, 

Abrahams        -  -         -                              280-8 

too  Large,  Webb  5313-5 

Daily  cash  receipts  and  disbiu-sements  (Westland), 

Abrahams  -  -         -                                p.  42 

District  : 

Currency  chests  at  all  surplus  treasuries,  and  most 

deficit  treasuries,  Bhupendra  Nath  Mitra     4724 

Encashment  qf  notes  possible  at,  if  coin  sufficient, 

but  not  possible  at  sub-treasuries,,  and  question 

of,  Bhupendra  Nath  Mitra      -         -  4741-9 

Holding  of  balances  in,  policy  re,  and  statistics, 

Abrahams  -  "83,  p.  1-2 

Gold  held  in,  1901-2  to  1912-3,  Abrahams     -     p.  85 

Minimum  balance  necessary  for  working  ( Westland), 

Abraham,s  -         -  ■  P-  42-4 

no  Official  reports  showing  actual  daUy  and  weekly 

transactions,  Bhupendra  Nath  Mitra  4444 

Reserve  Treasuries,  see  that  title. 

Statistics  of  balances  held  in,  and  of  transactions, 

1886-7  and  1887-8  (Westland),  Ahraliams       p.  45 

Sub: 

no  Currency  chests   as   a  rule,  Bhupendra  Nath 
Mitra         .     -  -         -     4725 

Economically  worked,  Dunbar  7979-83 

Encashment  of  notes  possible  at,  Sundara  Iyer 

8987-93 

Encashment  of  notes  not  possible  at,  Bhupendra 

Nath  Mitra    ■  ■        -         4741-9 

Extension  of  banking  facilities  in  place  of,  desirable 

if  practicable,  Barrow  3296-9 

Little  money  left  in,  as  rule,  as  sums  withdrawn  to 

district  treasuries  when  large,  Bhupend/ra  Nath 

Mitra  -  4761 

probably  Necessary,  Barrow  3168-74 

Principles  on  which  amount  of  coin  at.  regulated, 

Barrmv  ,     ■  3223-32 

Ti-ansfer  of  balances  between  paper  currency  reserve 

and,  Bhupmdra  Nath  Mitra       -      4321,  4329-32, 

4446-50 
Transfers  between,  Bhupendra  Nath  Mitra     4521-5 
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Unfunded  debt,  see  uttder  Debt. 

Upper  India  Chamber  of  Commerce : 

Correspondence  with  Government  of  India,  1899, 
re  relaxing  restrictions  on  Presidency  Banks, 
Abrahams  -         -  ■  P-  ^58,  p.  391-3 

Letter  to  Bengal  Chamber  of  Commerce,  1890,  re 
disastrous  effect  of  locking  up  of  balances  in 
reserve  treasuries,  Abrahams       -  p.  393-4 

Letter  from  Bengal  and  North-Western  Railway 
Company,  April  1890  p.  394 

Letters,  1904  and  1909,  approving  proposed  increase 
of  invested  portion  of  paper  cun*ency  reserve  and 
suggesting  Lidian  sterling  loans,  Newmarch 

p.  265,  p.  283 

Representative,  see  Smith,  Thomas  8432-875 

Walker,     Sir    Edmund,     evidence     before     Canadian 
Committee  re  gold  currency  1115-7 

WEBB,  The  Hon.  Montagu  de  P.,  C.I.E.,  President 
of  Karachi  Chamber  of  Commerce  4966-6311, 

p.  550-70 
Balances : 
Amount : 

10,000,000Z.  formerly       -         -  5075-8,  6031 

Maximum  of  10,000,000Z.,  3,000,000Z.  in  London 

and  7,000,000i.  in  India  advocated      5064^85, 

5096,  5309-12,  5452-6,  6032-5,  p.  553^, 

p.  554,  p.  569 

High: 

Caiises    -  -         -  4961-8, 4977-84,  5042 

serious  Di-ain  on  resources  of  India        p.  550-1, 

p.  554 

Increase  from   31st   March   1907   to  31st  March 

1913  -         -  p.  550 

too   Large   and  in  excess   of  those  held  by  any 

British- Government  in  any  part  of  the  world 

p.  550,  p.  554 
in  London : 

Expenditure  of,  and  policy  approved      5245-60, 

5648,  5659-63 
High  : 

British  prestige  and  influence  in  India  injured 

by  -         -  -  p.  564 

Unnecessary,  and  criticism  of  policy         4961, 

5018-22,  5041-8,  p.  550 

PubUc   confidence   in   official    management    of 

India's  currency  and  flnances  weakened 

6223-9,  p.  564 
Statistics,  31st  March  1908  to  31st  March  1912, 

p.  551 
Reduction  would  be  possible  if  Government  stores 
were    purchased    and    paid    for   in  India   and 
proposal  approved  5295-301 

Reduction  by  reducing  taxation,  budgetting  for 
lai'ge  deficits  and  suspending  borrowing  and 
investing  in  reproductive  works,  advocated 

4969-76,  5048-52,  5581-3,  p.  551 

System    of    borrowing    for    reproductive   capital 

works  instead  of  using,  and  criticism  of     p.  553 

Bank  rate  in  London,  high,  question  of  effect  on 

private  remittances  fi-om  India  6184-203 

Bombay  Mint,  opening  of,  to  free  coinage  of  gold, 

see  Gold  Mint  in  India  below. 
Budget  year,  chajige,  advantage  seen  5189-93. 

Cbntbal  oe  State  Bank  : 

no  Advantage  seen  in  -         -  5097-9,  5286 

Advantages    not    considered    to     outweigh     dis- 
advantages     .         -         .  .  6121 
.nonorganic  demand  for,  in  India                        6204 
Question  whether  money  would  be  attracted  from 
hoards    -                          -                  -          5287-8 
CotTNCiL  Bills  and  Telegeaphic  Teansfees  : 
Definition  of  Council  biUs           -     5611-20,  p.  569 
Extension    of    system    to    Delhi    and     Karachi, 
advocated       -                 ■        ■        P-  557,  p.  669 
Sale: 

on  Behalf  of  home  charges',  at  uniform  price  of 

a    shade    below    import     point    (Is.    4jL(J  ) 

advocated  -  5118-59, 5175-87 

Criticism  of  system   5467-82,  6546-50,  p.  554-7 

Effect  on  exchange  ...  5641-7 


WEBB,  The  Hon.  Montagu  de  P. — continued. 
Council  Bills  and  Telegeaphic  Teanspbes— 
continued. 
Sale — continued. 

in  Excess  of  requirements  : 

Interference  of  system  with  foreign  exchanges 

5639-40,  p.  557 

Obieotion  to  5100-15,  5155-9,  5302-4, 

5457-8,  5653-9,  p.  656 

Holding   back   of,   in   1894   for   certain    rates, 

notification  issued  after,  and  result      6605-10 

not  a  Necessary  factor  of  British  Indian  trade 

p.  564 
1893-8,  mismanagement  of  5903-8,  p.  555 

below  Is.  4id.,  1898-9,  criticism  5939-42, 

p.  555-6 
below  Is.  4d.,  objection  to  5133.  5909-11 

Is.  4i(i.  should  be  minimum  price  5261-74, 

p.  555,  p.  556 

Regulation,  policy  advocated  -  p.  556-7 

Restriction   to   sums   required  to   meet    home 

charges  and  purchase  of  silver  for  additions 

to  token  coinage  advocated    5201-3,  5649-52, 

6586,  p.  569 
above  and  below  Specie  point,  effect  on  trade, 

5693-602 
below  Specie  point,  objection  to        5656,  p.  564 
when  Sum  equivalent  to  home  charges  realised  no 
more  bills  should  be  sold  until   proportion  of 
sovereigns  in  ciuTcncy  exceeded  public  require- 
ments    -  -     5160-73,  p.  656 
Weekly  auctions  in  London,  approved  while  mints 
were  open  to  free  coinage  of  silver,  but  difference 
now  6409-15,  p.  555 
Currency,  theory  of  evolution  of  different  forms  of 

5860-79 
Deposits  with  Banks  in  London  : 

List  of  banks  and  amounts  deposited  1912     p.  552 
Principle  objected  to  -  5058-60,  p.  662 

Exchange : 

Crisis  of  1907-8„action  of  Government  in  refusing 

to  issue  sovereigns  criticised  5762,  5912-6 

Hampering  of  movements  of  capital  to  and  from 

India  owing  to  activities  of  Seci'etary  of  State 

in  Exchange,  and  comparison  with  other  countries 

5416-28 

People  afraid  to  invest  in  India  owing  to  doubt  as 

to  stability  of  ■  -     6109 

Value  of  gold  in  circulation         5713-26,  5749-51, 

5769-68,  6127-40,  5909-17 

Gold: 

in  Bars  might,  iu  some  circumstances,  if  containing 
a  larger  percentage  of  alloy  than  a  sovereign,  be 
imported  cheaper  than  sovereigns  5931-8 

Earmarked  for  India,  uhearmarked  and  used  on 
some  occasions  for  other  purposes  at  discretion 
of  Secretary  of  State  without  reference  to  India 

6064-73 
Gold  Cueeenct : 

Attitude  of  Government  re  -    p.  557,  p.  563-4 

if  Circulating  freely  people  will  not  be  reluctant 

to  part  with  ,-  .        6267-65 

Desirable  and  reasons    5727-31,  6841-52,  6880-2, 

6001-3,  6307-10 

Encouragement  by  Government  advocated  6744-8, 

5757-8,  5776-86,  6004-11,  p.  568 

Essential  to  proper  currency  system  5708 

with   Establishment  of  effective,   gold   standard 

reserve  will  be  unnecessary     -         530^,  5752-6, 

5802-10,  5836-8,  6874  6039,  6127-40 

Increase : 

and  Decrease  in  notes  and  silver  would  result 
in  decrease  of  gold  in  paper  currency  reserve 

.;  6204-22,  6296-8 

Increase   of   gold   in  circulation  and   in   paper 

currency  reserve  anticipated  630,0-1 

Rupees  not  likely  to  fall  to  a  discount,  and  no 

steps    should   be   taken   by  Government   to 

prevent       -         -  .      -  5821-2,  5839-40 

Rupees  vfould  be  supplanted  to   certain  extent 

oiily    ■  -        -    5788-801, 6299, 6304 

Involving  obligation  to,  giye  gold  for  rupees  not 

intended  ."  5979-86,5993 
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-continued. 


Limit  on  amoimt  of  rupees  that  are  legal  tender 
win  be  possible  in  future         -         -    5997-6000 
Question  as  ta^existenoe  in  other  countries  5972-8 
Reason  for  change  of   opinion  regarding   desira- 
bility of,  during  last  15  or  20  years     6306,  6311 
Recommendations  of  Indian  CuiTsncy  Committee 
re,  and  carrying  OTit  of,  advocated  5316-22, 

5970-1,  p.  555,  p.  556,  p.  557-9 
Recommendations  of  Professor  Dunning  McLeod 

5970-1,  p.  555,  p.  556 
Smaller  coin  not  advocated  to  start  with,  but  might 
be  coined  if  found  desirable  by  experience 

5987-92 
possible  Tendency  to  hoard,  in  case  of  crisis 

5812-26 
Use  of,  marks  superior  stage  in  civilisation  to  use  of 
silver                        -  6307-8 

Gold  Currency  (Standard)  Reserve,  abolition  when 
sovereigns  everywhere  in  circulation,  and 
30;000,000i.  in  gold  held  in  paper  currency  reserve 
advocated  -  p.  569 

Gold  Mint  in  India  -. 
Advantages  to  be  derived  5706-31 

History  of  discussion  re,  -  p.  557 

Money  would  be  attracted  from  hoards  in  times  of 

danger  and  emergency  -  5700-1 

Opening  of  Bombay  Mint  to  free  coinage  of  gold, 

advocated   6690-8,  5702-3,  p.  557,  p.  558,  p.  568 
Produce  of  Indian  mines  would  be  tendered  for 

coining   -  ...  5694—9 

no  Seignorage  should  be  charged         •  5703-5 

Sovereigns,  or  coin  identical  with,  in  size,  weight 

and  fineness  should  be  coined  -        p.  557,  p.  568 
Gold  reserve,  sufB.cient  already  to  allow  of  Govern- 
ment discharging  its  obligations  in  gold,  without 
taking  from  gold  needed  to  maintain  exchange 

5740-3 

Gold  Standard  Resebt?  : 

Amalgamation    with    Paper    Currency    Reserve, 

question  as  to  possibility         -     6104-7,  6125-6 
Amount,  20  to  25  millions  desira,ble   -       6089-40, 

6155-6,  6249-52 
Criticism  of  system  as  wasteful  -  5827-38,  p.  558 
Departures     from     recommendations    of     Indian 

Currency  Committee  p.  559-60 

Diversion  of  profits  on  coinage  from,  complained 

of  -         -         -         -  p.  559 

Form  : 

Bulk  should  be  in  gold  in  India  p.  560-1, 

p.  568,  p.  569 

Criticism  -         -  6170-7 

Gold,   amount    too    small,    and  whole   amount 

preferred  in  gold  -  6041^5,  6289-94 

Securities  : 

Contrary    to     recommendations     of     Indian 

Currency  Committee        -         -        -  p.  561 

probable  Difficulty  of  realising     -  6234 

if    Loss    involved    by   sale,   gold  should  be 

shipped  from  India,  but  if  profit  possible 

securities  should  be  sold  first  -         6277-81 

Objected  to  -  P-  559.  P-  560 

7,000,000Z.  should  be  maximum    p.  560,  p.  569 

saver,  objected  to  -      6104,  p.  559,  p.  560 

Intermingling    of,   with   paper   currency   reserve, 

and  Treasxiry  balances  at  option  of  India  Office 

complained  of  -  P-  559 

Location:  . 

of  Gold  in  London,  objected  to  -  p.  i>60 

in  India,  advocated      6044^6,  6052-63,  6179-83, 

6230-3 

in   London,   appropriation   for   needs   of   State 

feared  in  state  of  crisis  or  panic  6057-8, 

6064-73,  6230-3,  6388 

Object  of,  to  provide  gold  in  India  if  required 
•'  ^  6047-51,6199-203 

Statutory  regulations,  desirable  -         -  6122-4 

Subsidiary  branch   in   India   (silver),   transfer  to 

naner  currency  reserve  in  exchange  for  gold, 

advocated  -  -    6269-76,  p.  560 

Title  of  gold  reserve  preferred    -         -         -     oOd« 


WEBB,  The  Hon.  Montagu  de  P. — continued. 
Government  of  India,   greater  freedom  of    action 
should  be  allowed  to,  in  matters  of  local  concern 

p.  570 
Hoarding  of  Gold: 

Cash  would  come  out  of  hoards  in  times  of  famine 

6282-5 

Explanation  of  nature  of,  and  reason  and  decrease 

anticipated  as  education  advances  an.d  railways 

constructed  -         5786,  6306-7 

India  Office  : 

Finance.  Committee : 

Constitution,  suggestions  6112-20,  6253-6, 

p.  569 

every  Indian  Finance  Minister  retiring  to  be  on, 

in  turn,  would  be  advantageous  6253-4 ' 

Presence  of  two  London  bankers  and  absence  of 

Indian  or  Anglo-Indian  banker  or  experienced 

European    official     of     Indian     Government 

criticised  p.  568,  p.  570 

Financial  Department  and  Financial  Committee, 

criticism  of  6113-5,  p.  568 

Financial  organisation  and  procedure,  criticism 

p.  564-« 

Interest,  rates  of,  higher  than  in  any  other  part  of 

the  Empire  -  5347-55 

Lending  bt  Government  in  London  : 

Borrowers  practically  given  pei-manent  loans   at 
rates  payable  for  short  term  loans  5447-51, 

p.  552-3 
Borrowings  and  i-epayments,  since  1908  p.  552 
Criticism  of  system  -       p.  551-3 

Interest,  low  rate  of  4985-7,  p.  562 

List  of  fii-ms  and  amounts  lent,  1912  p.  531-2 

Securities,  India  sterling  bills  as,  case  of       p.  553 
for  Short  periods,  and  longer  periods  advocated 

4988-90,  5197-8 

Lending  by  Government  in  India  . 

Advocated   4992-5001,  5008-10,  5063-7,  5371-80, 

6093,  p.  554,  p.  669 
Criticism  -  -  p.  565 

Demand,  question  as  to  possible  extent       5014-6, 

5057 

no    Difficulty   anticipated,   and    money   available 

would  be  limited  if  balances  reduced  5199, 

5289-96 
to  Firms,  should  be  possible        -  5281-3 

Objection  that  trade  would  count  on,  not  agreed 
with  5017 

Purposes  6284-5 

Question  as  to  possible  amount  5359-80 

Securities : 
Nature  of,  suggestions  5011-3,  5292-4 

should    be   Required   from    private  borrowers ; 
from  banks  should  be  dependent  on  circum- 
stances 5002-7 
by  Tender  approved  5200 

Loans,  issue  by  Government  in  India: 

Increase,  possibility  of        -  5275-80, 6161-9 

Issue  of  short  term  bearer  bonds  woidd  be  useful 

5292-4 
More  could  have  been  raised  if  price  better 

6166-9 

Loans,  issue  by  Government  in  London  : 
should  be  Avoided  as  far  as  possible  p.  568 

Borrowing  of  3,000,000Z.  in  London,  1912,  criticism 

5381-8,  p.  563 

Criticism    -  ■  p.  665-6 

Statistics,  1910-12,  and  comparison  with  balances 

in  hand  and  criticism  of  policy     5023-40,  p  653 

Mints,  re-opening  of,  to  free  coinage  of  silver  not 

desired  5415 

Montagu,  Sir  Samuel,  quoted  re  gold  currency 

p.  558-9 
Notes  : 

Advantages  of  5863-5 

not  Advocated   as    main   currency   for  India    in 

present  state  of  development  5860,  6880 

6309-10 

not  a  Cheaper  and  better  form  of  ciirrency  than 

gold  -  -         -  5730-1 
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WEBB,  The  Hon.  Montagu  de  P. — continued. 
Notes — continued. 

Gold  not  a  rival  to,  generally     -  5855-60 

Issues  might  be  made  to  considerable   extent  in 

times    of     national     emergency    without     any 

secmity  but  credit  of  Government  5064-71, 

5205-16,  5389-92 
System       -  -  p.  561 

System  approved  -  6074-5 

Paper  Cttrrenct  Reserve  : 
Fiduciaiy  portion : 

Lending  out  of,  in  busy  times,  to  Presidency 
Banks,  would  be  approved     6092-3,  6141-54. 

6242-8,  6286-7 

Proportion  of  whole  issue  instead  of  fixed  amount 

desirable    -  6085-91 

Securities  should  be  invested  in  rupee  securities, 

not  sterling  -  6235-41 

Holding  of  gold  on  behalf  of  reserve  in  London, 

objection  to  -         -  6076-84,  6094-5 

Investment,  suggestions  p.  563 

Location  of  reserve : 

in  India,  advocated,  and  reasons  6096-103, 

p.  563,  p.  569 
in  London : 

Objection  to,  and  criticism  of  arguments  in 
favour  of  -  -        p.  561-3 

with  Yiew  to  supporting  exchange,  criticism 

p.  563 
Presidency   Banks,    Government   balances,   increase 
advocated  -  5086-91,  p.  554 

Public  debt  of  India,  amount  of  -       5395-401 

Quoted,  Boss         -  3621,  p.  543-4 

Railways,  expenditure  on  capital  works  insufficient 

5664-73,  p.  553 
Rate  of  exchange,  making  of,  by  Secretary  of  State, 
and  competitors  undersold  5627-38 

Reserve  treasuries,  ti-ade  handicapped  by  system  of 

5092-5,  p.  554 
Reventte,  SUEPLTTS: 

Question  as  to  reasonable  amount  -     5326 

Sources  ....        5217-36 

Statistics,  31st  March  1910  to  31st  March  1913 

p.  550 

should  be  Utilised  in  India,  on  reproductive  works, 

instead  of  being  transmitted  to  London  5061-3. 

p.  553 


WEBB,  The  Hon.  Montagtt  de  P. — continued. 
Rupees  : 
Coinage : 
Effect  of  redundancy  of  cun-ency  on  prices 

5429-46,  5883-90 
Profit: 

should  be  Kept  apart  in  gold  cai-ried  to  special 

gold  reserve  -  -        -  p.  568 

Temptation  to  issrie  token  coinage  excessively 

with  view  to,  must  be  avoided  -  6160 

no  Pi-esh  rupees  should  be  coined  beyond  those 

required  to  replace  wear  and  tear  tUl  gold  in 

circulation  in  excess  of  requirements  of  public 

5732-43,  p.  668 

Issue  of,  in  exchange  for  sovereigns,  insufficiency 

of  rupees  on  occasions     -  -  5570-7 

Obtainable  in  large  quantities  only  by  purchase  of 

Council  Bnis  -         -  -  5570-80 

no  Redimdancy  at  present  5919-30 

Silver,  ptjeohasb  op  : 

Criticism  of  proceedings      -         -  -  p.  565 

Payment  by  Council  BUls  : 

Drafts  sold  at  below  specie  point  to  finance 

p.  562 

Objection  to,  1912  ....  5587 

Satisfactory  on  some  occasions  5587 

Total  currency  increased  by     -         -        5588-92 

Regular  purchases  advocated  6012-30,  p.  562 

Sovereigns,  number  in  circulation  -  5769-75 

Taxation,  India  heavily  taxed  from  point  of  view  df 

individual  incomes,  but  lightly  from  point  of  view 

of  size  of  country  5330-46 

Ti-ade,  balance  in  favour  of  India  5266,  5271 

Treasuries,  balances  in,  too  large    -  5313-5 

Westland,  the  Hon.  Sir  James,  £.C.S.I. : 

Minute,  1898-9,  quoted,  Nevymarch  1331 

Notes  on  the  management  of  Govei-nment  balances, 
Abrahams      -  p.  42—7,  p.  53-7 

Proceedings  of  interview  11th  January  1899  between 
deputation  from  Bengal  Chamber  of  Commerce 
and,  re  management  of  Government  balances, 
Abrahams  p.  58-62 

Wilson,  James,  speech  introducing  BiU  for  establish- 
ment of  paper  currency  in  India,  3rd  March  1860, 
New-march  1639^4,  p.  294-309 


litary — continued. 

Equipment  REGnriiA.TioNS — continued. 
Part  2.     Details — continued. 
Sec. 
Xllb.  Royal  GaiTison  Ai-tillery,  Siege  Artillery, 
Movable  Armament  and  Machine  Guns 
in  Ai-maraents.     1913.  Is, 

XIIc.  Heavy  Artilleiy.     B.Ii,  60-pr.      (Regular 
Armyf)     1913.  9d. 

Establishments.     Peace.     Part  II.     TeiTitorial 
Force.     1913-14.  U. 

Examination  Papbes  : — 

Ofpicebs  Training  Corps.    Cadets  of  the  Junior 

and  Senior  Divisions.       Certificates    A  &    B. 

March  1913.  6d. 

Special  Reserve,  Militia,  Territorial  Force, 

AND  University  Candidates.  March,  1913.  Is. 

Field  Service  Manuals: — 

Cavalry  Regiment.  Expeditionary  Foi-ce.  1913. 

3d. 
Infantry    Battalion.     :  Expeditionary    Force. 
1913.  3d;. 

Infantry  (Mounted)  Battalion.  Expeditionary 
Force.     1913.  Sd. 

Medical  Service.    Army.   Expeditionary  Force. 
1913.  3d. 

OFricEBS  Training   Corps.     Junior   Division. 
Instructions  for  the  Annual  Camps.     1913.        2d. 
Postal    Services.      Army.      War.      Manual    of 
1913.  .     .  3d. 

Range-Finder.  Infantry  No.  1.  (Mariudin.)  Hand- 
book.    1913.  3d. 
Range    Finding.    Coast  Defence.    Manual   of. 
Parti.  ^d. 
Remount  Regulations.    1913.  3d. 
Rifles,   Short  and    Charger-loading,    Maga- 
zine,  Lee-Enpield.      Handbook    for   Serjeant- 
Instructors  of  Special  Reserve,  Officers  Training 
Corps,   and   Territoi-ial   Force   in   regard   to  the 
Care,  luspection,  &c.,  of  3d. 
Territorial  Force: — 
Commissions   in    the.      Guide  for  the   use   of 
Candidates  for.     1913.  Id. 
Transport.     Mechanical.     Regulations  for  the 
Appointment  of  Inspectors  of.     1913.  Id. 
Typhoid    (Anti-)"  Committee.      Report.      1912. 

2s.  6d. 
Works  Manual.     War.     Provisional.     1913.    4d. 

Admiralty :— 

First  Aid  in  the  Royal  JNavy.  wa. 

Newfoundland    and    Labrador     Pilot,   1907. 
Revised  Supplement,  1913.  — 

United   States    (East    Coast)    Pilot,    Part    I., 
1909.     Supplement,  1913.  — 

Watch  and  Quarter  Bills,  &c.  : — 

No.  1  size.     S.    250   (Revised   Aug.    1912). 

complements  above  500. 

No.  2    size.     S.    250    (Revised   Jan.    1918). 

complements  below  500. 

Board  of  Trade:— 

Merchant  Shipping:— 

Acts    op  Parliament,  Regulations,  Orders. 

Instructions  and   Notices  now  (May  1913) 

in  force.     List  of  the  principal.  _  3d. 

Fishing  Boats.     Examination   of  Skippers  and 

Second  Hands  of.     Regulations  for.     Exn.     1 

(Fishing).  ^  ^.  3^- 

Tonnage  Measurement  op  Ships.    Instructions 

as  to  the.  ^^      l«-3d'- 

National  Insurance  Act,  1911.  Part  II.  Unem- 
ployment Insurance.  Pai-ts  11.  and  III.  of  the 
Act,  with  Schedules,  Bxplanatoiy  Memorandum, 
and  Statutory  Regulations,  Rules,  and  Orders  m 
connection  with  Unemployment  Insurance.  March, 

1913.  ,,  .       ""*■ 

Surveys.     Instructions  as  to  :— Master  s  and 

CREVir  Spaces.  '^''■ 

Record  Publications  :— 

I.  Calendars. 

England  and  Spain.  Letters,  Despatches, 
and  State  Papers  i-elating  to  the  Negotia- 
tions between.  Preserved  in  the  Archives 
at  Vienna,  Simancas.  and  elsewhere. 
Vol.  IX.     Edward  VI.     1547-1549.     15s. 

Inquisitions  Post  Mortem  and  other  ana- 
loo-ous  Documents.  Vol.  IV.  Edward  I. 
T?ai-s  29-35.  ^•'«- 

Patent  Rolls  : — 

BdwabdIIL    Vol.  XIV.    1307-1370.   15s. 
Henry  HI.    Vol.  VI.     1266-1272.       15s. 

State  Papers.  Foreign  Series.  Eliza- 
beth. Vol.  XVIT.  Jan. -June  1583,  and 
Addenda.  ^^    Ifs- 

Treasury  B.,,  1.  VI.     1(;7!»-S0.  Us. 


For 

2s. 

For 

2.S. 


Home  Office:— r 

Coal  Mines  Act,  1911.    Test  of  Safety  Lamps. 

Memorandum,  Feb.  6,  1913.  Id. 

^OAL  Mines  Act,  1911.    Text  of  Objections  to  the 

Draft  General  Regulations  issued  on  Jan.  9,  1913. 

6d. 
Convict.     The  English.     A  Statistical  Stndy  by 
Charles  Goring,  M.D.,  B.Sc.  Lond.,  Deputy  Medical 
Officer,  H.M.  Prison,  Parkhm-at.  9s. 

Fencing  op  Machinery  and  Prevention  op 
Accidents  in  Laundries.  Memo.  on.  Fonn  414. 
May  1913.  .  Id. 

Fencing  of  Machinery  and  other  Safeguards 
in  Cotton  Weaving  Factories.  Report  on 
Conferences  between  Employers,  Operatives,  and 
Inspectors  concerning.  Id. 

Fencing    of    Machinery  and    Prevention   of 
Accidents  in  Woollen  and  Worsted  Mills. 
Report  on  Conferences  between  Employers,  Opera- 
tives, and  Inspectors  concerning.  Id. 
Finger  Prints.     Classification  and  Uses  op. 
Fourth  Edition.    By  Sir  E.  R.  Henry,  G.O.V.O., 
K.C.B.,  C.S.I.   (The    Commissioner   of    Police   of 
the  Metropolis.)  2s. 
Firedamp.      How   to   Test   for.      Leaflet,    with 
Coloured  Illusti-ation.                                            IJd. 
Mines  and  Quarries  Form  51.    Register  of  Hom-s 
of  Winding-Enginemen.                                         8d. 
Shops   Acts,   1912    and    1913,  with  Regulations, 
Explanatory  Memorandum,  and  Circulars. 

(Bound  6d.)     4d. 
Summary  Jurisdiction.      List  of  Courts  of,   in 
England  and  Wales.  .  6s. 

Local  Crovarumeut   Board; — 
Housing  of  the  Working  Classes  Acts,  1890 
to  1909 :—  '       . 

Houses  fob  the  Working  Classes.  Memo- 
randum with  respect  to  the  Provision  and 
Arrangement  of.  3d. 

Notification  op  Births  Act,  1907.  Charts 
showing  the  Population  under  the  operation  of 
the  Act  in  each  County  in  England  and  Wales, 
on  March  31,  1913.  3d. 

Various :  — 
Arms  op  St.  Vincent.  6d. 

Buildings  for  Small  Holdings  in  England  and 
Wales.  Report  of  the  Departmental  Committee  ; 
with  Abstract  of  the  Evidence,  Appendices,  and  a 
series  of  Plans  and  Specifications.  [Rep ritited from 
the  Parliamentary  Paper  [Cd.  6708]  of  Session 
1912-13.]  1«-  Cd. 

Foreign  Opfice  : — 

Africa  by  Treaty.  The  Map  op.  3rd  Edition. 
3  Vols,  and  case  of  Maps.  60s. 

Commercial  Treaties  between  Great  Britain 
AND  Foreign  Powers.  Vols.  I.  to  XXV. 

158.  each. 
Commercial    Treaties,     &c.,    between    Great 
Britain  and  Foreign  Powers.  Handbook  of .  10«. 
State  Papers.    British  and  Foreign.    In   101 
ygls  10s.  each. 

Greenwich  Observatory  : — 
Altazimuth  Catalogue  for  the  Epoch  1900-0.  3s. 
Astronomical,    Magnetical,    and    Meteoro- 
logical Observations.    1911.  20s. 
Astronomical  Results.    1911.  5s. 
Chronometer  Watches  on  trial  for  purchase  by 
the  Board  of  Admiralty.     Rates  of.     Aug.  3  to 
Nov.  23,  1912.                                                       2d. 
Magnetical   and    Meteorological    Results. 

1911.  "^*' 

Photo-heliographic  Results.    1911.  S.s. 

Report  of  the  Astronomer  Royal  to  the  Board  of 

Visitors  of  the  Royal  Obsei-vatory,  Greenwich. 

June  7,  1913.  ^  I'- 

Post  Office.    Wireless  Telegraph  Operators 

working  InstaUations  lieensedby  H.M.  Postmaster 

General.     Handbook  for.     Revised  in  accordance 

with  the  Radiotelegraphic  Convention  of  London. 

191'^  3d. 

Railway  and  Canal  Traffic  Acts,  1854^  1873 

1888,  and  1894 ;  and  other  Statutes.    With  General 

Rule's  of  the  Railway  and  Canal  Commission.     Is. 

Session,  Court  of,  Scotland:— 

Codifying  Act  of  Sederunt,  1913.     A  Loditi- 

catioii  of  the   Acts    of   Sederuut  presently   in 

force  "^*-  '^'^• 

Sleeping  Sickness  Commission  op  the  Royal 
SociBTT.     Reports  of  the.     No.  XIII.  2s.  hd. 

Storm  Warnings.  Codes  op  Signals  adopted  and 
recommended  by  the  International  Meteorological 
Committee.  1910-13,  for;  together  with  a  list  of 
the  Mai-itime  AVeather  Signals  at  present  m  use 
in  the  various  Count---  -*'  ^1-  ni,,!,-.  4th  TAi- 
tion.     1913. 
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ROTAL  COMMISSION   ON   INDIAN  FINANCE   AND   CORRENOY  :    LIST  Of  WITNESSES. 


LIST  OP  WITNESSES  EXAMINED. 


Date. 


I 


Name. 


Pages  of 
Evidence. 


1.  October  23rd,  24th     - 

2.  October  24th 

3.  October  30th      - 

4.  October  30th 

5.  October  31st 

6.  November  6th    - 

7.  November  6th 
S.  November  7th 
9.  November  7th 

10.  November  13th 

11.  November    13th    and 

14th. 

12.  November  14th  - 


Sir  James   Mbston,  K.C.S.I.,  Lieutenant-Governor  of  the  United 

Provinces,  and  formerly  Secretary  to  the  Government  of  India  in 

the  Finance  Department  (1906-1912). 
Mr.  MoEETON  Peewen      -  -  ■■.'.' 

Mr.  ViDTA  Sagab  Pandta,  Secretary  of  the  Indian  Bank,  Limited, 

Madras.     Nominated  by  the  Madras  Goveimnent. 
Mr.    Stanley    Reed,    LL.D.,  Editor  of    "  The  Times    of   India," 

Bombay. 
Mr.  P.  0.  Haeeison,  C.S.L,  Indian  Civil  Service  (retired) ;  has  held 

various  posts  in  the  Indian  Finance  Department  (1889-1911). 
Mr.  Latjebncb  Oueeie,  Member  of  the  Indian  Council  and  of  its 

Finance  Committee. 
The  Loed  Inchcapb,  a  former  Member  of  the  Indian  Council  and  a 
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Sir  James  S.  Meston,  K.O.S.I.;  called  and  examined. 


9020.  (Ghairman.)  I  think  you  are  at  the  present 
time  Lieutenant- Governor  of  the  United  Provinces  P 
— Tes. 

■  9021.  Would  '.you,  for  the  sake  of  putting  it  on 
record  in  connection  -with  your  evidence,  just  give  me 
a  sketch  of'  your  previous  Indian  experience  ? — I  have 
served  in  India,  with  a  brief .  interval  in  South  Africa, 
since  1885.  For  four  and  a  half  years  I  was  Financial 
Secretary  to  the  Local  Governmesnt  of  what  is  now  the 
United  Provinces ;  and  from  July,  1906  to  the  end  of 
March  1912,  I  was  Financial  Secretary  to  the  Govern- 
ment of  India,  and  also  for  a'few  months  held  the 
post  of  Finance  Member  before  Sir  Guy  Fleetwood 
Wilson  arrived.  For  the  last' 18  months  I  have  been 
out  of  direct  touch  with  the  Finance  Department. 

9022.  In  the  course  of  your  long  Indian  career  you 
have  of  course  had  very  considerable  experience  of 
Indian  finance  ? — Tes. 

9023.  I  think  you  attend  here  to-day  on  the  nomi- 
nation of  the  Indian  Government  ? — Tes.  The  Govern- 
ment of  India  have  delegated  me  to  explain  as  far  as 
possible  their  views  in  regard  to  finance  and  currency. 
Perhaps  I  might  explain  that  although  they  did  so 
delegate  me, .  they  have  not  given  me  any  definite 
instructions  with  regard  to  a  number  of  points  which 
seem  to  have  occupied  the  attention  of  the  Commission, 
and  possibly  the  Commission  may,  if  it  sees  fit,  allow 
me  to  differentiate  between  any  views  which  may  be 
my  own  personal  opinions,  and  the  description  of  the 
views  which  are  either  on  record  or  have  been  the 
subject  of  discussion  by  the  Government  of  India. 

®024.  We  should  be  glad  to  do  so  whenever  you 
think  proper.  I  propose  to  ask  you  some  questions 
which  will  no  doubt  be  supplemented  by  my  colleagues, 
but  I  should  like  to  say  at  the  outset  that  if  there  is 
any  matter  which  our  examination  leaves  untouched, 
or  which  it  leaves  in  your  opinion  bbscui-e,  I  should  be 
glad  if  you  would  tell  me,  say  at  the  end  of  your 
examination,  and  supplement  the  statements  you  have 
maide  in  answer  to  our  questions  with  any  fui-ther 
statements  you  thiak  desirable  ? — I  am  much  iad,ebted 

to  you.         -■'■''  .      ■     r    >  1       ;,.      , 
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9025.  One  of  the  first  questions- that  attracted  our 
attention  was  the  high  balances  which  have  existed  in 
recent  years  in  London  and  in  India.  In  regard  to  the 
Indian  balances,  to  what  extent  would  yousay  that  their 
size  was  deliberate  and  to  what  extent  it  was  acci- 
dental ? — I  think  it  would  be  unfair  to  describe  the 
large  balances  in  India-  as  in  any  way  deliberate^ 
Some  difficulty  in  answering  the  question  arises  from 
the  fact  that  in  considering  the  cause  of  our  high 
balances  we  have  really  to  take  the  Indian  and  the 
English  balances  together.  We  always  proceed  on  the 
theory  that  the  two  treasuries  are  one  and  indivisible, 
and,  as  the  Commission  knows,  the  extent  to  which 
those  balances  are  located  in  India  or  in  England  is- 
very  largely  dependent  on  the  action  of  the  Secretary 
of  State  in  drawing  bills  on  India.  With  that  reserva- 
tion I  should,  on  behalf  of  the  Government  of  India, 
definitely  rebut  any  suggestion  that  the  balances  were 
intentionally  high. 

9026.  Ton  will  agree,  I  suppose,  that  they  have 
been  abnormally  high  ? — They  have  since  1908-9  been 
abnormally  high. 

9027.  The  fact  that  they  have  been  abnormally 
high  is,  I  think  you  suggest,  in  part  the  cause  why  the 
London  balances  have  been  abnormally  high ;  that  is 
to  say,  the  large  amount  of  money  available  in  India 
has  enabled  and  encouraged  the  Secretary  of  State  to 
draw  more  largely  than  he  would  otherwise  have  done  ? 
^Quite  so ;  but  the  real  radical  cause  why  he  has  been 
enabled  to  do  this,  of  course  lies  in  India,  because 
there  we  have  collected  our  revenue,  and  it  is  there  in 
a  very  large  measure  that  we  have  fallen  short  in  our 
estimated  expenditure.  .  

9028.  What  are  those  underlying  causes  in  India  ? 
— To  begin  with,  the  theory  on  which  we  proceed  is  to 
budget  as  closely  as  possible  for  a  closing  balance  of 
about  12  millions  in  India,  and  we  understand  that  the 
Secretary  of  State  requires  a  minimum  of  4  millions  in 
England.  Now,  as  against  this  16  millions,  we  have 
the  fact  that  in  1908-9  the  year  closed  with  a  balance 
of  18J  millions.  That  in  itself  provided  a  margin 
which  I  think  no  one  would  regard  as  unreasonably 
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high  ;  but  between  then  and  the  same  date  two  years 
later,  namely,  the  end  of  1910-1,  the  balances  had  risen 
to  30J  millions.  In  the  subsequent  period  of  another 
two  years,  up  to  the  close  of  1912-3,  there  was 
practically  no  reduction,  so  that  perhaps  you  will  allow 
me  to  take  those  four  years  as  the  period  to  explain. 
The  increase  in  the  balances  is  due — this  is  a  mere 
truism — to  the  excess  of  actual  net  receipts  over  the 
budget  figure.  The  main  elements  in  the  rise  during 
the  first  two  years  were  the  large  Imperial  surplus, 
which  for  those  two  years  I  think  aggregated  4^  millions, 
and  the  large  provincial  surplus,  which  in  the  same 
period  aggregated  2f  millions.  The  third  main  cause 
would  be  lapses  in  railway  expenditure.  In  the  follow- 
ing two  years  the  budget  was  again  very  heavily 
exceeded  by  about  12  million  sterling,  and  owing  to 
that  fact  it  was  found  impracticable  to  make  any 
reduction  in  the  general  cash  balances.  If  we  go  a 
step  further  and  examine  the  reason  why  the  Imperial 
surplus  was  so  very  much  higher — perhaps  I  had  better 
take  the  Imperial  and  provincial  sui-pluses  together,  as 
that  would  make  itvery  much  simpler — than  the  Finance 
Minister  had  budgetted  for,  we  find  that,  between  the 
1st  April  1909  and  the  31st  March  1911,  the  opium 
was  better  than  our  estimate  by  roughly  4  millions 
sterling ;  Customs  were  about  600,000i.  better — I  am 
giving  veiy  rough  figm-es ;  the  railway  revenue  (net) 
was  about  600,0002.  better :  what  we  call  civil  charges, 
that  is  the  ordinary  expenditure  on  the  administration, 
such  as  education,  medical  charges,  police,  and  all  the 
rest  of  it — were  about  600,000Z.  less  than  the  estimate ; 
the  army  expenditure  was  about  800,0002.  less ;  and 
other  heads  contributed  an  improvement  of  one  million 
sterling,  the  chief  factor  in  them,  as  far  as  I  remember, 
being  the  interest  on  these  high  balances  which  we 
are  now  discussing. 

9029.  May  I  intemipt  you  for  a  moment  to  ask 
whether,  in  regard  to  railways  and  education,  the  net 
expenditure  was  what  we  call  here  a  failui-e  to  expend, 
or  whether  it  was  due  to  a  real  economy;  that  is, 
whether  it  was  due  to  your  inability  to  expend  in  the 
particulai-  year  the  amount  which  had  been  granted,  or 
whether  it  wag  due  to  permanent  economies  which 
rendered  such  expenditure  unnecessaj'y .''  —  Perhaps 
I  might  split  up  my  answer.  The  railway  lapses, 
that  is  to  say,  the  lapses  in  capital  expenditure, 
were,  I  think,  due  to  a  failure  to  spend  and  not 
to  any  intentional  economy.  On  the  other  hand, 
there  was  a  very  large  addition  to  railway  revenues, 
and  both  these  factors  worked  in  the  same  direction  as 
regards  the  comparison  with  the  budget.  The  two 
years  were  years  of  great  prosperity,  and  the  railways, 
as  they  always  do,  responded. 

9030.  I  think  we  have  liad  it  in  evidence  before,  but 
at  the  moment  I  forget ;  do  the  figures  which  appear 
for  the  railways  in  your  Indian  accounts  represent  the 
net  revenue,  or  do  you  show  the  gross  revenue  on  one 
side  and  the  expeniture  on  the  other  side  ? — We  have  a 
device  by  which  we  show  both  on  the  revenue  side. 
We  show  the  gross  i-evenue  and  underneath,  in  italics, 
we  show  the  working  expenses  as  we  call  them  ;  then 
we  draw  a  line  and  show,  for  revenue  purposes,  the 
net  revenue. 

9031.  So  what  you  bring  into  account  is  the  net 
revenue  F — ^Yes. 

9032.  Which  would  be  increased,  if  the  takings  are 
greater  ? — Yes. 

9033.  Or  if  the  expenses  are  less  ? — If  the  working 
expenses  are  less.  It  is  a  ciu-ious  but  well-knovim  fact 
that  in  the  years  in  which  the  receipts  are  very  high, 
the  working  expenses  rather  tend  to  go  down  in  some 
directions  (e.g.,  maintenance  and  repairs),  biit  to  rise  in 
others  (e.g.,  running  charges,  coal,  &c.),  so  that  it  is 
difficult  to  say  precisely  what  relation  there  is  between 
them.  Coming  to  the  second  part  of  yoiu-  question  about 
education,  I  should  prefer  to  put  the  position  in  this 
way :  The  Government  of  India  found  at  the  end  of  these 
two  years  that  it  had  a  considerable  sum  in  hand  which 
it  had  not  expected,  and  had  not  prepared  'for, 
but  which  it  was  quite  ready  to  spend  profitably  after 
due  deliberation.  The  method  in  which  it  employed 
those  funds  was,  to  some  extent,  to  hand  over  large 
gi-anls  for  education  and  sanitation  to  the  local  Govern- 


ments. The  grants  came  to  them  at  the  end  of  the 
financial  year,  and  indeed  came  to  them  very  often  at 
a  time  when  they  had  got  no  .definite  programmes 
ready  for  their  expenditure.  The  result  was  that  the 
money  was  put  away  in  the  provincial  balances,  which 
form  an  item  in  the  Imperial  account,  until  such  times 
as  the  local  Governments  should  be  able  to  draw  up  a 
most  careful  and  economical  programme  for  that 
expenditm-e.  A  large  amount  of  those  educational 
giants  and  of  the  medical  grants  is  still  lying  in  the 
balances,  because — I  can  speak  for  myseM,  and  I  think 
that  all  the  other  local  Governments  would  agree— it 
would  be  the  greatest  possible  calamity  to  plunge  into 
expenditiu-e  before  we  had  got  a  programme  ready  for 
the  most  useful  employment  of  the  money. 

9034.  Should  I  be  right  in  thinking  the  money 
is  earmarked  for  those  particular  piu-poses  ? — Yes, 
carefully. 

9035.  When  I  interi-upted  you,  you  were  enu- 
mei-ating  the  causes  of  the  abnoi-mal  surplus  P — ^I  have 
given  very  biiefly  the  main  causes  for  the  original  rise 
in  the  balances  from  18i  millions  to  30i  millions.  The 
ordinary  procedure  then  would  have  been  to  arrange  for 
a  considerable  reduction.  That  reduction  in  the  next 
two  years  was  not  effected,  for  the  following  reasons  : 
The  budget  was  again  exceeded  under  thefoUowing  main 
heads — opium  brought  us  3  •  3  millions  more  than  we 
budgetted  for.  Customs  0-6  millions,  railways  3-9 
millions,  and  other  revenue  heads,  2  •  3  millions. 

9036.  Are  you  now  speaking  in  rupees  ? — No,  I 
have  been  speaking  in  pounds  sterling. 

9037.  They  brought  you  in  that  amount  more  than 
you  expected  ? — More  than  the  budget.  The  total  of 
those  purely  revenue  heads  was  10  •  1  millions.  Then 
there  were  lapses  in  railway  capital  expenditui-e  to  the 
extent  of  0  ■  7  millions ;  thei'e  were  lapses  on  the  expen- 
diture for  the  new  capital  at  Delhi  of  0-7  millions ; 
and  under  other  heads  05  millions,  or  altogether 
12  million  sterling.  I  think  those  are  the  main  figures 
which  elucidate  the  statistical  position. 

9038.  I  think  we  have  had  it  in  evidence  that  in 
each  year  the  Government  budget  estimate  was  framed 
with  the  object  of  reducing  the  balance  to  something 
like  normal,  but  that  the  renewed  excess  of  income 
and  deficiency  of  expenditure  instead  of  reducing  the 
surplus  i-ather  tended  to  increase  it  ? — That  is  so. 

9039.  I  am  very  far  from  desiring,  even  in  a 
question,  to  indicate  any  disposition  to  blame  the 
Government  of  India  for  caution  in  their  budget 
estimates,  having  regard  to  what  we  have  heard  here 
as  to  the  uncertainties  of  Indian  revenue.  But 
looking  back  on  those  years  with  the  wisdom  which 
comes  from  experience,  would  you  think  it  unfair  to 
say  that  the  Government  did  err  a  little  on  the  side  of 
excessive,  caution  in  their  financial  estimates  ? — I  must 
admit  they  did.  Perhaps  I  might  have  an  opportunity 
some  tune  of  explaining  the  reasons.  There  were 
I'easons,  because  it  was  a  course  which  was  not  lightly 
or  hastily  entered  upon. 

9040.  I  take  it  one  reason  was  the  great  uncertainty 
of  the  opium  revenue  and  the  necessity  of  the  Govern- 
ment estimating  that  revenue  on  the  most  conservative 
basis  ? — That  was  one  very  great  reason. 

9041.  Perhaps  it  would  be  convenient  if  you 
indicated  the  other  reasons  now  ? — The  broad  reason 
is  what  you  have  already  mentioned — the  fact  that  in 
our  financial  work  in  India  the  only  possible  tradition 
upon  which  we  can  work,  the  only  possible  theoiy 
upon  which  we  can  base  our  calculations,  is  great 
moderation  in  our  estimates  of  all  ordinary  revenues. 
We  have  to  assume  that  the  hai-vests  will  be  normal 
and  that  all  the  numerous  consequences  which  follow 
from  them  wUl  be  on  the  same  lines.  The  fact  is  that 
for  several  years  the  caution  that  was  exercised,  and 
ought  to  have  been  exercised,  on  those  lines  was  veiled 
by  the  large  reductions  of  taxation  that  were  made  in 
Sir  Edward  Baker's  time.  When  Sir  Edward  Baker 
was  Finance  Minister  he  deliberately  set  himself,  with 
the  full  concurrence  of  the  Government  of  India,  to 
remove  as  far  as  possible  all  the  extra  taxation  that 
had  been  imposed  on  India  during  the  time  when  \fe 
were  struggling  against  bad  exchange.  It  was  felt 
that  our  first  duty  to  the  taxpayer  in  India  when  we 
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got  our  mpee  on  a  stable  basis  was  to  get  rid  of  tbat 
extra  taxation.     The  consequence  was  that  year  after 
year  a  very  large  excess  over   our  .  ordinary   normal 
caution  would  have  appeared  in  our  figures  if  it  had 
not  been  for  those  large  reductions.     Then  there  came 
at  the  end  of  that  period,  with   striking  suddenness, 
the  catastrophes  of  1907,  1908  and  1909.      We  had 
a  big  famine  in  1907,  and  we  had,  as  the  Commis- 
sion knows;  the  American  financial  ciisis ;  so  that  in 
1908-9  we  closed    with    a  deficit  of   3f   millions    in 
om-  revenue   budget.      That   was   simultaneous   with 
the  arrival  of  a  new  Kuance  Minister,  and  the  first 
experience  which  he  gained  of  Indian  finance  appeared 
to  him — and  very  naturally  appeared  to  him — a  failm-e 
on  our  part  to  realise  the  dangers  to  which  we  were 
exposed.    It  also  forced  the  Government  to  call  a  halt  in 
all  this  liberal  policy  of  the  remission  of  taxation.     The 
result  was  that  the  next  year  a  certain  amount  of  new 
taxes  of  which  you  have  heard,  on  tobacco,  silver  and 
other  things  were  imposed.     It  is  quite  arguable  now, 
and  I  think  it  was  quite  arguable  even  then,  that  for 
immediate   needs    that    taxation    was    probably    un- 
necessary, and  that  we  could  have  got  over  the  crisis  of 
1908-9  by  temporary  borrowing.     But  there  appeared 
at  the  sam.e  time  on  the  horizon  a  consideration  which 
is  not  probably  before  the  public.     That  was  the  fact 
that  the  Government  of  India  knew  that  very  large 
claims  were   going   to  be  made  upon  it  under  Lord 
Morley's  instructions  for  the  development  of  a  pro- 
gramme of  social  reform.     We  knew  that  a  veiy  big 
scheme  of  education  was  in  the  air,  and  we  had  estimates 
prepared  in  the  Secretariat,  which  have   never   been 
published,  which  indicated  the  enormous  call  upon  us 
in  the  near  future.     It  was  the  same  with  sanitation 
and  medical   advancement;   and   the   same   with  the 
improvement  of  the  police.     It  was  also  evident  that 
in  many  respects  the  Army  was  gettiug  behind  in  its 
equipment  and  armament.     Hanging  over  us  the  whole 
time  was  what  appeared   to   us   at  the  moment   the 
terrible  calamity  of   the  loss   of   the  opium  revenue. 
We  knew  that  China  was  moving,  and  we  knew  that 
sentiment  in  India  was  very  much  in  sympathy  with  it. 
The  net  result  of  all  these  considerations  was  that  we 
felt  that  a  certain  amount  of   financial   heresy   was 
permissible.     It  was  essential  to   economise,   and   we 
did  economise  very  considerably.    We  also  stood  by 
the  taxes  that  had  been  imposed  ostensibly  for  the 
troubles  of  1908-9,  and  which  were  now  necessary  for 
the   real   needs   of    the    country   in  the   near  future. 
This  explanation  may  possibly  not  be  regarded  as  a 
defence  of  under-estimating,  but  I  think  it  is  a  reason 
for  anticipating  high  surpluses.     The  under-estimate, 
I  think,  was  simply  a  matter  of,  as  you  have   said, 
probably  exaggerated   caution.      There   the   personal 
element  comes  into  play.     Some  of  us  would  have  been 
prepared  to  budget  for  a  crore  or  two  more,  but  the 
Finance  Minister  of  the  day  felt  that  he  had  come  in 
at  a  very  difficult  time  and  that  he  had  a  very  difficult 
part  to  play,  and  he  was  determined  to  be  on  the  safe 
side. 

9042.  I  suppose  if  any  British  Chancellor  of  the 
Exchequer  had  been  confronted  with  the  same  circum- 
stances that  you  have  described  as  having  faced  the 
Indian  Finance  Minister,  he  would  certainly  not  have 
been  disposed  to  over-estimate  his  revenue  in  the 
immediately  ensuing  year?— I  fancy  not.  He  would 
also  have  had  the  advantage  probably  of  being  able  to 
take  the  House  of  Commons  into  his  confidence. 

9043.  When  all  that  is  said  and  done,  we  come 
back  to  the  fact,  do  we  not,  that,  apart  from  the  cn-- 
cumstances  of  those  particular  years,  Indian  budgettmg 
is  a  particularly  difficult  operation.  I  make  that  sugges- 
tion because  it  appears  from  the  evidence  that  we  have 
received  that  the  revenue  of  India,  whether  it  be 
derived  directly  from  agriculture  or  indirectly  froni 
agriculture,  is  really  dependent  upon  the  harvesting  ot 
the  crops,  and  the  Indian  Government  has  to  make  its 
estimates  at  a  time  when  it  has  no  knowledge  and  can 
have  no  knowledge  of  what  the  crops  are  likely  to  be ; 
that  is  so,  is  it  not  ?— That  is  perfectly  true.  , 

9044.  it  has  been  suggested  to  us,  and  I  should 
like  to  make  the  suggestion  to  you,  that  the  Finance 
Minister  could  estimate  with  much  more  accuracy  it 


the  Indian  financial  year  were  changed.     Suppose  that 
instead  of  ending,  as  I  think  you  do,  with  the  last  day 
of  March  and  beginning  your  new  year  on  the  1st  day 
of  April,  you  began  the  new  year  on  the  1st  day  of 
October  ;  by  that  time  would  he  not  have,  at  least  as 
to  the  major  monsoon,  such  knowledge  as  would  enable 
him  to  make   a  much  more  accurate  and  satisfactory 
forecast  of  the  probabilities  of  the  Indian  year  ? — That 
subject  has  been  considered  from  time  to  time,  and  I 
think  the  main  considerations  in  weighing  the  proper 
date  are,  as  you  say,  the  desirability  of   greater  know- 
ledge of  the  consequences  of  the  monsoon,  and  also  the 
recognition  of  the  very  long  time  which  it  takes  to  pre- 
pare our  budget.    The  Indian  budget  is  an  amalgamation 
of  a  vast  number  of  other  budgets  which  are  prepared 
by  all  sorts  of  authorities,  right  down  to  the  district 
officer.     It  is  hardly  an  exaggeration  to  say  that  the 
district  officer,  who  after  all  is  the  authority  directly 
responsible  for  the  collection  of  the  land  revenue,  ou 
which  everything  hinges,    begins  his   calculating   six 
months  before   the   budget   is   discussed   in   Council. 
Now,  if  the  financial  year  were  altered  to  an  October- 
September  one,   we  should   have  the  district   officers 
beginning    to    prepare    their   estimates   long    before 
the  monsoon  commenced.      It  is  quite  true  that  we 
could   correct   them  roughly   and   on   broad   lines  in 
August,  but  the  correction  would  not  be  a  particularly 
valuable  one,  because  although  it  is  true  that  most  of 
the  rainfall  judged  in  inches  ought  to  fall  if  it  is  going 
to  fall  at  all  by  the  end  of  August,  still  there  is  an  exti-a- 
ordinarily  important  period  of  rainfall  which  comes  about 
the  third  week  in   September,  and  if  that  fails,   our 
experience  has   always    been  that    there    is   a   great 
shortage  in  the  area  which  it  is  possible  to  value  for 
the  Winter  crops,  which  after  all  are  the  great  export 
crops.     Consequently  we  are  a  little  sceptical  whether 
we  should  ■  be  able  to  prepare  a  budget  to  put  before 
the  Council  on  the  1st  September — the  latest  possible 
date   we   could   do   it — which   would   be   much   more 
valuable  than  the  present  estimate. 

9045.  I  was- suggesting  that  you  should  begin  your 
year  not  on  the  1st  September  but  the  1st  October  ? — 
I  am  assuming  that  otu-  financial  year  begins  on  the  1st 
October.  Our  present  practice  is  to  prepare  the 
budget  and  place  it  before  the  Council  precisely  one 
month  before  the  commencement  of  the  new  financial 
year.  At  the  present  moment  our  budget  is  laid  before 
the  Council  on  the  1st  March  for  the  year  beginning 
the  1st  April  following,  Under  the  scheme  you  suggest 
I  assume  the  present  conditions,  ceteris  paribus,  would 
prevail  and  therefore  the  budget  would,  I  take  it,  have 
to  be  ready  on  the  1st  September,  and  at  that  period  we 
should  not  be  in  a  position  to  give  a  very  valuable 
estimate  of  the  consequences  of  the  monsoon  which 
was  just  then  closing. 

9046.  My  experience  is  British,  as  you  know.  We 
do  not  here  habitually  present  the  budget  until  after 
the  new  financial  year  has  commenced  ? — We  have 
always  prided  ourselves  upon  our  virtue  in  that 
respect,  that  is,  upon  finishing  the  whole  of  the  dis- 
cussion before  the  year  begins. 

9047.  All  I  would  suggest  is,  that  there  would  be 
no  serious  loss  of  revenue  if  your  budget  statement 
was  made  shortly  after  the  1st  October  or  close  to  the 
1st  October,  instead  of  being  made  a  month  in  advance 
of  the  new  year  ? — Quite  the  contrary ;  we  should  be 
very  glad  of  the  extra  period  of  grace,  because  it  would 
enable  us  to  give  a  much  more  correct  statement  of  the 
actual  figures  of  the  year  just  finished. 

9048.  Is  there  any  insuperable  objection  in  regard 
to  the  necessaiy  movements  of  the  Indian  Government 
and  of  its  officers  in  making  the  financial  year  com- 
mence about  that  time  ? — I  do  not  think  so. 

9049.  It  would  not  interfere  with  the  Viceroy's  or 
high  officials'  Autumn  district  tours  ? — The  considera- 
tion of  the  budget  in  Council  alone  takes  quite  a 
month,  and  a  change  of  the  date  which  you  indicate 
would  mean  that  the  Council  would  meet  for  that 
pvu-pose  at  the  Summer  headquarters  of  the  Govern- 
ment, both  for  Imperial  and  for  provincial  Govern- 
ments, which  might  be  inconvenient  to  a  number 
of  the  unofficial  members.  Several  of  the  Indian 
gentlemen  on  the  Council  rather  dislike  being. detained 
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for  any  length  of  time  in  the  Hills,  and  the  same  would 
apply,  I  think,  to  the  local  Governments.  To  that 
extent  there  would  be  inconvenience.  But  if  the 
Commission  contemplate  ,  the  discussion  of  changing 
the  dates,  might  I  suggest  that  the  calendar  year 
would  be  in  many  ways  one  which  would  suit  us  very 
much  better  than  the  present  financial  one. 

9050,  Would  you  prefer  that  to  a  year  beginning 
on  the  Ist  October  ? — I  think  it  would  be  much  more 
helpful  to  us  from  the  point  of  view  of  precise  esti- 
mating, and  from  this  point  of  view  also :  Assuming 
that  we  maintain  our  previous  standard  of  virtue  and 
lay  the  budget  on  the  1st  December,  we  should  then 
have  before  us  a  full  and  com^plete  account  of  the 
rains ;  we  should  know  exactly  what  sort  of  hai-vests 
we  were  going  to  get  in,  abd  what  sort  of  revenue  was 
going  to  come  in,  during  the  first  three  or  four  months 
oi  the  year;  and  although  it  is  true  that  we  should 
miss  the  experience  of  what  is  called  the  Winter  rains, 
still  we  should,  I  think,  be  able  to  give  a  slightly 
better  and  a  slightly  stronger  estimate  than  we  do 
under  the  pj'esent  conditions.  But  I  do  not  think  the 
1st  October  would  help  us. 

9051.  It  has  been  objected  in  evidence  before  us 
that  at  the  present  time — and  I  suppose  this  must  be 
the  case  whatever  your  financial  year  is^ — the  great 
bulk  of  youi-  collection  of  taxes  takes  place  at  the  time 
of  the  greatest  trade  demand  for  money,  and  that  you 
have  in  fact  more  money  locked  up  in  your  Treasuries 
at  the  moment  when  the  trading  community  needs  it 
for  the  movement  of  crops  than  at  any  other  time  of 
the  year  ? — Broadly  speaking,  that  ift  true.  , 

..  9052.  In  so  far  as  it  is  true  it  is  unfortunate; 
perhaps  you  will  agree  with  me  in  that  ?^Tea. . 
:, ,  9053.  I  want  to  put  to  you  a  suggestion  for  your 
opinion.  A  good  many  witnesses  haye  attempted  com- 
parison in  this  and  in  other  matters  hefcween  Indian 
conditions  and  British  conditions. here. at  home;  I  can 
see  that  there  are  very  great  distinctions,  but  for  the 
purpose  of  putting  my  question  it  would  be  convenient 
for  me  to  use  our  British  practice  as  an  illustration. 
A  great  part  of  our  revenue,  almost  the  whole  of ,  the 
income  tax,  for  instance,  is  collected  in  the  last  quarter 
of  the  financial  year ;  if  we  followed  the  Indian  practice 
we  should,  I  suppose,  budget  for  such  opening  balances 
as  would  make  us  independent  of  borrowing  for  the  first 
three-quarters  of  the  year,  and  we  should  meet  the 
expenditure  of  those  three  quarters,  in  so  far  as  it  was 
in  excess  of  the  revenue  then  coming  in,  out  of  the 
balance  carried  forward  from  the  preceding  year.  As 
you  probably  know,  that  is, not  the  system  which  pre- 
vails here.  We  borrow  on  deficiency  adyauces.  Ways 
and  Means,  bills,  &c. ,  the  Government  is  a  borrower 
in  what  are  for  them  the  lean  paonths  of  the  year,  and 
pays  back  the  money  to  the  market  when  its  revenue 
comes  in..  Would  it  be  safe  to,  try, anything  of  the 
same  kind  in  India  with  the  I];idian  financial  condir 
tjons ;  in  other  words,  instead  of  budgetting,  as  you 
pow  do  to  produce  a  balance  at  a  time  when  it  is  at  its 
loweat  which  is  sufficient  for  all  your  needs,  could 
you,  count  upon  borrowing  in  the  lean  times  and 
repaying,  when  your  revenue  comes  in  P — In  other 
word?,  making  very  large  material  reductions  in  our 
permanent  Treasury  balances  ? 

9054..  Yes.  Of  course,  as  a  necessary  consequence 
of  that,  you  would  have  to  count — and  that  is  really  my 
question,  could  you  count — upon  borrowing  for  the 
months  before  your  revenue  came  in  ? — This  is  one  of 
the  points  on  which  I  am  afraid  I  have  no  instructions 
at  aJlj  but  speaking  from  one's  personal  experience, 
I  should  feel  very  considerable  doubt  whether  it  woidd 
be  possible  to  raise  the  large  sums  we  want  for 
Treasury  purposes  diuing  what,  from  the  Treasury 
point  of  view,,  are  the  lean  months.  We  do  in 
practice  raise  our  annual  loan  in  July,  whicsh  I 
suppose  IS  the  beginning  of  the  lean  time,  but  we 
know  from  oui-  own  experience  how  difficult  it  is,  first 
pf  aU,  to  forecast  the  amount  that  we  are  likely  to 
get  by  that  loan ;  secondly,  to  get  any  substantial 
amount ;  and  I  fear  that  still  greater  difficulties 
would  apply,  to  I'aising  money  on  temjjorary  Bills. 
It  must  also  be  remembei-ed  that  about  that  time 
of    the   year  most   of    the   local   bodies   are    in    the 


market.  The  Indian  market  is  a  narrow  one  essen- 
tially, and  besides  the  Government  borrowings  you 
have  now  large  and  inci-easing  borrowings  by  City 
Improvement  Trusts,  Port  Trusts,  Municipal  Boards 
and  all  the  rest.  They  aU  come  in  at  the  same  time, 
and  I  think  they  take  all  the  money  off  the  market 
that  is  available.  Tour  suggestion  means,  if  I  may 
just  add  another  word,  such  a  complete  departure 
from  our  practice  of  being  our  own  bankers,  so  to 
speak,  that  I  am  sui-e  India  would  like  a  little  time 
to  consider  it  if  it  is  going  to  be  pressed. 

9055.  I  was  very  anxious  to  express  no  opinion  in 
the  form  my  question  took,  but  I  agree,  I  may  say  at 
once,  with  your  conclusion.  You  mentioned,  in  answer- 
ing my  question,  the  loan  which  the  Government  raises 
in  India ;  you  would  hold,  I  suppose,  as  most  of  the 
other  witnesses  have  done,  that  the  lower  India  can 
keep  its  commitments  in  sterling  in  London,  the 
better  ? — I  entirely  agree. 

9056.  It  would  follow  from  that  that  India's  need 
for  capital  being  so  large,  the  more  capital  that  can  be 
raised  in  India  the  better  F — Certainly ;  and  the  more 
money  the  Government  can  itself  raise  in  India,  the 
better  from  a  political  point  of  view,  if  fi-om  no  other. 

9057.  Do  you  think  that  the  Indian  Government 
has  raised  as  much  in  mipee  loans  in  India  in  recent 
years  as  it  might  have  been  possible  to  raise  ? — There 
I  have  to  express  a  personal  opinion.  I  do  not  think 
they  have.  I  think  the  Government  of  India  could 
have  raised  substantially  larger  amounts  on  .a  ■  good 
many  occasions,  without  departing  from  the  present 
system  of  borrowing.  It  has  frequently  been  im- 
pressed upon  us  that  we  should  go  further,  that  instead 
of  trying  to  add  a  crore  or  a  crore  and  a  half  to  our 
annual  3^  per  cent,  loan,  we  should  have  another  form 
of  loan  which  would  probably  be  more  popular  and 
appeal  more  to,  the  ordinary  investor.  That  has  been 
several  times  considered,  and  several  times  rejected. 
However  opinions  may  differ  on  that  point,  I  thmk  we 
are  all  at  one  in  feeling  that  the  Government  of  India 
might  have  more  if  it  took  from  the  market  all  that 
the  market  could  afford  to  give  it. 

9058.  Do  you  think  that  it  can  make  a  substantial 
increase  year  in  and  year  out  in  the  amount  that  it 
raises,  in  India? — I  think  on  the  average  of  years  it 
could  make  a  substantial  Increase.  For  instance,  in 
several  recent  years  we  haye  only  raised  a  crore  and  a 
half  or  two  crores  when  I  think  we  could  have  easily 
raised  three  or  three  and  a  half;  we  have  done  that  at 
times ;  we  have  gone  as  far  as  four  and  a  half  without 
any  serious  calamity. 

9059.  I  gather  you  do  not  think  that  you  could  fix 
any  figure,  say,  4^,  and  maintain  it  absolutely  ?— No, 
I  think  not.  It  depends  so  much  on  the  condition  of 
the  market  each  year,  which  varies  more  than  it  does  in 

•  any  other  country  that  I  know  of. 

9060.  There  is  another  branch  of  this  question  of  the 
balances.  Apart  from  the  balance  which  is  held  jn  Lon- 
don, it  is  sometimes  sugge,sted  that  you  keep  more  in  the 
local  treasuries  or  reserve  treasuries  than  is  reaUy,re- 
quired  for  your  wants ;  what  do  you  say  to  that  P^As 
regards  the  reserve  treasuries,  the  money  that  is  stored 
there  is  an  extraordinarily  fluctuating  amount.  It  is  really 
a  resei-voir  for  the  Secretary  .of  State's  drawings,  and 
unless  we  know  more  definitely  what ,  the  Secretary  of 
State's,, dravrings  are  likely  to  be,  I  doubt  if  we  could 
at  the  moment  reduce  the  reserve  treasury  holdings  aU 
the  year  round  materially,  but  I  quite  agree  we  could 
reduce  them  during  the  busy  season.  As  regards  the 
other  treasuries,  I,  have  seen  some  suggestions  in 
the  evidence  given  before  this  Commission,  that,  first 
of  all,  the  treasuries  are  too  numerous,  and,  secondly, 
that  they  are  rather  too  well  ied.  Perhaps  I  might 
explain  what  our  difficulty  in  that  matter, is.  In  the 
fixst  place,  we  jnust  have  a  treasury  for  each  adminiT 
stratiye  district.  That  fixes  the  minimum  figure,  and 
the, actual  number  of  treasuries  in  excess  of  that  I 
think  is  very  small.  Then  we  have  got  to  consider 
what, the  duties  of  a  treasury  are  in  estimating  the 
amount  of  money  which  has  to  be  kept  at  it.  If  I 
may  give  a  concrete  example,  taking  the  province 
that  I  know  best  myself,  every  district  of  about  2,000 
or  3,000  square  miles  Jiae  a  headquarters  treasury,  fed  Joy 
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four  or  five  detached  sub'-treasTiries.  The  whole  of  the 
revenue  of  the  district,  -which  may  amount  to  anything 
from  five  to  twenty  lakhs  a  year,  is  paid  iato  this 
tferdasury.  The  income  tax  comes  into  it,  but  in 
ordinary  country  treasuries  the  income  tax  receipts  are 
very  small.  The  excise  comes  in,  and  the  stamp  duties 
come  ia  ;  they  are  also  relatively  small.  Ton  have  got 
nothing  in  the  way  of  Customs ;  you  have  got  no  salt 
receipts,  arid  you  have  got  as  a  rule  no  railway  receipts. 
The  consequence  is  that  the  araount  coming  in  is 
somewhat  spasmodic  as  regards  its  dates  and  some- 
what small  as  regards  its  amount.  At  that  head- 
quarters, apart  from  the  district  needs  and  apart 
from  the  maintenance  of  roads  and  staif,  railways, 
schools,  'hospitals  and  all  the  rest  of  it,  it  may-  be 
that  you  have  a  large  cantonment,  and  you  have 
very  large  sums  every  month  goiag  out  for  the 
payment  of  the  troops  and  for  commissariat  and  trans- 
port. Ton  may  also  have  a  station  which  is  a  favourite 
abode,  of  old  pensioners,  and  consequently  you  may 
have  a  very  heavy  pension  list ;  or  it  may  be  an  opium 
district  in  which  the  advances  for  the  opium  harvest 
are  extremely  high.  The  consequence  of  all  this  is 
that  your  net  outgoings  in  this  particular  treasury  at 
times  are  extremely  high,  and  that,  as  an  ordinary 
precaution,  we  have  to  keep  at  that  treasurj^  a 
very  much  larger  balance  than  the  ,  year's  total 
indicates  to  be  necessary.  When  you  multiply  that 
by  the  large  number  of  districts  of  this  type  that 
we  have  in  India,  I  think  you  will  find — and  the  calcu- 
lations have  been  revised, carefully  and  minutely  a  large 
number  of  times — that  the  total  aggregate  of  the 
treasury  balances  in  the  districts  is  by'  no  means 
excessive. 

9061.  You  agree  with  what  has  been  stated  to  us 
by  other  witnesses  then,  that  the  balances  so  kept  are 
the  result  of  actual  experience,  and  are  periodically 
revised  with  a  view  to  their  reduction,  if  reduction  is 
possible  ? — That  is  so. 

9062.  Such  revision  wOl,  of  course,  be  necessary, 
but  1  understand  you  do  not  think  in  the  future  that 
any  large  reductions  can  safely  be  made  in  the 
aggregate  ? — On  the  contrary,  I  think  the  tendency  will 
be  to  increase  them.  The  Comptroller- General  devotes 
a  great  deal  of  time  and  labour  to  this  question  pf 
the  movement  of  the  funds  in  the  niost  economical 
way,  but  the .  whole  tendency  since  I  have  been 
associated,  with  the  finance  department,  has  been  to 
increase  the  balance. 

9063.  Tou  have  in  some  cases  been  able  to  close 
treasuries  owing  to  the  opening  of  banks  ? — We  trans- 
fer the  treasuries  to  the  banks. 

9064.  In  those  cases,  at  any  rate  in  the  initial 
years,  you  have  not  saved  anything  as  far  as  your 
balances  are  concerned  ? — No  ;  on  the  contrary ,  we  hav,e 
had,  to  guarantee  in  many  cases  a  balance  which  was 
distinctly  higher  than  we  should  require  for  our  own 
working.  i 

9065.  I  think  it  has  been  suggested  that  from 
those  treasury  balances  you  might  make  loans  to  the 
public  ;  what  do  you  say  to  that  ? — I  am  a  little  handi- 
capped in  answering  that  question,  because  the  attitude 
of  the  Government  of  India  has  altered  in  the  last  few 
months.  Perhaps  I  may  explain  first  of  all  what  was 
the 'theory  until  quite  recently.  The  proposal  to  lend 
surplus  treasury  balances  to  the  banks  during  the  busy 
time  is  a  comparatively  old  one.  It  has  been  put  for- 
ward and  accepted  in  times  of  crisis  on  more  than  one 
occasion  ;  but  the  Government  of  India  have  always, 
until  quite  recently,  stood  out  against  any  promise  of 
loans  to  the  public  on  ordinary  occasions  or  upon  any 
terms  that  might  be  considered  at  all  favourable. 
The  feeling  that  they  had  in  the  matter  was  that 
the  loans  would  be  undesirable  and  unhelpful.  They 
felt  that  the  Indian  market  is  a  somewhat  narrow 
one,  with  cash  at  the  bottom  of  all  its  transactions 
and  comparatively  little  credit,  and  that  all  the 
marginal  cash  which  is  really  necessary  reaches  the 
market  through  the  exchange  banks.  What  they 
felt  mainly  was  that  the  Treasury  balances  are  agam 
very  variable  in  quantity,  and  it  is  impossible  to 
say  in  regard  to  any  given  y^ar  that  th^  would  be 


so  high-  as  to  enable  any  very  large  and  substantial 
loan  to  be  given  to  the  market.  If  that  is  so,  it  has 
always  seemed  to  the  Government  of  India  that  to 
establish  a  practice  of  loans  to  the  market  during  the 
season  of  high  balances  would  tend  to  encourage 
the  banks  to  reduce  pro  tanto  their  own  pro-vdsion  of 
funds,  that  is  to  say,  there  would  not  be  an  aggregate 
addition  to  the  loanable  capital  in  the  market.  Then 
if  a  bad  year  came  and  the  Government  of  India 
withdrew  its  funds,  or  refused  -to  lend  its  funds,  the 
banks  would  find  themselves  in  a  tight  position,  and 
they  would  have  to  raise  money  on  onerous  terms  at 
very  short  notice  with  possibly  the  result  that  the  bank 
rate  would  go  higher  than"  before.  The  consequent 
feeling  against  the  Government  would  be  considerable, 
and  it  might  generate  a  crisis  which  would  be  extremely 
undesirable.  That,  briefly,  was  the  view  that  was  taken 
until  a  few months  ago,  but  since  I  started  to  come 
home  I  have  received  a  draft  copy  of  a  despatch*  which 
the  Government  of  India  have  sent  to  the  Secretary  of 
State,  and  which  probably  may  be  before  the  Commis- 
sion for  all  I  know,  or  may  be  coming  before  the 
Coinmission',  in  which  they  propose  as  a  tentative 
measure  that  during  the  ensuing  busy  season  a  loan 
up  to,  I  think,  three  millions  sterling  should  be  giveil 
to  the  Presidency  Banks. 

9066.  From  the  balances  ? — Yes. 

9067.  Supposing  that  this  precedent  of  lending 
when  it  is  convenient  to  the  Government  of  India, 
were  to  be  followed  in  subsequent  years,  have  you 
eonsidered  at  all  whether  the  most  convenient  source 
for  the  loans  would  be  those  treasury  balances  or  the 
Paper  Currency  Reserve  ?  I  ask  you  in  ans-wering  the 
question  to  put  aside  any  objections  arising  out  of  the 
existing  statutory  regulations  of  the  Paper  Currency 
Reserve,  arid  to  assume  that  they  might  be  altered 
if  thought  desirable  ?  —  I  ask  permission  to  give  a 
personal  view,  because  the  matter  has  not  been  discussed 
yet  fully  by  the  Government  of  India.  Personally,  I 
dislike  the  idea  of  lending  treasury  balances,  partly  for 
the  reasons  that  I  have  tried  to  indicate,  and  partly 
also  because  I  think  that  the  duty  of  trisely  and 
judiciously  disposing  of  balances  is  hardly  a  duty 
which  a  Government  department  can  efficiently  can*y 
out.  I  think  the  time  will  come — it  is  bound  to  come 
on  occasions — when  the  officer  of  the  bureau  responsible 
for  the  treatment  of  treasury  balances  -will  have  an 
extremely  difficult  task  before  him.  I  do  not  speak 
about  a  year  of  famine,  because  I  think  in  a  year  of 
famine  the  deinand   for  money   probably  would   not 

'arise ;  but  you  might  have  a  great  rush  of  Council 
drawings,  or  you  might  have  a  run  on  our  savings 
banks,  which  would  mean  very  large  issues  from  our 
balances ;  or  you  inight  find  an  extraordinarily  oppor- 
tune moment  for  heavy  capital  expenditure  on  pro- 
ductive works  on  advantageous  terms.  It  would  then 
be  the  duty  of  the  responsible  officer  of  the  bureau  to 
weigh  these  claims  with  the  claims  of  the  market, 
which  might  at  the  moment  be  particularly  insistent, 
on  a  very  limited  margin  of  funds.  I  persoriaUy 
should  very  much  dislike  to  be  the  person  in  that 
position.  I  should  not  feel  that  I  had  the  necessary 
knowledge,  and  I  do  not  think  that  anybody,  except  a 
banking  corporation  coxdd  carry  on  that  work  satisr 
factorily.  If  you  tm-n  to  the  other  alternative,  that 
is  to  say,  loans  from  the  Paper  Currency  Reserve 
under  reasonable  modifica;tions  of  the  statutory  provi- 
sions, I  have  at  the  outset  to  say  that  the  Government 
of  India  have  objected  also  to  that.  They  hold  that  the 
Paper  OuiTency  Reserve  is  a  trust  fund,  and  that  as 
the  law  stands  they  are  not  justified  in  suggesting  any 
other  use  of  tlie  money  lying  there  except  for  the  con- 
vertibility of  the  currency  notes.  They  also  doubt 
whether  rupees  would  be  available  in  a  very  busy 
season  with  heavy  tmde  demands  from  the  cuiTenoy 
reserve  without  fresh  coinage.  They  also  feel  that  if 
the  oui'rency  reserve  did  happen  to  be  so  permanently 
flush  of  money  as  to  be  equal  to  giving  big  loans  to  the 
market,  the  proper  treatment  would  be  to  increase  the 
element  of  permanent  investment.  That  is  -ie  official 
view  which  has  been  taken  as  regards  the  Paper  Cur- 
rency Reserve,  and  I  think  the  Government  of  India 
will  probably  say  the  same,  although  they  have  not 
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discussed  it.  with  regard  to  the  scarcely  sepai-able 
process  of  an  enlai'gement  of  the  note  issue  by  the 
issue  of  uncovered  notes. 

9068.  Let  me  ask  you  to  give  your  personal  opinion 
here..  If  you  have  to  choose  between  lending  from  the 
balances  or  lending  from  the  Paper  Currency  Reserve, 
which  would  you  object  to  least  ? — Pei-sonally,  I  should 
not  have  any  serious  objection  to  lending  from  the 
Paper  CuiTency  Reserve.  It  seems  to  me  that  our 
reserve  operations  in  the  past  have  been  almost  too 
careful. 

9069.  Will  you  agree  with  this  line  of  reasoning : 
The  grievance  of  funds  being  locked  up  in  the  Govern- 
ment cofEers  is  most  felt  when  trade  is  busy,  and  when 
trade  is  busy  the  tendency  on  the  whole  must  be  for 
the  note  circulation  to  expand ;  it  is  not  at  that 
moment  that  notes  wUl  retui-n  for  encashment.  Of 
course  you  will  understand  that  individual  notes,  and 
even  large  masses  of  notes,  will  always  be  coming  in  and 
going  out,  but  on  balance  at  times  when  trade  is  busy 
will  not  the  note  circulation  be  on  the  increase  ? — ^It 
ought  to  be. 

9070.  If  that  is  so,  then  that  moment  when  the 
market  most  needs  relief  will  also  be  the  time  when 
the  Paper  Currency  Reserve  will  be  in  the  best 
position  to  give  relief?  —  My  memoiy  is  a  little 
treacherous  on  the  subject,  but  my  recollection  is  that 
the  volume  of  note  circulation  tends  to  diminish  during 
the  busy  season  in  India  on  account  of  the  heavy 
Council  drawings. 

9071.  (Mr,  Gillan.)  I  think  what  the  Chairman  has 
in  his  mind  is  the  net  circiilation  ? — Then  I  should  like 
to  correct  my  answer.  During  the  busy  season,  when 
Council  bills  are  very  active,  and  payment  for  those  bills 
is  taken  from  the  reserve  treasuries,  a  very  large  number 
of  notes  are  taken  from  the  treasury  and  presented  in 
exchange  for  napees,  the  notes  are  cancelled,  and  to 
that  extent  there  is  a  reduction  in  the  gross  circu- 
lation. Otherwise  I  quite  agree  with  the  general 
proposition  that  during  the  busy  season  the  net 
circulation  ought  to  increase. 

9072.  {Chairman.)  Before  leaving  the  question  of 
the  balances  finally,  I  would  like  to  ask  if  you  have  any 
observation  to  make  on  the  drawing  of  Council  bills  ? 
— The  Government  of  India  are  quite  satisfied,  and 
have  been  quite  satisfied,  about  the  system  of  drawing 
Council  bills.  I  have  been  instructed  to  express 
the  hope  that  the  Secretary  of  State  will,  as  far  as 
possible,  refi'ain  from  large  drawings  when  the  ex- 
change drops  below  Is.  4(i.  That  is  the  official  view 
held  at  the  present  moment,  but  personally  I  cannot 
press  the  matter,  as  I  do  not  altogether  agree  with  it. 
I  think  I  shall  be  perfectly  safe  in  saying  that  the 
Government  of  India  would  be  glad  to  see,  if  possible, 
somewhat  lower  drawings  when  exchange  is  drooping  ; 
and  certainly  I  do  not  think  we  ought  to  be  in  the 
position  which,  if  my  memory  serves  me,  we  were  in 
once  or  twice  sevei"al  years  ago,  when  we  were  selling 
bills  on  both  sides  simultaneously. 

9073.  I  suppose  I  may  take  it  that  the  Government 
of  India  will  agree  with  those  who  have  represented  to 
the  Secretary  of  State  that  the  first  consideration  of  the 
Secretary  of  State  must  be  how  to  get  over  here  the 
money  that  is  required  for  Indian  charges  on  this 
side? — Entirely,  provided  he  does  not  go  below  the 
gold  point. 

9074.  That  is,  he  must  not  refraiu  altogether  from 
buying  when  exchange  is  comparatively  low,  unless  he 
can  be  perfectly  certain  that  he  will  be  able  to  cover 
the  whole  of  his  needs  at  a  later  time  when  exchange 
is  high  ? — I  quite  agree. 

9075.  Now  I  pass  to  a  different  subject,  the  Gold 
Standard  Reserve.  Does  the  Government  of  India 
desire  to  make  through  you,  or  do  you  desire  to  make 
on  its  behaM  or  yoiu:  own,  any  representations  to  this 
Commission  as  to  the  size  of  the  Gold  Standard 
Reserve,  or  as  to  its  composition  ?  Let  us  take  its  size 
first  ? — The  Commission  has  before  it,  in  the  printed 
memoranda  which  the  India  Office  submitted,  a  very 
voluminous  correspondence  between  the  Government 
of  India  and  this  Office  in  x-egard  to  the  size,  the  com- 
position, and  the  treatment  of  the  Gold  Standard 
Reserve.*     What  I  have  been  asked  to  say  is  that  there 
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have  been  reasons  in  the  past  why  the  Government  of 
India  have  taken  strong  exception  to  the  dicta  of  the 
India  Office  on  this  subjest.  There  is  no  desire  what- 
ever to  rake  up  controversial  matter,  and  a  great  deal 
of  it  has  been  laid  for  ever.  The  India  Office  have 
step  by  step  come,  we  think,  nearer  our  view,  and  we 
are  extremely  grateful  to  them  for  doing  it,  but  we 
stiU  stand  very  firmly  on  the  sentiment — it  is  more  than 
sentiment — on  the  certainty,  on  the  conviction,  that 
there  can  be  no  finality  about  the  size — I  take  the  size, 
as  you  wish  me — of  the  Gold  Standard  Reserve.  We 
believe  that  even  the  last  decision  of  the  Secretary  of 
State,  great  improvement  though  it  was  on  the 
previous  decisions,  is  one  that  we  shall  stUl  induce  his 
Lordship,  or  his  successors,  to  modify.  We  wish  to 
see  the  Gold  Standard  Reserve  built  up  without  refer- 
ence practically  to  any  definite  maximum.  If  a 
maximum  were  called  for  at  the  moment,  we  should 
probably  say  we  should  be  glad  to  see  30  millions,  but 
that  can  only  be  with  reference  to  present  conditions, 
and  we  should  be  very  sorry  to  say  that  five  or  ten 
years  hence  a  certain  figure  would  be  adequate. 

9076.  I  want  to  make  certain  that  I  have  your 
reasons  for  the  views  you  have  expressed  as  similar 
views  have  been  expressed  by  other  witnesses.  Will 
you  tell  me  why  it  is  that  you  think  it  impossible  at 
the  present  time,  or  in  the  highest  degree  undesirable, 
to  fix  anything  as  to  the  amount  of  the  Gold  Standard 
Reserve .'' — I  am  afraid  I  did  not  express  myseK  very 
clearly  if  I  suggested  that.  What  I  wished  to  imply 
was  tiiat  although  for  the  moment  we  should  be  glad 
to  accept  a  figure  of  30  millions,  still  we  shoidd  not  be 
prepared  to  regard  that  as  a  figure  for  eternity,  so  to 
speak. 

9077.  That  comes,  I  think,  to  veiy  much  the  same 
thing  as  I  was  putting — that  you  take  30  millions  as  a 
limit,  because  it  is  a  limit  which  you  have  not  nearly 
reached,  but  you  thiuk  if  you  were  drawing  near  to 
that,  you  would  be  very  likely  to  ask  the  Secretary  of 
State  to  reopen  the  question? — Tes.  I  will  explain 
briefly  how  it  appeals  to  us.  Our  experience  has  been 
extremely  hmited.  We  have  had  only  this  1907-8 
calamity.  Whatever  may  be  said  about  that,  the  fact 
remains  indisputable  that  "the  1907  famine,  neither  in  its 
duration  nor  in  its  area,  was  anything  exceptional.  It 
was  a  limited  famine,  and  you  might  easily  conceive  of  a 
very  much  worse  one.  In  the  second  place,  we  feel 
that  the  financial  crisis  which  occurred  in  New  York, 
and  upset  the  markets  is  not,  so  far  as  we  know,  the 
last  word  in  crises — ^that  we  might  have  something  very 
much  greater  and  very  much  nearer  home,  and  it  might 
be  simultaneous  with  troubles  in  our  own  borders, 
such  as  war  or  civil  disturbances.  Then  what  we  feel 
more  than  all  that  is  that  our  experience  of  the  new 
conditions  only  dates  from  1908.  Up  to  that  time, 
whatever  the  outside  world  may  have  thought,  it  is,  I 
believe,  beyond  question  that  tie  Secretary  of  State  or 
the  Government  of  India  never  went  beyond  a  justi- 
fication of  the  Gold  Standard  Reserve  for  any  other 
purpose  than  the  pm-pose  of  meeting  the  Secretary  of 
State's  home  charges.  In  1908-9  we  committed  our- 
selves to  what  appeared  to  us  to  be  a  new  confession  of 
faith;  we  probably  had  the  faith  aU  the  time,  but  we 
had  not  confessed  it  in  public.  What  we  did  then  was 
to  commit  om-selves  contra  mundum,  instead  of  contra 
home  charges,  so  to  speak.  The  consequence  is  that 
we  really  do  not  feel  that  we  know  enough  of  what 
that  hability  implies..  I  personally  quite  admit  that 
the  liability  to  maintain  our  standai-d  has  been  some- 
what unwisely  overstated  in  certain  quai-ters.  I  think, 
for  instance,  the  statement  that  we  ought  to  have 
enough  to  convert  every  rupee  in  India  into  gold  is 
nonsense ;  to  have  enough  gold  to  convert  even  25  per 
cent,  of  aU  the  rupees  in  India  is  probably  sufficient. 
The  matter,  however,  is  conditioned  by  the  whole  ques- 
tion of  the  balance  of  trade.  It  seems  to  me,  and  to 
most  of  us  who  have  thought  over  the  matter,  that  the 
trade  of  India  is  a  thing  which  is  bound  to  increase. 
India  is  only  at  the  beginning  of  its  industrial  develop- 
ment, its  social  improvements  and  everything  else,  and 
the  probability  is  that  both  its  expoi-ts  and  its  imports 
will  increase  enormously,  that  the  balance  of  trade  will 
consequently  constantly  alter,    and   tha.t    to  maintain 
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that  balance  of  trade  we  ought  to  have  a  figure  which 
I  should  consider  *no  man  wise  if  he  attempted  to 
forecast  at  present. 

9078.  If  I  rightly  understand  you,  your  view  is  that 
the  size  of  the  Gold  Standard  Reserve  is  not  to  he 
conditioned  by  the  number  of  rupees  circulating  in 
India  but  rather  by  the  necessities  of  external  trade  ? 
— Tes,  I  personally  think  so. 

9079.  And  therefore — I  think  you  imply  this  in 
your  answer —  as  the  trade  of  India  grows,  so,  though 
not  necessarily  in  the  same  proportion,  the  Gold 
Standard  Reserve  should  grow  also  ? — I  think  as  a 
broad  and  simple  way  of  putting  it,  that  is  what  we 
ought  to  stand  by. 

9080.  So  much  for  the  size  of  the  Gold  Standard 
Reserve ;  now  as  to  its  composition.  There  have  been 
some  discussions  in  the  past  between  the  Government 
of  India  and  the  Home  Government  on  that,  but  what 
we  are  most  concerned  with  is  the  practical  question 
of  what  ought  to  be  done  now  ? — There  again,  the 
view  of  the  Government  of  India  is  no  doubt  familiar 
to  the  Commission.  They  have  pressed  from  time  to 
time  for  a  much  larger  ingredient  of  what  we  call 
liquid  gold.  Although  the  Secretary  of  State  has 
consented  to  holding  five  millions  in  that  form,  I  think 
the  Government  of  India  would  ask  for,  say  10  millions. 
The  reasons  for  that  have  been  stated  over  and  over 
again.  They  are  not  entirely  dependent  on  what  we  may 
call  the  quantitative  theory  of  the  cun-ency,  because 
he  would  be  a  very  foolish  man  who  attempted  to 
press  the  quantitative  theory  too  far.  The  Government 
of  India  have  always  felt  that  the  position  of  strength 
at  which  they  ought  to  aim  is  a  position  at  which 
immediately  on  the  occurrence  of  a  crisis  in  exchange 
they  should,  be  able  to  release  substantial  and  imposing 
amounts  of  actual  gold  at  the  same  time  as  they  are 
contracting  large  amounts  of  silver  cun-ency  in  India. 
They  do  feel  that  this  operation,  the  release  of  gold, 
will  not  be  achieved  by  selling  securities  and  simply 
transfeiTing  gold  from  one  hand  to  another.  "What  they 
feel  they  ought  to  have  is  a  large  hidden  reservoir 
of  gold  of  their  own  which  they  can  open  when  a 
crisis  arises. 

9081.  As  regards  the  location  of  the  main  poi-tion 
of  the  resei-voir  or  reserve,  have  you  any  objections  to 
offer  to  the  practice  of  holding  it  in  London  ?— During 
the  time  of  less  confident  relations  between  Calcutta 
and  London  I  think  the  Government  of  India  rather 
favoured  the  view  of  many  critics  in  India  that  it 
would  be  a  good  thing  to  have  the  gold  under  our  look 
and  key,  so  to  speak,  as  when  it  went  to  London  we 
did  not  exactly  know  what  happened  to  it.  That  has 
aU  passed  now,  and  personally  I  think  there  can  be 
no  question  that  the  proper  place  to  hold  the  gold 
is  in  London,  where  it  is  required  for  the  settlement 
of  international  balances. 

9082.  Ton  spoke  of  having  gold  to  release  m  such 
a  crisis  ;  had  you  in  mind  then  the  release  of  gold  m 
London  and  in  London  only,  or  were  you  thanking  ot 
releasing  gold  in  India  too  ?— I  think  it  would  be  much 
more  effectual  to  release  it  in  London  than  m  India. 

9083.  To  such  an  extent  as  you  had  if  m  India,  would 
you  release  it  freely  if  such  a  crisis   as   1907-8  arose 

again? — Tes.  t.     j.  j.-        t 

9084  In  that  crisis  there  was  some  hesitation,  i 
thmk,  which  may  be  easily  explained,  as  it  was  due 
to  the  novelty  of  the  circumstances,  m  freely  using 
the  resources' which  the  Government  had;  1  gather 
that  in  your  opinion  if  a  crisis  arose  agam  those  re- 
sources should  be  used  freely  and  at  once  to  reheve 
the  crisis  ?— I  entirely  agree.  _ 

9085  By  a  crisis  do  you  mean  a  crisis  m  exchange  ." 
—I  mean  a  crisis  in  exchange.  Would  it  be  per- 
missible for  me  now  to  take  advantage  of  your  very 
Mnd  offer  to  supplement  your  questions,  m  view  ot 
the  very  acute  and  as  we  feel  undeserved  criticisms 
to  which  we  have  always  been  exposed  over  this  so-called 
mistake  m  1907,  to  give  a  very  brief  narrative  ot  what 

"""^gS.^HSdo  so?-The  facts  are  that  on  the 
14  November  1907—1  am  giving  the  exact  dates  as  i. 
think  aeyare  somewhat  important— we  had  a  tele- 
graphic ^ti^^^tion  from  Bombay  that  the  exchange 


banks  there  were  asking  for  large  supplies  of  gold. 
Our  total  supply  of  gold  at  the  time  was  extremely 
low,  and  a  considerable  part  of  it  was  scattered  about 
in  the  treasuries  up-country  from  which  it  was  very 
difficult  to  collect  it  at  short  notice.  We  consulted 
commercial  opinion  upon  the  subject,  and  .although 
certain  of  the  persons  whom  we  consulted  advised  iis  to 
hand  out  all  the  gold  that  we  had,  others  advised  that 
the  money  was  simply  going  to  be  utilised  in  connection 
with  the  speculations  which  were  then  going  on  in 
America,  and  that  we  should  be  thoroughly  justified  in 
maintaining  the  funds  under  our  own  control  and  for 
our  own  purposes.  On  the  19th  November,  before  the 
Government  of  India  had  come  to  any  decision  on  the 
question,  the  same  bankers  applied  for  telegraphic 
transfers  on  London  at  a  fixed  rate.  We  felt  at  the 
time— and  the  position  was  somewhat  different  from  what 
it  is  now — that  if  telegraphic  transfers  were  to  be  given 
we  should  only  do  so  through  the  Paper  Currency 
Reserve,  and  consequently  with  the  consent  of  the 
Secretary  of  State,  whose  consent,  of  course,  in  any 
case  would  have  been  necessary.  We  accordingly  stated 
the  facts  to  the  Secretary  of  State  in  a  telegram  of  the 
19th  November.  On  the  20th  November  the  Secretary 
of  State  wired  to  us  instructions  to  refuse  gold  to  the 
banks.  On  the  21st  of  the  same  month,  that  is,  on  the 
following  day,  he  wired  out  again  and  said  that  perhaps 
freer  issues  of  gold  might  not  be  undesirable,  even  if 
the  banks  were  making  big  profits  out  of  them,  On 
the  25th  November,  the  question  then  being  under  daily 
discussion  with  the  bankers  in  India,  the  Bank '  of 
Bombay  advised  our  sending  telegraphic  transfers  at 
Is.  S^d.,  and  the  representatives  of  the  exchange  banks 
the  same  afternoon  asked  us  to  do  nothing  of  the  kind, 
but  to  let  them  have  gold  in  India.  So  that  at  that 
moment  there  seemed  to  us  to  be  no  very  clear  view  of 
either  the  needs  of  the.  market  or  their  wishes.  We 
were  perfectly  prepared  to  let  gold  out  if  it  was  going 
to  assist  the  position.  On  the  27th  we  again  explained 
the  whole  position  to  the  Secretary  of  State  and  told 
him  that  we  had  got  a  million  of  gold  available  for 
issue  and  that  we  were  prepared  to  issue  it,  but  that 
we  felt  we  could  not  promise  anything  in  the  nature  of 
telegraphic  transfers  unless  he  was  prepared  to  maintain 
the  redemption  of  such  drawings  and  we  did  not  know 
what  his  capacity  in  that  respect  was.  On  the  follow- 
ing day  he  wired  back  to  us  asking  us,  if  we  agreed,  to 
let  the  banks  know  that  we  should  issue  telegraphic 
transfers  on  him  at  Is.  3^d.  We  did  so  at  once,  and 
the  episode  was  over. 

9087.  The  exact  account  you  have  given  of  what 
took  place  in  those. years  is  very  interesting  and  useful, 
but  I  think  the  important  question  is  to  see  what  is 
the  lesson  of  those  years  for  the  future.  I  understand 
you  to  have  told  me  that  in  your  opinion  the  primary 
and  all-important  object  for  which  the  Gold  Standard 
Reserve  exists  is  to  maintain  the  par  of  exchange  ? — 

That  is  so.  i  j 

9088.  And  that  if  a  crisis  arises  it  should  be  used 
freely  for  that  purpose  ? — Yes. 

9089.  Then  the  question  arises,  in  so  far  as  yoh 
have  gold  in  India  at  such  a,  moment,  how  could  it  be 
best  used  ?  In  your  opinion  should  the  Government 
give  it  out  freely  in  India,  or  should  they  not  give  it 
out  in  India  but  ship  it  to  London  and  sell  transfers 
against  it  ?— The  gold  in  India  to  which  I  have  been 
referring  in  the  history  which  I  have  just  detailed,  and 
I  take  it  the.  gold  to  which  you  also  refer,  would  be  gold 
in  the  Paper  Cun-ency  Reserve,  not  gold  in  the  Gold 
Standard  Reserve  ?  ^  ,,  cj.     j     j 

9090    I  think  there  is  no  gold  m  the  Gold  btandard 
Resei-ve  in  India,  is  there  ?— There  is  occasionaUy,  but 
not  as  a  practice.     I  only  mentioned  that  because  we 
were  talking  about  the  Gold  Standard  Resei-ve  m  the 
first  instance.     However,  the  position  regarding  other 
sold  that- is,  gold  in  the  Paper  Currency  Resei-ve  or; 
lold'in  the  Treasury  Balances,  is,  I  think,  that  it  would 
dribble  away  very  rapidlybefore  the  actual  occurrence , 
of  an  exchange  crisis,  but   that  when  the  exchange, 
crisis  comes  we  should  freelj*  give  gold  in  India  in  so  r 
far  as  it- is  asked  for  and   required.     1   should,  not- 
contemplate  a  situation  in  which  it  would  be  necessai-y 
to  ship  gold  on  Government  account  from  here,  because 
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one  would  hope  that  the  Grold  Standard  Reserve  and 
the  Paper  Currency  Reserve  gold  under  the  Secretary's 
of  State's  control  would  be  brought  into  play. 

9091.  And  would  be  sufficient  ? — And  would  be 
sufficient. 

9092.  Would  you  anticipate  that  gold  given  out  in 
India  would  would  have  much  effect  upon  exchange  ? 
— There  experience  again  is  somewhat  limited.  We 
know  that  particularly  during  the  crisis  in  1908, 
although  a  very  large  amount  of  gold  dribbled  out  of 
the  treasury,  a  very  small  amount  of  gold  was  actually 
exported.  I  would  not  personally  draw  too  wide  a 
deduction  fi-om  that  somewhat  Umited  experience.  I 
am  disposed  to  think  that  although  the  so-called 
waistcoat-pocket  gold  is  not  in  the  first  instance  an 
important  factor  in  supporting  exchange,  still  the 
position  might  arnve  in  India  at  which  the  gold  in 
circulation,  or  still  more  so  the  gold  in  hoards,  would 
become  a  very  valuable  instrameht  in  assisting  us 
aJgainst  an  exchange.  Crisis :  that  may  be  in  the  far- 
distant  future,  but  I  think  it  will  come  iii  time. 

9093.  In  so  far  as  that  gold  is  in  hoards,  what 
circumstances  do  you  think  would  bring  it  out  in  great 
quantities  ? — The  most  obvious  cuteumstance  I  think 
wbuld  be  a  scarcity. ' 

9094.  A  scarcity  of  what — ^that  is  my  point? — ^I 
mean  a  scarcity  of  food. 

9095.  But  not  a  scarcity  of  gold? — ^No.  Before 
goiug  on  with  that  question,  however,  I  ought  to 
differentiate  between  gold  bullion  and  sovereigns ;  I 
think  -there  is  a  possibility  of  a  little  confusion  of 
thought  in  that  respect.  When  1  said  that  a  shortage 
of  food  would  bring  gold,  out,  what!  implied  was  that 
I  think  the  people  would  produce  their  ornaments, 
their  ^  gold  bullion  and  iheir  hoards,  in  very  large 
quantities ;  1  did  not  mean  to  suggest  that  rich  people, 
who  had  stored  up  large  quantities  of  sovereigns, 
would  produce  thein  in  those  times ;  I  think  it  is 
probable  they  would  not,  because  .  sovereigns  are  then 
at  a  high  premium.  i  r 

9096.  When  the  sovereign  goes  to  a  premium,  there 
is  a  tendency  rather  to  stick  to  their  sovereigns  than 
to  yield  them  up  P^Quite  so. 

9097.  Do  you  think  there  are  any  circumstances, 
except  the  pi-essure  of.  actual  need  by  famine,  in  which 
gold  hoarded  would  come  out  in  large  quantities  ? — ^In 
om;  present  position,  I  do  not  see  any  other  circum- 
stances. As  I  say,  L  think  in  the  fnture,  when  the 
country  is  more  saturated  with  gold  than  it  is  at 
present,  gold  would  be  bound  to  come  out  to  pay  the 
iiltfesnationai  debts,  if  everything  else  fails;  but  that 
is  not  at  all  likely  to  iappen  so  long  as  the  Government 
hold  a  sufficient  reservfe  of  gold  in  their  balances. 

9098.  Do  you  think  there  should  be,  from  the 
points  of  view  of  the  Indian.  Government,  any  attempt 
to  frame  statutory  regulations  for  the  management 
of  the-  Gold  Standard:  Reserve  ? — I  think  the  Indian 
Government  would  have  no  objection  to  a  statutoi*y 
description,  if  I  may  so  put  it,  of  the  resei-ve  and  of 
its  purpose,  but  neither,  the  Indian  Government  nor 
any.of -its- members  have  ever  attempted  to  formulate, 
to  draft  if  I  may  so  say,  an  Act  on  the  subject.  We 
feeltiiat  the  Act  would  be  an  uncommonly  short  one. 
The  only-  general  principle  which  we  should  like  to 
see  laid  down  under  the  authority  of  .Parliament  is 
that  the  reserve  is  to  be,  until  it  reaches  a  definite 
figure,  exclusively  used  for  the  purpose  of  supporting 
exchange,  and  not  to  be  turned  aside  for  buying  rolling 
stock  or  the  like.  Apart  frism  that,  the  other  statutory 
provisions  we  contemplate  would  be  simply  a  wide 
power  to  the  Secretary 'of  State  for  making  i-ules  for 
his  own  guidance.  It  is  not  a>  point  on  which  I  think 
ttie  Government  has  any  strong  sentiment  one  way  or 
the  other.  X 

9099.  Now  I  turn  to  the  paper  currency  reserve; 
have  you  any  observations  to  make  about  the  strength 
of  the  silver  holding  ?' — There  again,  as  the  Commis- 
sion are  aware,  there  has  been  a  considerable  amount 
of  recent  discussion  and  correspondence.  The  Govem- 
mentof  India  has  fullya<jc^ted  the  Unes  of  an  extremely 
careful  memorandum*  wMcir  I  believe  Mr.  Abrahams 
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drafted,  in  which  it  was  advised  that  we  shouM 
organise  our  coinage  operations  so  as  to  hold  24  crores 
of  silver  in  the  paper  currency  reserve  on  the  1st  Octo- 
ber, the  idea  being  to  ensure  that  we  should  have 
174  crores  on  the  1st  of  the  following .  April  in  each 
year.  As  I  say,  the  Government  of  India  accepted 
this  proposal,  but  the  scheme  has  since  been  somewhat 
still  more  developed  into  a  series  of  definite  standai-ds. 
What  I  understand  the  Government  of  India  now  aim 
at  is  to  have  24  crores  in  the  reserve  on  the  Ist  Novem- 
ber, and  so  to  regulate  their  coinage  that  in  a  year  of 
heavy  absorption  there  would  be  18  crores  left  in  the 
reserve  on  the  1st  May,  and  I  think  24  crores  on  the 
same  date  in  a  normal  year.  They  have  also  formu- 
lated standards  which  wiU  enable  the  coinage  to  be 
undertaken  much  more  regularly  and  almost  auto- 
matically, but  liable,  of  course,  to  stoppage  in  the 
event  of  the  conditions  suddenly  altering  in  the  course 
of  the  year.  It  would  probably  be  inexpedient  for  me 
to  give  the  dates  on  which  they  propose  to  buy  silver 
for  these  purposes.  The  great  point  is  that  they  have 
so  arranged  their  programme  as  to  give  timely  warning 
to  the  Secretai-y  of  State,  whom  they  leave  to  do  the 
buying. 

9100.  I  gather  from  what  you  have  said  that  the 
Government  of  India  is  taking  steps  to  get  its  silver 
purchased  more  regularly  ? — More  regularly  with  reier- 
ence  to  a  more  regular  coinage  programme. 

9101.  In  the  hope,  perhaps,  that  it  may  not  be 
forced  to  purchase  such  large  quantities  at  a  given 
time,  as  occurred  just  recently  ? — So  as  not  to  purchaae 
at  such  short  notice,  I  should  say. 

9102.  Tou  have  already,  in  answer  to  questions  of 
mine,  said  something  about  loans  from  the  Paper 
Currency  Reserve ;  1  should  like  to  ask  you  -now  in 
that  connection  whether  you  have  considered  at  all 
whether  it  would  be  safe,  with  the  experience  that  you 
now  have  of  Indian  currency,  to  take  powers  to  increase 
the  fiduciary  portion  of  the  Paper  OuiTency  Reserve  ? 
— Do  you  mean  by  that  the  portion  which  is  invested 
permanently  ? 

9103.  I  would  prefer  to  say  the  portion  which  is 
invested.  I  will  explain  that,  if  it  is  not  quite  clear  to 
you.  The  whole  of  the  fiduciary  portion  need  not  be 
invested  permanently  ;  it  might,  if  the  Paper  Currency 
Reserve  were  used  for  making  temporary  loans  to  the 
public,  be  invested  temporarily,  but  it  would  be  invested  ? 
— I  was  not  presuming  to  criticise  your  statement,  of 
the  case.  I  was  only  on  the  point  of  explaining  that 
what  we  understand  by  what  we  very  often  describe  in 
India  as  the  fiduciary  portion  is  a  little  different  from 
the  interpretation  of  the  same  phrase  in  England.  As 
the  law  stands,  we  have  only  one  fiduciary  issue  in  the 
sense  of  an  issue  against  invested  securities,  and  the 
securities  are,  as  you  know,  of  a  permanent ,  chai-acter. 
I  take  it  you  would  not  object  to  my  considering  a 
position  in  which  the  present  bonds  of  the  law  were 
relaxed. 

9104.  No ;  I  am  asking  really  whether  yon  think 
the  time  has  come  for  an  amendment  of  the  law,.' 
— ^I  do  think  that  the  time  has  come.  I  quite 
accept  the  sentiment  of  the  Government  of  India 
that  it  is  a  very  important  trust,  and  that  public 
opinion  would  be  very  much  shocked  if  the  Govern- 
ment of  India,  without  full  justification  and  stro^ 
authorisation,  were  to  alter  the  reserve  system. 
But  if  a  body  such  as  this  Commission,  with  all  its 
authority,  were  to  recommend  an  alteration  in  the  law, 
I  think  that  there  would  be  a  very  strong  backing.in 
India.  Personally,  as  I  said  before,  I  thmk  we  have 
been  almost  too  careful  and  that  there  ought  to  be  no 
difficulty  in  educating  the  public  mind  to  a  considerable 
change.  If  I  may  put  it  in  figures,  as  a  very  rough 
suggestion,  I  should  be  glad  to  see  the  reserve  held 
somewhat  in  this  style :  I  should  like  to  see  about 
40  per  cent,  in  rupees  to  secure  the  prompt  converti- 
bility of  the  notes  which  are  likely  to  be  brought  in 
for  conversion.  That  implies,  I  think,  that  the  facilities 
for  conversion  wiQ  be  considerably  greater  than  they 
are  at  present.  I  should  like  to  see,  say,  20  per  cent, 
held  in  gold,  available,  fot  the  prompt  purchase  of 
silver  to  restore  the  rupees  in  the  event  of  a  run 
upon  them.      I    think    it  would   be    quite'  su^cient 
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to  have  30  pet  cent,  of  permanent  securities  as  an 
ultimate  reserve  against  a,  very  grave  collapse  in  the 
■jiote  circulation.  That  would  leave  10  per  cent,  of  the 
total  reserve,  which  I  should  have  no  hesitation  in 
leiavilig  free  to  the  market;  that  is  to  say,  as  you 
explained,  in  the  form  of  temporary  investments 
against  good  security. 

9105.  It  follows,  I  think,  from  what  you  have  said, 
that.jou  favour  such  a  change  in  the  law  as  would 
make  the  fiduciary  issue  a  proportion  of  the  whole, 
rather  than,  as  it  is  at  present,  a  fixed  sum,  with  no 
reference  to  the  present  circulation  of  notes  ? — ^I  used 
these  percentages  merely  for  the  sake  of  simplicity.  I 
t!^nk  that  a  law  which  defined  the  ingredients  of 
ijeserve  in  terms  of  definite  proportions  might  be  a 
little  difficult  to  work  at  times,  but  I  quite  agree  with 
£|ie  general  principle  that  the  development  of  the  reserve 
should  be  in  rough  proportion  to  the  note  circulation. 

9106.  Now  I  want  to  turn  to  the  question, of  the 
gold  coinage.  What,  briefly,  is  your  view  upon  that 
subject?  Perhaps  I  ought  to  define  my  question 
more  exactly,  and  so  I  begin  by  asking.  Are  you  in 
favour' of  the  opening  of  a  mint  for  the  coinage  of  gold 
in  'India 't — I  am.  1  ought  to  say  the  Government  of 
India  has  expressed  itself  in  favour  of  that  view. 

■''  9107.  >fot  very  Strongly,  I  think  ?— I  think  their 
position  is  that  it  is  not  a  matter  of  the  first  import- 
ance in  currency  reform,  but  it  is  a  matter  which  they 
would  be  glad  to  see  fully  considered,  and  that  it  would 
be  consonant  with  a  very  strong  body  of  ladian  Opinion 
if  a  concession  in  that  direction  cotild  be  given. 

9108.  I  suppose  that  opinion  is  really  rather  de- 
pendent upon  the  view -expressed  by  some  witnesses 
that  it  is  desirable  largely  to  increase  the  amount 
of  gold  in  circulation  in  India.  Am  I  right  in  think- 
ing that  those  who  advocate  the  opening  of  a  mint 
for  the  coinage  of  gold  in  India  hope  that  one  of 
lits  .effects,  at  any  rate,  will  be  to  popularise  the  circu- 
lation of  gold  coinage  in  India  ? — I  think  that  is 
.undoubtedly  the  case ;  or,  perhaps,  if  I  may  put  it  in 
some  different  words,  to  substitute  the  genuine  circu- 
lation for  the  concealment  of  gold  in  hoards.  That  I 
,think  is  the  most  prominent  consideration  in  their 
minds. 

9109.  In  what  way  do  you .  think  that  the  opening 
of  a  gold  mint  would  induce  the  tender  for  coinage  of 
gold  which  is  now  hoardeli  ?— I  .think  it  would  be 
regarded  as  a  very  great  convenience  by  the  people 
to  be  in  a  position  to  have  their  gold  holdings,  so  to 
speak,.  haU-marked,  At  the  present  moment  they 
r,eceive  a, very  large  number  of  sovereigns,  and  they 
,haye  no  idea  where  they  come  from.  I  am  talking 
about  the  ordinary  masses  of  the  p.epple :  they  have 
very  little  understanding  that  these  sovereigns  repre- 
sent a  stajidard  gold  coin  of  Imperial  value.  All  that 
,they  know  is  that  they  are  tokens  of  a  certain  fine 
Jtouch  and  monetary  worth,  and  that  when  they  can 
get  a  sufficient  number  of  them  and  melt  Ijhem  down 
to.  form  ornaments  for  themselves  and  bars  for  their 
hbarding,  they  have  got  something  to  which  a  definite 
value  attaches.  There  is  no  facility  for  the  reverse 
process ;  there  is  nothing  which  will,  enable  them  to 
bring  out  their  hoards,  bring  out  their  bars,  and  bring 
oiit,  their  ornaments,  and  have  them  converted  into 
coin  of  the  realm. 

-  9110.  That  coin  of  the  realm  being  —  ? .—  The 
sovereign.  The  result  is  that  they  have  not  yet 
iiecome  educated  to  the  sovereign.  It  is  quite  true 
that  a  very  large  number  of  sovereigns  do  come  into 
the  country,  but  you  have  seen  the  statistics  indicating 
the  extent,  to  which  they  disappeai-,  and  the  extent  to 
which  they  remain  in  circulation*.  What  we  should 
hke  to  see  would  be  the  introduction  of  the  sovereign 
as  a  distinctively  Indian  coin.  When  I  speak  of  a 
distinctively  Indian  coin,  I  do  not  mean  a  com  with  an 
Indian  device,  but  a  coin  made  in  India  and  known  to 
4he  people  as  being  available  and  as  being  manufac- 
J-turable,  so  to  speak,  in  India.  We  look  upon  that  as 
a  definite  step  towards  the  education  of  the  people  to 
a  better  system  of  currency  than  they  have  at  present. 
.(..  9111.  Jf,  under  the  present  cixcumatajices,  a  man 
:ti8  driven  by  his  needs  or  desires  to  .produce  his,  hoards. 
"••  *  See  Keportk  of  the  Paper  Currency  Dept.  for  1910-1, 
1911-2,  and'  1912-3',  published  by  Government  Press,  Calcutta. 


has  he  any  difficulty  in  turning  them  into  sovereigns .' 
— On  terms,  no ;  but  he  very  often  has  to  pay  a  very 
great  deal  more  than  he  ought  to. 

9112.;  He  goes  to  a  middle  man,  who  charges  him  a 
very  high  commission  ? — Tes. 

9113.  Do  you  think  it  would  be  an  advantage  if 
the  Indian  Government  notified  that  it  was  ready  to 
receive  gold  bullion  at  the  mints  in  exchange,  not  for 
sovereigns,  but  for  rupees  or  notes  ? — I  am  afraid  I 
have  not  .  considered  that  question.  We  used  to 
receive  gold  bullion,  but  the  amount  produced  was  so 
small  that  we  cancelled  the  notification. 

9114.  It  occurred  to  me,  and  I  think  you  have  to  a 
certain  extent  supported  the  idea,  that  this  gold  is 
not  likely  to  come  out  of  the  hoards  in  large  quantities, 
except  under  pressure  of  famine  P^I  think  that  is  so.-- 

9115.  Famine,  however,  means  bad  trade,  bad  trade 
means  weak  exchange,  and  it  is  in  a  moment  of  weak 
exchange  that  the  Government  needs  the  gold  most 
for  the  support  of  exchange,  and  just  in  that  momeiit 
it  might  get  the  gold  from  these  hoards ;  would'  that 
be  facihtated  by  a  notification  that  the  Govei-nment 
was  ready  to  exchange  gold  bullion  for'  notes  ^^lld 
rupees  ? — Yes,  I  think  it  would.  Of  course,  the  opera- 
tion would  be  a.  somewhat  expensive  one,  because  ih 
order  to  obtain  any  advantage  from  the  bullioii  which 
would  come  to  us  in  this  way,  under  present'  conditioiiE. 
we  should  have  to  export  it  to  London'. 

9116.  It  might,  therefore,  be  necessary  to  fix  its 
price  in  the  first  place  in  reference  to  the  fihep;iess^  pi 
the  gold,  and,  in  the  second  place,  at  such  a  sum  as 
allowed  for  the  cost  of  the  Export  to  London-^that  is, 
the  freight  and  so  on  ? — Yes ;  in  other  words,'  We 
should  have  to  ass'ay  and  refine.  .      .'         o: 

9117.  You  would  have  to  assay,  not  refine  ?■ — No;; 
that  is  so — ^not  to  refine. 

9118.  Now,  in  the  circumstances  which  I  am 
contemplating,  would  not  London  be  the  place  where 
you  would  need  that  gold  ? — Quite  so. 

9119.  Do  you  think,  under  those  cirourn6tia.nces, 
there  would  be  any  advantage  in  perhaps  reverting  to 
the  cancelled  notification  of  the  Government  of  Inidiq.  ? 
— Yes,  I  should  see  no  objection  to  that.  ' 

9120.  I  gather  from  what  you  have  told  me,  that 
you  feel  that  it  is  desirable  to  inci'ease  the  gold  in 
circulation  in  India  ? — Yes ;  I  do  feel  that. 

9121.  What  moves  you  chiefly  thereto,  I  imder- 
stand,  is  the  feeling  that  a  very  much  larger  amount 
of  gold  in  circulation  in  India  would  be  a  real  support 
to  exchange  ? — I  think  it  would  in  time  be  a  support  to 
exchange,  but  the  motives  which  underlie  the  con- 
viction that  I  have  on  the  subject  are  somewhat 
diffiei-ent.  As  I  tried  to  put  it,  I  look  upon  the 
increased  circulation  of  gold,  the  greater  familiarity 
of  the  people  with  gold,  as  an  educative  measure.  I  do 
not  look  upon  it  as  an  end  in  itself.  I  think  that  gold 
will  be  the  line  through  which  we  will  in  India  arrive 
at  a  more  economical  form'  of  currency  by  a  more 
economical  treatment  of  the  people's  wealth  and 
resources. 

9122.  In  itself,  gold  is  not  an  economical  form  of 
currency,  is  it  ? — 1  qxute  admit  that. 

9123.  Is  it  your  view  that  by  popularising  gold 
coinage,  you  would  really  get  at  the  hoards  P^May  I 
put  it  this  way?  It  is  difficult  for  anyone  who  has 
not  actually  lived  among  the  people  of  Lidia  to  realise 
.the.  extraordinary  absence  of  all  forms  of  banking 
facilities,  of  aU  forms  of  systematic  and  economical 
credit,,  of  all  inducements  to  thrift  and  saving,  that 
there  is  in  the  country.  We  in  the  Westei'n  countries 
have,  I  think,  been  educated  very  much  by  the  banking 
system,  by  the  use  of  paper,  by  the  use  of  cheques,  and 
all  that,  to  a  gi-eater  appreciation  of  the  value  of 
money.  All  that  is  absent  in  India  at  the  present 
Hioment.  It  is  almost  incredible  the  extent  to  which 
it  is  absent.  You  see  it  present  to  a  certain  extent 
in  the  towns  among  the  educated  people  and  among 
the  rich,  but  among  99  per  cent,  of  the  people  there  is 
not  only  blank  ignorance  of  all  these  material  ten- 
dencies towards  moral  improvement,  but  a  certain 
amount  of  fear  i  of  them.  I  cannot  help  feeling  that 
we  can  only  get  rid  of  this  fear,  this.. timidity,  this 
ignorance,  by  teaching  the  people  better,  and  what  I 
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may  call  more  responsible,  forms  of  currency.  At  the 
present  moment  the  sovereign  hardly  fulfills  that 
object.  The  sovereign,  as  I  say,  is  a  thing  which  they 
know  very  little  about,  except  as  a  counter  which 
comes  in  to  be  melted.  If  they  had  the  sovereign  in 
larger  circulation,  if  it  were  a  domestic  utensil  so  to 
speak  with  them  much  niorc'!  than  it  is  at  present,  I 
feel  that  that  would  be  a  step  towards  better  banking, 
better  management  of  their  wealth,  and  greater 
t:conomy  in  every  way.  I  may,  perhaps,  give  yon  an 
example  of  what  I  mean,  although  it  is  a  very  small 
and  very  iinimpoi'tant  point.  From  time  to  time  in 
the  villages  I  have  been  asked  by  the  people  whether 
there  was  any  chance  of  the  sovereign  being  introduced 
by  the  Government.  They  do  not  realise  at  the 
present  moment  that  they  are  Government  stock. 
They  say,  and  the  women  of  the  family  in  particular 
say,  the  sovereign  is  a  much  better  thing  to  have  than 
rupees  ;  "  when  my  husband  goes  to  a  fair  with  a  few 
rupees  tied  up  in  his  waistband,  he  never  brings  any  of 
them  back,  but  if  he  goes  with  a  sovereign,  he  thinks 
twice  before  he  breaks  it."  That  is  a  small  and  trivial 
illustration  of  what  I  mean. 

9124.  Now,  speaking  of  it  merely  as  a  matter  of 
currency,  and  apai-t  fi-om  the  predilections  of  any 
particular  people  for  the  moment,  a  paper  cmTency, 
provided  it  is  a  sound  one,  is  a  more  economical  one 
than  a  gold  currency  ? — I  quite  agree  that  it  is  a  more 
economical  one,  but  please  may  I  add  that  I  could  not 
agree  that  it  is  a  more  suitable  one  at  the  present 
moment  for  India. 

9125.  That  is  quite  a  difPerent  question,  is  it  not  ? 
— Tes. 

9126.  The  expansion  of  the  note  currency  in  India 
has  been  very  remarkable,  has  it  not  ? — Very. 

9127.  That,  perhaps,  may  be  accounted  for  in  part 
by  the  increased  facilities  which  have  been  given  for 
the  encashment  of  notes  ? — Tes. 

9128.  I  think  it  must  also  be  taken  to  indicate  a 
growing  popularity  and  understanding  of  the  note  over 
large  portions  of  India  ? — I  think  it  does,  but  I  think 
it  implies  a  much  larger  confidence  in  the  note. 

9129.  Gold  is  preferred  in  certain  portions  of  India, 
but  1  think  over  comparatively  small  areas,  according 
to  the  evidence  we  have  received .'' — The  preference  for 

,  gold  fluctuates  very  considerably  ;  but  I  think  you  may 
take  it  as  a  much  more  general  proposition  that  the 
preference  for  notes  is  restricted  to  the  towns  and 
busy  centres.  The  difficulty  which  we  have  always 
felt  about  the  note  system  is  that,  do  what  we  can — • 
and  what  we  have  done  has  been  attended  with  con- 
siderable success^to  increase  the  note  circulation,  we 
are  still  only  en  rapport  with  the  commercial  classes. 
We  do  not,  and  cannot  in  the  present  circumstances, 
expect  notes  to  get  down  amongst  the  agricultural 
classes,  the  artisans,  the  vUlagers  and  all  the  rest  of 
them.  There  are,  for  instance,  the  dangers  attaching 
to  paper  money.  Living  as  they  do,  the  large  mass  of 
these  people,  in  poor  homes,  with  constant  risk  of 
floods,  fires  and  destructive  insects,  it  is  impossible 
that  they  will  take  the  risk  of  keeping  their  little 
stocks  in  notes.  There  is  also  a  great  danger  among 
the  niiterate  populace  of  their  being  taken  in  by 
forgeries.  The  note  forgeries  are  extraordinarily 
clever  and  abundant,  and  every  outbreak  of  forgei-y 
shakes  the  confidence  of  the  villagers  still  more  in  the 
paper  circulation.  That  is  really  at  the  back  of  my 
mind  when  I  am  ti-ying  to  impress  upon  the  Commis- 
sion the  great  value  of  the  sovereign  as  an  educative 
instrument.  It  is  not  likely  to  be  washed  away,  it 
does  not  get  burnt,  it  does  not  get  eaten  by  white  ants, 
and  it  is  not  so  easily  forged.  A  villager  will  always 
tell  the  difEerence  between  a  good  coin  and  a  bad  one, 
but  he  cannot  tell  the  difference  between  a  good  note 
and  a  bad  one.  But  the  two  processes  must  go  on, 
the  note  circulation  steadily  expanding  among  the 
commercial  population,  and  the  sovereign  going  in  this 
way  among  the  villagers,  who,  after  all,  form  the  great 
mass  of  the  people. 

9130.  I  think  I  understand  your  view,  which  is 
rather  a  different  one,  I   should  a^d,  from  that  which 

^  has  been  put  to  us  by  other  witnesses ;  but  it  is  a  very 
interesting  one.     Now  that  I  do  understand  it,  I  want 


to  come  back  to  the  question  of  the  gold  mint.  I  see 
now  your  reason  for  desiring  to  popularise  the 
sovereign — that  it  would  bring  home  to  the  people  of 
India  in  a  way  that  is  not  brought  home  to  them  now, 
that  it  is  an  actual  coin  of  the  Government  of  India. 
That  cori'ectly  states  your  view,  does  it  ? — Tes. 

9131.  Accepting  all  that  you  have  said  for  the 
purposes  of  my  further  question,  may  I  ask  you  this : 
assume  that  the  Government  of  India  took  your  view 
and  acted  upon  it,  would  you  feel  it  incumbent  upon 
you,  in  pursuit  of  that  view,  to  press  the  circulation  of 
the  sovereign  in  preference  to  other  forms  of  currency, 
or  would  you  merely  think  it  desirable  to  afford  the 
people  every  facility  for  getting  sovereigns  if  they 
wanted  them  and  for  turning  their  bullion  into 
sovereigns  ? — 1  should  have  absolutely  free  trade  in  . 
that.  If  they  wished  for  sovereigns  they  should  have 
them,  but  I  should  do  nothing  in  the  way  of  forcing 
sovereigns  upon  them. 

9132.  I  rather  gather  from  what  you  have  said  that 
you  youi-self  would  not  be  disposed  to  make  any  special 
effoi-t  to  increase  the  circulation  of  the  notes  in  pre- 
ference to  the  circulation  of  gold  ? — Preferentially,  so 
to  speak  ? 

9133.  Tes.  For  instance,  one  thing  that  might  be 
done  would  be  to  instruct  your  officers,  where  no  special 
form  of  cuiTency  was  asked  for,  always  to  tender  notes ; 
but  that,  if  gold  was  demanded,  they  were  to  give  gold  ? 
— I  do  not  think  I  should  press  them  to  express  to  the 
customers  any  indication  of  their  own  preference  in 
the  matter. 

9134.  Tou  attach  a  great  importance  to  the  gold 
standard  reserve  ? — I  do. 

9135.  To  its  maintenance  and  to  its  growth? — 
Tes. 

9136.  That  growth  is  dependent  on  the  token 
coinage,  is  it  not,  under  present  conditions  ? — Tes,  in 
the  sense  that  the  further  expansion  of  the  mpee,  the 
profits  on  the  coinage  of  which  go  into  the  gold 
standard  resei-ve,  thereby  increases  it. 

9137.  And,  except  in  so  far  as  there  is  interest  from 
the  securities,  that  is  the  only  source  of  addition  to 
the  gold  standard  reserve  ? — That  is  at  present  the 
only  source. 

9138.  Under  those  circumstances,  do  you  think  that 
any  loss  of  your  power  to  maintain  the  stability  of 
exchange  by  checking  the  gi-owth  of  the  gold  standard 
reserve  would  be  compensated  by  an  increased  hold- 
ing of  gold  by  the  people  ?  I  am  now  putting 
the  question  not  from  the  point  of  view  of  the  cur- 
rency, but  from  the  point  of  view  of  the  maintenance 
of  the  par  value  of  the  mpee  for  exchange  purposes. 
The  gold  standard  reserve  is  built  up  by  the  profits  of 
the  rupee  coinage,  but  if  the  circulation  of  gold  rather 
largely  increases  that  may  be  at  the  expense  of  notes 
or  rupees  or  both,  or  at  the  expense  of  the  growth  of 
this  reserve  ? — At  the  expense  of  the  growth. 

9139.  If  it  causes  a  reduction  in  the  growth  of  the 
number  of  rupees  it  checks  the  growth  of  the  gold 
standard  reserve  ? — Tes. 

9140.  Would  that  loss  in  the  gold  standard 
reserve,  in  your  opinion,  be  compensated  by  the  stability 
given  by  the  increased  gold  in  circulation  ? — Tou  have 
put  a  rather  extreme  case  to  me,  and  I  find  some 
difficulty  in  answering,  because  I  very  much  doubt 
whether,  whatever  encouragement  we  might  give  to  gold 
or  to  notes,  or  to  both,  we  should  stiU  reach  the  Umit 
of  our  rupee  cun-ency.  I  think  that  even  if  the  people 
take  much  more  than  they  have  been  doing,  or  much 
more  than  we  expect  in  the  near  future  of  those 
other  forms  of  currency,  India  is  still  far  from  being 
saturated  with  rupees. 

9141.  I  put  to  you  another  question,  but  following 
the  same  line  of  thought.  Which  is  most  useful  to 
you  for  the  maintenance  of  exchange  in  a  crisis — a 
million  sovei-eigns  in  the  gold  standard  reserve  in 
London,  or  a  million  sovereigns  in  circulation  in  India  ? 
— The  former,  undoubtedly. 

9142.  If  you  were  dealing  with  the  problem  of 
currency  merely  as  an  adjunct  of  the  problem  of 
exchange,  you  would  encourage  the  circulation  of  rupees 

and  notes  rather  than  the  circulation  of  gold  ? From 

the  point  of  view  of  economy  of  currency  ? 
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9143.  Yes,  and^^from  the  point  of  view  of  building 
up  the  gold  standard  reserve  ? — Yes,  quite  so. 

9144.  Your  reason  for  desiring  the  increased  circu- 
lation of  gold  is  one  you  have  already  given  to  me,  that 
it  has  au  educational  effect  upon  the  people  F — Very 
largely,  yes. 

9145.  And  you  hope  that  it  would  gradually  lead 
to  a  change  in  their  habits  in  the  matter  of  hoarding  ? 
— Quite  so.  It  still  in  the  end  means  a  very  great 
increase  of  true  currency. 

9146.  Now  I  come  to  a  very  big  question,  and  I 
propose  to  deal  with  it  very  shortly  ;  it  is  the  question 
of  a  State  or  central  bank.  Have  the  Grovemment  of 
India  formed  definite  views  of  their  own  on  that 
question,  one  way  or  the  other,  which  they  desire  you  to 
lay  before  us  ? — During  the  whole  of  the  six  years  that 
I  was  working  with  the  Government  of  India  this 
question  never  came  under  their  consideration  at  all, 
and  I  think  their  attitude  during  that  period  might 
be  perfectly  fairly  described  as  regarding  the  problem 
as  for  the  time  being  outside  practical  politics.  Of 
course,  the  Commission  is  familiar  with  the  older 
story  of  the  1900  discussion,*  and  the  capital  resume 
which  Mr.  Brunyate  published  of  the  previous  disous- 
sions.t  and  also  of  the  oonsiderationsj  which  led  Sir 
Edward  Law  to  advise  the  Government  of  India  to 
drop  it.  I  need  not  go  into  all  that ;  it  is  all  past 
history.  In  recent  years  the  Government  have  never 
really  considered  the  matter  at  all,  and  I  may  say  that 
I  do  not  think  they  had  any  warning  of  the  im^portance 
which  this  Commission  attached  to  the  subject.  It  is 
only  within  the  last  few  days,  I  may  almost  say,  that  I 
have  received  privately  from  Sir  William  Meyer  a 
note,  compiled  by  him  after  he  had  seen  the  memo- 
randum§  which  Mr.  Abrahams  laid  before  you.  That 
note,  he  was  very  careful  to  tell  nie,  expressed  otily  his 
personal  views,  and  it  has  never  yet  been  before  the 
Viceroy  or  his  Council.  I  feel  sure  that  before  the 
Government  of  India  would  express  any  opinion,  either 
through  me  or  otherwise,  they  would  ask  for  an  oppor- 
tunity of  the  fullest  consultation  with  commercial 
opinion  in  India,  and  they  would  also  like  to  realise 
what  action  the  Secretary  of  State  would  be  prepared 
to  take  in  relation  to  anything  in  the  nature  of  a  State 
or  central  bank  if  the  proposal  commended  itself  to 
him.  I  can  give  you  an  epitome  of  Sir  William  Meyer's 
views ;  he  authorised  me,  if  I  was  desired,  to  do  so. 

9147.  I  think  the  Commission  would  certainly  be 
glad  to  have  his  views  ? — It  being  understood,  of  course, 
that  they  are  personal  to  him  ? 

9148.  Yes  ? — Sir  William  Meyer's  note,  which  I 
have  not  had  the  opportunity  of  discussing  with  him 
personally,  proceeds,  it  seems  to  me,  on  one  interpre- 
tation, which,  for  all  I  know,  may  be  a  somewhat 
limited  interpretation,  of  the  thesis.  In  your  first 
question  on  the  subject  you  referred  to  a  State  or 
central  bank.  That  opens  a  somewhat  wide  field, 
and  it  may  cover  very  different  types  of  institutions. 
Sir  William  Meyer  was  thinking  about  what  we  used  to 
think  about  in  olden  days — an  amalgamation  of  the 
three  Presidency  banks,  which  probably  would  be 
more  properly  described  as  a  central  than  as  a  State 
bank.  He,  in  hif-  note,  proceeds  to  examine  the 
difficulties  which  he  foresees,  which  may  be  briefly 
summarised  under,  I  think,  four  heads.  The  first 
is  the  difficulty  of  interprovincial  jealousies  and  bank- 
ing rivalries,  which,  of  course,  is  perfectly  familiar 
to  the  Commission.  The  second  is  the  difficulty  of 
maintaining  the  dividends  of  the  existing  shareholders 
of  the  three  banks.  The  third  is  the  danger  of  a 
sharp  conflict  of  views  between  India  and  London  on 
the  assumption  that  the  amalgamated  bank  has  a 
London  house,  and  the  feeling  that  this  conflict 
may  drag  in  the  Secretary  of  State  and  the  Govern- 
ment of  India,  as  well  as  the  actual  officials  of  the 
bank.  The  fourth  is  the  very  great  difficulty  of 
obtaining  a  competent  body  of  dii-eotors  who  would 
possess  an  AU-India  experience  and  who  would  possess 
sufficient  leisure  to  undertake  the  management  of  a 
greatly  diffused  institution  of  this  sort.     Sir  WiUiam 

*  See  Appendix  XV..  page  .8.55,  Cd.  7071. 
t  See  Chapter  VIII.  of  "  An  Accuunt  of  the  Presidency 
Kanks  "  published  bv  the  Government  Press,  Calcutta,  1900, 
1  ".Vri/AppeMilix  XV.,  pp.  42'<-38,  Cd.  7071. 
I  Sue  Appendix  XIV.,  page  339,  Cd.  7071. 


Meyer  went  on  to  say  if — and  it  is  a  large  "  if  " — you 
overcame  all  these  difficulties,  then  he  would  welcome 
the  bank  for  various  reasons.  One  reason  is,  that  it 
would  go  far  to  mitigate  what  I  may  call  the  political 
objections  to  the  method  in  which  the  whole  banking 
of  the  Indian  Government  is  managed  by  a  close 
bureauci-atic  corporation,  and  it  would  also,  at  the 
same  time,  meet  the  commercial  sentiment  of  what  is 
right  and  fitting.  Another  advantage  in  the  bank 
is  that  it  would  relieve  the  officers  of  Government, 
who  very  often  have  neither  the  training  nor  experi- 
ence necessary  for  this  sort  of  work,  of  obligations 
and  responsibilities  for  which  they  themselves  must 
recognise  that  they  are  not  fully  equipped.  The  third 
is  the  possibility,  again  assuming  a  London  house,  that 
by  borrowing  in  London  this  amalgamated  bank  would 
give  a  larger  supply  of  loan  capital  to  India.  Finally, 
I  think  he  felt  that  a  bank  established  on  this  much 
broader  basis,  especially  if  it  was  entrusted  with  a 
larger  measure  of  Government  funds,  could  very  well 
be  required  to  develop  banking  facilities  in  India 
generally.  He  then  went  on  to  explain  what  he  would 
hand  over  to  the  bank.  He  would  hand  over  the 
greater  part  of  the  Treasury  balances — when  I  say  the 
greater  part  I  have  no  doubt  he  had  in  view  the  large 
amount  of  money  which  would  still  be  necessary  to 
work  the  district  treasuries,  as  1  attempted  to  describe, 
in  areas  where  there  would  be  no  branches  of  the 
bank,  for  of  course  we  cannot  expect  the  Bank  to  open 
many  hundred  branches  straight  away.  Then  he 
would  hand  over  the  paper  cui-renoy  reserve  and 
pi-actically  the  control  of  the  note  circulation.  He 
would  not  entrust  them  with  the  gold  standard 
resei-ve,  although  he  would  be  prepared  to  invite 
their  advice  and  assistance  in  the  management  of  it.  He 
would  expect  them  to  do  the  buying  of  silver  and  the 
initiation  of  coinage  when  it  seemed  to  them  that  fresh 
coinage  was  necessary.  He  would  also  contemplate 
their  undertaking  exchange  and  banking  work  in 
London,  which  of  course  underlies  a  great  deal  of  what 
I  have  already  tried  to  explain  is  his  view. 

9149.  Is  the  exchange  and  banking  business  in 
London  not  merely  to  extend  to  the  Indian.  Govern- 
ment's requirements,  but  to  be  generally  on  account  of 
the  public? — I  think  so,  but  I  am  not  sure  that  I 
should  be  correct  in  making  a  definite  statement  of 
his  views  on  that  point.  I  need  hardly  point  out 
that  this  is  a  very  different  proposition  from  such 
a  constitution  as  might  be  drafted  for  a  State  bank 
proper. 

9150.  But  it  does  raise  the  one  question  that  I  want 
to  put  to  you  on  this  subject — I  daresay  some  of  my 
colleagues  will  desire  to  put  others.  The  only  question 
I  reaUy  want  to  put  to  you  on  the  statement  you  have 
made  on  this  subject  is  this :  assuming  a  baiLk  of  the 
character  which  you  have  described,  with  substantially 
the  powers  and  responsibilities  which  you  have 
described,  could  the  Indian  Government  enti-ust  so 
much  to  them  without  being  represented  on  its  board  .' 
— I  think  not.  I  think  it  would  require  a  strong 
representation. 

9151.  One  of  the  great  advantages  of  such  a  bank 
in  the  eyes  of  some  of  the  advocates  of  it  who  have 
come  before  us,  has  been  the  relief  it  would  bring  to 
the  Indian  Government  from  financial  responsibilities. 
If  the  Indian  Government  were  strongly  represented, 
as  you  suggest,  on  the  board,  do  you  think  that  they 
could  divest  themselves  of  responsibility  for  the  bank's 
proceedings  ? — I  do  not  at  all  think  so.  I  think  the 
responsibUity  would  be  almost  as  great,  only  it  Avould 
be  worked  through  a  different  channel. 

9152.  Do  you  think,  if  anything  went  wrong  and 
thi'ough  unfortunate  management  the  bank  failed,  that 
it  would  be  regarded  in  India  as  the  failure  of  a  private 
institution  or  as  the  failure  of  the  Government  ? — I 
think  it  would  be  a  public  calamity,  and  the  Govern- 
ment would  have  to  intervene  with  its  whole  resources. 

9153.  Perhaps  the  Government  would  have  to  bear, 
justly  or  unjustly,  a  large  share  of  the  blame  ? — Yes, 
quite  possibly. 

9154.  When  you,  in  your  answers,  speak  of  the 
Government  of  India  being  responsible,  am  I  right  in 
thinking  that  that  implies,  under  the  constitution  of 
the  Indian  Empire,  that  in  the  last  resort  the  Secre- 
tary of  State  in  Council  is  responsible  ? — ^Undoubtedly 
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9155.  In  finance  in  particular  his  authority  is  very 
direct  and  paramount  ? — Tes. 

9156.  So  that  in  the  last  resort  the  affairs  of  this 
bank  might  be  very  naturally  the  subject  of  discussion 
in  our  Parliament  here  ? — I  should  think  that  ex- 
tremely probable. 

9157.  That  being  the  authority  which  in  the  last 
resort  controls  th^ '  Secretary  of  State  in  Council  ? — 
Tes.  ■■   '    •  '" 

9158.  (Lord  Faber.)  With  regard  to  the  large 
balances  which  you  have  had  in  London  for  two  or 
three  yeS-rs  past,  th^y  have  not  been  unprofitable,  have 
they  .' — No. 

9159.  For  .one  thing  you  have  been  able  to  lend  the 
money  out  at  very  high  rates,  lately,  at  any'  rate,  and 
over  the  whole  of  the  last  three  years  ait  rates  which 
we  have  not  seen  before  in  England ;  and,  secondly, 
instead  of  raising  loans  hei-e,  as  you  geinerally  do,  you 
have  taken  money  out  of  these  balances  whenever  you 
wanted  it  ? — ^Qui*®  ^6. 

9160.  So  that  in  both  ways  you  have  made  good 
use  of  a  great  part  of  youi-  balances  ? — We  regard  £he 
use  of  the  balances  for  the  reduction  of  loans,  as  essen- 
tially proper  and  justifiable. 

.  9161.  If  you  had  come  for  a  new  loan,  for  instance, 
last  Tebruary,  you  would  have  had  to  pay  nearly 
4  per  cent,  but  now  you  are  using  your  own  balances. 
Do  I  understand  rightly,  from  what  some  of  our 
witnesses  have  told  us,  that  part  of  these  big  balances 
has  arisen  because  railway  construction  did  not  go  on 
as  fast  as  you  expected,  and  you  could  not  get  delivery 
of  the  necessary  material  ? — The  failure  of  the  railways 
to  push  their  construction  programme  to  the  extent  to 
which  they  had  estimated  is  undoubtedly  one  of  the 
large  factors  in  these  high  balances.  The  failure  of 
deliveries  is.  undoubtedly  an  ingredient  in  these  lapses, 
but  I  shonld  not  like  to  put  it  as  the  most  important. 

9162.  Have  you  ever  thought  of  having  a  fixed 
committee  in  India  to  deal  with  railway  questions 
solely  and  wholly,  and  to  make  a  yearly  programme 
for  the  building  of  new  railways,  which  are  so  very 
important  in  India  and  which  pay  so  very  well  ? — We 
have  both  those.''  We  have  a  railway  board,  which 
ought  to,  and  which  does,  consider  the  whole  finance 
of  railways,  .and  we  have  not  only  an  annual  pro- 
gramme, but  we  have  what  is  known  as  a  triennial 
programme  of  capital  expenditure  on  railways.  I  quite 
agree  with  what  is  probably-underlying  yoiu-  question 
— that  the  system  is  capable  of  improvement. 

9163.  It  is  so  obvious  Hmt  it  is  a  very  .^profitable 
source  of  revenue  to  India.  Ton  can  borrow,  even 
to-day  for  instance,  at  4  per  cent,  here,  and  perhaps  in 
a  year  or  two  considelrably  cheaper^  and  you, will  be 
able  to  employ  that  money  to  a  gi-eat  deal  more 
advantage  if  the  railways  continue  to  make  the  pro- 
gress which  they  are  making  at  present  in  the  way  of 
dividends  ? — Of  com-se  it  is  arguable  that  the  law  of 
diminishing  returns  will  set  in  in  time,  even  in  railways, 
but  at  the  present  moment  1  entirely  agree  that  we 
could  advantageously  utilise  more  capital  on  the 
railways,  although,  what  is  even  mor'e  important  than 
that,  is  the  desirability  of  having  our  capital  more 
constant  andvmore  and  better  foreseen. 

3164.  That  is  what  was  in  my  mind — rthat  you 
should  apportion  so  much  year,  by  year,  and  that  it 
should  goon  always  as  a  matter  of  course  unless  some-, 
thing  entirely  unforeseen  arises,  such  as  a  famine  Fr— 
That  opens  up  a  very  wide  question  which  has  never 
been  ovitiof  the  minds  of  the  Government  of  India,,  and 
in  regard  to  which  a  good  many  of  us  have  hopes  that 
the  Government  of  India  wiU  depart  from  the  attitude 
that  it  has  taken  up  in  regard  to  conditioning  the  rail- 
way programme  strictly  by  the  fiijanceof  the  particular 
year.  It  is  not  a,t  all  inconceivable  that  we  may  have, 
something  in  .the  natune  of  an  equalisation  fimd,  if 
I  may  so  put  it,  by  Which  the,amOiiJint  Eivailablej  for 
railways  will- never  in  any  ordinaiy  conceivable  circum- 
stances fall  short,  of  a  definite  miifimmn. ., 

9165.  With  regard  to  the  change  of  the  date  of 
the  Budgtet,  you  interested  us  very  much  by  putting 
forward  an  argument  we  had  not  had  placed  before  us  : 
that  was  with,  regard  to  the  district  officer  who  actually 
gathers  in  the  land-tax,  and  who,  therefore,  as  you 


very  justly  say,  is  one  of  the  most  important  officers 
connected  with  the  Budget.  As  I  understand  it,  this 
officer  now  starts  his  Budget  for  the  year  in  October  ? 
— Even  earlier  ;  I  think  he  starts  in  September. 

-  9166.  I  am  taking  October  because  the  date  that 
we  had  in  om-  minds  was  that  the  Budget  year  should 
begin  in  October.  Practically  the  most  important 
officer  does  begin  in  October  now  when  the  Budget 
comes  out  on  the  1st  March  ? — Tes. 

9167.  And  you  would  rather  have  it  like  that  than 
alter '  the  officer's  business  to  the  Ist  March  and  the 
budget  to  the  1st  October  ? — Tes. 

9168.  One  question  about  banks  and  loans  to 
banks.  The  Government  have  signified  a  desire  to 
help  the  banks  in  India  by  making  loans  to  them  ;  1 
suppose  they  are  loans  with  security .°— Tes,"  they 
would  be  loans  on  defined  security. 

9169.  What  secmity  can  the  banks  give .''  Is  there 
a  large  supply  of  securities  held  by  banks  there  which 
they  can  put  up  with ,  the  Government  ? — The  Presi- 
dency banks— and  I  think  the  proposal  is  to  lend  to 
them  alone — generally  hold  a  very  considerable  reserve 
of  Grovemment  paper. 

9170.  What  we  should  call  gilt-edged  stock  ? — Tes; 

9171.  I  think  you  said  that  the  more  gold  you- 
had  in  India  the  more  useful  it  would  be  in  times  of 
crisis.  Is  that  yotir  view  ? — I  would  not  put  it  in  that 
quantitative  way.  What  I  feel  is  that  a  large  gold 
circulation,  and  a  genuine  gold  circulation,  and  a  rapid 
gold  circulation,  so  to  speak,  will  ultimately  be  heljrful 

.  in  times  of  crisis. 

9172.  I  -will  put  a  question  on  another  veiy  interest- 
ing subject,  which  perhaps  you  will  be  able  to  answer : 
do  you  think  that  the  importing  of  gold  in  the  shape 
of  bars  leads  to  the  hoarding  of  gold  more  than  it 
would  if  sovei-eigns  were  imported  into  India,  instead 
of  gold  bars ;  in  other  words,  do  you  think  gold  bars 
create  hoarding  more  than  sovereigns  do  ? — ^I  am  afraid 
1  am  hardly  able  to  answer  the  question,  as  I  have  not 
given  it  much  consideration.  The  trouble  is  that 
sovereigns  are  so  immediately  converted  into  gold  bars 
that  the  two  things  are  almost  indistinguishable. 

9173.  On  the  other  hand,  I  suppose  a  man  would 
get  rid  of  a  sovereign  more  easily  in  India  than  he 
would  get  rid  of  a  gold  bar? — ^Tes,  he  would  always 
get  a  defined  price  for  it. 

9174.  With  regard  to  a  central  bank  or  a  Govern- 
ment bank,  we  will  take  the  Government  bank,  if  you 
please.  Do  you  think  it  advisable  or  necessary  for 
such  a  bank  to  have  any  shareholders  except  the 
GT3v«mment  P  Do  you  think  that  the  interests  of  the 
shareholders  conflict  with  the  nation's  interests  when 
dealt  with  by  the  same  hand  ? — I  think  in  theory  one 
would  be  very  glad  to  dispense  with  the  shareholders, 
but  the  dificulty  in  India  would  be  the  absorption  of 
the  three  Presidtenoy  banks. 

9176.  I  have  that  in  mind,  but  that  does  not  affect 
the  argument.  Would  you  take  in  shareholdei-s 
because  you  do  not  want  to  act  harshly  towards  the 
Presidency  banks  ? — Quite  so. 

9176.  If  you  came  to  an  India  where  there  were  no 
banks,  would  you,  in  starting  a  central  bank,  have 
shareholders  or  not  ?— I  think  not,  if  I  had  a  tabida 
rasa,  so  to  spSak. 

9177.  Is  it  because  you  think,  and  rightly  so,  that 
some  attention  should  be  paid  to  the  claims  of  the 
Presidency  banks  for  very  good  work  done  in  the  past, 
and  not  because  of  the  merits  of  the  new  bank  in 
question  ?— I  feel  that  there  is  no  room  for  a  new  State 
bank  superimposed  on  the  Presidency  banks.  I  think 
that  even  a  State  bank  would  have  to  consider  the 
absorption  of  the  Presidency  banks.  That  being  so, 
we  should  have  a  large  body  of  shareholders  in  India 
and  m  Europe  who  have  been  accustomed  to  very 
substantial  dividends  in  the  past,  and  I  think  it  would 
be  extremely  hard  to  throw  their  money  back  at  them. 

9178.  Would  it  be  bettei-,  perhaps,  to  buy  out  the 
shareholders  at  the  price  of  the  day?  What  I  am 
trying  to  get  at  is  your  opinion  as  to  which  is  the  best 
bank  for  the  future  of  the  country— one  with  share- 
holders or  one  without  ?  This  is  a  new  point,  and 
I  have  not  heai-d  it  argued  before,  but  evidently  it 
IS   arguable ;  I    have- in   mind  the  Bank  of  England 
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here  ? — I  shoiild  like  to.  have  a  little'  more  time  tb  thiak 
the  subjeo^  over  before  answering  you  on  that  impor- 
tant ppint. 

9179.  (.Sir  Ernest  Gable.)  You  said  that  from  time 
to  time  the  Government  had  been  considering  various 
fprms  of  loans  in  order  to  raise  more  money  and 
increase  the  amount  of  capital  available  for  railway 
and  other  productive  works:  were  you  alluding  then 
to  the  proposal  to  issue  4  per  cent,  railway  bonds  ? — I 
had  those  in  mind. 

9180.  I  think  you  said  it  was  found  to  be  an  im- 
practicable suggestion  ? — What  I  had  in  mind  was  that 
the  proposal  for  4  per  cent,  bonds;  or  for  what  has  also 
been  suggested,  a  3^  per  cent,  security,  with  a  division 
of  profits  above  a  certain  limit,  has  been  felt  to  be  in 
some  ways  desirable,  but  otherwise  likely  to  interfere 
with  other  borrowers.  The  main  reason,  I  think.  Why 
the  Government  of  India  have  never  committed  them- 
selves as  a  body  to  another  form  of  borrowing,  apart 
from  the  possibility  of  that  form  being  a  more  expensive 
one  than  the  present,  is  that  it  would  immediately  bring 
them  into  conflict  with  the  local  bodies,  the  port  trusts 
and  the  like,,  who  at  present  have  a  definite  4  per  cent, 
market  of  their  own..  We  have  always  felt  that  it 
would  be  very  unfair  for  the  Govei-nment,  with  its 
greater  security,  greater  prestige  and  all  that,  to  come 
intq  the  market  with  something  which  would  be  prac- 
tiog,ily  parallel,  as  far  ag.  pM>fits  and  ,terms  go,  to  the 
propositions  which  these  bodies  have  to  put  upon  the 
market. 

9181.  I  see  yoiu-  point,  but  of  course  the,  great 
trouble -is  that  the  Government  of  India  constantly 
need  more  funds  which  they  could  employ  with  great 
advantage  to  the  country.  The  problem  has  become  a 
commercial  proposition  which ,  ought  to '  be  tackled  by 
the.  Government  ?^-I;  quite' agree. 

9182.  Has  it  occurred  to  the  Government  to  improve 
the  market  for  Government  paper  by  issuing  terminable 
loans? — ^I  do  not  think  that  has  been  considered.  I 
saw  that  it  was  referred  to  in  the  evidence,  but  I  do 
not  think  the  Government  of  India  have  ever  taken  up 
that  question. 

9183.  That  is-  a  suggestion  which  it  is  thought 
might  veiyliisely  popularise  the  Government  loans  and 
lead  to  larger  sums  being  brought  out ;  do  yon  think 
tti^it  would  ibe  so?— As  you  know,  the  Govei-nment  of 
India  has  not  been  at  all  remiss  in  trying  to  get  ideas 
for  increasing  the  popularity  of  their  rupee  loan 
system.  Up  to  the  present,  it  has  devoted  itself  veiT- 
largely  to  making  .the  present  paper  more  marketable, 
more  convertible,  if  I  may  say  so.  As  you  know  very 
well,  the  difficidties  ia  the  way  of  the  treatrtent  of  our 
paper  at  the  public  debt  oflSces  have  in  the  past  been 
very  considerable,  but  we  are  steadily  disposiag  of 
those.  Proposals,,  for  instance,  have  been  made  for 
having  debenture  bonds  payable  to  bearer,  instead  of 
the  .present  promissory  note  system.  An  infinite, 
variety  of  proposals  .has  been  made ;  but,  as  I  say,  a 
big  thittg  like  the  suggestion  for  a  second  defined  type 
of  Government  securities  has  always  been  looked^  at 
with  a  certain  amount  of  shyness,  because  it  was  felt 
that  we  should  thereby  come  into  competition  with 
other  bodies,  whom  we  have  always  endeavoured  to 
give  their  fair  share  in  the  market..-   ^      

9184.  Tou  mentioned  just  now,  butit  was  not  known 
to  me,  that  there  is  already  a  triennial  programme  for 
railways  ?— That  is  so.  Perhaps  I  might  explam  what 
I  mean  by  a  triennial  programme.  Some  years  atter 
Mr.  Robertson's  enquiry,*' the  difiiculties  which  are 
present,  I  take  it,  in  .the  minds  of  the  Commission  m 
regard  to  the  uncei-tajnty  of  the  provision'  of  railway 
capital,  were  atteippted  to  be  met  under  the  Secretary 
ofState's  instmotionsby  the  provision  for  a  detimte 
programme,  both  of  works  and  of  the  financing  of  those 
works,  for  the  whole  of  the  railways  of  the^country, 
and  also,  I  think  I  am  right  in  saying,  for  the  irriga- 
tion works  of  the  country.  This  progi-amme  was 
liable  in  practice  to  constant  variation,  and  tne 
Secretary  I  of.  State  ultimately,  ..especially,  in  the  last 
few  years  of  Lord  Moriey's  regime,  -was  cOTstantly 
warning  us  against  attaching  too  mnch  importance  to 
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it.  I  remember  one  case.  Oi  the  strength  of  a 
triennial  programme  which  Lord  Morley  had  sanctioned, 
certain  orders  in  advance  were  placed  for  rolling 
material,  and  Lord. Morley  took  the  strongest  objec- 
tion to  this.  He  s!(,id  the  programme  was  not  ii 
sanctioned  scheme  of  eitpeuditure,  but  simply  an 
administrative  indication  '>f  what  we  proposed  to  do. 
The  result  has  been  that  we  have  been  gradually  driven 
back  to  what  is,  in  reality,  an  annual  programme.  We 
still,  I  think — Mr.  Gillan  will  correct  me  if  I  am 
wrong— go  through  the  form  of  preparing  three  years' 
statistics  in  advance,  but  they  are  frequently  valueless, 
and  the  only  important  thing  is  the  programme  for  the 
next  year.  What  I  should  like  to  see,  and  what  many 
of  us  would  like  to  see,  would  be  a  genuine  triennial 
programme,  to  which  the  Government  would  commit 
itself  froin  its  present  resources,  or,  if  necessary, 
supplementing  these  resources  by  further  borrowing, 
and  which  would  prescribe  a  definite  amount  for 
railway  capital  expenditure  three  years  ahead. 

9185.  Is  this  a  personal  view  of  yours  ? — I  am  not 
saying  this  merely  as  a  personal  view ;  it  is  strongly  held 
by  most  of  us  who  believe  in  Indian  railway  eirtension. 

9186.  {Chairman.)  Has  it  ever  been  urged  by  the 
advocates  of  that  proposal  in  India  that  it  might  enable 
them  to  make  their  contracts  on  much  more  advan- 
tageous terms  ? — Quite  so,  to  place  advance  orders  on 
better  terms. 

9187.  Foreknowledge  is  as  important  to  the  con- 
tractor here  as  it  is  to  the  community  in  India? — 
"Yes  ;  I  think  that  has  been  very  strongly  felt. 

9188.  {Sir  Ernest  Gable ^  Tou  mentioned  to  us  the 
case  of  a  ryot  who  would  spend  the  few  rupees  in 
his  Waistband  when  he  went  to  the  bazaar,  but  if  it 
had  been  a  sovereign  he  would  not  break  it ;  that  was 
not,  I  imagine,  a  Bengali  ryot  ? — No,  it  was  up-country. 

9189.  If  this  was  generally  the  case,  I  should  like 
to  point  out  that  the  result  was  to  hoard  the  sovereign, 
not  to  spend  it  ? — If  you  mean  by  hoarding,  reserving 
it  against  a  greater  necessity,  I  agree. 

9190.  I  was  interested  in  hearing  what  you  said 
about  the  great  bulk  of  the  Government  currency 
notes  not  being  held  by  the  people  at  large.  Is  that  so  ? 
Is  there  any  return  available  ;showing  what  proportion 
is  held  throughout  the  country  amongst  the  villagers  ? 
That  information  has  never  been  obtained,  I  think  ? — 
I  am  afraid  not,  and  I  think  it  would  be  almost  im- 
possible to  get  it.  The  people  would  immediately 
think  you  were  going  to  increase  their  income-tax. 

9191.  I  shoidd  have  thought  5-rnpee  notes  would 
be.  largely  held  amongst  the  villagers  ?t-I  fancy_  there 
is  a  certain  number  of  them  so  held;  but  I  think  it 
must  be  comparatively  small. 

9192.  With  regard  to  a  State  bank  and  to  your 
answer  to  the  chairman  to  the  effect  that  if  there  was 
a  calamity  the  Government  would  have  to  come  to  the 
rescue  of  the  central  bank,  would  not  the.  Government 
have  to  help  the  Presidency  Banks  under  present 
conditions  ?  If  the  Bank  of  Bengal,  for  instance,  were 
to  get  into  difa,<julties  the  Goyernment  .would  be 
practipally  bound  to  .come  to  the  aasistanoe  of  the 
bank,  .would  it  not  ? — I  could  not  at  all  speak  for  the 
Government  of  India  in  that  matter. 

9193.  Partly,  .as  a  matter  of  commercial  e^ediency,; 
and  partly  in  the  interests  of  the  Government  as  well  as 
of  .the  people,  do  you  not  think  the  Government  would 
be  morally  bound  to  come  to  the  rescue  ? — If  I  might 
refer  to  experience — an.  experience  of  which  you  have 
a  larger  share  than'  I  have— the  Government  has 
never°hesitated  to  help  the  Bank  of  Bengal  when  it 
requested  special  assistance  in  times  of  special  crisis, 
and  one  may  deduce  probably  wider  considerations 
from  that  fact. 

.  9194.  {Mr.  Keynes.)  With  reference  to  the  high 
balances,  I  understood  you  to  put  them  down  partly 
to  accidents  and  partly  to  a  proper  desire  to  be  in  a 
very  strong  position  in  the  future.  That  second  cause 
I  put  on  one  side ;  but  in  so  far  as  they  are  due  to  the 
first  cause,  accident,  is  it  your  opinion  that  in  any  way 
the  system  is  at  fault,  or  was  it  a  quite  unavoidable 
circumstance  which  no  system  could  have  helped  ? — 
By  system,  do  you  mean  the  Budget  system  ? 
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9195.  I  mean  the  Budget  system,  and  also  the 
ai-rangements  which  led  to  the  lapsed  gi-ants  ? — As  I 
have  explained,  I  think  the  lapses  which  occurred  veiy 
largely  in  the  expenditure  of  the  railways  would  be  to 
a  ci  msiderable  extent  avoided  lay  a  hunger  programme 
01  capital  spending ;  and  they  also  might  be,  I  think, 
mitigated  by  a  more  liberal  system  of  what  we  may  call 
overcertification  in  regard  to  railway  stores  ordered  in 
advance.  But  as  regards  the  increase  in.  the  revenue 
surpluses,  I  do  not  think  that  I  could  attribute  that  to 
any  fault  in  oui-  Budget  system.  It  is  due  to  the  excep- 
tionally good  years,  to  possibly  somewhat  exaggerated 
caution,  and  to  the  very  I'apid  advance  which  Inilia  has 
made  in  all  possible  directions  in  the  last  five  years. 

9196.  I  think  you  also  spoke  of  provincial  grants 
for  capital  expenditure  which  were  not  all  spent  in  the 
year.  I  suppose  when  Government  makes  a  grant 
of  that  kind  it  is  not  likely  that  it  will  be  spent  within 
the  year  in  which  it  is  given  ? — No ;  as  a  rule  it  is 
extremely  unlikely  that  any  substantial  part  of  it  would 
be  spent  in  that  year. 

9197.  Does  the  Government  go  on  the  hypothesis 
that  it  vrill  not  be  spent  and  keep  it  in  its  cash  balances ." 
— The  money  is  not  put  away  in  any  separate  pocket. 

9198.  It  has  the  effect  of  increasing  the  cash 
balances,  has  it  not  '■' — Tes. 

9199.  Is  this  system  a  necessary  one  seeing  that 
these  grants  will  not  be  utilised  for  two  or  three 
years'  time  ?  Could  that  not  be  allowed  for  ? — 
Both  the  Secretary  of  State  and  the  Government  of 
India  have  always  set  their  faces  very  rigidly  against 
what  they  regard  as  the  financial  heresy  of  funding 
excess  revenues.  I  take  it  that  what  is  in  your  mind 
is  a  form  of  investment  of  moneys  which  have  not  been 
required  for  immediate  uses. 

9200.  It  would  take  various  fonns  ;  it  might  mean 
that  you  might  borrow  less  in  the  year  in  question  and 
more  a  year  later  on  .' — I  think  that  is  being  done  now. 
I  understand  that  the  loans  are  veiy  much  smaller  than 
they  used  to  be,  and  that  the  justification  for  the  small 
loans  is  the  distance  of  those  programmes. 

9201.  "Would  you  be  in  favour  of  the  Govei-nnient 
taking  into  account  the  fact  that  these  grants  would 
not  be  spent  at  once  and  laying  all  its  other  plans  on 
that  basis  ? — It  does  so  now.  When  the  Government 
prepares  what  we  call  its  Ways  and  Means  Estimate, 
it  always  takes  for  granted  that  the  provincial  govern- 
ments will  not  spend  promptly  those  large  special 
subsidies  which  they  have  been  receiving  recently. 

9202.  If  this  factor  is  already  taken  into  account, 
it  cannot  be  a  part  explanation  of  the  high  balances ; 
it  is  only  so  far  as  it  has  not  been  taken  account 
of  that  it  explains  the  accumulations  ? — ^In  so  far  as 
the  local  governments  have  gone  beyond  the  Imperial 
Government's  expeotaiaon  in  regard  to  the  failure  to 
spend  this  money,  that  is  true. 

9203.  But  it  is  partly  taken  account  of  already  ? — 
Tes. 

9204.  Is  that  another  point  on  which  you  think 
they  have  been  a  little  more  cautious  than  they  need  ? 
— May  I  give  you  the  justification  for  the  caution  ?  I 
take  the  justification  from  my  own  personal  experience. 
In  the  province  which  is  now  under  my  charge,  we 
have  been  given  very  large  and  liberal  grants  for  a 
system  of  national  education.  Those  grants  take  their 
place  in  the  figures  which  I  have  attempted  to  give 
you.  We  have  been  pressed  by  the  Government  of 
India  to  expedite  the  disposal  of  this  money  on 
advantageous  terms.  No  doubt  the  executive  depart- 
ment of  the  Grovemment  of  India  which  has  been 
pressing  us  in  this  matter  has  been  advising  the 
financial  department  that  we  are  under  severe  pressure 
to  get  rid  of  the  money  as  soon  as  possible.  We,  on 
the  other  hand,  have  deprecated  being  hustled  in  the 
matter.  We  feel  that  until  we  have  got  a  programme 
of  education  which  has  looked  all  round  the  subject, 
and  has  brought  in  the  co-operation  of  the  people  and 
all  the  rest  of  it  to  the  greatest  possible  extent,  we 
should  be  thoroughly  unjustified  in  spending  largely 
from  these  grants.  The  consequence  is  that  they 
have  Iain  in  our  balances  against  what  I  may  call  the 
remonstrances  of  the  Imperial  Government, 


9205.  I  should  have  thought  that  in  that  matter  the 
policy  of  the  local  government  was  obviously  the  right 
one,  and  that  the  Government  of  India,  having  been 
criticised  for  having  too  large  balances,  is  now  trying 
to  get  rid  of  them  by  every  possible  means,  and  that 
they  therefore  urge  that  by  asking  you  to  say  that 
you  intend  to  spend  this  money  and  then  lay  their 
plans  accordingly ;  they  are  urging  you  to  spend  it 
sooner  than  you  natm'ally  would  ? — I  think  there  is 
more  in  their  mind.  I  think  it  is  more  an  adminis- 
trative question  than  a  financial  one.  They  are 
extremely  anxious  to  see  the  education  of  the  country 
advanced  at  the  quickest  possible  rate,  and  they  are 
pressing  us  to  take  all  the  necessary  action.  The 
subsidiaiy  consequences  of  the  lai-ge  lapses  is  not  in 
any  way  intentional. 

9206.  There  is  some  difference  of  opinion  between 
the  Government  of  India  and  the  local  governments  as 
to  the  rate  at  which  these  sums  ought  to  be  expended '; 
— That  is  true. 

9207.  The  Government  of  India  have  acted  upon 
the"hypothesis  that  their  own  policy  would  be  followed, 
when  in  point  of  fact  perhaps  it  may  not  have  been 
followed  ? — Not,  at  least,  so  rapidly  as  they  hoped. 

9208.  With  regard  to  the  date  of  budgetting,  I 
understood  you  to  say  that  at  present  the  budget  is 
done  such  a  very  long  time  in  advance  that  to  ante- 
date it  six  months  would  not  bring  it  really  within  the 
monsoon  period  ? — That  is  my  feeling.  When  I  .said 
that  the  Budget  starts  a  long  time  ahead,  please  do 
not  imagine  that  I  am  excluding  the  capacity  of  the 
Government  of  InHia.  or  of  the  local  goveimments  to 
coiTect  the  figures  on  a  large  scale  according  to  the 
alterations  in  the  season.  But  those  coiTections,  as  a 
i-ule,  we  feel,  are  not  wholly  satisfactory.  We  feel, 
in  connection  particularly  with  the  land  revenue  and 
with  the  canal  and  railway  revenues,  which  are  in- 
timately associated,  that  the  man  on  the  spot,  if  I 
may  use  that  expression,  is  the  estimator  whose  figures 
we  ought  to  follow  as  closely  as  possible  ;  and  that 
any  large  lump  con-ections,  in  a  huny,  at  the  end  of 
the  budget  season,  are  always  rather  dangerous. 

9209.  Would  it  not  be  possible  to  make  your 
distinct  officers  produce  two  estimates :  an  optimistic 
estimate  and  a  pessimistic  one  ;  and  then,  six  months 
later,  when  they  had  more  infoi-mation,  it  would  be 
very  «asy  to  get  information  from  the  local  govern- 
ments, whether  they  think  on  the  whole  the  optimistic 
or  the  pessimistic  estimate  ought  to  be  held  to  '^ — Our 
poor  district  officers  are  heavily  overworked  and  I 
should  not  like  to  add  this  to  their  trials.  In  practice 
something  like  that  actually  happens  in  regard  to  the 
land  revenue.  There  is  a  most  elaborate  system  by 
which  they  are  called  upon  to  provide  the  figures — I 
speak  for  the  Province  I  know — in  the  event  of  the 
rains  being  favourable,  and  in  the  event  of  the  rains 
failing  by  a  certain  date  or  stopping  by  a  certain  date. 

9210.  In  that  ca*e  the  whole  machinery  exists 
already,  and  if  the  date  of  the  Budget  were  postponed 
the  Government  would  then  be  in  a  position  to  choose 
between  those  two  estimates,  whereas  now  it  is  not  in 
a  position  to  choose  between  them  F — It  is  in  a  position 
at  present  to  choose  between  them,  but  the  difficulty  is 
that  it  has  no  possible  means  of  judging  which  of  them 
is  more  likely  to  be  con-ect. 

9211.  I  mean  that  if  the  date  is  altei-ed,  it  will  have 
the  material  on  which  to  base  its  choice  ;  at  present  it 
has  no  material  ?— That  would  not  be  so  if  the  date  is 
altered  to  the  1st  September.  I  want  you  to  be  quite 
clear  about  thai..  I  think  that  on  the  1st  September 
they  wm  be  in  a  better  position  to  judge  of  the  results  of 
the  current  monsoon  than  they  are  on  the  Ist  March 
to  judge  of  the  results  of  the  monsoon  which  is  still 
distant.  But  the  full  effect  of  the  monsoon  is  not 
really  known  untU  the  end  of  September ;  so  that  if 
you  are  goij^  to  produce  a  Budget  for  the  year,  be- 
ginning on  the  Ist  October  and  continue  to  produce  it 
weU  m  advance  of  that  date,  I  think  the  additional 
information  you  will  have  will  not  be  sufficient  to 
justify  the  change. 

9212.  If  the  date  of  the  Budget  was  postponed  to 
October— and  I  think  your  answer  to  the  Chairman 
shows  that  there  are  no  insuperable  difficulties  in  the 
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■way- do  yon  not  think  that  you  would  have  more 
material?— Do  you  mean  with  the  financial  year 
beginning  in  November  ? 

9213.  No,  I  mean  that  they  should  not  publish  the 
Budget  until  a  few  days  after  the  commencement  of  the 
financial  year,  the  present  practice  of  publishing  it  in 
advance  being  abandoned  and  the  financial  year 
beginning  on  the  1st  October  ? — I  would  ask  you  to 
bear  in  mind  the  many  complications  that  there  are  in 
producing  our  Budget.  They  are  greater,  I  fancy, 
probably,  than,  other  things  being  equal,  they  are  in 
England.  If  we  have  to  produce  a  Budget  which 
dates  from  the  Ist  Octobei-,  according  to  our  present 
arrangements  we  should  have  to  have  the  whole  of  the 
figures,  practically  in  their  final  form,  by,  let  us  say, 
the  1st  September.  We  have  to  produce  them  in  that 
form  after  constant  telegraphic  communication  with 
the  Secretary  of  State.  The  Budget  figures  involve 
probably  extra  taxation,  remission  of  taxation,  large 
grants  for  local  governments,  and  all  sorts  of  things 
of  that  sort ;  and  at  every  single  step  of  that  kind 
we  have  to  get  the  consent  of  the  Secretary  of 
State  before  we  can  incorporate  it  in  our  Estimates. 
"What  would  happen  if  you  had.  your-  October  to 
September  year — even  if  you  decided  not  to  bring 
your  Budget  into  Council  until,  as  you  suggest,  the 
1st  October — ^would  be  that  for  three  weeks  or  four 
weeks  before  that  we  should  have  been  not  only 
working  against  time  ourselves,  but  working  the 
telegraph  to  and  from  the  In  dia  Ofiice  with  great  i^apidity 
and  constancy,,  and  this  would  be  prior  to  one  of  the 
critical  times  of  the  rains,  which  begins  in  the  second 
and  third  weeks  of  September.  So  I  do  not  think,  even 
by  dropping  our  present  attempts  d,t  financial  virtue 
and  bringing  in  the  Budget  a  month  later,  or  even  after 
the  beginning  of  the  financial  year,  we  should  get  over 
that  difficulty. 

9214.  If  the  date  was  m,ade  the  1st  Novembei-, 
would  these  difficulties  apply  ? — I  should  have  to  work 
all  through  the  calculation  again  to  answer  you,  but  I 
rather  think  they  would.  As  far  as  I  remember — and 
I  tried  to  focus  all  the  dates  in  my  mind  this  morning 
in  anticipation  of  these  questions^ — I  do  not  think 
we  could  do  it  in  comfort,  if  I  may  put  it  so,  for 
any  year  earlier  than  the  calendar  year-. 

9215.  It  appears  to  me  that  the  complications  are  the 
same  whatever  the  date  is,  and  therefoi-e  if  you  put  the 
date  forward  six  months  you  must  gain  six  months,  and 
if  you  put  it  forward  seven  months  you  must  gain  seven 
months,  and  a  point  must  come  when  you  can  just 
use  the  latest  information  ? — The  complication  is  not 
quite  the  same,  I  am  afraid.  First,  the  cardinal  date 
for  seeing  the  effect  of  the  current  monsoon  being,  let 
us  say,  the  20th  September,  you  want  a  reasonable 
interval  after  the  20th  September  for  the  tabulation  of 
yom-  figures,  for  your  correspondence  with  the  Secre- 
tary of  State,  and  for  all  the  other  proceedings  that 
have  to  be  gone  through  before  you  pi-oduce  your  real 
Budget.  Let  us  say  we  want  six  weeks  for  that 
pm^ose ;  that  brings  you  to  the  end  of  October  or  the 
beginning  of  November.  I  should  prefer,  unless  I 
contemplated  the  Finance  Department  being  worked 
to  death,  to  let  them  produce  their  Badget  on  the 
1st  December. 

9216.  I  am  merely  endeavouring  to  discover  what 
date  you  favour.  It  appears  to  me  there  must  be  some 
date  which  would  avoid  all  these  difficulties,  but  I  have 
no  opinion,  of  course,  what  date  it  would  be  ? — I  have 
suggested  the  1st  December.  I  think  that  is  the  best 
date  if  you  are  going  to  change  it  at  all. 

9217.  Ton  have  expressed  your  own  personal 
opinion  against  lending  from  the  balances,  on  the 
ground  that  it  would  require  a  banker's  discretion  to 
know  when  to  lend  and  when  not  to  lend  ? — Tes,  in 
■quite  a  number  of  circumstances  which  might  often 
recur. 

9218.  With  regard  to  the  loans  from  the  paper 
currency  reserve,  do  you  think  that  the  same  objec- 
tion does  not  hold  ? — Not  quite,  because  theonly  other 
demand  upon  the  paper  cm-rency  silver  is  its  produc- 
tion for  the  payment  of  notes  which  are  returned. 
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9219.  The  loans  from  the  paper  currency  reserve 
might  serve  to  make  the  Indian  money  market  easy  or 
not  easy  ? — They  might. 

9220.  There  are  occasions  when  it  is  not  desirable 
to  make  it  artificially  easy,  are  there  not  ? — There  are 
many  occasions.  That  is  a  point  I  am  very  glad  that 
you  have  mentioned.  It  seems  to  me  that  the  test 
of  the  bank  rate  oughts  not  to  be  pressed  to  the  same 
extent  that  it  is  in  England,  because  it  means  very 
often  a  very  different  thing.  A  high  bank  rate  may 
simply  be  a  device  of  the  Presidency  bank  in  a 
given  area  to  prevent  certain  forms  of  trading,  to 
check  overtrading,  and  to  check  speculation.  We  often 
see  that,  when  the  money  market  in  reality  is  not 
tight,  and  when  you  can  get  local  loans,  shroff's  loans,  as 
thSy  are  commonly  called,  at  rates  very  much  below  the 
official  bank  rate. 

9221.  The  officer  responsible  for  the  lending  of  the 
loans  would  have  to  be  governed  by  general  banking 
considerations .' — Tes. 

9222.  Do  you  think  that  is  a  work  which  could  he 
done  suitably  by  officers  of  the  Government  with  their 
present  sources  of  information  ? — As  I  said,  I  dislike 
the  additional  responsibility  which  those  loans  would 
throw  upon  them,  but  I  do  not  say  that  the  officers  of 
the  Government  would  resist  or  resent  the  responsi- 
bility if  they  were  told  it  was  for  the  general  good.  ' 

9223.  I  do  not  know  that  they  would  resist  it,  but 
are  they  competent  to  perform  it  efficiently  in  your 
opinion  with  their  existing  sources  of  information ." — 
They  have  got  very  difficult  work  to  carry  through  at 
present  in  the  administration  of  the  varioiis  reserves  and 
of  what  is  really  a  banking  concern  of  a  very  extended 
character ;  and  I  think  I  must  leave  it  to  the  Commis- 
sion to  say  whether  they  do  that  well. 

9224.  At  present  they  have  no  banking  business  in 
the  sense  of  judgiug  what  the  financial  position  is  all 
over  India,  and  whether  money  ought  to  be' made  easier 
or  not ;  they  have  none  of  that  sort  of  banking  busi- 
ness at  present,  have  they? — No,  they  have  not  an 
intimate  acquaintance  with  the  demands  and  the  neces- 
sities of  the  various  trades.  The  Comptroller- General's 
constant  duty,  however,  is  to  be  in  touch  ynth.  the 
requirements  of  every  single  large  industry  in  India 
from  the  point  of  view  of  the  provision  of  currency, 
for  instance,  'and  an  extension  of  that  same  informa- 
tion, that  same  knowledge,  and  that  same  experience 
would,  I  think,  help  them  very  materially  in  judging 
on  loans  if  they  were  unfortunate  enough  to  be 
required  to  make  those. 

9225.  Ton  think  it  is  rather  an  undesirable  duty,, 
but  not  an  absolutely  impracticable  one,  to  put  upon 
the  local  officer  ? — I  do  not  think  it  is  absolutely  im- 
practicable, but  I  would  rather  not  see  it  put  upon  him. 

9226.  At  the  same  tim^  you  would  agree  that  the 
present  system  of  keeping  the  Government  b?ilances  in 
the  chest  is  a  very  extravagant  one  ? — In  the  sense  that . 
you  lose  interest  on  them. 

9227.  In  the  sense  that  the  amount  of  capital 
represented  by  those  funds  is  for  the  time  being 
wasted  ? — -Is  for  the  time  being  shut  up.  I  should  be 
very  glad  to  see  that  capital,  made  more  useful. 

9228.  Ton  have  also,  I  think,  expressed  the  opinion 
that  more  is  kept  in  actual  hard  cash  in  the  paper 
currency  reserve  than  is  really  necessary  to  ensure 
the  convertibility  of  the  notes  ? — ^Personally  I  think  so. 

9229.  The  general  drift  of  these  questions  is  in 
connection  with  the  State  bank  ? — I  understand. 

9230.  What  I  am  putting  to  you  is  this,  that 
the  present  system  is  rather  wasteful,  but  at  the 
same  time  a  cure  of  it  is  exceedingly  difficult  if 
Government  officers  are  to  do  the  whole  business : 
woiild  you  agree  to  that  ? — I  agree  that  the  present 
system  does  not  give  the  Indian  majket  the  advantages 
which  ought  to  accrue  to  it  from  the  capital  which  is 
shut  away  in  the  Government  treasuries ;  and  I  agree 
that  it  is  a  heavy  task  to  impose  upon  Government 
officers  to  entrust  them  with  the  most  efficient  disposal 
of  the  balances  if  they  are  to  be  placed  in  the  hands 
of  ,the  market.  At  the  same  time  I  ought  also  to  point 
out  that,  as  we  stand  at  present,  we  are  in  no  way 
debarred  from  handing  over  very  much  larger  balances 
to  the  Presidency  banks,  and  I  think  it  would  be  quite 
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possible  to  do  so  without  any  radical  alteration  of  our 
system. 

9231.  As  long  as  you  do  not  do  it  on  so  large  a 
scale  as  to  dominate  the  Indian  money  market .'' — 
Quite  so.  I  think  the  general  feeling  in  India,  as  far 
I  have  been  able  to  judge,  is  that  the  amount  which 
we  should  have  to  place  at  the  disposal  of  the  Pre- 
sidency banks  in  a  time  of  ordinary  tightness,  apart 
from  a  serious  crisis,  would- not  be  a  very  imposing 
amount — in  fact  the  mere  promise  to  place  the  funds 
at  their  disposal  would  probably  in  many  cases  be 
sufiScient. 

9232.  I  turn  now  to  a  different  subject.  In  men- 
tioning the  figure  which  you  prefer  for  the  liquid  gold 
in  the  gold  standard  reserve,  were  you  assuming 
that  there  was  a  certain  amount  in  the  paper  currency 
reserve,  or  were  you  regarding  those  two  questions  as 
being  independent  ? — ^I  should  like  to  leave  the  paper 
currency  reserve  out  of  the  question  for  that  purpose. 
It  seems  to  me  that,  although  it  is  absolutely  true  that 
the  whole  of  our  gold  resources  must  be  called  upon 
and  practically  brought  into  one  line  for  the  purpose 
of  supporting  exchange,  yet  the  fact  that  our  paper 
currency  reserve  of  gold  in  London  is  a  very  variable 
quantity  and  might  very  well  have  been  drawn  off 
before  that  time  of  crisis  arises  by  the  purchase  of 
silver,  makes  it  undesirable  that  we  should  bring  it 
into  oiir  calculations  at  all.  If  there  happens  to  be 
paper  ciuTency  gold  avaikible,  so  much  the  better, 
but  we  cannot  count  upon  it,  and  I  should  like  to  make 
the  figure  in  the  gold  standard  reserve  entu-ely 
independent  of  it. 

9233.  I  was  thinking  not  simply  of  gold  in  London, 
but  of  all  gold  in  the  paper  currency  reserve  in  India, 
also.  Would  you,  in  arguing  that  the  liquid  gold  in  the 
gold  standard  reserve  should  be  10  millions  rather  than 
5  millions,  absolutely  ignore  the  consideration  that  the 
Government  has  20  millions  of  gold  elsewhere  in  a 
liquid  form  ? — Before  a  time  of  crisis  I  doubt,  in  the 
first  place,  if  the  Govei-nment  would  have  anything  like 
20  millions  ;  I  think  it  would  have  dribbled  away  very 
noateriaUy  beforehand. 

9234.  I  suppose  it  would  help  to  support  you  in  a 
crisis  if  you  knew  that,  besides  this  10  millions,  you  had 
20  millions  elsewhere  ? — I  think,  unless  we  have  some 
standard  before  us,  and,,  what  is  almost  moi-e  im- 
portant, before  the  public,  in  the  way  of  gold  in  the 
gold  standard  resei-ve,  we  are  on  unsaie  ground. 

9235.  Do  you  want  this  gold  in  the  gold  standard 
reserve  to  be  accumulated  in  addition,  or  would  you  be 
perfectly  satisfied  supposing  that  the  four  millions  kept 
in  rapees  in  the  gold  standard  reserve  were  simply 
exchanged  for  four  millions  of  gold  from  the  paper 
currency  resei-ve,  and  if  five  millions'  worth  of  Consols 
now  in  the  gold  standard  reserve  were  to  be  exchanged 
for  five  millions  of  gold  from  the  currency  reserve, 
thereby  increasing  the  gold  by  nine  millions  ? — ^I  am 
afraid  I  have  not  quite  caught  the  question. 

9236.  Do  you  regard  the  gold  in  the  two  depart- 
ments as  independent,  and  would  you  be  satisfied  by  a 
change  which  would  bring  up  the  gold  standard  reserve 
to  the  figure  you  want,  at  the  expense  of  the  paper 
currency  reserve  ? — Liquid  gold,  do  you  mean  ? 

9237.  Tes  ? — ^I  see  no  objection  to  your  bringing  up 
the  liquid  gold  to  10  millions  by  any  device  you  may 
select,  providing  that  does  not  derogate  from  the 
ultimate  arrival  at  an  aggregate  of  our  gold  cun-ency 
reserves  of  something  approaching  30  millions. 

9238.  Tou  do  therefore  take  into  account  what 
your  total  gold  resources  are.  Do  you  want  the 
Government  of  India  to  get  five  millions  more  gold 


from  outside  than  it  has  got  already,  or  do  you  want  a 
mere  bookkeeping  transaction  by  which  it  credits  the 
one  reserve-  with  gold  taken  from  the  other? — I  quite 
see  your  point,  audi  admit  that  it  is  a  very  strong  point 
as  long  as  the  paper  currency  reserve  is  in  a  strong 
position ;  but  my  vipw  is  that  the  paper  currency 
reserve  is  a  very  fluctuating  one  as  regards  the  gold 
in  it,  and  we  cannot  predict  at  any  given  time  what  is 
likely  to  be  there.  Consequently,  I  should  like  to  work 
up  to  10  millions  of  hquid  gold  in  the  gold  standard 
reserve  absolutely  independently  of  the  sum  which  at 
any  given  time  may  be  in  the  paper  currency  reserve. 

9239.  (Chairman.)  I  think  at  the  moment  Mr. 
Keynes  is  putting  a  slightly  different  question  to  you, 
the  force  of  which  I  do  not  think  you  see  ? — I  am 
afi-aid  I  do  not. 

9240.  Siippose  that  we  increased  the  liquid  gold 
in  the  gold  standard  reserve  by  sending  to  the 
paper  currency  resei-ve  silver  and  receiving  from  the 
paper  cun-ency  resei-ve  liquid  gold  in  exchange.  Mr 
Keynes  asks  supposing  it  were  possible  by  this  means 
to  bring  up  the  gold  of  the  gold  standard  reserve  from 
five  to  ten  'millions,  wotdd  you  be  better  off  or  would 
you  not  ? — I  owe  Mr.  Keynes  an  apology  for  not 
catching  the  point  of  the  question.  I  quite  agree  that 
we  should  be  no  better  off  than  we  are  at  present, 
taking  this  moment  as  the  point  of  time ;  but  I  feel 
that  we  should  be  in  a  stronger  position  as  regards  the 
future,  because  we  should  have  established  a  standard. 

9241.  (Mr.  Keynes.)  So  that  that  process  of  ex- 
change would  satisfy  what  you  want  ?■ — For  the  moment, 
yes. 

9242.  (Lm-d  Faber.)  Tou  would  be  satisfied  with 
selling  Consols  from  the  paper  currency  reserve  and 
handing  the  gold  for  the  Consols  to  the  gold  standard 
reserve  ? — We  could  not  do  that  under  the  present 
state  of  the  law ;  but  I  should  be  content  if  an  additional 
amount  of,  let  us  say,  rupees  or  sovereigns  were 
obtained  by  the  sale  of  securities  to  the  paper  cuirency 
reserve  and  if  I  thereby  secured  at  once  10  millions  of 
sovereigns  in  the  gold  standard  reserve. 

9243.  (Mr.  Keynes.)  In  fact,  your  point  is  really 
this,  that  it  does  not  much  matter  at  a  given  moment 
whether  the  gold  is  in  the  gold  standard  resei-ve  or 
in  the  paper  currency  reserve,  but  if  it  is  in  the 
gold  standard  reserve  then  it  is  safer  and  is  more 
certain  to  remain  there  for  long  periods  .P  —  Tes. 
Wherever  the  gold  is,  it  is  aU  available  or  ought 
all  to  be  made  available  for  supporting  exchange. 
I  am  looking  at  the  gold  standard  reserve  consti- 
tution from  the  point  of  view  of  our  critic,  the 
man  in  the  street.  I  want  to  show  him  that  in  the 
gold  standard  reserve  we  are  laying  up  a  definite 
amount,  not  only  in  the  aggregate  but  also  in  sovereigns, 
which  we  regard  as  sacrosanct  for  the  purpose  of 
defending  exchange  when  an  exchange  crisis  comes, 
and  tha.t  it  will  be  kept  there  independently  of  anything 
that  may  happen  to  oiu-  other  gold  resources  in  the 
interval. 

9244.  I  think  that  is  a  very  wise  policy,  and  I  only 
desired  to  be  quite  clear  whether  you  wanted  a  policy 
of  that  sort  or  whether  the  Indian  Government  should 
get  the  5  millions  of  gold  from  elsewhere  which  it  has 
not  now  got  ?— I  am  soiTy  I  did  not  at  the  moment 
quite  understand. 

9245.  (Mr.  Gillan.)  It  come  to  this,  does  it  not,  that 
m  order  to  keep  up  the  gold  in  the  gold  standard 
reserve  you  would  not  object  to  what  was  rather 
weakening  the  gold  portion  of  the  paper  currency 
reserve  ?— No,  I  should  not. 


The  witness  withdrew. 
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9246.  (Mr.  Keynes.)  I  want  to  ask  some  questions 
now  in  relation  to  the  gold  question.  Tou  gave  it  as 
your  principal  reason  in  favour  of  gold  that  the  use  of 
gold  is  educative.  I  did  not  clearly  understand  what 
you  had  in  your  mind  by  that ;  what  do  you  think,  it 
would  educate  people  towards  ? — "We  hope  that  gold 
will  in  time  teach  the  people  to  realise  a  better  and 
more  economical  form  of  currency  than  that  with  which 
they  are  already  familiar ;  and  it  will  do  it  in  this  way — 
They  wiU  gradually  be  led  on  to  greater  confidence  in  the 
Government  currency  system,  and  in  time  to  a  more 
intimate  knowledge  and  appi-eciation  of  the  advantages 
of  banking,  thrift  and  economy. 

9247.  If  you  had  said  that  of  the  note  issue  I  could 
have  understood  it,  but  you  seem  to  me  to  be  getting 
dangerously  near  saying  that  you  would  encourage 
the  people  to  take  gold  rather  than  notes  in  order  to 
educate  them  to  take  notes.  Does  not  what  you  say 
about  getting  them  familiar  with  a  credit  currency 
apply  to  notes  and  not  at  all  to  gold,  which  is  as  far 
from  a  credit  currency  as  you  can  get? — That  is 
perfectly  true  in  theory,  but  as  I  tried  to  explain 
yesterday,  I  think  in  practice  the  great  bulk  of  the 
people  of  India  will  be  a  very  long  time  before  they 
oome  to  an  absolute  familiarity  and  intimacy  with- 
notes.  I 'hope  that  a  closer  and  better  acquaintance 
with  gold  will  in  time  teach  them  the  advantages  of 
something  which  is  more  profitable  than  their  present 
system  of  hoarding.  I  quite  realise  that -notes,  inas- 
much as  the  note  is  paper  and  has  no  intrinsic  value, 
would  in  the  western  inind  be  a  step  towards  familiarity 
with  cheques  ;  but  I  think  the  operation  is  somewhat 
difOerent  in  India,  and  I  think  the  history  of  finance  in 
India  will  be  somewhat  different  from  what  it  is  in  the 
West. 

9248.  Tou  do  not  think  familiarity  with  gold  would 
work  in  exactly  the  opposite  direction ;  you  think  that 
the  mere  familiarity  with  gold  coin  rather  than  with 
silver  coin  would  lead  the  people  towards  paper  ?— It 
is  not  so  much  towards  paper ;  it  is  towards  economy, 
towards  thrift ;  that  is  what  I  am  thinking  of.  The 
great  enemy  of  all  economical  use  of  money  in  India 
hitherto  has  been  what  is  commonly  known  as  the 
thriftlessness  of  the  people.  I  do  not  admit  that  the 
people  are  intrinsically  thriftless,  but  I  consider  their 
surroundings  and  environment  make  it  extremely  diffi- 
cult for  them  to  be  thrifty  in  the  sense  in  which  the 
Trench  peasantry  are  thrifty.  I  think  a  familiarity 
with  gold  will  tend  in  that  direction,  and  that  thrift 
will  lead  to  better  banking  and  greater  confidence  in 
credit. 

9249.  But  you  cannot  give  any  reason  why  you 
thmk  familiarity  with  gold  rather  than  with  notes  or 
silver  will  have  this  effect.  Is  it  a  mystery  which 
cannot  be  explained  ?— No,  it  is  not  a  mystery.  As 
I  say,  the  position  of  notes  is  terribly  handicapped 
in  India,  because  of  the  dangers  attending  the  posses- 
sion of  notes  in  the  hands  of  ignorant  people  and 
poor  people,  and  the  same  dangers  do  not  attach  to 


gold.  If  you  want  to  teach  people  you  must  give  them 
a  lesson  book  which  is  not  dangerous  to  them  and 
which  they  are  not  afraid  of. 

9250.  It  appears  to  me  to  be  a  lesson  of  quite  a 
different  kind.  However,  I  gather  that  you  would 
only  be  in  favour  of  encouraging  gold  where  you 
thought  it  was  not  practicable  at  present  to  encourage 
notes  ? — That  is  so. 

9251.  Wherever  it  is  practicable  to  encourage  notes 
you  would  do  it  ? — Certainly. 

9252.  I  want  to  put  a  few  further  points  about  the 
efforts  on  the  part  of  the  Government  to  make  gold 
popular.  Suppose  that  the  policy  is  very  successful, 
as  it  seems  to  be  quite  possible  it  might  be  if  the 
Government  put  their  backs  into  it,  and  all  persons  in 
India  definitely  preferred  gold  for  all  transactions  of  a 
size  which  warranted  it ;  if  one  assumes  that  one-third 
of  the  circulation  became  gold  in  this  way,  what  is 
your  notion  of  what  would  happen  ?  I  suppose  in  the 
first  place  all  the  gold  you  now  have  in  the  Currency 
Department  would  go  into  circulation  and  be  replaced 
by  rupees  ?— I  think  a  considerable  flow  of  gold  would 
come  into  the  Currency  Department ;  but  that  of 
course  depends  very  much  on  the  action  of  the 
Secretary  of  State. 

9253.  That  could  only  apply  to  the  increases  to  the 
currency,  which  are  necessarily  slow  ? — Tes. 

9254.  Taking  it  beyond  that  increase,  the  gold  must 
replace  either  notes  or  rupees  ? — It  seems  to  me  that 
there  will  be  a  constant  flow  of  gold  through  the  paper 
currency  reserve,  and  that  you  cannot  take  any 
definite  point  at  which  the  currency  reserve  will  be 
depleted  of  gold,  and  no  more  gold  will  come  into  it. 

9255.  If  people  are  moving  in  the  direction  of  gold, 
the  first  consequence  will  be  new  increases  to  the 
currency  in  the  form  of  gold;  and,  if  they  move,  as 
they  well  might,  a  little  faster  than  that,  then  they 
must  replace  rupees  with  gold,  and  the  only  way  in 
which  they  could  do  it  would  be  by  bringiag  rupees  to  the 
Paper  Currency  Department  and  taking  out  sovereigns 
in  exchange  ? — Yes  ;  or  by  bringing  raw  bullion  to  the 
mint  and  taking  sovereigns  in  exchange. 

9256.  But  there  is  no  reason  why  they  should  have 
such  bullion? — That  is  where  my  theory  comes  in, 
that  the  practice  of  stowing  away  gold  out  of  circula- 
tion wiU  diminish. 

9257.  If  I  may  go  back,  except  in  so  far  as  there 
is  an  addition  to  the  currency,  they  must  get  rid  of 
rupees  ? — Yes. 

9258.  Therefore,  if  the  policy  is  very  successful  you 
would  expect  an  outflow  of  gold  from  the  Paper 
Currency  Department  and  an  inflow  of  rupees  ? — That 
would  be  so  with  a  stationary  aggregate  cui-rency. 

9259.  And  if  the  movement  of  the  people  towards 
gold  was  fostered  in  the  interests  of  the  currency  ? — 
Yes. 

9260.  What  would  happen  if  it  were  more  successful 
still  P  Suppose  that  people  would  always  rather  have 
sovereigns  in  any  transaction  whiqh  was  big  enough, 
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and  all  the  gold  flowed  out  of  the  Paper  Currency 
Department,  how  would  you  then  provide  sovereigns  ? 
Are  you  proposing  to  melt  down  the  silver  ? — Kb,  I 
hope  not. 

9261.  Is  not  the  policy  a  dangerous  one  ?  Unless  it 
is  only  very  moderately  successful  your  reserves  are  all 
put  in  danger,  are  they  not  ? — If  your  policy  becomes 
a  success,  success  means  that  gold  takes  the  place 
of  silver  for  all  future  additions  to  the  currency,  and  even 
replaces  some  of  the  silver  already  in  currency ;  and 
then,  of  course,  I  do  foresee  difficulties.  But  I  think 
that  is  quite  an  impossible  future. 

9262.  So  you  would  agree  that  your  policy,  if  hy 
chance  it  was  to  be  very  successful,  would  be  dan- 
gerous ? — Tes,  if  it  were  pressed  to  extremes  I  think  it 
would  be  dangerous. 

9263.  Do  you  not  feel  that  for  Indians  it  is  probably 
a  very  natural  thing  to  like  gold,  and  that  with  a  little 
encouragement  they  might  easily  do  it  on  a  very  large 
scale  ? — I  do  not  think  so.  I  do  not  think  that  the 
amount  of  silver  in  circulation  now  is  nearly  enough 
for  the  ultimate  requirements  of  the  country.  I  con- 
sider that  there  is  a  large  class  of  transactions,  and 
always  will  be  in  India,  that  can  never  be  met  by  gold ; 
also  a  very  large  class  of  people  who  will  be  for  all  time, 
as  far  as  one  can  see,  unfamiliar  with  gold  to  any  large 
extent. 

9264.  Tout'  proposal  is,  therefore,  based  on  the 
assumption  that  there  is  going  to  be  a  very  lai'ge  in- 
crease in  the  coinage,  and  that  that  increase,  and  no 
more  than  that,  will  take  place  in  the  form  of  gold  ?- — 
No,  I  do  not  even  assume  that.  If  I  imderstand  the 
drift  of  your  questions,  you  are  pressing  me  to  represent 
the  position  of  India  at  a  time  when  no  silver  will  have 
been  added  to  the  currency  and  nothing  but  gold  will 
come  into  the  pockets  of  the  people.  Now  I  consider 
that  is  an  impossible  thing  to  look  forward  to ;  I  do 
not  think  that  will  ever  happen.  All  that  I  have  been 
trying  to  press  for  is  what  I  called  before  free  trade  in 
currency — let  the -people  get  what  they  wish.  I  believe 
that  they  will  in  time,  with  a  little  encouragement 
from  Government,  or  even  without  it,  take  gold  in  a 
larger  proportion  than  they  do  at  present.  That  gold 
will  replace  silver  for  practical  purposes.  It  seems  to 
me  that  the  position  contemplated  in  your  question 
implies  a  restriction  on  the  legal  tender  of  silver. 
We  are  a  very  long  way  from  that  at  present ;  I  do  not 
say  it  is  impossible  or  that  it  will  never  come,  but  we 
are  a  long  way  from  it. 

9265.  We  have  received  evidence  to  the  effect  that  in 
some  parts  of  India  there  is  already  a  great  deal  of  use  of 
sovereigns,  and  that  in  Bengal  and  some  other  parts  there 
is  almost  no  use  at  all.  There  seems  no  intrinsic  reason 
why  in  these  other  parts  they  could  not  be  made,  with 
a  little  encouragement,  to  use  gold,  and  if  they  did  use 
gold  for  moving  the  crops,  I  should  have  thought  that 
my  estimate  of  one-third  of  the  currency  in  thdt  form 
would  not  be  at  all  exaggerated.  It  is  at  any  i-ate  a 
possibility  which  the  advocates  of  gold  have  got  to 
have  before  their  minds,  is  it  not  ? — Tes,  I  think 
so.  If  I  might  diverge  for  a  moment,  it  will  probably 
illustrate  what  I  am  trying  to  place  before  the  Com- 
mission. Tou  said  just  now  that  there  is  practically 
no  gold  used  in  Bengal.  That,  I  believe,  is  true,  but 
here  you  come  to  the  very  point  at  which  I  have 
already  been  driving,  that  the  possible  suspension 
of  additions  to  the  silver  cuiTency  is  in  a  very 
distant  future.  In  Bengal  I  think  it  is  perfectly 
true  to  say,  or  at  least  in  Eastern  Bengal,  that  up  to 
a  few  years  ago,  up  to  the  time  at  any  rate  at  which 
the  jute  merchants  began  to  bring  currency  into  the 
country,  there  was  practically  no  silver  circulation. 
Eastern  Bengal  is  an  example  of  a  part  of  the  country 
where  monetary  coinage  until  quite  recently  was  almost 
unknown.  Tou  have  first  to  flood  all  those  parts  of 
the  country  with  silver  before  one  can  contemplate 
their  taking  gold  to  any  large  extent ;  consequently, 
the  stoppage  of  the  silver  circulation  and  its  replace- 
ment by  gold  is  to  my  mind  still  very  far  ofE. 

9266.  Would  it  be  incorrect  for  me  to  put  it  like 
this :  that  you  would  view  the  policy  of  popularising 
gold  with  alarm  if  you  for  a  moment  believed  that  gold 
might  establish  itself  afi  anything  like  one-third  of  the 


currency,  but  you  do  not  think  there  is  the  slightest 
chance  of  gold  really  becoming  very  popular,  and 
therefore  you  would  like  a  slight  mild  luxurious  use  of 
gold,  but  not  more  ? — I  consider  that  a  third  of  the 
currency  might  present  dangers  which  we  do  not  at 
present  foresee,  but  I  think  even  that  is  a  very  distant 
ideal. 

9267.  It  is  only  because  you  think  it  veiy  im- 
probable that  the  gold  wiU  be  used  to  anything  hke  that 
extent  that  you  are  in  favour  of  encouraging  it  ? — Tes. 

9268.  With  regai-d  to  the  phrase,  free  trade  in 
currency,  complete  passivity  on  the  part  of  the  Govern- 
ment officers  is  scarcely  possible,  is  it  ?  They  must 
tender  something — in  cases  where  somebody  simply 
wants  money  they  must  either  tender  him  notes,  or 
gold,  or  rupees  ? — They  may  very  well  ask  which  he 
wants  to  have,  and  J  think  they  generally  do  so. 
Cu'cumstances  may  arise  in  which  they  have  not  got 
one  particular  medium,  and  then  they  press  their 
customers  to  take  the  other ;  but,  ordinarily  speaking, 
I  think  they  give  them  a  perfectly  free  choice. 

9269.  It  is  not  the  case  that  the  facilities  for 
exchanging  gold  and  notes  are  exactly  the  same.'' — 
That  is  so  ;  they  are  not. 

9270.  And  it  would  not  be  very  easy  to  make  them 
exactly  the  same  ? — 1  quite  agree. 

9271.  So  that  Government  almost  necessarily 
favours  one  rather  more  than  the  other ;  all  that  it  can 
do  is  to  try  and  give  people  what  they  want  if  they  ask 
for  it  ? — Tes. 

9272.  Do  you  mean  more  by  free  trade  than  that? 
—No. 

9273.  Tou  do  not  mean  it  to  imply  that  an  attempt 
to  push  notes  should  be  deprecated  ? — ^No ;  I  do  not 
want  to  push  any  form  of  currency. 

9274.  But  do  you  think  it  would  be  a  bad  thing  to 
push  notes,  provided  that  a  man  could  get  gold  when 
he  asked  for  it  ? — I  do.  I  say  that  if  we  have  our  treasury 
reserves  and  our  currency  reserves  strong  enough  and 
sufficiently  well  located  to  enable  people  to  take  either 
of  the  three  forms  of  ciuTenoy,  we  ought  to  be 
absolutely  impartial  in  the  matter. 

9275.  So  that  you  would  be  against  pushing  notes, 
even  if  that  policy  was  combined  with  a  policy  of 
allowing  people  gold  if  they  wanted  it  ? — Tes ;  I  am 
against  pushing  any  fonn  of  currency. 

9276.  Why  ? — ^Because  I  think  we  ought  to  give  the 
people  what  they  want.  If  we  are  strong  enough  to 
give  it  to  them  they  ought  to  have  it. 

9277.  Do  you  think  that  any  attempt  to  educate 
them  to  use  what  you  think  is  the  most  educative  form 
of  currency  is  wrong  ?— No ;  I  never  say  education  is 
ever  wrong  ;  far  from  it. 

9278.  I  am  trying  to  get  at  your  reasons  for  this 
unwillingness  to  encourage  the  people,  without  forcing 
them  to  use  what  you  consider  the  best  currency  ? — 
I  think  I  must  distinguish  between  encouraging  and 
forcing.  We  have  been  very  much  scared  at  any 
attempt  to  force  cui-rency  on  the  people.  The  attempt 
was  once  made,  and  it  was  a  terrible  failure.  When 
you  refer  to  encouragement,  I  find  some  difficulty  in 
drawing  the  Kne  between  that  and  enforcing.  If  you 
mean  moral  suasion,  so  to  speak;  that  we  ought 
to  teach  the  people  and  we  ought  to  explain  to 
the  people  the  advantages  of  one  form  of  currency 
over  another,  then  I  can  go  with  you.  If,  on  the 
other  hand,  you  say  we  ought  to  instruct  our  treasury 
officers  to  try  and  press  the  people  to  take  notes  when 
they  are  somewhat  reluctant  to  do  it,  then  I  am  against 
you,  because  in  India,  with  the  humbler  people,  the 
smallest  indication  of  an  official  line  is  very  often  taken 
as  a  formal  order,  and  I  think  we  ought  to  avoid  any 
appearance  of  that  sort  of  forcible  persuasion. 

9279..  I  was  thinking  much  more  of  increasing  the 
fa,cilities  for  the  encashment  of  notes  ? — I  am  quite 
with  you  that  we  ought  to  increase  these  facilities  as 
far  as  we  can  afEord  to  do  so. 

9280.  Whereas  in  the  case  of  gold,  while  reasonable 
facilities  should  be  allowed,  the  Government  should 
not  put  itself  to  expense  to  convey  sovereigns  to 
remote  districts  on  the  chance  that  they  might  be 
wanted  there ;  that  is  what  I  mean  by  encouraging  or 
not    encouraging  ?— I  do  not  think  there  is    much 
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between  us.  I  do  n*t  think  the  G-pyernment, does,  ,as 
a  matter  of  fact,  incur ,  expense  in  moviiig  sovereigns 
unless  there  appears  to  be  a  genuine  demand  for  them. 
In  the  case  of  notes,  we  feel  that  the  convertibility  is 
a  liability  which  we  ought  to  meet  as  far  as  possible 
at  the  largest  number  of  trade  centres.  The  number 
of  trade  centres  at  which  we  do  meet  that  liability  has 
increased,  and  I  suppose  will  to  a  moderate  extent 
increase  in  future. 

9281.  As  we  all  know,  there  have  been  some  develop- 
ments lately  in  the  direction  of  increasing  the 
availability  of  notes  ;  .is  there  much  further  in  that 
direction  which  you  think  can  be  done  P — I  think  that 
we  might  open  a  few  more  currency  centres,  if  I  may  ,' 
use  that  expression,  where  the  conversion  of  notes  will 
be  a  legal  obligation ;  bat  we  ought  to  progress  some- 
what slowly  in  that  matter.  I  would  not  recommend — 
if  that  is  also  in  your  mind— the  universalization  of  , 
notes  of  higher  value  than  those  we  already  have. 

9282.  "Would  you  think  it  possible  to  do  anything 
in  the  same  direction  as  is  done  by  the  branch  ofSces 
of  the  Beichsbank  ?  In  their  case  the  notes  are  only 
legally  negotiable  at  the  head  oiHce,  but  the  instruction 
of  the  Bank  Act  is  that  they  shall  be  encashed  at  the 
branch  ofiSces,  so  far  as  the  resources  and  exigencies 
of  the  latter  may  permit  P— That  is  very  much  in  con- , 
sonance  with  our  actual  practice. 

.  9283.  Do  you  give  instructions  to  your  officers  at 
places  where  the  notes  cannot  be  legally  encashed  to 
encash  them  whenever  they  can  P — ^Yes,  we  do.  ,  That 
is  done  now. 

9284.  In  point  of  practice,  is  it  nearly  always 
possible  to  get  a  note  encashed  at  a  district  treasury  P 
— ^Tes  ;  I  think  so.  When  I  say  "  a  note,"  of  course  I 
do  not  refer  to  very  large  sums. 

9285.  Would  it  be  so  with  a  50-rupee  note  ? — Tes  ; 
certainly. 

9286.  Is  that  also  the  case  at  the  sub-treasuries  ? — 
It  would   be   more   difficult   at    sub-treasuries.     Any 
large  presentation  of  notes  at  sub-treasuiies    would . 
probably  be  impossible. 

9287.  Would  it:  be  a  natural  thing  for  a  person 
to  go  to  a  sub-treasury  with  a  50-rupee  note  and  ask 
for  it  to  be  changed  ? — ^Tes. 

9288.  And  generally,  could  he  get  it  changed  P 
—Tes. 

9289.  Even  at  the  sub-treasuries  ? — Tes.  I  am 
assuming  that  you  are  meaning  the  singular  when  you 
speak  of  a  rupee  note. 

9290.  (Chairman.)  Up  to  what  point  are  the  notes 
now  universalized? — 100-rupee  notes  and  anything 
below. 

9291.  It  is  above  that  that  you  think  it  would 
be  unwise  to  go  at  the  present  time  P — I  think  it 
would  be. 

9292.  Would  you  give  your  reason  for  that  ?— The 
reason  is  mainly  that  for  ordinary  hand-to-hand 
purposes  anything  above  100-rupee  notes  is  extremely 
unfamiliar  in  India  ;  in  other  words,  the  larger  notes, 
the  1,000-rapee  and  the  10,000-rupee  notes,  are  really 
stores  of  value  which  are  put  away  in  reserves  by  banks 
and  bodies  of  that  sort,  and  are  extraordinarily  rarely 
seen.  I  have  never  seen  a  10,000-rupee  note  except; 
at  headquarters  in  the  reserve  treasuries.  What  I  feel 
is  that,  although  legally  our  liability  may  be  limited  to 
specific  points,  still  it  hits  our  credit  rather  hard  if  we 
are  obliged  constantly  to  be  refusing  to  cash  notes  at 
out-of-the-way  centres  or  places  where  the  legal  liability 
does  not  exist,  and  consequently  it  is  better  tihat  we 
should  put  the  matter  on  a  straightforward  basis. 

-  9293.-  {Lirrd  Faber.)  Ton  are  in  good  company, 
because  if  you  have  a  Bank  of  England  note  issued  m 
London,  and  you  present  it  at  Leeds,  ikey  will  not  pay 
it  unless  they  know  you?— There  is,  of  course,  another 
consideration,  and  that  is  a  purely  revenue  one.  The 
fact  is  that  the  internal  remittances  of.  funds  m  the 
country  are  very  largely  in  the  hands  of  the  Govern- 
ments at  present,  either  by  treasury  transfers  or  by 
the  medium  of  the  Post  Office.  In  these  ways  we 
acquire  a  certain  revenue  which  we  should  be  rather 
sorry  to  discard.  That  is,  of  course,  quite  a  subsidiary 
consideration. 


9294.  {Chairman.)  That  is  what  I  thought  probably, 
from  what  you  said,  you  are  a  little  afraid  of;  you 
fear  that  the  internal  remittances  of  large  sums  would 
then  be  made  in  big  notes,  and  the  whole  expense  of 
those  remittances  would  fall  upon  the  Government 
without  remuneration  ? — ^Precisely. 

9295.  {Sir  Shapurji  Broacha.)  To  the  man  in  the 
street,  the  placing  and  withdrawal  of  the  balances  in 
the  .hands  of  the  Presidency  banks  seems  rather 
capricious ;  is  it  regulated  by  the  will  of  the  officer, 
or  by  some  strict  rules  ? — The  balances  in  the  hands 
of  the  Presidency  banks  are,  as  you  no  douht.  know, 
subjec|f*fe^^,-,^finite  minimum.  There  is  also  a  pro- 
vision by  which  djbove  a  definite  maximum  the  Presi- 
dency banks  are  liable  to  pay  interest.  Between  these 
two  limits  the  amount  is,  I  think,  more  or  less . 
accidental.  It  depends  very  much  on  the  requirements 
of  the  district  treasuiiee,  and  on  the  possible  demands  ■ 
in  the  reserve  treasuries  what  the  exact  balance  is. 

.  9296.  Is  the  sum  placed  in  these  Presidency  banks 
at  the  caprice  of  the  officer  between  the  minimum  and . 
the  maximum  P — I  should  not  describe  it  as  his  caprice. . 
I  think  it  is  very  much  a  matter  of  convenience,  having . 
regard  to  the  other  claims  on  the  treasury  at  the 
time. 

9297.  We  have  it  stated  in  the  correspondence  that 
the  Government  generally  keep  larger  balances  in  the  ; 
Presidency  banks  immediately  before  a  new  loan  is 
launched  ? — I  think  the  practice  is  to  ease  off  the 
balances,  as  we  call  it,  just  before  a  loan  is  issued. 
That  is  a  very  natural  process. 

9298.  I  think  the  Government  has  priority  over  all 
the  corporation  loans  ? — We  generally  get  the  G-ovem- 
ment  loan  out  before  the  corporation  loans. 

9299.  This  year,   just  after    the  last  loan,   when 
■  three   crores   were   withdrawn   from  the   market,   the 

corporations  were  left  in  the  lurch.  Is  it  not  fitting 
that  the  Government  should  help  themselves,  and  the 
corporations  too,  as  much  as  they  can  ?  Soon  after 
,  that  last  loan,  several  floatations  for  'corporations, 
including  the  Oalbutta  Port  Trust,  had  to  be  with- 
drawn because  of  that  withdrawal  of  three  crores  from 
a  small  market  like  India.  With  32  crores  in  the 
treasuries,  it  does  not  appear  to  an  outsider  to  be  a 
very  wise  step  to  take  so  much  off  the  market.  The 
consequence  is,  however,  that  some  of  these  public 
works  will  have  to  stop.  The  Bombay  municipality, 
who  wanted  to  launch  a  loan  of  40  lakhs,  had  to  be 
content  with  20  lakhs,  and  that  under  par,  and,  as  I 
have  said,  the  Calcutta  Port  Trust  had  to  withdraw 
their  proposed  loan.  These  are  matters  which  in  the 
money  market  are  more  or  less  matters  of  sentiment, 
not  so  much  dependent  on  the  quantity  of  money 
available  but  on  the  sentiment  at  the  time.  Can  you 
tell  us  what  was  the  reason  for  this  sudden  withdrawal 
of  three  crores  just  before  these  corporation  loans  were 
given  to  the  public  ? — I  am  very  sorry,  but  I  cannot 
tell  you.  I  was  in  another  sphere  of  work  at  the 
time. 

9300.  One  of  your  reasons  for  not  lending  money 
to  the  public,  I  think  you  said,  was  the  fear  of  over- , 
trading  ? — ^I  would  not  put  it  in  that  way.  I  think 
that  what  I  said  rather  was  that  the  bank  rate,  I 
believe,  on  occasions  was  raised  for  that  purpose, 
rather  than  for  the  purpose  of  indicating  a  definite 
tightness  in  the  general  market. 

.  9301.  Still  there  is  that  fear  present  in  the 
Government  of  India's  mind,  that  the  money  may  not 
be  returned  at  the  due  dates  ? — I  think  not.  I  think 
the  Grovemment  of  India  are  perfectly  happy  in  the 
belief  that,  if  the  money  were  advanced  to  the  Presi- 
dency banks,  the  Presidency  banks  would  not  only 
check  overtrading,  as  they  do  now,  but  would  also 
return  the  money  when  they  were  asked  to. 

9302.  Up  to  now,  the  Government  of  India  have 
acted  in  this  manner  in  a  detached  sort  of  way,  not 
looking  round  to  see  what  other  countries  do  under  these 
circumstances.  I  think  the  money  will  return  in  the 
time,  if  it  is  sufficiently  secured,  but  meanwhile  it 
might  happen  once  in  30  years  or  20  years  that  it, 
might  not,  yet,  on  the  whole,  India  wiU  have  prospered 
for  20  yearg  hj  the  Croveiiunent  lending  money'?— Ton 

B  3 


20 


EQYAL   COMMISSION    ON    INDIAN   FINANCE   AND   CDREENCY  : 


24  Oetoher  1913.] 


Sir  James  S.  Mbston,  k.c.s.i. 


[Continued. 


are  refen-ing,  I  suppose,  to  the  old  story  of  the  Bank 
of  Bombay.     That  is  very  ancient  history,  is  it  not  ? 

9303.  No.  Neither  the  Bank  of  Bombay  nor  the 
Bank  of  Bengal  has  helped  the  market,  because  when 
their  funds  have  been  exhausted  they  have  said  they 
would  not  do  business  for  the  Government  for  nothing 
and  take  the  risk  and  Uabilifcy  of  it.  I  am  talking  of 
the  year  which  is  just  passing  ? — May  I  read  a  quota- 
tion from  a  letter,  which  interested  me  very  much  at 
the  time,  which  was  written  by  au  official  of  one  of  the 
Presidency  banks — ^Mr.  Grey,  of  the  Bank  of  Bengal — 
on  this  point.  He  was  describing  the  trade  relations 
with  the  banks,  and  more  particuJarly.the  relations  of 
his  Presidency  bank  with  the  exchange  banks  in  his 
circle.  He  said  this :  "  Jute  is  bought,  manufactured, 
"  and  shipped  with  our  money.  When  shipped,  it  is 
"  drawn  against  by  bills  on  the  consignee,  and  the 
"  bills  are  sold  to  the  exchange  banks,  who  repay  us. 
"  They  get  the  money  from  London  by  Councils  or  in 
"  gold.  We  have  thus  to  lend  heavily,  but  we  cannot 
"  borrow  locally.  When  the  money  market  in  India 
"  is  bare,  high  rates  of  discount  are  useless,  as  they 
"  do  not  produce  money."  That  probably  has  some 
reference  to  the  question  which  is  in  your  mind. 

9304.  Last  year  and  the  year  before,  when  the 
Grovemment  here  were  lending  something  like  30  crores, 
surely  India  might  have  had  three  or  four  crores.  It 
raises  invidious  distinctions  in  people's  minds  there 
when  banks  are  lent  money  in  London  and  they  are 
not  lent  money  in  India? — I  admit  that  that  sentiment 
is  very  strongly  held  in  India. 

9305.  I  think  the  Government  of  India  and  the 
Secretary  of  State  were  at  great  variance  at  one  time 
as  to  the  amount  of  liquid  gold  to  be  held  in  the 
Standard  Gold  Reserve  ? — There  was  much  discussion 
on  that  subject. 

9306.  I  do  not  think  they  are  yet  agreed  as  to  the 
amoxmt  ? — The  Government  of  India  have  accepted 
the  Secretary  of  State's  decision. 

9307.  But  they  have  accepted  it  with  reluctance,  as 
they  state  themselves.  Is  it  not  the  Government  of 
India's  view  that  all  the  gold  should  be  kept  aa  far 
as  possible  liquid  .'' — The  Government  of  India  would 
like  to  see  a  very  large  proportion,  a  larger  proportion 
than  at  present,  of  the  gold  kept  liquid;  but  they 
have  had  naturally  to  accept  the  very  definite  assurance 
which  was  given  to  them  in  Lord  Morley's  time,  when 
he  accepted  fuU  responsibility  for  converting  into 
liquid  gold  as  much  of  the  securities  as  would  ever  be 
required  for  the  purposes  of  the  reserve. 

9308.  It  was  an  assurance  to  keep  one  crore  liquid 
in  the  shape  of  short-dated  securities  or  short-dated 
lendings,  aa  against  the  25  crores  that  you  asked  for, 
I  think  ? — I  forget  the  exact  figures  at  the  moment. 
I  think  it  was  one  million  sterling  he  said  they  would 
keep  in  cash,  and  a  considerable  amount  in  short- 
dated  securities  and  loans. 

9309.  Would  it  not  be  better  that  it  should  be  kept 
in  liquid  gold  than  in  short-dated  securities  ? — There 
is  a  strong  feeling  that  the  amount  of  liquid  gold  here 
should  be  larger. 

9310.  One  reason  that  has  been  given  for  the 
present  practice  is  that  the  exports  of  India  are  in 
excess  of  her  imports,  and  therefore  you  would  always 
be  able  more  or  less  to  maintain  the  exchange ;  India 
is  only  protected  in  one  way.  India  at  present  is  not 
investing  in  foreign  securities,  but  a  time  will  come 
when  India  will  invest  in  foreign  securities,  and  then 
it  will  not  depend  on  the  trade  excess.  That,  I  think, 
is  one  reason  why  there  should  be  more  liquid  gold 
in  the  Gold  Standard  Reserve  than  the  amount  which 
has  been  fixed  ? — Perhaps. 

9311.  Tou  said  that  you  would  not  put  a  limit  to 
the  Gold  Standard  Reserve ;  at  present  you  say  it 
should  be  30  millions,  but  the  figure  may  change  with 
the  times  and  the  circumstances  and  the  trade  of  India 
in  the  fnture  ? — ^Tes ;  I  think  the  limit  ought  to  be 
reconsidered  from  time  to  time. 

9312.  Then  you  say  you  should  educate  the  people 
to  use  more  gold ;  I  think  Indians  at  all  'times  use 
mort}  gold  than  any  other  country  that  I  know,  as  a 
rule  F — ^Do  you  mean  in  the  arts  ? 


9313.  In  every  way.  Somehow  or  other  they  are 
more  accustomed  to  sovereigns.  Between  1907  and 
1913  we  received  more  than  70  millions  of  gold,  and 
against  that,  for  coinage  for  silver,  only  7  millions ;  so 
I  think  if  you  want  to  protect  the  sUver  coinage,  there 
is  enough  gold  conung  into  India  to  protect  it,  if  the 
people  are  ready  to  lend  it  at  a  time  of  emergency  ? — 
Tes,  if  you  assume  it  comes  out  as  readily  as  it 
goes  in. 

9314.  Since  the  closing  of  the  mints  I  think  the 
silver  used  for  coinage  does  not  represent  half  the 
amount  of  gold  that  is  absorbed  ? — That  is  so. 

9315.  Tou  say  the  Government  are  afraid  of  the 
absence  of  protection  for  the  silver  coins  ;  if  that  fear 
is  to  be  justified,  the  habits  of  the  people  will  have  to 
change,  because  there  is  no  want  of  gold  coming  into 
India  ? — I  think  the  habite  of  the  people  ai-e  changing 
in  many  respects.  We  have  had  very  reasonable 
evidence  that  gold  is  being  put  into  private  hoards  in 
place  of  silver.  I  was  very  much  struck  some  years 
ago  by  the  enormous  number  of  very  ancient  rupees 
that  one  used  to  find  in  the  Punjab  and  the  North  of 
India,  which  undoubtedly  must  have  come  out  from  a 
hoard  in  the  ground,  and  that  at  a  time  when  there 
was  no  reason  to  deplete  the  hoards.  There  is  no  doubt 
the  silver  was  being  replaced  by  something  else. 

9316.  I  think  there  is  more  necessity  for  a  starva- 
tion diet  for  gold  than  for  pushing  gold  ? — ^That  also 
is  educative. 

9317.  If  all  the  gold  that  is  asked  for  is  given 
without  restriction,  do  you  not  think  the  people  will 
become  more  suspicious  ?  Supposing  there  is  no  gold 
given  out,  would  that  not  be  worse  than  the  starvation 
diet  which  they  have  been  accustomed  to .'' — Do  you 
mean  that  a  sudden  cessation  of  gold  would  be  serious  ? 

9318.  There  may  be,  for  instance,  rumours  of  war 
or  anything  like  that  when  notes  and  silver  coins  come  . 
with  such  a  rush  to  be  exchanged  for  gold  that  gold 
may  have  to  be  refused  ? — Tes,  that  time  might  come  ; 
it  has  come  already. 

9319.  Therefore,  is  it  not  better  to  let  them  know 
that  gold  is  not  to  be  given  on  demand,  and  to 
accustom  them  to  that  idea,  rather  than  to  give  gold 
on  demand  for  a  time  and  then  suddenly  stop  doing 
so  ? — I  do  not  like  the  idea  of  refusing  to  give  them 
what  is,  after  all,  the  legal  currency  of  the  country. 

9320.  But  would  it  not  be  worse  to  refuse  it  when 
they  have  become  used  to  the  gold?  They  wiU  be 
more  afraid  of  danger  then  than  if  they  were  accus- 
tomed to  the  refusal,  and  had  been  always  using  silver  ? 
— I  hardly  think  the  refusal  to  give  gold,  when  the 
Government's  supply  of  gold  coinage  is  exhausted, 
would  produce  anything  in  the  nature  of  a  panic. 

9321.  Suppose  the  Bank  of  France  were  to  proclaim 
that  they  would  encash  all  the  5-franc  pieces  in  gold, 
do  you  think  there  would  be  much  gold  left  in  the 
Bank  of  France  ? — x  am  afraid  I  do  not  know  enough 
about  it  to  answer.  I  believe  they  have  a  very  strong 
holding  of  gold. 

9322.  StiU  they  would  not  do  it  ? — The  question  is 
whether  it  would  ever  happen.  I  do  not  think  it  would 
ever  happen  in  India,  certainly. 

9323.  But  this  is  certain;  the  people  of  India,  I  know, 
in  case  of  any  crisis,  in  case  of  any  war,  in  case  of  any 
agitation,  would  come  to  you  for  gold.  They  know  the 
difiEerence  in  the  values  of  silver  and  gold ;  they  know 
that  in  the  value  of  the  silver  rupee  there  is  only  66  per 
cent,  or  60  per  cent,  of  metal,  and  that  in  gold  there  is  the 
full  value  ;  they  understand  their  interests ;  and  they 
would  rush  in  for  gold.  To  refuse  them  at  that  time 
would  create  a  greater  want  of  confidence  than  to 
refuse  gold  always  at  the  option  of  the  Currency 
Department  ?— I  quite  see  your  point,  but  it  seems  to 
me  that  when  a  crisis  of  that  sort  occurs,  it  would  be 
almost  necessarily  simultaneous  with  such  a  fall  in 
exchange  as  would  bring  the  gold  reserve  in  London 
into  operation. 

9324.  In  no  country  is  the  gold  given  out  as  you 
suggest;  not  in  Germany,  not  in  Austria,  not  in 
Russia,  though  they  are  gold  currency  countries.  Why, 
therefore,  should  it  be  so  in  India?  Grold  in  the 
Paper  Currency  Reserve  or  in  the  Gold  Standard 
Reserve  would    be    more  valuable  and   would  show 
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India's  stronger  poStion  than  gold  in  the  pockets  of 
the  people.  So  why  should  Government  help  to  fill 
the  pockets  of  the  people?  Take,  for  instance, 
exchange  between  Calcutta  and  Lahore ;  they  would 
give  silver  there  at  -f^  difference  on  exchange,  and 
gold  at  -^2  difference  on  exchange,  and  so  any  man 
would  naturally  prefer  to  have  a  gold  sovereign  for  his 
15  rupees  at  any  time?— I  do  not  think  it  is  their 
standing  practice  to  make  that  difference. 

9325.  It  was  put  in  evidence  by  Mr.  Dunbar  ? 

I  saw  his  evidence,  but  unfortunately  I  did  not  see  it 
until  I  had  left  India,  so  I  was  not  able  to  verify  the 
episode  to  which  he  refeiTed.  As  far  as  my  recollec- 
tion goes,  that  was  an  altogether  exceptional  trans- 
action, and  I  rather  think,  if  I  may  hazard  an 
explanation,  that  it  was  due  to  a  purely  personal  and 
temporary  arrangement  by  which  one  large  exporting 

'  fii-m  undertook  experimentally  to  utilise  gold  to  a 
larger  extent  in  the  Punjab  than  they  had  ever  done 
before.  So  far  as  I  -have  any  recollection  of  the 
transaction,  it  was  never  referred  to  the  Government 
of  India  officially  and  it  was  never  accepted  as  a  policy 
by  the  Government  of  India,  but  an  arrangement  was 
made  with  the  Accountant-General  of  Bombay  to  give 
transfers  on  Delhi,  I  think,  in  gold  at  a  somewhat 
cheaper  rate  than  the  ordinary  transfers.  It  was 
offered  only,  as  far  as  I  know,  to  one  particular  firm, 
and  it  was  offered  in  consequence  of  an  arrangement 
between  these  two  persons  to  experiment  in  the  utili- 
sation of  gold  in  moving  a  big  crop  in  one  particular 
year.  I  should  be  very  sorry,  without  further  reference 
to  the  record  in  India,  to  admit  for  a  moment  that 
any  general  practice  of  this  sort  was  ever  accepted  or 
anticipated. 

9326.  {Chairman.)  Tou  speak  of  it  as  an  experi- 
ment ;  could  you  tell  me  the  object  of  the  experiment  ? 
Was  it  to  ascertain  whether  if  the  gold  were  available 
a  larger  portion  of  it  could  be  put  in  circulation  ? — 
That  was,  as  I  vmderstand,  the  object. 

9327.  Then  the  idea  in  the  mind  of  the  Accountant 
General  must  have  been  that  it  was  advantageous  to 
get  gold  into  circulation  ? — He  was  an  officer  who  was 
very  firmly  wedded  to  the  gold  theory. 

9328.  As  far  as  your  knowledge  goes,  that  ex- 
periment stands  by  itself  and  was  not  repeated  ? — As 
far  as  my  knowledge  goes  certainly. 

9329.  {Sir  Shapurji  Broaeha.)  So  far  as  the  country 
is  concerned,  the  more  gold  there  is  shown  to  be  in  the 
central  treasury  rather  than  in  the  pockets  of  the 
people  the  stronger  is  its  credit ;  for  instance,  Russia 
has  an  enormous  amount  of  gold  in  the  hands  of  the 
Government  and  in  the  Bank  of  Russia,  and  I  suppbse 
you  will  admit  that  her  credit  stands  higher  than  if 
that  gold  had  been  in  the  pockets  of  the  people  of 
Russia  ? — Yes. 

9330.  Why  ought  not  that  example  to  be  followed 
in  India  ?  Would  not  our  credit  be  stronger  if  we  had 
40  croi-es  of  gold  in  our  reserves  than  if  we  had  50 
crores  of  gold  in  the  custody  of  the  people  ? — I  think 
the  only  difference  between  us  is  that  you  would  like 
to  see  a  strong  reserve  and  no  waistcoat-pocket  gold 
and  I  should  like  to  see  both. 

9331.  {Chairman.}  In  so  far  as  the  two  are  incom- 
patible, that  is  to  say,  in  so  far  as  one  is  increased  at 
the  expense  of  the  other,  which  do  you  think  it  most 
advantageous  under  present  conditions  in  India  to 
increase — ^the  gold  in  circulation  or  the  gold  in 
reserve? — I  would  much  rather  increase  the  gold  in 
reserve,  and,  if  necessary,  check  the  circulation  until 
our  reserves  are  sufficiently  strong. 

9332.  {Sir  Shapurji  Broaeha.)  What  gold  do  you 
expect  would  come  to  the  mint?  I  suppose  it  is 
rather  a  sentiment  that  you  want  to  satisfy  by  this 
proposal  of  a  mint ;  or  do  you  think  it  is  a  necessity  for 
India  ? — I  would  not  go  so  far  as  to  call  it  a, necessity. 
I  think  it  would  meet  a  very  strong  and  reasonable 
sentiment  in  India.  Educated  Indians  feel  that  there 
is  no  particular  reason  why  they  should  be  worse  off 
than  some  of  the  great  Colonies  which  have  already 
been  supplied  with  a  mint;  also  Indians  generally  look 
upon  the  mint  as  an  attribute  of  sovereignty,  and  they 
feel  that  its  presence  in  India  would  be  regarded  as 
adding  to  their  national  pride. 


9383.  How  would  they  recognise  one  coin  from 
another ;  there  would  be  no  Indian  hall-mark,  I  sup- 
pose— all  the  sovereigns  would  be  the  same,  would 
they  not  ? — ^I  think  we  should  have  an  indication  of 
the  mint,  the  same  as  they  have  in  Australia. 

9334.  I  suppose  it  would  come  out  like  the  Austra- 
lian sovereign  or  the  English  sovereign  ? — It  would  be 
very  similar. 

9335.  And  there  would  be  no  hall-mark  of  India  on 
it  ? — There  would  be  a  mint-mark  on  it,  I  take  it. 

9336.  A  separate  mint-mark  ? — Tes. 

9337.  The  separate  mark  on  the  Indian  sovereign 
would  be  so  nearly  invisible  as  scarcely  to  distinguish 
one  coin  from  the  other.  Except  one-third  of  the 
gold  from  the  Mysore  mines,  what  gold  would  come 
to  the  mint?  As  you  know,  the  bars  of  gold  that 
come  out  to  India  are  already  hall-marked,  and  bar 
gold  is  about  1  per  cent,  dearer  than  sovereign  gold  ? 
— I  accept  your  knowledge  on  that  subject. 

9338.  Would  it  be  from  patriotic  motives,  do  you 
think,  that  they  would  bring  in  bars  of  gold  and  send 
them  to  the  mint  and  get  back  sovereigns  which  would 
cost  15  rupees  and  two  annas  i* — ^As  I  said  yesterday, 
the  supply  of  raw  gold  to  the  mint  will  not  be 
uniform  or  regular. 

9339.  If  there  were  not  a  sufficient  supply  brought 
in,  in  a  few  years  you  would  have  to  scrap  the 
machinery  ? — ^I  do  not  think  we  should  have  to  scrap 
it.  After  all,  the  machinei-y  we  set  up  for  minting 
gold  could  be  utilised  with  very  little  alterations  in 
the  minting  of  silver. 

9340.  Remember  that  bar  gold  could  be  sold  at  a 
dearer  price  than  sovereign  gold  ? — I  should  like  to 
suggest  to  the  Commission  that  the  expression 
"  scrapping  the  machinery  "  is  a  slight  exaggeration, 
because,  except  for  the  provision  of  new  collars  for  the 
presses,  I  think  everything  could  be  utilised. 

9341.  Supposing  there  were  different  views  on  that 
subject  ?  Turning  to  another  aspect  of  it,  suppose 
that  for  five  years  the  Government  of  India  were  to  pay 
for  all  gold  31.  17s.  9d.  per  standard  ounce,  just  to 
see  whether  India  requires  a  mint ;  would  you  accept 
that  as  an  experiment  ? — Tou  mean  buying  gold  at  a 
favourable  rate  ? 

9342.  Yes?— 1  hardly  think  so.  I  think  the 
experiment  ought  to  be  a  much  more  direct  one. 

9343.  Do  you  know  that  from  1898  to  1902  gold 
was  paid  for  at  the  rate  of  Rs.  1  for  7'53344  grains 
troy  of  fine  gold  and  not  much  gold  came  in  ?— That 
is  so ;  very  little  gold  came  in. 

9344.  Is  there  a  popular  demand  in  India  for  a 
State  bank  ? — It  certainly  has  not  become  one  of  the 
planks  on  the  platform  of  the  ■  advanced  political 
parties,  and  it  does  Tiat>c©Bie  within  the  horizon  of  the 
great  mass  of  the  people.  To  that  extent  I  should  not 
say  that  there  was  a  popular  demand. 

9345.  If  Indians  want  a  thing,  they  ask  for  it,  do 
they  not  ? — Yes .  '  ^i '' 

9346.  It  has '  been  stated  here  that  there  are  no 
popular  demands,  although  demands  are  made  for 
them  or  proposed  for  them ;  but  I  think  we  know  too 
well  in  India  that  there  are  many  popular  demands  ? 
^I  quite  agree  with  you. 

9347.  I  think  the  European  merchants  have  a  large 
monopoly  of  the  trade  in  India — as  a  rule,  anyhow — 
and  of  course  they  are  a  very  intelligent  body .'' — Have 
they  got  a  monopoly  in  Bombay  ? 

9348.  They  have  the  Chambers  of  Commerce,  and 
when  they  are  touched  in  any  way  they  send  in  peti- 
tions and  ask  for  interviews ;  is  that  not  so  ? — The 
Chambers  of  Commerce  express  the  views  of  the 
commercial  community  with  great  ability. 

9349.  They  are  the  merchants'  exponents  ? — Yes. 

9350.  If  they  really  wanted  a  central  bank  or  a 
state  bank,  do  you  not  think  that  a  deputation  would 
have  called  on  the  Governor- General  asking  for  it  ? — 
That  is  quite  possible. 

9351.  As  a  fact,  no  deputation  has  come  up  to  now  ? 
— That  is  so. 

9352.  Suppose  that  in  making  a  normal  year's 
Budget  you  have  a  surplus  of  four  or  five  crores,  would 
you  be  pleased  with  that  surplus ." — Do  you  mean  at 
the  end  and  not  in  the  original  estimate  ? 

9353.  Yes  ? — I  should  be  quite  contented. 
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9354.  If  you  had  the  next  year  the  same  surplus, 
would  you  try  to  reduce  taxation  ? — We  never  budget 
for  such  a  large  surplus.  The  ordinary  traditional 
budget  surplus  is  about  a  crore.  .  It  has  recently  been 
increased  somewhat,  on  account  of  the  demands  of  the 
new  capital  at  Delhi ;  but  I  have  no  recollection  of  the 
Government  of  India  ever  having  budgetted  for 
anything  like  three  or  four  crores. 

9355.  I  think,  for  a  prosperous  country  like  India,  a 
siu'plus  of  two  or  three  crores  or  even  four  crores  is 
nothing  ? — I  should  be  delighted  if  we  were  allowed  to 
budget  for  that  amount. 

9356.  When  India  wants  such  large  public  works 
and  the  credit  of  India  is  a  little  shaken  in  the  London 
market,  I  think  it  is  but  right  to  anticipate  a  surplus 
of  three  or  four  crores  in  your  Budgets  ? — You  know 
there  are  two  schools  of  thought  on  that  subject. 
There  are  many  wise  authorities  who  would  say  you 
were  thereby  drawing  money  from  the  pockets  of  the 
taxpayer,  which  you  ought  not  to. 

9357.  We  are  in  the  position  of  Russia  to  a  certain 
extent.  The  Russian  surpluses  for  the  last  few  years 
have  been  21  millions  on  an  average,  of  which  two- 
thirds,  is  spent  in  public  works  of  utility.  I  think  that 
would  not  be  a  bad  idea  for  India.  .  I  know,  of  course, 
that  whenever  there  is  a  little  surplus  there  is  an 
outcry  about  vexatious  taxation,  but  I  think  that  the 
surpluseB  •.  should  be  larger  in  order  to  protect  your 
public'  .works  ? — I  am  very  glad  you  think  our  taxation 
is  so  light. 

9358.  (Sir  Jamee  Beghie.)  I  want  to  ask  you  about 
the  paper  currency  reserve  a.nd  the  strength  of  the 
silver  holding.-.  Is  the  reserve  of  rupees  not  maintained 
at  a  higher  level  than  would  be  the  case;if  only  demands 
for .  the  encashment  of.  outstanding  notes  had  to  be 
considered  ? — There  have  been  times  at  which  it  has 
been  higher  than  the  mere  conversion  of  notes  would 
necessitate. 

9359.  The  reserve  is  maintained  partly  to  secure 
the  conversion  into  mpees  of  imported  sovereigns,  is  it 
not'?— Yes.      . 

9360.  So  far  as  that  goes,  does  it  not  mean  that  the 
cost  of  maintaining  such  a  reserve  adds  to  the  cost  of 
the  currency  system  ? — It  does  mean  that,  if  you  imply 
that  we  should  accept  no  liability  to  receive  gold  in 
exchange  for  rupees ;  but  we  have  accepted  that 
liability. 

9361.  And  over  all  it  means,  does  it  not,  that  India 
has  to  bear  the  cost  of  two  reserves,  one  of  silver  and 
one  of  gold,  or  gold  securities  H — India  has  to  bear 
the  cost  of  providing  notes  and  providing  silver  and 
frequently  gold  on  demand. 

9362.  That  is  'necessitated,  is  it  not,  by  the  fact 
that  the  Indian  system  i^ai^ld  exchange  standard,  or 
has  been  conducted  -  on  those  lines  for  some  time? — - 
The  Indian  system  is  theoretically  a  gold  standard. 

9363.  We  have  had  it  in  evidence,  I  think,  that  as 
worked  it  is,  a  gold  eschange  standard  system  ? — I  am 
afraid  I  do  not  know  the  exact  definition  of .  a  gold 
exchange  standard-.  -  That  term  has.  been  applied  to 
certain  other  countries,  for  instance,  to  the  Philippines, 
and  I  believe  that  it  has  a  somewhat  narrower  inter- 
pretation than  the  Indian  system  has.  It  is  very 
largely  a  matter  of  definition. 

9364.  So  far  as  it  can  be  applied  to  the  Indian 
system,  does  the  Government  of  India  approve  of  such 
a  system  ? — I  am  not  quite  sure  what  system  is  in  your 
mind. 

9365.  I  understand  that  to  some  extent,  at  any 
rate,  the  Indian  system  has  been  conducted  on  the  lines 
of  a  gold  exchange  standard  ;  so  far  as  that  is  the 
case,  does  it  meet  the  approval  of  the  Government  of 
India  ?  I  am  only  using  the  term  in  the  way  in  which 
it  has  been  used  in  evidence,  to  mean  a  system  which 
provides  gold  for  the  maintenance  of  the  par  of 
exchange,  but  under  which  it  is  not  obligatory  to  give 
gold  out  against  the  token  currency ;  or  as  meaning 
that  India  is  only  on  a  gold  basis  as  regards  foreign 
exchange,  and  that  it  is  not  a  gold  country  ? — May  I . 
put  the  question  as  I  understand  it  ?  I  underst9,nd  you 
to  ask  me  whether  the  Government  of  India  approves  of 
the  system  by  which  at  present  we  give  gold  in  London' 
in  exchange  for  rupees  presented  in  India  when  the 


necessity  arises,  and  at  the  same  time  we  issue,  so  far 
as  we  can,  gold  for  internal  circulation  in  India.  If 
that  is  so,  then  I  can  only  say  that  the  Government 
does  approve  of  doing  so.  But  if,  on  the  other  hand, 
you  suggest  that  the  Government  of  India  is  desirous 
of  having  a  system  by  which  there  shall  be  no  gold  to 
issue  in  India  and  all  the  gold  in  its  Governmental  stock 
will  be  held  in  London  for  the  purpose  of  supporting 
exchange,  all.  I  can  say  is  that  the  Government  of  India 
does  not  think  that  it  would  be  politic  to  restrain  our 
operations  in  that  matter  at  present. 

9366.  I  pass  on  now  to  the  question  of  free  trade 
in  currency.  Am  I  right  in  understanding  that  you 
mean  free  trade  within  the  limits  laid  down  by  the 
currency  regulations  ? — No ;  I  should  like  to  see  the 
currency  regulations  a  good  deal  more  liberal  than 
they  are.  One  would  look  forwa.rd  to  a  time  when 
there  wiU  be  absolute  free  trade,  and  when  people  will 
get  without  limit  any  currency  which  they  might  find 
most  convenient  and  which  they  might  demand. 

9367.  With  free  trade  in  currency  would  you  agree 
that  as  between  sovereigns  and  rupees  there  should 
not  be  a  greater  inducement  for  the  circulation  of 
rupees  than  of  gold  ? — Yes ;  I  do  not  wish  to  see 
preferential  inducements  for  any  single  form  of 
currency. 

9368.  If  Council  Bills  were  sold  against  the  Paper 
Currency  or  Gold  Standard  Reserves  below  gold 
import  point,  would  you  say  that  such  sales  gave  a 
preference  to  the  circulation  of  rupees  ? — Yes,  in  the 
sense  that  they  deter  gold  from  coming  into  India. 

9369.  With  regard  to  the  gold  mint,  would  you 
restrict  the  gold  coin  to  be  issued  by  the  mint  to  the 
sovereign  ? — Yes,  I  should. 

9370.  (Mr.  Gillam.)  I  want  first  to  ask  you  about 
some  points  that  came  out  in  evidence  yesterday — for 
instance,  the  question  of  the  Budget  date.  "What  I 
want  to  get  from  you  there  is  precisely  what  im- 
portance you  attach  to  this  question.  'You  said,  I 
think,  that  we  budget  for  a  normal  year? — Yes. 

9371.  A  normal  year  is  a  sort  of  thing  that  very 
seldom  occurs  ? — Quite  so. 

9372.  You  may  be  defeated  by  a  famine  year,  which 
I  think  you  told  us  yesterday  in  1908-9  led  to  a 
deficiency  of  something  like  3f  miUions  ? — Yes. 

9373.  On  the  other  hand,  in  the  recent  prosperous 
years,  having  based  your  Budget  on  the  normal  you 
hetve  been  having  a  very  large  excess  over  the  Budget 
anticipations  ? — Quite  so. 

9374.  So  that  at  the  present  time  these  very  large 
variations,  you  may  say,  are  really  inevitable  ? — I  think 
they  are. 

9375.  And  those  variations  must  operate  against 
oui-  making  the  best  financial  arrangements  ? — Yes, 
they  do. 

9376.  Either  you  are  without  a  great  deal  of  the 
money  you  are  budgetting  for,  or,  on  the  contraiy,  you 
have  a  great  deal  of  money  which  you  did  not 
anticipate  and  for  the  use  of  which  you  have  not  pro- 
vided ? — The  variations  do  handicap  us. 

9377.  Does  that  not  strike  you  as  rather  a  serious 
matter  ? — One  dislikes  anything  in  the  nature  of  specu- 
lative or  bad  budgetting;  but  what  I  feel  is  that  a 
change  in  the  Budget  date  to,  for  instance,  an  October- 
September  year,  would  not  in  any  material  sense 
diminish  the  discrepancies,  that  a  change  to  the 
calendar  year  would  somewhat  reduce  them,  but  I  am 
not  sure  that  the  net  effect  taken  all  round  year  after 
yeaa-  is  worth  the  alterations  that  would  be  necessary. 

9378.  You  think  you  would  not  be  on  much  firmer 
ground  if  you  changed  it  as  you  said  to  the  calendar 
year,  which  you  prefer  ?— I  think  we  should  be  better 
off  ;  I  think  actuals  would  be  slightly  nearer  budgets, 
but  I  doubtif  the  general  advantage  would  be  material. 

9379.  If  the  financial  year  lun  from  the  1st  January, 
would  it  not  be  the  case  that  at  any  rate  nine  months 
in  each  financial  year  would  be  more  or  less  secured  ? 
— ^Yes,  I  think  it  would. 

9380.  On  the  basis  of  the  monsoon  which  had  by 
that  time  passed  behind  you  ? — Yes. 

9381.  Would  that  not  give  one  much  greater 
security  ?— I  quite  agree ;  I  think  it  would. 
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9382.  I  do  not^ow  if  this  is  your  impression,  but 
whenever  the  matter  has  been  under  consideration  at 
all  in  India,  I  have  had  the  .impression  that  there  will 
be  very  great  difi3.culties  at  home  in.  fitting  in  any 
alteration  of  the  Budget  date  ? — That  is  a  very  im- 
portant consideration,  which  I  did  not  touch  at,  all. 

9383.  Assuming  that  those  difficulties  are  not  so 
serious  or  that  they  could  be  got  over,  do  you  think 
the  matter  is  so  important  that  you  Would  rather  press 
the  Government  of  India  to  make  an  alteration  in 
the  Budget  date  if  it  were  found  possible  ? — I  think 
on  the  whole  that  if  the  Secretary  of  State  could 
arrange  his  budgetting  and  his  estimate  of  ways  aid 
means  with  the  same  facility  for  a  calendar  year  as  he 
does  for  our  present  financial  year,  I  should  be  disposed 
to  make  the  changa 

9384.  (Mr.  Keynes.)  In  the  year  1907-8,  if  you  had 
had  a  calendar  year  or  a  November  year,  you  would 
have  been  able  to  avoid  so  large  a  deficit  as  actually 
occurred,  would  you  not  ? — ^I  think  we  should.  , 

9385.  That  is  a  case  in  which  by  that  time  you 
would  'have  got  knowledge  which  would  have  been 
important  to  you  ? — Tes. 

9386.  (Jtfr.  GiZton.)  "With  regard  to  the  question  of 
the  gold  currency  and  the  gold  exchange  standard,  which 
has  just  been  raised  by  Sir  James  Begbie,  I  do  not 
know  that  there  is 'ahy  very  great  difference  of  opinion, 
but  it  seems  difficult  to  reconcile  the  differences  of 
opinion  that,  have  been  expressed.  Tou  know  the 
great  poiiit'  of  critici^iii  which  has  been  brought 
against  the   action  of   the    Government   in   currency 

.  matters  is  Ihat  it  has  not  followed  out  the  recommen- 
dations of  the  Fowler  Committee  P^Tes,  I  do.. 

9387.  The  demand  made  on  us  is  that  we  should 
carry  out  those  recommendations,  and  it  seems  to  me  a 
primary  point  for  the  consideration  of  the  Commission 
to  say  how  far  exactly  they  stand  in  the  same  position 
as  the  Fowler  Committee,  or  how  ,  far  they  think 
experience  since  then  has  led  to  a  modification  of  the 
policy  then  laid"  down." — 1  am  very  glad  .you  have 
given  me  this  opportunity  of  explaining  what  may 
have  seemed  to  be  the  somewhat  rigid  and  dogmatic 
attitude  of  the  Government  of  India  in  regard  to  a 
gold  currency.  The  Government  of  India  have  felt 
that  they  were  loyally  bound',  to  carry  out  the  pro- 
nouncements vfhich  :have  been  made  from  .  time  to 
time  by  authoritative  bodies,  •  and  which  .have  been 
accepted  on  their  authority  by  the  Secretary  of  State. 
The  position  has  been  one  of  steady  evolution.  The 
first  big  Commission  which  .investigated  our  position 
was  the  Royal  Commission  on  Gold  and  Silver  of 
1888.*  I  think.  They  definitely  approved  of  a  gold 
standard,  and  said  nothing  more.  Five  years  later 
there  came  Lord  Herschell's  Committee,  on  whose 
advice  we  closed  the  mints  and  established  a  gold 
standard.  In  a  very  important  subsidiary  report. 
Lords  FaiTer  and  Welby  added  the  corollary  that  the 
Government  of  India  must  accumulate  a  sufficient 
reserve  of  gold  to  secure  the  convertibility  of  the 
rupee.  That  we  regarded  as  a  step  further.  Then 
came  in  1898  the  Fowler  Committee,  which  advised  us 
to  open  a  mint  as  in  Australia  to  the  unrestricted 
coinage  of  gold.  The  exact  words  which  they  used 
about  the  currency  were  that  they  looked  forward  "  to 
"  the  effective  establishment  in  India  of  a  gold 
"  standard  and  currency  based  on  the  prmciples  oi 
"  the  free  inflow  and  outflow  of  gold."  Now,  that  is 
the  last  authoritative  word  that  we  have  had,  on  the 

'subject,  and  the.  Government  of  India's  feeling  has 
been  that  until  another  equally  competent,  authority 
either  develops  or  sets  aside  this. instruction  it  is  ouj- 
duty  to  work  towards  it.  But,  as  you  have  pomted 
out,  we  have  been  insensibly  diverted  from  carrying 
this  .out  literally,  to  some  extent  by  the  very  remark- 
able and  very  vital  experience  that  we  have,  gained  ot 
the  working  of  the  system  between  1898  and  now. 
There  has  been  no  deliberate  or  ostensible,  departure 
from  the  principles  .of  the  Fowler  Committee,  but  the 
circumstances  of  the  time  have  been  too  strong. tor, us. 
9388.  (LordFaber.)  Do  you  meaHi  by  the  circiun- 
staaices  of  the.  time  the  difficulty  of  getting .  gold  ?- 
And  the  possibility  of  employing  gold  m  a  somewhat 
*  C.  5099,  &c. 


different    manner    from  that  which   the   Committee 
contemplated. 

9389.  {Mr.  Gillan.)  What  modification,  if  any,  in 
the  thesis  of  the  Fowler  Committee  would  you  consider 
now  practicable  or  desirable? — We  have  established 
the  Gold  Standard  Reserve  which  they  advised  us  to 
do,  and  we  have  put  the  gold  standard  on  a  very 
definite  basis.  All  that  we  ask  is  that  we  should  be 
permitted  to  establish  a  coinage  system  y.hich  would 
supplement  the  somewhat  limited  m.anner  in  which 
the  gold  currency  recommended  by  the  Fowler  Com- 
mittee has  been  brought  into  effect. 

9390.  I  think,  judging  from  the  words  .you  have 
read  out  of  the  Fowler  Committee's  Report,  they 
obviously  thought  that  the  problems  of  exchange  and 
of  internal  currency  were  indissolubly  connected  ? — 
Tes,  certainly. 

9391.  If  you  remember,  there  was  one  very  promi- 
nent witness*  who  gave  evidence  before  them  who  said 
that  he  could  not  conceive  of  a  gold  standard  without 
a  gold  currency  ? — Tes. 

9392.  It  is  with  regard  to  our  experience  since  the 
date  of  that  thesis  that  I  should  like  youi-  opinion. 
The  view  which  has  been  developed,  I  think,  is  this — 
in  fact  this  is  what  you  yourself  said  yesterday — that 
the  liability  to  find  gold  depends  on  the  balance  of 
international  obligations  ?-^Tes. 

9393.  The  vie*  I  am  referring  to  says  that  that 
liability  can  be  .  met  sufficiently  and  promptly  by 
reserves,  and  that  we  can  now  afford  to  treat  the 
internal  currency  on  its-  merits,  that  is  to  say;  with 
regard  to  the  requirements  of  an  internal  medium  of 
exchange  ;  would  you  accept  that  ? — ^I  entu-ely  accept 
that. 

9394.  But  that  is  getting  a  good  deal  away  from 
the  position  of  the  Fowler  Committee  ?^I  am  not 
quite  sure  in  what  respect  the  idea  of  -  the  Fowler 
Committee  would  be  inconsistent  with  that.  After  all, 
the  internal  trade  and,  the  external  trade  of  tiie 
country,  if  we  look  at  it  in.  that  way,  are  all  part  of 
one  great  transaction.  I  quite  admit  that  the  internal 
currency  is  a  thing  which  they  regarded  as  part  and 
parcel  of  the  general  cui-rency  system  of  the  country, 
but  your  point  is  that  we  are  now  taking  these  praoii- 
cally  in  separate  compartments. 

9395.  More  or  less  ? — -1  quite  agree  with  that  state- 
ment of  the  case. 

9396.  I  think  they  considered  that  the  question  of 
exchange  would  really  not  be  sufficiently  properly, pro- 
vided for  until  you  had  got  a  thorough  gold  currency  ? 
— That  is  so. 

9397.-  Are  you  prepared  to  say  from  the  experience 
we  have  gained  that  it  is  now  possible  to  provide  for 
the  support,  of  exchange  by  om-  reserves  without. a 
gold  cuiTency  ? — I  quite  agree  that  we  have  to  that 
extent  modified  the  policy  they  have  laid  down. 

9398.  As  a  matter  of  fact,  when  you  say  you  would 
like  free  trade  in  cuiTency,  that  is  a  desire,  is  it  not, 
which  is  really  dependent  on  the  adoption  of  this  gold 
exchange  standard  idea;  I  mean,  if  you  hold  the  alter- 
native that  a  gold  currency  is  essential  to  the  support 
of  exchange,  then  I  take  it  you  would  have  to  subordi- 
nate the  needs  of  your  internal  medium  to  exchange, 
and,  so  to  speak,  force  gold  on  the  people ;  is  that  not 
so  ? — Tes,  I  agree. 

9399.  So  that  this  question  of  free  trade  in  internal 
cun-ency  is  really  bound  up  with  this  new  development, 
we  will  call  it,  of  a  gold  exchange  standard  ? — Tes. 

9400.  Now  ab'out  the  gold  mint  as  connected  with 
that.  Tou  have  said,  and  I  think  the  Government  of 
India  have  always  expressed  a  very  decided  preference 
in  that  direction,  that  the  sort'  of  coin  to  be  minted 
should  be  the  sovereign  ? — ^Tes ;  they  have  regarded 
the  sovereign  as  being  what  Sir  Shapurji  once  called  it, 
the  cement  of  Empire. 

9401.  The  advantages  to  the  Empire  from  that 
point  of  view,  of  course,  are  clear.  There  is  only 
one  point  I  would  like  to  put  to  you;  it  has  been 
suggested  in  evidence  that  the  sovereign  is  too  big  a 
coin,  for  the  great  majority  of  the  payments  that  have 

■  to  be  maide  in  India  ? — I  think  the  sovereign  is  too  big 

*  The  Lord  Rothschild  :  see  C.  9037,  QA.  76U,  7621,  7625-8. 
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a  coin  for  a  very  large  number  of  the  ordinary  pay- 
ments that  have  to  be  made  in  India,  and  therefore 
the  sovereign  would  not  be  in  everyday  use  to  the 
same  extent  that  it  might  be  in  a  richer  country ;  I 
quite  see  that.  If  this  objection  were  regarded  as 
driving  us  towards  a  smaller  piece,  we  consider  the 
objections  to  those  smaller  pieces  to  be  greater  though 
of  a  different  type. 

9402.  Are  you  referring  to  the  expense  of  main- 
tenance ? — No.  ■  Let  us  take  first  of  all  the  10-rupee 
piece,  which  is  the  standard  alternative.  The  main 
difficulty  there,  as  you  know,  is  that  the  lOjrupee  piece 
if  coined  at  all  freely  would  be  a  competitor  with  the 
10-rupee  currency  note,  which  is  one  of  the  last  things 
that  we  desire.  Then  if  you  consider,  as  some  authori- 
ties have  considered,  that  a  still  smaller  coin,  a 
3-rupee  piece,  or  5-rupee  piece,  shoiild  be  made,  we 
are  afraid  of  the  grave  wastefvilness,  the  wear  and  tear, 
and  the  serious  loss.  What  we  also  feel  is  that  there 
is  a  risk  that  any  coin  other  than  the  sovereign,  and  of 
a  smaller  denomination,  would  in  course  of  time,  when 
seriously  depreciated,  be  presented  in  exchange  for 
sovereigns,  because  ostensibly  they  would  all  remain 
legal  tender,  and,  therefore,  the  consequent  loss  would 
fall  entirely  on  the  Government. 

9403.  Taking  it  merely  from  the  point  of  view  of 
payments,  I  take  it  you  would  agree  that  perhaps  the 
10-rupee  coin  might  be  more  useful.  It  was  put  to  us 
by  one  of  the  previous  witnesses,  that  a  10-rupee  coin 
could  be  used  in  payment  of  a  great  many  amounts 
between  10  and  15  rupees  ? — ^I  think  the  10-rupee  coin 
possibly  would  be  more  generally  useful  than  the 
sovereign ;  but,  all  considerations  taken  together,  we 
prefer  the  sovereign. 

9404.  There  is  one  point  in  the  same  connection 
that  I  might  clear  up.  I  think  it  has  been  suggested 
that  there  can  be  no  demand  for  a  smaller  gold  coin  in 
India,  because  the  half-sovereign  has  never  been 
popular ;  but  my  recollection  is  that  the  half-sovereign 
has  .  never  been  made  available  ? — The  half-sovereign 
hardly  comes  to  India  at  all.  No  half-sovereigns  have 
come  from  Australia,  in  fact  I  do  not  know  that  they 
mint  them  in  Australia ;  and  the  half-sovereigns  that 
occasionally  come  from  Egypt  are  so  depreciated  that 
we  try  to  keep  them  out. 

9405.  So  that  the  absence  of  the  use  of  the  half- 
sovereign  in  India  is  no  guide  in  this  particular  case  ? — 
No,  because  we  have  no  general  experience  of  the  use 
of  the  half-sovereign. 

9406.  I  do  not  know  whether  you  would  like  to  add 
anything  to  what  you  said  about  the  gold  mints  with 
reference  to  the  attitude  which  the  Home  Treasury 
take  up  about  that  question  ? — ^I  have  been  asked  to 
say  that  the  Govenunent  of  India  think  that,  in  view 
of  our  very  large  experience  and  very  considerable 
success  in  minting  in  India,  it  would  be  a  graceful 
thing  if  my  Lords  of  the  Treasury  would  relax  the 
conditionfl  that  they  have  hitherto  imposed,  and  allow  our 
rdint  masters  to  coin  sovereigns,  under  any  supervision 
and  subject  to  any  assays  and  any  periodical  inspection 
that  they  may  see  fit  to  impose. 

9407.  (Chairman.)  In  contemplating  the  opening 
of  the  mint  how  do  you  propose  that  its  expenses 
should  be  met  ?  Will  you  charge  for  coinage  ? — No, 
we  do  not  suggest  that  there  should  be  any  seigniorage. 

9408.  You  are  aware  that  there  is  a  seigniorage  in 
Australia  P — Yes. 

9409.  On  what  ground  would  you  justify  coin- 
age in  India  without  seigniorage  ? — On  the  ground  of 
popularisation,  and  also  on  the  fact  that  oui-  mint  vrill 
be  an  extremely  inexpensive  one  if  we  are  allowed  to 
carry  it  out  on  the  lines  which  we  originally  suggested. 
I  thmk  the  last  estimate  I  saw  of  the  initial  expendi- 
ture is  only  3,000Z.  The  annual  expenditm'e  will 
depend  entirely  on  the  attitude  of  the  Treasury.  If  we 
are  allowed  to  carry  it  out  through  our  own  agency  we 
should  do  it  for  next  to  nothing. 

9410.  {Lord  Fdber.)  Do  you  think  you  would  be  able 
to  get  the  raw  gold  for  the  purposes  of  coinage  in 
India  ?■ — ^If  you  mean  the  raw  gold  produced  in  ddia, 
not  for  some  time. 

9411.  That  is  under  contract,  we  understand,  to 
come  to  England.    Do  you  think  that  it  would  gradu- 


ally come  to  you? — ^It  is  possible  that  on  the  com- 
pletion of  the  existing  contracts  they  might  consider 
our  terms. 

9412.  (Chairman.)  In  making  that  request  on  behalf 
of  the  Government  of  India,  have  you  in  your  own 
mind,  and  had  they  in  their  minds,  the  state  of  the  law 
in  England  at  the  present  time? — Quite  so;  they 
realise  the  difficulties  in  the  way  of  the  Treasury. 

9413.  They  realise  that  they  are  asking  for  a  change 
of  the  British  law  ?— Quite  so. 

9414.  (Mr.  Keynes.)  You  are  probably  aware  that 
the  English  mint  will  not  give  sovereigns  on  demand  to 
a  private  pei-son,  but  that  there  is  a  great  deal  of  delay 
involved  ? — Yes. 

9415.  So  that  in  practice  anyone  who  wishes  to  turn 
gold  into  sovereigns  takes  it  to  the  Bank  of  England, 
when  there  is  no  foreign  demand,  and  gets  31.  17s.  9d. 
not  31.  17s.  lOid.  ? — Yes,  I  am  aware  of  that. 

9416.  Are  you  proposing  that  the  Indian  mint 
should  charge  no  seigniorage,  but  should  give  sover- 
eigns on  demand  in  return  for  gold  and  so  underbid 
the  Home  mint  ? — No  that  is  not  our  object  at  aU. 

9417.  What  would  be  the  effect  of  your  action  ? — 
As  compared  with  the  present  condition  of  things  ? 

9418.  Is  it  your  intention  that  people  should  be 
able  to  get  sovereigns  for  gold  on  demand,  or  after  a 
very  short  time,  at  31.  17«.  lO^d.  ? — ^I  could  not  answer 
that  question,  because  I  have  no  idea  what  the  cost  of 
landing  gold  in  Bombay,  as  compared  with  the  cost  of 
conveying  it  to  the  Bank  of  England,  would  be. 

9419.  The  terms  that  you  offer  is  a  niatter  of  pro- 
found importance,  is  it  not,  when' you  are  considering 
whether  gold  wUlcome.'' — 1  think  it  is  not  a  matter  of 
the  very  highest  importance,  because  I  am  still  of  the 
opinion,  however  heretical  it  may  be,  that  the  opening 
of  a  mint  in  India  for  the  coinage  of  gold  will  not 
materially,  if  at  all,  per  se  increase  the  flow  of  gold 
into  India. 

9420.  If  you  can  buy  gold  in  London  at  31. 17s.  9id., 
we  will  say,  and  can  turn  it  into  sovereigns  in  India  on 
demand  at  31.  17s.  lO^d.,  that  will  be  a  very  important 
exchange  consideration  to  some  who  are  able  to  remit 
either  gold  bars  or  sovereigns  ? — Yes;  I  admit  it  would 
come  into  the  calculation. 

9421.  It  is  the  whole  point,  is  it  not;  whether 
you  get  any  gold  or  not  really  depends  upon  whether 
or  not  you  give  better  terms  than  the  Home  mint? 
— I  do  not  know  enough  about  the  gold  trade  to  say. 
I  am  always  rather  doubtful,  and  I  think  there  are 
many  other  considerations  such  as  freight,  insurance, 
-the  payment  of  obligations,  and  all  sorts  of  interna- 
tional trade  questions,  which  come  in  and  materially  in- 
fluence the  fact  whether  that  would  be  a  sufficient 
attraction  to  bring  gold  to  us  in  a  much  larger 
quantity  than  comes  at  present.  It  is  a  very  complicated 
question  which  I  should  be  veiy  sorry  to  answer  straight 
away  without  a  lot  more  knowledge. 

9422.  The  Government  of  India  have  not  con- 
sidered that  aspect  of  the  case  fully  ? — No,  they  have 
not  gone  into  it. 

9423.  (Mr.  Oillan.)  There  are  a  few  points  I  want 
to  trouble  you  about  in  connection  with  the  reserves. 
First  of  all,  about  the  location  of  the  gold  held;  I 
think  you  said  the  Gold  Standard  Reserve  should  be 
in  London  ? — Yes. 

9424.  I  want  to  ask  you  about  the  gold  belonging 
to  the  Paper  Gun-ency  Reserve  held  in  London.  We 
have  been  told  that  that  portion  of  the  Paper  Currency 
Reserve  originated  as  a  matter  of  giving  extra  Coun- 
cils— I  will  ask  about  that  when  I  get  to  the  question 
of  Councils.  The  second  reason  that  has  been  given 
for  it  is  that  the  gold  held  here  is  ready  for  con- 
version into  silver  and  it  is  near  the  source  of  supply 
of  silver.  Would  you  accept  that  as  a  reason  for 
holding  some  of  the  paper  currency  gold  here  in 
London  ? — ^Yes,  certainly.  That,  I  think,  was  one  of 
the  main  reasons  in  the  Government  of  India's  mind 
at  the  time  the  London  Currency  Chest  was  created. 

9425.  Another  reason  is  its  usefulness  for  exchange? 
— That  was  the  reason  stated  by  the  Secretary  of  State, 
and  accepted  by  us. 

9426.  I  think  you  suggested  yesterday  that  we 
could  not  very  well  count  on  it  for  that  pui-pose ." 1 
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should  like  not  to  fiount  on  it.  I  admit  that  as  long  as 
it  is  there  it  is  available  for  that  purpose,  hut  it  is 
impossible  to  predict  the  amount  which  may  be  there 
at  any  given  time,  and  consequently  we  would  be 
stronger  without  complicating  our  calculations  by 
considering  it. 

9427.  There  is  another  consideration  I  would  like 
to  put  to  you  in  the  same  connection  ;  I  think  what  we 
are  generally  .considering  is  a  crisis  in  exchange  ? — Tes. 

9428.  It  is  quite  possible,  is  it  not,  that  you  could 
have  a  crisis  that  would  lead  not  only  to  a  fall  in 
exchange,  but  to  a  run  on  the  Paper  Currency  Reserve  P 
— That  is  extremely  possible. 

9429.  And  that  is  a  contingency  which  you  would 
think  ought  to  be  provided  for  ? — Tes. 

9430.  If  it  arose,  the  funds  of  the  Paper  Currency 
ReseiTe  would  not  be  very  well  situated  in  England, 
being  removed,  so  to  speak,  from  their  base  ? — ^o 
large  amount  of  them. 

9431.  Is  that  a  consideration  that  weighs  with  you 
for  keeping  only  a  small  quantity  here  ? — Tes.  We 
always  have  pressed  for  moderating  the  amount  to  be 
kept  here. 

9432.  Then  with  regard  to  the  fiduciary  issues  of 
the  Paper  Currency,  I  think  yesterday  you  sketched  out 
some  sort  of  distribution  of  the  reserve,  so  much  in 
specie,  so  much  in  investments,  and  so  on? — I  made  a 
Very  tentative  suggestion  in  that  connection. 

9433.  What  I  wanted  to  ask  you  more  particularly 
there  was  on  what  sort  of  basis  should  the  propOi'tion 
of  specie  to  notes  be  ? — ^I  think  the  basis  should  be 
a  liberal  ratio  of  the  total  note  circulation. 

9434.  That  is  what  I  wanted  to  put  to  you,  because 
in  the  correspondence  between  the  Government  of 
India  and  the  Secretary  of  State,  when  an  increase  has 
been  proposed  in  the  investment  it  has  generally  been 
said  that  the  average  of  the  minimum  note  circulation 
of  the  last  three  years  has  been  so  much,  and  we 
therefore  consider  that  an  increase  in  investment  is 
justified  ? — They  have  done  that,  I  think,  really  on  the 
basis  of  exceeding  caution,  so  as  to  be  perfectly  on  the 
safe  aide.  Personally  I  should,  in  suggesting  any 
reconstruction  of  the  reserves,  be  perfectly  prepared  to 
base  our  calculations  on  the  total  circulation. 

9435.  Is  there  any  real  difEerence  in  your  opinion 
between  the  part  of  the  note  circulation  which  is  held 
by  the  public  and  the  part  which  belongs  to  the 
Grovemment? — ^No.  I  think  it  is  desirable  that 
Government  in  all  matters  connected  with  what  I 
may  call  their  Currency  Trusts,  or  their  Standard 
Trusts,  should  put  themselves  out  of  com-t,  or  rather 
that  they  should  treat  themselves  as  being  private 
creditors.  From  that  point  of  view  I  should  like  to 
see  the  notes  held  by  the  Government  treated_  m 
exactly  the  same  way  as  the  notes  held  by  the  pubhc. 

9436.  The  currency  note  is  not  legal  tender  in 
payments  by  Government,  is  it  ? — No. 

9437.  So  that  if  you  had  any  trouble  affecting  the 
stability  of  the  Paper  Currency  Reserve,  you  might 
have  a  position  in  which  the  Government  would  require 
to  cash  the  notes  held  by  itself  in  order  to_  get  the 
coin  to  make  its  payments  with  ?  —  It  is  qaite 
conceivable. 

9438.  I  take  it  that  very  much  the  same  considera- 
tions would  apply  to  that  part  of  the  paper  circulation 
which  would  not  be  held  by  the  public  ?— I  entirely 
agree 


9439  I  do  not  think  any  questions  were  put  to  you 
about  the  silver  branch  of  the  Gold  Standard  Reserve. 
Have  you  anything  to  say  about  the  need  for  that,  or 
the  possibiUtyof  its  abolition?— I  am  much  obUged 
to  you  for  bringing  that  point  forward,  as  that  was 
one  of  my  instructions.  The  Government  of  In^a 
are  anxious  to  maintain  the  silver  holding  m  the 
Gold  Standard  Reserve,  because  they  consider  that  it 
emphasises  the  fact  that  we  need  a  reserve  of  six  crores 
to  make  up  the  difference  between  the  slack  season 
balances  and  the  busy  season  balances.  They  also 
believe  that  the  depletion  of  this  reserve  would  be  a 
vivid  warning  for  the  necessity  of  fresh  coinage,  and 
they  feel  that  that  silver  is  conveniently  placed,  because 
it  could  be  temporarily  exchanged  for  gold  without 


having  the  effect  of  overloading  the  Paper  Currency 
Reserve  with  gold.  That  is  the  view  which  I  am 
instructed  to  place  before  the  Commission. 

9440.  A  sufficient  number  of  rupees  can  be  pro- 
vided, can  it  not,  within  the  Paper  Currency  Reserve  ? 
— Personally,  I  think  the  original  circumstances  which 
necessitated  the   creation  of    this  silver  branch  are 
not  nearly  so  powerful  as  they  were.     Ai   that  time 
there  was  a  low  note  circulation,  and  the  fact  of  the 
matter  was  that  any  reserves   of  rupees  which  were 
required  could  not  be  conveniently  held  in  the  Paper 
Cun-eney  Reserve.     Now,  the  circulation  has  increased 
so  enormously  that  I  am  personally  rather  disposed  to 
think    there    might  be   little    real    inconvenience  in 
abolishing   this   silver   branch    altogether,   and  there 
might  also  be  some  advantage  in  view  of  the  constant 
criticism  to  which  we  have  been  exposed,  the  constant 
suggestions  that  we  have  been  juggling  with  it,  and  the 
difficulty  of  the  ordinaiy  man  in  the  street  in  under- 
standing what  on  earth  a  large  holding  of  silver  has 
got  to  do  with  a  Gold  Standard  Reserve. 

9441.  So  the  balance  of  advantage  would  be,  in 
your  opinion,  in  transferring  the  rupees  now  held  in 
the  Gold  Standard  Reserve  to  the  Paper  Cun-ency 
Reserve,  and  strengthening  the  gold  portion  of  the 
Gold  Standard  Reserve  ? — ^I  personally  hold  that  view, 
but  I  am  running  away  from  my  instructions. 

9442.  {Chairman.)  In  the  instructions  which  were 
delivered  to  you,  did  the  Government  of  India  develop 
their  idea  more  fully  than  you  have  done  in  answering 
Mr.  Gillan  ? — No ;  I  think  I  have  given  all  the  essential 
arguments  that  they  entrusted  me  to  state  to  you.  I 
have  the  precise  papers  herfe. 

9443.  (Mr.  Keynes.)  This  vivid  warning  which  they 
spoke  of,  I  presume  was  not  for  the  benefit  of  anybody 
but  themselves  ? — Only  for  themselves. 

9444.  {Mr.  Gillan.)  It  has  been  suggested  to  us 
that  there  should  be  an  amalgamation  of  the  Paper 
Cun-ency   and    Gold    Standard    Reserves;    have  you 
anything    to    say    upon    that? — On    this    point    the 
Government  of  India   have   had  no  warning;   it  has 
never  been  a  proposal  before  them,  and  as  far  as  I 
know  they  have  never  considered  it.    It  is,  I  think, 
possible  that  in  the  ultimate  resort,  and  always  assum- 
ing that  you  have  a  very  large  holding  of  liquid  gold, 
the  two  reserves  might  be  combined,  but  I  am  sure 
that  the  Government  of  India  would  be  disposed  to 
ask  that  the  proposal  should  not  be  pressed.    As  I  say, 
they  have  had  no  warning  of  it,  and  it  is,  I  think, 
unquestionable  that  public  opinion  would  not  be  a,t  all 
ready  for  it,  nor,  indeed,  have  I  seen  any  statement  of 
any  practical  advantage  which  has  been  claimed  for 
the  proposal.    I  think  myself  that'  the  public  would 
greatly  dislike  any  confusion  between  the  two  distinctly 
separate  purposes  which  these  reserves  fulfil.     There 
is  the  further  consideration  that  if  the  Gold  Standard 
Reserve  is  going  to  be  p^laced  under  Statutory  regula- 
tion we  should,  according  to  present  arrangements, 
have  two  separate  laws  governing    two    inseparaUe 
branches   of   one   amalgamated    reserve.      We   might 
also  have  a  conflict  of  views  between  the  Government 
of    India     which    administers    the     Paper    Currency 
Reserve  for  the  greater  part,   and  the  Secretary   of 
State,   who    would    administer    the    Gold    Standard 
portion   of  the   reserve.     Therefore,   there   are   grave 
disadvantages  obvious  on  the  face  of  the  proposal  and 
no  advantages  aUeged  for  it,  so  far  as  I  know. 

9445  Tou  have  mentioned  this  matter  of  the 
regulation  of  the  Gold  Standard  Reserve  I  think  you 
said  yesterday  on  that  question  that  the  only  pomt 
which  suggested  itself  to  the  Government  of  ^dia  as 
calling  for  regulation  was  some  provision  that  the 
funds  of  the  Gold  Standard  Reserve  should  not  m  aay 
case  be  devoted  to  any  other  object  ?-It  is  the  great 
desire  of  the  Govemiient  of  India  that  tha-t  should  be 
clearly  and  emphatically  and  authoritatively  stated. 

9446  There  are  two  other  points  that  have  been 
sug-ested  to  us  as  calling  for  regulation ;  one  was  that 
a  definite  obligation  should  be  undertaken  by  the 
Government  of  India  to  support  exchange  at  a 
minimum  rate;  do  you  think  they  could  undertake 
that  obUgation  ?— The  minimum  rate 
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9447.  Being  the  ordinary  rate  ? — I  doubt  if  we  are 
in  a  strong  enough  position  to  make  it  a .  punishable 
offence  if  we  failed  to  do  it,  so  to  speak. 

9448.  The  idea  was  that  it  would  give  us  a  sense  of 
certainty  in  case  any  other  crisis  came  along,  and  the 
complaint  was  that  the  public  were  not  quite  certain 
what  Government  could  do,  and  they  would  like  it  very 
definitely  recognised  in  some  form  ? — ^I  should  rather 
see  that  done  in  another  way  than  by  law. 

9449.  By  notification  ? — Tes.  We  have  done  it 
already  practically,  and  we  .can,  of  com-se,  emphasise 
it  from  time  to  time  in  many  ways.  I  should  rather 
dislike  to  see  it  established  by  law. 

9450.  The  third  point  was  that  a  certain  minimum 
should  be  laid  down  for  the  gold  holding  in  the 
reserve  F — We  should  like  to  see  that,  but  at  the  same 
time  I  think  that  that  purpose  could  also  be  perfectly 
well  served  by  a  rule  made  by  the  Secretary  of  State 
in  Council. 

9451.  Without  statutory  regulation  ? — Without 
statutory  provision. 

9452.  With  respect  to  Council  bills,  there  is  a 
point  of  principle  that  I  want  to  ask  you  about ;  it 
seems  very  important,  and  I  would  like  to  take  your 
opinion.  It  has  been  put  forward,  I  do  not  know  as  a 
justification,  but  as  an  explanation  at  any  rate,  of  the 
amount  of  Council  bills,  that  they  were  given, -or  have 
been  given,  largely  in  the  interests  of  trade.  Another 
view  is  that  they  ought  to  be  given,  and  have  really 
been  given,  only  to  supply  funds  to  the  Grovenmient. 
On  those  alternatives,  what  would  be  your  view? 
— There  seems  to  me  to  be  only  one  possible  answer  to 
that.  The  Secretary  of  State  can  only  draw  bills 
on  the  Government  of  India's  treasury  in  order  to 
meet  his  requirements  present  or  anticipated.  It  is 
inconceivable  that  he  should  di'aw  for  any  other  pur- 
pose. He  may,  it  is  quite  true,  convenience  trade  by 
drawing  above  his  immediate  requirements,  provided 
always  that  he  has  the  utilisation  of  the  extra  funds 
in  anticipation ;  but  unless  he  has  that  confident 
anticipation,  it  seems  to  me  that  he  would  be  drawing, 
in  order  to  benefit  trade,  money  which  belongs  to 
India,  and  keeping  it  permanently  as  an  investment  in 
London  for  no  particular  pui-pose.  I  think  that  would 
be  indefensible ;  it  would  either  mean  that  we  were 
overtaxing  India,  or  that  we  were  overdrawing. 

9453.  It  comes  to  this,  that  it  really  proceeds  on 
the  assumption  that  the  requirements  of  the  Secretary 
of  State  are  his  immediate  requirements  and  no  other  ? 
—Tes. 

9454.  I  thiuk  you  included  future  requirements  ? 
—I  did. 

9455.  The  reduction  and  avoidance  of  debt  the 
investment  .of  temporary  surpluses,  or  anything  of 
that  sort  ? — I  should  accept  as  a  pennissible  subject 
for  Council  bills  any  liability  which  the  Secretary  of 
State  anticipates  that  he  would  be  able  to  meet, 
within  a  reasonable  time,  on  terms  of  at  least  an 
equal  advantage  with  those  which  he  would  have 
secured  by  waiting  until  the  liability  occurs. 

9456.  As  long  as  the  amount  of  Council  bills  is 
restricted  to  the  amoimt  of  'the  Secretary  of  State's 
requirements,  as  you  have  defined  them,  so  long  you 
would  say  that  the  operation  of  drawing  council  bills 
does  not  amount  to  an  interference  with  exchange  ? — 
That  is  so. 

9457.  Or  to  an  interference  with  the  flow  of  gold  to 
India,  or  anything  of  that  kind  P^Quite  sh. 

9458.  Would  you  be  in  favour  of  the  suggestion 
which  has  been  made  to  us,  to  sell  Council  biUs  either 
at  a  fixed  rate  or  not  below  a  certain  minimum  rate,  say 
not  below  Is.  id.  ? — I  should  not  favour  the  sale  of 
Councils  at  a  fixed  rate  unless  you  are  prepared  to  sell 
without  limit,  which  is  inexpedient.  As  regards  the 
1«.  4d.,  the  Government  of  India  have  from  time  to  time 
taken  exception  to  the  sale  of  bills  materially  below 
that  figure,  and  I  think  the  general  feeling  is  that  so 
long  as  the  Secretary  of  State  keeps  in  touch  with  the 
market  and  prevents  any  action  of  his  from  reducing 
exchange  below  the  gold  point,  and  secures  the  total 
of  his  requirements,  and  does  not  obstruct  the  reason- 
able flow  of  gold  into  India,  the  system  is  not  opeji  ^o 
criticism.' 


9459.  And  it  is  not  necessary  to  limit  him  to  selling 
at  not  less  than  1«.  4d.  ?— I  should  not  think  so.  _ 

9460.  There  may  be  circumstances  in  which  it  may 
be  desirable  that  he  should  do  so  ?— There  may  be. 

9461.  What  would  you  wish  to  say  with  regard  to 
the  accusations  of  excessive  coinage  and  the  redundant 
rupee? — I  wish,  if  the  Commission  will  allow  me, 
to  explain  the  feeling  of  the  Government  of  India 
in  regard  to  the  suggestion  .  that  it'  has  saturated 
the  country  with  rupees,  or  at  least  provided  the 
country  with  rupees  in  excess  of  the  real  require- 
ments of  the  country.  It  has  been  said,  for  instance, 
that  the  Government  of  India  from  time  to  time 
made  wild  plunges  in  coiuage,  that  it  has  lost  its  head, 
and  various  other  uncomplimentary  suggestions  of 
that  sort  have  been  made.  In^  regard  to  that,  the 
Government  of  India  would  like  to  explain,  first  of  all, 
that  heavy  coinage  by  no  means  denotes  saturation, 
and  until  the  saturation  point  is  reached  (with  all  reserve 
as  to  the  quantitative  theory  of  prices)  the  Government 
do  not  feel  that  there  is  any  evidence  that  their  opera- 
tions have  affected  prices  or  produced  evil  results  in 
other  ways.  I  doubt  if  it  has  been  fully  understood,  as 
I  tried  to  mention  this  morning,  how  vast  are  the  areas 
in  India  which  are  yet  practically  untouched  by  coinage  in 
the  modem  sense,  what  large  masses  of  population  there 
aie  scattered  about  India  who  are  entirely  unfamiliar 
even  with  rupees,  how  far  payments  are  made  in  kind, 
how,  far  purchase  by  barter  still  prevails.  The  feeling 
is  that  until  those  areas  have  been  provided  with 
currency,  it  is  impossible  to  talk  about  saturation  or 
redundancy..  Also,  it  is  felt  that  the  average  amount 
of  rupees  held  by  individuals  is  bound  to  increase  as- 
the  standard  of  comfort  rises,  which  it  is  doing,  I  am 
happy  to  say,  every  day.  In  the  second  place  the 
Government  of  India  would  like  it  to  be  clearly 
recorded  that  it  by  no  means  follows  that  all  the  rupees 
which  they  coin  go  automatically  into  circulation  at 
once.  There  is  not  a  single  new  rupee  issued  in  India 
exceptlon;demand,  either  for  the  payment  of  Council  bills 
or  for  issue  in  exchange  for  gold.  In  neither  of  those 
circumstances  could  the  mpees  be  refused.  Assuming 
that  we  have  over-coined,  all  that  happens  is  that  the 
residuum,  the  amoimt  which  is  not  demanded  either  in 
payment  of  councils  or  in  exchange  for  gold,  only  lies 
in  our  reserves  until  it  is  demanded  for  actual  circu- 
lation. ■  I  think  I  might  alniost  go  further  and  say 
even  that  thereby  no  great  harm  is  done,  because  no 
interest  is  lost  on  it.  If  the  silver  were  not  stowed 
away  in  our  mints,  it  would  only  be  changed  into 
another  form — it  woxdd  be  changed  into  the  form  of 
gold,  which  would  be  earmarked  in  the  Bank  of 
England.  So  that  our  whole  feeling,  and  our  whole 
conviction,  and  our  whole  argument  throughout  all 
this  controversy  has  been  that  the  issue  of  coin  is 
entirely  automatic,  and  that  it  depends  entirely  on  the 
response  which  we  have  to. give,  and  must  give,  to  the 
demands  of  trade.  If  the  trade  gets  too  many  rupees, 
if  it  over-estimates  its  own  needs,  then  Nemesis  comes 
in  time  and  the  rupees  come  bacls:  to  us,  and  we  have 

•  to  give  gold  in  exchange.  Therefore,  from  that  point 
of  view,  we  do  deny,  and  we  deny  with  considerable 
earnestness,  the  accusation  of  having  produced  any- 
thing in  the  way  of  redundancy  of  rupees  in  the 
offensive  term. 

9462.  Ton  would  say  that  a  redundancy  of  the 
rupee  circulation  which  may  arise  at  any  time,  would 
only  continue  if  the  Government  failed  to  give  gold 
for  the  rupees  given  back  to  them  ? — Quite  so. 

9463.  As  a  matter  of  fact,  the  maintenance  of 
exchange  is  a  sufficient  proof  that  the  rupee  has  not 
been  redundant  ?— I  certainly  think  so. 

9464.  In  any  case  the  amount  of  rupees  going  into 
circulation  does  not  depend .  on  the  discretion  of  the 
Government  ? — No. 

9465.  {Mr.  Keynes.)  In  this  connection,  is  there  not 
rather  a  different  charge  ?  Is  it  not  suggested  that  the 
right  policy  for  the  Government  of  India  is  to  have  no 
more  rupees  in  their  reserve  than  they  want  ?  They 
want  to  have  as  much  sterling  and  other  resources  that 
they  can  easily  exchange  abroad  as  they  can  ;  and  is 
not  the  charge  that  they  have  on  some  occasions  filled 
up  their  reserves  with  silver  to  a  greater  extent  than 


MINUTES   OF  EVIDENCE. 


27 


24  October  1913.] 


Sir  James  S.  Meston,  k.c.s.i. 


[^Continued. 


was  wise  or  reasonable  P — I  have  not  seen  it  in  ttat 
form.  _  The  charge  which  is  presented  to  us,  particu- 
larly in  the  legislative  councils,  is  that  we  have 
saturated  the  country  with  rupees,  and  consequently 
raised  prices.  That  isthe  charge  which  hits  us  hardest, 
because  we  do  not  believe  that  it  is  true. 

9466.  Would  you  agree  that  it  is  a  right  policy  for 
the  Grovemment  of  India  to  have  no  more  i-upees  in 
their  reserves  than  are  necessary  ? — I  quite  agree,  and 
that  is  the  whole  policy  of  the  new  theory  of  the 
regulation  of  coinage  which  I  was  explaining  yesterday. 

9467.  Tou  would  be  of  opinion  that  the  Govern- 
ment of  India  ought  to  be  exceedingly  cautious  in  the 
coinage  of  fresh  silver,  and  not  work  more  ahead  of 
requirements  than  is  absolutely  necessary  ?  —  I  am 
entirely  of  that  opinion. 

9468.  {Sir  Shapurji  Broacha.)  I  suppose  when 
they  charge  the  Government  of  India  with  coining 
redundant  rapees,  many  of  them  forget  that  wages  in 
India  have  very  much  risen  in  the  last  10  years,  so 
much  so  that  the  people  have  one  rupee  more  in 
their  pockets  than  they  had  before  ?^ — That  is  a  very 
important  point. 

9469.  Again,  when  they  say  there  is  a  redundancy 
of  rupees  or  anything  like  that,  they  do  not  see  that 
the  population  lias  increased,  and  that  they  have  to 
carry  their  cash  in  their  pockets,  because  there  are 
no  banks.  Therefore,  in  Ilidia  it  would  take  a  very 
long  time  before  rupees  would  become'  redundant  P — I 
believe  so. 

9470.  {Mr.  Gillan.)  Would  you  like  to  say  anything 
about  the  relations  between  the  India  OflB.ce  and  the 
Government  of  India  ? — I  should  be  very  glad  to  do  so, 
because  I  think  there  have  been  suggestions  in  the 
Press  of  grave  and  serious  discrepancies  between  the 
two  authorities.  In  the  first  place,  the  Government  of 
India  have  never  for  one  moment  forgotten  their  sub- 
ordination to  the  Secretary  of  State  in  Council,  and 
through  him,  to  Parliament.  That  there  have  been 
differences  of  view,  and  that  those  differences  have  some- 
times been  pressed  with  considerable  vigour  is,  I  think, 
in  the  circumstances  not  unnatural  ;  but  I  should  like 
to  explain  that  any  misunderstandings  have  very 
largely  disappeared,  that  the  authorities  novr,  I  think, 
work  in  a  very  remarkably  harmonious  co-operation. 
The  position  of  the  Government  of  India  in  dealing 
with  questions  of  finance  pure  and  simple  is  in .  some 
respects  a  little  diflB.cult.  It  has  to  face  a  great  deal  of 
criticism  in  India  which  is  entirely  different  from  the 
criticism  to  which  expression  is  given  in  England  or  in 
Parliament.  The  strong  national  feeling  for  instance, 
in  India,  as  shown  by  "  India's  gold  for  India  "  and 
phrases  of  that  sort, presses  uponus  very  differently  from 
what  it  does  upon  the  Secretary  of  State  in  Council. 
We  are  constantly  being  told  that  we  have  been 
bolstering  up  the  ineflicient  gold  reserves  of  London 
from  a  selfish  point  of  view ;  that  we  have  been  raising 
prices  by  coining  silver  when  it  was  unnecessary ;  that 
we  have  been  giving  London  cheap  credit  and  giving 
no  assistance  to  the  trade  of  India  ;  also  that  we  have 
been  helping  other  countries  with  our  gold — not 
England  but  other  countries  —  through  the  inter- 
national agency  of  London ;  and  that  we  have  been 
parties  to  allowing  the  taxpayers'  money  in  India  to 
be  used  by  the  Bank  of  England  as  an  excuse  for  not 
raising  their  rates,  and  so  on.  All  these  accusations 
come  to  us  at  very  close  range.  We  are  not  a  secluded 
body  in  any  sense,  but  we  are  exposed  to  the  most 
direct  and  immediate  intercourse  with  very  acute 
critics.  Although  I  should  be  the  last  to  complain  of 
that,  and  the  first  to  welcome  it,  still  I  do  rather  feel  • 
that  at  one  time  in  our  experiences  in  this  matter  we 
had  not  the  knowledge  of  what  the  Secretary  of  State 
was  doing,  or  rather  of  the  principles  which  underlay 
his  action.  When  I  went  into  the  finance  department 
first  there  was  no  practice,  or  almost  no  practice,  of 
confidential  and  non-official  communication  between  us 
and  the  India  Office.  There  was  some  irritation  of 
feeling.  We  got  from  the  Secretary  of  State  short  dis- 
patches on  questions  of  great  financial  principle,  which 
we  should  have  been  very  glad  to  have  understood 
better,  and  to  have  thrashed  out  more  fully  with  the 
authorities  in  London,  who  presumably  were  in  closer 


touch  with  the  difficulties  than  we  were.  It  also  has 
to  be  remembered  that  in  the  Secretariat  in  India  we 
are  extraordinarily  busy  people.  We  have  not  got 
anjrthing  like  the  trained  competent  staff  that  a  public 
office  in  London  has,  and  we  have  got  thousands  of 
other  things  to  do  besides  these  questions  of  pure 
finance.  It  is  quite  possible  that  we,  in  the  hurry, 
failed  to  seize  some  of  the  delicacies  of  the  Secretary 
of  State's  arguments.  All  these  tendencies  rather 
meant  cross-purposes  at  times,  and  did  lead  to 
cross-purposes,  and  there  are  records  of  disputes  on 
such  points  as  the  proper  form  of  utilising  the  silver 
in  the  Gold  Standard  Reserve — whether  it  ought 
to  be  utilised  as  a  loan,  or  whether  it  ought  to  be 
utilised  against  investments  in  England.  In  regard 
to  those  particular  points,  I  confess  I  think,  reading 
the  papers  over  again,  that  we  were  both  right ;  we 
both  had  different  points  of  view  which  the  other  side 
did  not  see.  But  what  I  am  asked  by  the  Government 
of  India  to  say,  and  what  I  should  like  to  put  on  record, 
is  that  that  period  of  misconception  has  very  largely 
disappeared,  partly  due  to  better  personal  acquaintance 
and  personal  relations,  and  also  partly  due  to  the 
larger  and  more  extended  system  of  non-official 
explanatory  correspondence  in  supplement  of  the 
official  dispatches  which  pass  between  the  two 
Governments. 

9471.  {Sir  Ernest  Cable.)  Yesterday,  in  reply  to  the 
chainnan,  on  the  question  of  the  gold  standard  reserve, 
you  suggested  that  there  should  be  no  limit  placed 
upon  the  accumulation  of  that  reserve,  and  this  morn- 
ing, in  reply  to  Sir  Shapurji,  you  said  a  limit  from 
time  to  time  should  be  considered ;  therefore  I  imagine 
that  you  recognise  that  there  is  some  sort  of  measure 
by  which  the  size  of  this  reserve  should  be  determined, 
and  that  it  should  not  be  altogether  accumulated  to  any 
extent  ? — Yes.  When  I  said  there  should  be  no  limit  I 
meant  there  should  be  no  fiuality  about  it.  From  time 
to  time  we  must  have  a  limit  to  work  up  to,  and  I  quite 
agree  with  you  that  it  would  be  a  very  good  thing  if 
we  could  have  some  defined  standard  by  which  we  could 
regulate  our  temporary  limit  from  time  to  time  as  we 
go  along.  That  standard  generally  has  been  regarded 
in  the  past  as  something  bearing  a  relation  to  the 
.Secretary  of  State's  home  charges. 

94V2.  Do  you  consider  the  reserve  would  be  adequate 
if  the  Secretary  of  State  were  to  accumulate  liquid 
funds  up  to  two  years  of  his  requirements  ? — I  think 
that  would  be  adequate.  The  30  millions  which 
I  suggested  was  based  on  a  calculation  by  a  formula 
of  the  Government  of  India's  own  devising,  that  the 
standard  reserve  in  London  should  be  adequate  to 
meet  at  least  half  of  the  home  charges  for  a  period  of 
three  years.     You  go  a  little  further. 

9473.  {Chairman.)  Did  the  Government  of  India  at 
the  time  that  they  formed  or  expressed  that  opinion,  give 
any  indication  of  their  view  as  to  the  amount  of  the 
30  millions  which  should  be  in  liquid  gold  ? — I  do  not 
think  so.  I  think  all  that  they  have  done  is  to  press  for 
an  adequate  amount  in  liquid  gold. 

9474.  Would  you  care  to  be  any  more  definite,  or 
would  you  prefer  to  leave  it  at  that  P — I  shoidd  be  very 
glad  to  see  permanently  a  third  at  least  of  the  total 
amount  held  in  liquid  form. 

9475.  {Lord  Faber.)  Do  you  think  that  is  enough  ? 
— What  I  feel  is  that  if  jov  have  a  reserve  of  30  millions 
with  10  millions  in  liquid  gold,  that  would  enable  you 
to  meet  what  we  call  reverse  councils  for  a  period  of 
three  or  four  months,  and  that  would  be  possibly  long 
enough  to  enable  the  Secretary  of  State  to  realise  the 
very  much  larger  volume  of  short-term  securities  and 
short  loans. 

9476.  Going  back  to  1907-8,  you  wanted  a  great 
deal  more  than  10  millions  of  gold  then,  did  you  not  ? 

Yes,  we  did.     My  point  was  rather  this  :  If  we  had 

10  millions  of  gold,  and  assuming  that  the  reverse 
councils  came  to  about  half  a  million  a  week,  as  they 
did  on  one  occasion,  that  would  take  you  on  for  20 
weeks,  that  is,  five  months.  In  the  interval,  unless 
there  is  some  great  and  long-spread  crisis  in  London 
as  well  as  in  India,  presumably  the  Secretary  of  State 
would  be  able  to  raise  a  great  deal  more  gold  by  selling 
short  obligations. 
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9477.  If  I  remember  rightly,  there  was  an  American 
crisis  in  1907-8 ;  if  that  crisis  had  been  in  London 
instead  of  in  America,  yon  would  have  found  a  great 
deal  more  difficulty  than  you  did  in  getting  gold  ? — Of 
course,  I  should  be  the  last  to  quarrel  with  an  ade- 
quate security ;  I  have  only  been  trying  to  put  the 
minimum. 

9478.  {Mr.  Gladstone.)  Ton  made  some  reference  to 
a  recent  proposal  of  the  Government  of  India  to  ad- 
vance perhaps  up  to  three  crores  from  their  surplus 
balances  to  the  Presidency  banks  at  times  of  pressure ; 
would  you  care  to  say  anything  about  the  rate  of 
interest  ?  It  has  been  represented  to  us  here  that  the 
bank  rate  is  no  use  to  the  Presidency  banks,  and  that 
they  have  not  been  willing  to  take  advantage  of  that 
rate  ? — May  I  just  refer  to  the  draft  despatch*  which 
they  gave  me — ^I  had  not  this'  before  me  when  I 
answered  the  original  question.  The  Government  of 
India's  most  recent  proposal  is  a  proposal  dated  some 
day  in  September,  and  I  find  on  referring  to  the  draft 
which  I  now  have,  that  they  contemplated  loans  up  to 
an  extent  of  three  millions — ^I  was  wrong  in  saying 
three  crores — and  that  as  regards  interest,  they  recom- 
mended that  it  should  ordinarily  be  from  1^  per  cent, 
to  2  per  cent,  below  the  current  bank  rate.  I  am  not 
aware  what  orders  the  Secretary  of  State  has  passed 
on  this  recommendation.* 

9479.  In  reference  to  the  suggestion  of  isstiing 
short  term  bearer  bonds,  known  here  as  floaters,  you 
explained  that  you  thought  they  might  interfere  with 
the  securities  issued  by  other  corporations,  but  I  would 
suggest  that  the  rate  of  interest,  and  the  price  of  issue 
might  be  so  arranged  that  they  would  not  give  a 
better  return  to  investors  than  the  3J  per  cent,  paper ; 
but  they  would  be  attractive  because,  being  short-term, 
there  would  be  very  slight  fluctuations  in  the  price, 
and  they  might  be  held  by  bankers  and  others  who  at 
present  do  not  hold  the  3J  per  cent,  paper  because  of 
the  considerable  market  fluctuations  that  are  unavoid- 
able ? — I  am  sure  the  Government  of  India  would  be 
very  glad  to  consider  that  suggestion. 

9480.  I  would  point  out  that  it  might  be  an  assist- 
ance ia  them,  as  they  would  have  different  types  of 
security,  just  as  our  Government  here  have  ? — Thank 
you. 

9481.  In  reply  to  the  Chairman  in  regard  to  the 
up-country  treasuries,  you  expressed  the  opinion  that 
they  were  carefully  watched,  I  think;  but  it  has  been 
pointed  out  that  there  have  been  great  improvements, 
such  as  much  greater  railway  facilities  and  telegraphic 
facilities,  and  one  would  have  thought  that  they  would 
have  enabled  smaller  balances  to  be  kept,  whereas  the 
tendency  seems  to  be,  as  you  rather  said  yesterday 
would  be  the  case,  for  them  to  increase  ? — ^I  think  if 
you  look  at  the  transactions  of  the  Government  of 
India  for  a  period  of  years,  and  take  the  aggregate 
transactions — that  is,  take  the  total  balance  sheet — 
you  will  see  that  it  might  fairly  be  said,  where  com- 
parison is  possible,  that  they  have  advanced  more 
rapidly  than  the  improvement  in  communications,  and 
that  our  work  is  appreciating  faster  than  the  facilities 
for  the  movement  of  coin. 

9482.  Do  you  think  the  most  modem  methods  are 
taken?  For  instance,  would  the  Comptroller-General, 
or  whoever  attends  to  this,  get  these  returns  by  wii-e 
on  fixed  days,  or  would  it  be  a  question  of  waiting  for 
letters  and  reports  which  may  take  several  days  in 
transit  ? — He  does  get  them  by  wire  now. 

9483.  We  understand  that  the  Government  of  India 
ai'e  preparing  certain  data  to  show  us  the  working  of 
some  of  these  treasuries,  but  of  that  perhaps  you  have 
not  heard  ? — They  have  not  entmsted  it  to  me. 

9484.  {Mr.  Grillan.)  Suppose  you  have  a  limit  fixed 
as  regards  the  gold  standard  reserve ;  if  you  reach  that 
limit  and  the  coinage  of  rupees  continues,  the  accum- 
ulation in  the  reserve  is  stopped  ? — Except  as  regai-ds 
interest. 

9485.  Possibly  as  regards  interest ;  but  with  that 
exception  the  further  issues  of  rupees  are,  so  to  speak, 
uncovered  ? — Tes. 

9486.  You  have  got  no  insurance  against  them  .^ — 
That  is  so. 

*  Se.e  Appendix  XXXVII,  page  701. 


9487.  Does  not  that  rather  confirm  the  criticism 
that  is  brought  against  the  system  we  are  working 
under,  that  in  fact  it  is  a  managed  system  in  the  sense 
that  everythmg  depends  on  your  reserve,  and  the 
reserve  is  at  the  discretion  of  the  Govei-nment,  both 
with  regard  to  its  aggregate  and  with  regard  to  its 
constitution .' — I  agree  that  it  is  properly  described  as 
a  managed  system. 

9488.  Then  it  is  the  case,  is  it  not,  that  so  far  we 
reaUy  have  very  little  experience  of  this  system,  as  we 
have  only  got  1907-8  to  go  on  ? — Tes. 

9489.  Would  not  that  criticism  be  met  by  an 
answer  which  would  at  the  same  time  be  reaUy  sound,  if 
we  said  we  cannot  at  present  foresee  the  time  when  you 
can  name  a  limit  to  the  reserve  ? — Tes.  Sir  Ernest 
Cable's  question  was  what  measure  we  had  got  in  our 
mind,  and  he  suggested  a  measure  which  was  somewhat 
higher  than  the  Government  have  hitherto  held.  I 
think  the  Government  of  India  would  entirely  accept 
your  statement  of  the  position,  that  it  is  impossible 
to  lay  down  any  final  and  definite  maximum  for  the 
reserve. 

9490.  Then  you  would  rather  refrain  for  the  present 
from  stating  anything  as  a  limit — even  80  millions  ? — 
My  difficulty  is  that  we  are  not  stating  a  limit  to  what 
I  may  call  a  sympathetic  audience.  We  are  always 
endeavouring  to  get  a  somewhat  better  limit  to  the  one 
which  is  being  imposed  on  us  from  this  side. 

9491.  If  the  Commission  were  to  say,  as  I  said  just 
now,  that  we  do  not  at  present  foresee  the  possibility 
of  fixing  a  limit,  is  that  not  a  position  the  Government 
of  India  would  accept  ? — They  would  be  delighted  if 
the  Secretary  of  State  would  accept  that. 

9492.  {L(n-d  Faber.)  Do  you  not  thiuk  that  aU  the 
profit  which  is  made  on  silver  practically  should  go 
into  the  Gold  Reserve  ?  It  seems  to  me  that  if  the 
pendulum  swings  one  way  to-day  it  may  swing  the 
other  way  to-morrow,  and  gold  depreciate  and  silver 
appreciate  ? — I  think  the  ultimate  drain  on  the  reserve 
wiU  never  bear  any  very  large  relation  to  the  total 
circulation  of  rupees  in  India.  I  do  think,  whatever 
the  theory  may  be,  in  practice  it  wUl  be  related  more 
to  the  demand  of  international  trade,  that  is,  to  the 
balance  of  trade,  than  to  the  actual  amount  of  un- 
covered rupees,  and  consequently  I  would  not  go  quite 
so  far  as  your  statement  of  the  case. 

9493.  I  suppose  you  would  not  think  it  would 
never  be  possible  in  this  queer  world  of  ours  that 
silver  should  become  as  valuable  as  gold — ^I  can  con- 
ceive it,  you  know  ? — No,  but  I  think  we  are  getting 
near  to  the  days  of  Solomon — when  silver  was  of  none 
account. 

9494.  {Sir  Shapurji  Broaeha.)  The  rupee  in  India 
is  protected  to  the  extent  of  one-third,  and  do  we  not 
take  off  that  protection  in  regard  to  the  so-called 
redundant  rupees  when  we  stop  accumulating  gold  in 
the  Gold  Standard  Reserve  ? — Tes  ;  then  we  have  not 
got  absolute  and  complete  protection. 

9495.  Would  you  say  that  that  protection  should 
never  be  lost  sight  of  and  should  never  cease  ? — The 
question,  to  my  mind,  is  whether  the  whole  currency 
wants  protection. 

9496.  Ton  have  something  in  fiduciary  securities 
a,nd  so  on,  and  anyhow  it  is  protected  to  the  extent  of 
66  per  cent,  if  anything  happens  ? — Tes. 

9497.  Of  course,  accumulating  gold  in  the  Gold 
Reserve  implies  a  ready  and  certain  security  ?— I  quite 
agree. 

9498.  When  you  say  that  10.  millions  sterling 
should  be  m  liquia  gold,  you  mean,  of  course,  that  the 
other  20  millions  should  be  in  short-dated  and  other 
securities  ? — Tes. 

9499.  But  then,  suppose  there  is  a  war,  you  might 
not  be  able  to  sell.  Indeed  a  witness  here  has  told  us 
that  you  cannot  sell  high-class  securities  to  the  extent 
ot  10  milhons  P— I  fancy  there  would  be  some  con- 
siderable loss  in  the  event  of  a  tremendous  calamity 
of  the  sort  you  contemplate. 

9500.  Are  you  not  bound  to  get  absolute  security  of 
exchange  ?— I  confess  it  seems  to  me  somewhat  wasteful 
to  hold  the  whole  of  our  Gold  Reserve  in  sovereigns  per- 
manently shut  up  in  vaults,  and  I  think  the  additional 
interest  which  we   get  on  that  part  of  the  holding 
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which  is  invested  |s  a  rather  valuable  reserve,  so  to 
speak,  against  loss  on  realisation. 

9501.  Is  not  your  first  argument  sounder  than  now, 
when  you  said  that  other  nations  were  not  straining 
for  interest,  and  why  should  we  ? — That  was  certainly 
urged. 

9502.  You  know  that  the  Government  of  India 
have  changed  their  opinions  since  ? — I  do  not  think 
the  Government  of  India  have  changed  their  opinions. 
I  think  they  have  had  to  bow  to  necessity. 

9503.  Why  should  we  strain  for  interest  when  we 
want  to  make  absolute  security  for  exchange  ?  Why 
fix  a  limit  and  put  two-thirds  in  securities  because  the 
10  millions  would  not  last  you  for  six  months  ? — 
Perhaps  not. 

9504.  (Chairman.)  I  gather  that  you  will  not 
quarrel  with  any  recommendation  from  the  Commission 
which  tends  to  increase  security  ? — Certainly  not ;  that 
is  exactly  my  position. 

9505.  And  that  in  so  far  as  you  have  suggested 
any  limits,  they  have  been  minimum  limits  rather  than 
maximum  limits,  in  your  mind  ? — yuite  so. 

9506.  I  want  to  ask  you  a  question  in  connection 
with  the  relations  between  the  Government  of  India 
and  the  Secretary  of  State  in  Council,  as  to  which  you 
made  a  very  interesting  and  important  statement.  In 
the  course  of  the  examination  of  another  witness  it 
was  stated  by  him  that  the  probable  necessities  of  the 
coming  year  were  the  subject  of  detailed  correspond- 
ence between  the  Secretary  of  State  and  the  Indian 
Government,  and  that  in  anticipation  of  the  presenta- 
tion of  the  budget  the  needs  of  the  year  were  fore- 
casted, and  the  respective  parts  which  the  Government 
of  India  and  the  Secretary,  of  State  in  Council  were  to 
fill  in  meeting  them  were  settled.  So  that  at  the 
time  the  budget  was  introduced  it  had  been  arranged 
between  the  two  authorities  what  debt  it  would  be 
possible  to  pay  off  in  London,  if  any,  or  what  fresh  loans 
would  be  required  to  be  raised  there.  Suppose  the 
budget  year  turns  out  much  more  favourably  than 
had  been  anticipated  at  that  time,  it  might  alter' 
the  requirements.  The  growth  of  Indian  revenue 
might  render  unnecessary  borrowings  which  had  been 
contemplated  at  the  commencement  of  the  budget 
year,  it  might  enable  larger  sums  to  be  paid  off  than 
had  been  supposed  possible  at  that  time.  If  such 
a  state  of  things  arose,  do  you  think  that  under 
the  present  circumstances  the  possibility  is  necessarily 
brought  to  the  notice  of  the  Secretary  of  State  in 
Coimcil  by  the  Indian  Government  ? — -I  think  it  is. 
We  have  a  somewhat  elaborate  machinery  for  pre- 
senting to  the  Secretary  of  State  in  Council  the 
progressive  movement  of  our  finances. 

9507.  The  witness  whom  I  have  mentioned  was 
Mr.  Mitra,  who  told  us  that  returns  were  regularly 
sent  which  would  give  to  the  Secretary  of  State  all  the 
information  available  to  the  Indian  Government  at  the 
moment,  but  that  it  was  not  the  practice  for  the 
Secretary  of  State,  when  once  the  programme  had  been 
settled,  formally  to  consult  the  Government  of  India 
before  actually  a  new  loan,  for  instance,  was  issued  .'' — 
That  is  correct. 

9508.  I  think  there  has  been  evidence  to  show  that 
perhaps — ^I  am  speaking  now  from  memory — in  1911 
it  would  have  been  possible  for  the  Secretary  of  State 
to  pay  off  debt  which  he  in  fact  renewed,  and  again  in 
1912  to  have  avoided  the  issue  of  a  loan  in  London ; 
that  in  1911  the  budget  was  turning  out  so  much  more 
favourably  than  had  been  anticipated  that  by  the  time 
he  renewed  some  1^  million  of  debt  there  was  money 
available  to  pay  it "^  off.  Do  you  think,  if  it  were  a 
regular  practice  of  the  Secretary  of  State  to  invite  the 
opinion  of  the  Government  of  India  before  actually 
renewing  or  issuing  a  loan,  it  might  lead  to  greater 
economy  ? — ^I  certainly  do.  I  have  no  desire  to  criti- 
cise the  methods  "at  present  in  force,  but  I  would  like 


simply  to  say  this,  that  we  do  send  every  month  in- 
formation to  the  Secretary  of  State  which  might  enable 
him  to  judge  of  the  movement  of  our  cash  balances 
and  to  modify  his  programme  in  borrowing  accordingly. 
There  is,  however,  this  much  to  be  said  also,  that  in 
recent  years  the  Secretary  of  State's  practice  has  been 
to  raise  his  large  sterling  loans  immediately  at  the 
beginning,  or  even  a  little  before  the  beginning  of  the 
financial  year,  so  that  the  figures  before  him  then,  and 
the  only  figures  before  him  then,  are  our  own  budget 
estimate  of  the  situation. 

9509.  I  had  in  mind  a  particular  case  in  December 
1911,  when  there  was  a  million  or  so  of  Bills  renewed. 
I  think  there  has  been  a  good  deal  of  evidence  to  show 
that  experience  had  accumulated  by  that  time  which 
was  sufficient  to  render  that  unnecessary.  I  wondered 
whether  it  would  not  be  desirable  that  there  should  be 
a  formal  opportunity,  apart  from  anything  that  ma,j 
pass  in  private  correspondence,  for  the  Government  of 
India  to  express  an  opinion  on  occasion!?  like  that 
which  might  be  different  from  that  which  it  had  ex- 
pressed to  the  Secretary  of  State  before  the  opening 
of  the  budget  year  ? — ^With  regard  to  this  particular 
transaction  the  Government  had,  I  think  I  may  fairly 
say,  pressed  the  Secretary  of  State  to  consider  the 
possibilty  of  a  larger  withdrawal  of  India  biUs.  It  had 
done  so,  however,  at  the  beginning  of  the  budget  year, 
because  it  was  perfectly  convinced  that  the  year  was 
going  to  turn  out  a  great  deal  better  than  from  the  ways 
and  means  programme  it  appeared  the  Secretaiy  of  State 
imagined.  The  theory  always  has  rather  been  that  in- 
asmuch as  the  Secretary  of  State  leaves  us  to  advise 
him  and  accepts  our  advice  in  regard  to  the  state  of 
the  Indian  market,  so  we  ought  to  leave  him  very 
largely  without  any  criticism  in  regard  to  his  manage- 
ment of  the  home  market.  Nothing  that  I  have  said 
ought  to  be  taken  as  in  any  way  deprecating  a  much  more 
frequent  and  intimate  communication  between  the  two 
authorities  in  regard  to  the  progress  of  the  year's 
business. 

9510.  You  quite  agree  with  the  evidence  given  by 
Mr.  Mitra  to  the  effect  that  he  thought  some  freer 
communication  under  circumstances  of  that  kind  would 
be  useful  ? — I  quite  agree. 

9511.  I  want  to  turn  for  a  moment  to  a  question 
that  was  put  to  you  by  one  of  my  colleagues  and  to 
the  answer  which  you  gave  us.  You  were  asked,  I 
think,  if  the  Government  sold  Council  BUls  below  gold 
point,  would  they  be  encouraging  rupees  ?  And  your 
answer  was.  Yes,  in  the  sense  that  you  prevent  gold 
coming  in  ? — That  was  so. 

9612.  Suppose  the  Government  did  not  sell  Council 
Bills,  gold  would  go  in  ;  that  is  your  view,  is  it  not  ? — 
Yes,  so  long  as  exchange  is  favourable. 

9513.  I  want  to  know  what  you  think  would  be- 
come of  that  gold  when  it  got  to  India.  Would  it  be 
tendered  at  your  treasuries  for  exchange  into  rupees  ? 
— I  think  a  very  large  quantity  of  it  would  be. 

9514.  And  it  would  then  accumulate  in  your 
treasury  ? — It  would  be  to  a  large  extent  transferred 
from  the  treasuries  to  the  Paper  Currency  Reserve  for 
rupees  which  we  would  require  for  our  treasury 
purposes. 

9515.  And  if  it  accumulated  to  too  large  an  extent, 
you  would  have  to  ship  it  home  to  England  F — Yes. 

9516.  Do  you  not  think  then  that  the  practice  of 
the  Government  of  India  is  more  conducive  to  the 
necessities  of  India  ? — I  think  it  is  more  conducive  to 
the  interests  of  India ;  I  think  it  is  more  economical, 
and  I  think  it  gives  us  warning  of  our  commitments 
which  otherwise  we  should  not  have. 

9517.  And  you  approve  of  the  system  by  which  the 
Secretary  of  State  does  not  hold  out  for  an  absolutely 
fixed  figure  of  Is.  M.,  but  follows  the  market? — I 
personally  do. 


The  witness  withdrew. 
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9518.  (Ghainnan.)  Of  course,  we  all  know  you  have 
taken  a  great  interest  for  many  years  in  currency 
questions,  in  particular,  1  think,  in  the  past  develop- 
ments of  Indian  currency  questions  ? — Tes. 

9519.  You  have  offered,  in  a  communication  you 
sent  to  me,  to  make  a  statement  to  the  Commission 
which  may  be  the.  subject  of  any  questions  which  we 
may  wish  to  address  to  you  subsequently ;  I  should  be 
glad  if  you  would  make  that  statement  now? — If  I 
am  right,  the  Terms  of  Reference  to  your  Commission 
point  to  the  desirability  of  advising  whether  the 
proposals  of  the  Fowler  Committee,  which  were 
consequent  upon  the  findings  of  the  Herschell 
Committee,  are  "  conducive  to  the  interests  of  India," 
and  whether  the  departui-e  from  an  automatic  currency 
to  a  managed  cun-ency  is,  however  convenient  in  the 
book-keeping  department  of  the  Government  of  India, 
conducive  to  the  interests  of  the  whole  community. 
Although  I  am  quite  aware  that  there  is  something  to 
be  said  on  the  side  of  a  managed  currency,  it  seems 
to  me  that  its  disadvantages,  which  are,  to  my  Inind, 
growing  all  the  time,  vrill  inevitably  force  the  recon- 
sideration of  the  question  at  a  much  less  opportune 
moment  than  to-day.  I  would  just  say  this — in  any- 
thing I  say  about  either  the  Herschell  Committee  or 
the  Fowler  Committee  I  should  like  it  to  be  under- 
stood that  I  speak  with  respect  of  both  bodies,  but 
since  the  days  of  the  Herschell  Committee  we  have 
had  an  enormous  number  of  object  lessons  of  the 
utmost  importance  which  that  Committee  did  not 
have  for  its  guidance  as  we  now  have.  Tou  will  recall 
that  on  the  very  heels  of  the  report  of  the  Herschell 
Committee,  silver  fell  in  a  single  month,  June  1893, 
nearly  9(J.  Then  again,  there  was  an  awful  fall,  the 
greatest  fall  in  all  the  history  of  the  metal,  in  the 
year  1907-8 ;  silver  has  never  fallen  quite  so  fast  in  a 
period  of  16  months  as  it  did  then.  Therefore,  the 
Royal  Commission  sitting  here  has  had  opportimities 
of  studying  the  results  of  a  debacle  in  the  exchanges 
with  all  Asia  such  as  the  Fowler  and  the  Herschell 
Committees  did  not  possess. 

I  may  say,  as  you  were  good  enough  to  remark, 
that  1  have  taken  a  very  lively  interest  in  this  question 
from  the  first.    I  was  at  Washington  when  the  Bland 
Act  was  passed  in  1878  ;  I  heard  all  the  arguments  for 
and  against  silver.     I  came  to  the  conclusion  that  the 
prosperity  of  the  world's  trades,  our  western  trades  as 
well  as  A.sia's,  was  very  largely  contingent  on  steady, 
and,  I  believe  also,  high  rates  of  exchange  for  silver. 
After  all,  you  have   got  900  millions  of   people  who 
know  only  silver,  who   make   all  their  reckonings  in 
silver ;  and  if  that  exchange  falls  out  of  sight,  as  it 
has  fallen  time  after  time  in  the  last  25  years,  it  makes 
it  impossible  for  the  owners  of  silver  to  buy  gold  bills, 
and  thus  buy  our  goods.    Time  after  time  the  exchange 
for  silver  has  fallen  to  such  a  point  that  practically  all 
business   relations   of  the  importing   kind  with  Asia 
have  been  suspended.     I  will  take  the  lesson  of  1908, 
which   so   nearly   destroyed  your  new-fangled  Indian 
cxurency  system.     The  price  of  silver   fell  with  such 
rapidity  that  it  became  impossible  for  Bombay  to  sell 
to  China,  whereas  during  the  previous  two   years  the 
rates   of   exchange,   because   of  the   enormous    silver 
purchases   of    the  Government  of  India,  had  enabled 
"the  United  States  and  Europe  to  export  enormously  to 
Asia.     The  ships  were  running  out  from  the  various 
ports  on  the  Pacific  Coast  loaded,  because  the  rates  of 
exchange   were  so  high,  and  the  merchant  in  China 
was  enabled  to  buy  lumber  from  Oregon,  or  steel  rails 
or  cotton  goods  or  flour.      The  low  rates  at  which  the 
Orientals  bought  gold  exchange  on  any  of  those  Pacific 
ports,  or  on  New  York  or  Glasgow  or  London,  was 
such  that  the  export  trades  to  China  were  extremely 
brisk.     Then  the  Government  of  India,  having  bought 
actually  more  silver  than  was  being  produced  by  all 
the  silver  mines  in  the  world,  if  we  allow  for  the  con- 
sumption by  the  silversmiths,  went  clean  out  of  the 
silver    market;    and    the    result    was    the    greatest 
collapse    in    exchange    that   we    have    ever    known. 
Then  we  noticed    all    down  the  Pacific    Coast    that 
whereas  the  ships,  Mr.  Hill's  ships  for  instance,  had 


been  running  out   from   the   port   of    San   Francisco 
to  Asia  fall  and  had  been  returning  at  the  high  rate  of 
exchange  empty,  now  they  were  running  out  empty 
and  returning  with  full  cargoes  of  pig-iron.      Every 
sort  of  export  from  Asia  was  enormously  stimulated  in 
1908-9  by  the  great  fall  in  silver ;  the  exports,  as  we 
■  said,  of  pig-iron,  pigtails,  and  pigs  were  unexampled. 
I  was  at  Washington,  and  Mr.  Secretary  of  State  Root 
sent  a  circular  to  all  their  Consuls  in  Asia,  a  very  short 
circular,  asking  what  had  been  the  effect  on  trade  of 
this  fall  in  silver.     The  consular  replies  all  came  in  to 
the  same  effect.      There  had  been  an  earthquake  in 
the  exchanges  and  the  export  trades  from  the  United 
States  had   dried  up.      Mr.  Secretary  Root  was  kind 
enough  to  send  me  duplicates  of  the  originals ;  these 
are  at  the  service  of  your  Commission.     I  will  take  this 
instance.     The  American  Consul  at  Ohefoo  wrote: — 
"  The  present  rate  of  exchange  is  a  check  to  American 
"  Asiatic   trade   so  far  as    exports  from   the  United 
"  States  are  concerned.     Commercial  agents  tell  me 
"  that  they  can  import  nothing.     American  flour  has 
"  stopped  coming.     I  am  told  that  many  American 
"  exports   have   never   been   cheaper   to   the   foreign 
"  buyer    than    at    present,   and   that   therefore    our 
"  exports  ought  to  be  increasing,  but  a  comparison  of 
"  the  rate  of  exchange  for  last  year  and  now  shows 
"  that,  in  order  to  equalise  the  cost  to  the  foreign 
"  buyer  of  $100  (gold)  worth  of  goods,  they  must  now 
"  be  sold  for  §80  (gold).     Thus  it  is  seen  that  unless 
"  a   reduction   materially   over   20  per   cent,   of  last 
"  year's   price  is   made  American  producers  are  not 
"  able  to  hold  out  any  financial  inducement  to  their 
"  Chinese  buyers,  as  the  extra  items  of  freight  and 
"  insurance  paid  in  gold  would  compel  a  discount  from 
"  the  last  year's  price  of  at  least  21  per  cent."     Read 
this  evidence  of  Sir  Thomas  Jackson,  the  Chairman  of 
the  Hong  Kong  and  Shanghai  Bank,  which  he  gave 
before  the  Singapore  Commission  in  1902.    Sir  Thomas 
Jackson  is  a  man,  in  this  connection,  of  perhaps  the 
widest   experience   in   the   world,  and  he   treats   this 
question    of    the    relations    between     exchange    and 
exports   and    imports   as    seK-evident.      He   says    in 
reply  to   a   question  of  Sir  David  Barbour,  who  was 
the  Chaii-man — "  I  was  in  Shanghai  in  1867,  then  the 
"  only  items  of  export  were  tea  and  silk.     Now  the 
"  low  exchange  has  enabled  them  to  export  aU  sorts 
"  of  things — hides,  tallow,  wax.     In  fact,  in  a  ship  of 
"  6,000  tons  you  will  find  tea  and  silk  not  five  per  cent. 
"  of  the  cargo.     There  are  a  hundred  and  one  articles 
"  exported  from  China  now  that  were  impossible  to 
"  export  30  years  ago.     (Q.)  Do  you  think  the  advan- 
"  tage  is  pei-manent  .=— (4.)  I   think    it  will   tend  to 
"  increase  as  time  goes  on." 

The  point  that  I  have  been  referring  to  is  really 
a  question  which  is  not  the  concern  of  this  Commission 
so  much — the  question  of  the  exports  falling,  which 
means  produce  falling,  when  the  exchanges  fall.  In 
India  which  has  got  now  this  wretched  exchange 
practice  with  an  artificial  rupee,  it  seems  to  me  that 
the  faU  was  something  exceptional,  and  I  want  to  ask 
the  attention  of  the  Commission  to  the  effect  of  the 
great  fall  in  silver  at  times  of  scarcity  or  famine. 
Before  the  Herschell  Committee  this  question  was 
gone  into  carefully— the  question  of  what  would 
happen  in  times  of  famine  if  the  bullion  reserves 
of  the  natives  parted  company  with  the  rupee,  so  that 
they  were  no  longer  able  to  convert  180  grains  of 
silver  into  a  rupee.  The  evidence  before  the  Herschell 
Committee  as  to  this  was  extremely  important. 
Witness  after  witness  looked  ominously  at  the  future 
if  the  value  of  the  rupee  and  the  value  of  bullion 
silver  parted  at  all  considerably  from  the  then  parity. 
I  say  this  because  we  were  aU  at  that  time  very  much 
in  doubt  as  to  what  would  be  the  effect  on  the  price 
of  silver  bullion  of  the  closing  of  the  United  States 
nunts  and  the  Indian  mints.  I  held  the  view  that 
there  would  be,  as  there  has  been,  a  great  hiatus 
between  the  rupee  and  silver,  and  my  writings  at 
that  time  were  to  that  effect.  I  had  been  in  India 
twice  for  the  purpose  of  studying  this  question,  and  I 
made  certain  there  would  be  a  great  fall  in  silver,  no 
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matter  what  the  OBnditions  of  silver  production  were. 
But  many  of  the  best  witnesses  before  that  Commit- 
tee did  not  hold  that  view.      I  used   to  lunch   not 
infrequently  in  those  days  at  the  Bank  of  England, 
and  I  remember  three  ex-Governors,  Mr.  Lidderdale! 
Mr.  Hucks  Gibbs,  and  Mr.  Grenfell,  were  all  ardent 
silver  men.     Their  view  was  that  if  there  was  anything 
like  a  suspension  of  coinage  in  India,  and  also  in  the 
United  States  (the  suspension  of  their  Sherman  Act), 
that  what  has  happened  would  happen,  namely,  that 
silver    might    permanently    fall    one-half;     but    the 
majority  of  the  directors  of  the  Bank  at  those  lunches 
held   a    contrary  view.     Mr.  Goschen'e  brother,    for 
example.     Mr.   Goschen  used  to  be  annoyed  when  we 
suggested  it.     He  would  say,  "No,  the  production  of 
"  sUver  to-day  is  the  result  of  this  artificial  demand 
"  by  the  United  States  for  two  million  dollars  a  month, 
"  and  if   you  shut  off   that   demand   the   mines  will 
"  close  down,  and  presently  the  exchange  will  recover." 
You  will  see  what  the  Hei-schell  Committee  say  in  para- 
graph 150  of  the  proposal  to  restrict  the  Indian  coinage. 
"  The  scheme  might,  however,  be    so  modified  that 
"  the  exchange  could  not  immediately  rise  above  its 
"  present  level.     It  might  be  provided  that  the  mints 
"  shotdd  be   closed  to  the  public  for  the  coinage  of 
"  silver,  but  should  be  used  by  the   Government  for 
"  the   coinage    of   rupees    if   required   by  the   public 
"  in  exchange  for  gold  at  a  ratio  to  be  fix;ed  in  the 
"  first  instance  not  much  above  that  now  prevailing, 
"  say,  Is.  4d.  the  rupee.     Any  fear  of  a  considerable 
'■  rise  would  thus  be  allayed,  and  any  evil  effects  of 
"  such  a  rise  prevented.     Moreover,  even  if  silver  fell, 
"  the   divergence  between   the   nominal  and  the   in- 
"  trinsic  value  of  the  rupee  would  not  be  so  great  as 
"  if  exchange  at  the  same  time   rose.     There  would 
"  be  these  additional  advantages :  first,  the  currency 
"  would  not  cease  to  be  automatic."     There  has  been 
no  pretence  that  the  currency  since  their  Report  went 
in  and  was  acted  on,  has  been  in  any  way  automatic. 
It  has  simply  been  managed  at  the  whim  of  the  latest 
ofiicial   sent   out   from  home.     One  man  would  come 
along  and  stufi  the  cun-ency,  the  next  would  starve 
it — there  has  been  no  plan  at  all,  nor  is  there  to-day, 
but   always   some   fresh   experiment   advised — a  gold 
mint,  prohibitive  duties  on  silver  bullion-^anything  or 
eveiything.     To  return  to  the  Report:  "There  would 
"  be  these  additional  advantages — first,  the  currency 
"  woiild  not  cease  to  be  automatic.     Next  it  would  be 
"  a  less  violent  step  than  closing  the  mints  altogether. 
"  They  would  practically  remain  open  subject  to  cer- 
"  tain  conditions.     It  would  be  the  smallest  departure 
"  from  the  status   quo   which   could   accomplish   the 
•'  object    the    Government    of    India   have    in   view. 
"  Besides  these  advantages  there  would  be  the  further 
"  gain  that  it  would  leave  the  volume  of  the  rupee 
"  cm-rency  dependent  on  the  wants  of  the  people  of 
"  India,  and  the  fact  that  rupees  might  continue  to 
"  be  coined  would  tend  to  prevent  silver   falling  as 
'•  much  as  would  be  the  case  if  it  were  supposed  that 
"  the   coinage   of   rupees   was    to   cease   altogether." 
Further,  the  Herschell  Committee  talk  of  the  closed 
mints    as    "  tentative  " :    The   whole   proposal    was   a 
tentative  proposal,  and  if  it  did  not  work  it  was  to  be 
reconsidered.     They  said,  "  "We  do  not   feel  ourselves 
■'  able   to   indicate  any  special  time   or   contingency 
'■  when  action  (the  closing  of  the  mints)  should   be 
"  taken."     And  again  they  say,  '•  It  is  obvious  that 
"  nothing  should  be  done  prematurely  or  vrithout  full 
"  deliberation."     The  whole  of  the  paragraphs,  which 
perhaps  I  ought  to  read,  were  pointing  to  what  was 
■going    to   be    done   at   Washington.     The   Herschell 
Committee  said — I  may  trust  to  memory — it  is  quite 
evident  that  the  Government  of  India  think  something 
very  serious  is  about  to  happen  at  Washington,  that  the 
Sherman  Act  is  going  to  be  repealed,  and  if  that  Act  is 
repealed  the  consequence,  as  the  Government  of  India 
see  it,  will  be  most  serious.     We  will  not  allow  that 
Government  to  drive  our  Home  Government  in  any 
direction,   that  means  an  international    support   for 
silver  ;  and  this  being  the  case  it  is  impossible  that  we 
can  shoulder  the  burden  of  saying  that  the  Govern- 
ment of  India  must   not  close  their  mints  if  they 
think  some  awful  crisis  is  at  hand.     They  therefore 
V    20900 


say — it  is  a  permissive  statement  of  the  Herschell 
Committee — that  if  these  di-eadful  things  are  going 
to  happen  in  Washington,  it  may  be  well  for  the 
Government  of  India  to  be  in  advance  of  Washington. 

All  I  can  say  is,  and  the  evidence  is  overwhelming 

I  can  get  it  from  any  of  our  diplomats  or  consulars 
who  were  there  at  the  time,  that  there  was  not  the 
faintest  chance  of  the  repeal  of  the  Sherman  Act  had 
the   Indian   mints   remained    open    to    free   coinage. 
The  new  Congress  had  come  straight  from  its  electoral 
bodies,  pledged  to  free  coinage.     It  was  a  Democratic 
Congress  which  had  gone  through  the  elections  of  1892 
triumphantly  declaring  that  sUverwas  the  money  of  the 
Constitution,  and  that  nothing  should  be  done  to 
afEect  it,  and  that  they  were  to  have  free  coinage.     It 
is  quite  true  President  Cleveland  was  against  it,  but 
there  was  a  declared  majority  in  both  the  Senate  and 
the  House  of  Representatives  in  favour  of  free  coinage  ; 
and   everybody  in  Washington   knew  that  there  was 
not  the  remotest  chance  of  their  suspending  the  silver 
purchases  under  the  Sherman  Act  unless  the  Govern- 
ment of  India  closed  its  mints.     Then  in  June  came 
the  panic  closing  of  the  Indian  mints,  and  silver  fell 
about  9d.  in  three  weeks.     There  was  a  financial  crisis 
all    over  the   world;    and    the   argument    was    used 
irresistibly  at  Washington  that  this  frightful  disaster 
was  due  to  the  fact  that  India,  finally  and  for  ever, 
had  turned  her  back  on  silver.     One-fifth  of  all  the 
silver  that  had  been  produced  by  all  the  mines  in  the 
world  since  the  discovery  of  America  was  the  property 
of  our  Indian  wards,  and  yet  we  had  demonetised  this 
great  national   asset   at   its   home !     That    gave   the 
opponents  of  silver  in  Washington  ah  argument  which 
they  took  every  advantage  of.     I  cannot  help  saying, 
that  behind  the  well-intentioned  Government  of  India 
— always    well-intentioned    and    always    honest    and 
honourable — there   were   and    there    now    are    great 
speculative  interests  concerned  to  create  now  a  fall  or 
now  a  rise.     Silver  has  been  an  enormous  prize  in  the 
money  market.     I  read  the  Press  very  carefully,  and  I 
am  perfectly  convinced  that  the  Press  in   1893,  even 
Renter's,  had  been  got  at.     There  was  no  corruption 
or   anything  of   that    sort— but   even   Renter's   were 
declaring  in  cables   to  India  that   from  Washington 
was   to    come  this  deadly  blow  to   silver.     I   have   a 
letter   here  from  somebody  of   importance   at  Simla, 
dated   the   5th  June  1893,  when  the  report   of    the 
Herschell  Committee  was  actually  on  the  sea,  going 
out,  and  I  have  the  permission  of  the  writer  to  read  it. 
The  writer  declai-es,  "  I  have,  moreover,  just   seen  a 
"  Renter's  telegram  which  points  more  strongly  than 
"  anything  I  have  lately  seen  to  the   repeal  of  the 
■'  Sherman  Act.     We  may,  therefore,  have  a  fm-ther 
"  drop  in  the  exchange,  and  we  are  waiting  with  breath- 
"  less  anxiety  the  ari'ival  of  the  report  of  the  Herschell 
"  Committee."     No   sooner  was   the   report  received 
than  the  mints  were  closed.     A  cable  from  Simla  to 
our  embassy  at  Washington,  where  Congress  was  not 
in  session,  would  have  elicited  the  fact  that  there  was 
not  the  remotest  chance  of  the  repeal  of  the  Sherman 
Act ;  that,  on  the  contrary,  only  the  closing  of  the 
Indian  mints  could  prevent  the  democratic  majorities 
from  proceeding  to  free  coinage  in  the  session  at  hand. 
I  am  convinced  that  the  whole  of  this  great  disaster  to 
silver  was  the  result  of  a  plot — that  some  people  were 
getting  rich  out  of  speculations  in  silver  securities,  and 
the  Press  was  used  for  the  purposes  of  the  anti-silver 
party.     Ton  will  remember  that  there  was  something 
like  90  crores  of  rupee  paper  actually  quoted  in   this 
market  in  sterling,  the  price  of  which,  in  consequence 
of  the  fall  of  silver,  fell  some  IV  per  cent,  through  bear 
sales.     There  never  has   been  on  the  bourses  of   the 
world   quite   so   fashionable    a    gambling   counter   as 
silver.     Harboui-  trusts,  dock  trusts,  and  railways  in 
the  East — all  those  corporations  were  collecting  their 
revenue  in  silver  and  were  transmitting  that  silver  ai 
an  uncertain  rate  of  exchange  to  pay  gold  interest  to 
the  holders  of  stock  here — these  securities  were  all  at 
the  mercy  of  these  changes  in  the  silver  market, 

I  think  I  have  got  to  the  point  where  it  seems  to 
be  clear  that  what  the  Herschell  Committee  advised 
was  not  at  aU  what  the  Fowler  Committee  advised. 
The  Herschell  Committee  says,  "  Try  this  experiment ; 
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"  we  do  not  think  we  are  justified  in  over-xiding  the 
"  Govenrment  of  India,  therefore,  just  try  it  iaji4  see 
"  what  happens.  We  dp  not  think  that  the  rupee  and 
"  its  hvlliou  value  will  pai-t  company  very  much,  and 
■'  even,. if  bullion  falls,  it  is  not  likely  to  be  a  very 
"  seripus  fajl.  Qn  the  whole  the  evidence  of  the 
••  \vitnesseS;;befoi,-e  o^r  Commission  leads  us  to  think 
'•  th^ij  it  will  be  better  for  the  people  of  India  to  put 
"  up  yfith  a  managed  puweney  than  to  have  additional 
•'  taysirtion  imposed."  ;,'TheHersohell  Commiljtee  asked 
every  witness,  'Vyiiich  do  you  think  the  people  of 
India  will  feel  most;— the  .closijig  of  the  mints  a;id 
a  rise  iij  exchange  which  may  affect  their  exports, 
or  additional  taxation  ?  The  _  evidence,  of;  many 
witnesses  was,  that  t;he  people  of  India,  300  ^llions 
of  thejn,  would  never  know  that  anything  had  happened; 
It  might  be  done  safely  because  they  would,  never 
understand  it.' .  A_Baost  dajigerous  form  of  legislatiqni 
But  w;hat,  was  .the  evidence  of  some  of  those,  whom  I 
consider  very  important  witnesses,  ,rpad  to:day,  the 
evidence  of,  Mr, 'Saxdic,  Mr.  Gardner,  Mr.  Beith, 
Mr,  Stephen  Balfi,  or  SLe.  Fjank  PorbeSj  Adam  ?  I  will 
just  read  wh%t  Sir  TJheodpre  Hope  said.  At. Q- -244 
of  thpHerschjell..Conipiittee  he  said,  '> Besides  that, 
",  there  is  a  very  important  objection  to  these,  devices, 
"  namely,  that  they  wojold  create  a  vast,  inconvertible 
"  token  coinage,  an  objeqtion  which  is  obfyiQu^.  Then, 
"  finally,  wbat^I  particularly  think  about  them  is  the 
"  political ,, danger ;  that  J  they  -would  dp  all,  I  have 
'■  anticipated  in  an,  impalpable,  rnysterious  so]i;t  of  way 
""  — a  way  that  .wpujd^be  quite  unintelligible  to  the 
'•'  ignorant  masseSj,.^ho  would  be  perplesxed  by  this 
"  fgJl  in,; ;fche,, value  of  their  pi;oduce^,  by^tms^  altera- 
"  tion.pf  values ,  throughout  the  country,  without 
"  knowing  exactly  to  what  to  attribute  it ;  and  that, 
"  therefore,  there  would  be  a  vague  feeling  of  uneer- 
"  tainty.and  of  apprehension  as  to  the  future  which 
•'  might  .bepomp  extremely  serious  and  might  lay 
•'  the  seeds  pf  an  uniyersal  discontent  which  might 
"  beai"  fatal, fruit  whenever  a  national  crisis  afEorded 
"  the  opportjuji^iy.  "VV^e  should  then  find,  as  we 
"  did  at  the.  time  of  the  Mutiny,  that .  for  some 
"  mysterious  reason  whple-  provinces  were  disaffected, 
"  they  did  not  exactly  know  why."  I  recall  what 
Sir,  Robert  Giffen  wi-ote  to  the  '-Times,":  "The 
"  highest  political  issues  are  also  involved.  One  of 
"  ,the  most  dangerous  things  for  a  Government  to 
'•  .do  is  to  tamper  with  the  People's  Money.  Is  it 
"  certain  that  the, Indian  Government  can  go  on 
"  long  with  its  present  ideas  regarding  money,  with- 
"  out  producing,  the  gravest  ooinplicatipns  in  the 
"  government  of  India  itself?"  These  words  are 
precisely  applicable  to  our  own  times. 

I  should  like  now  to  revert  to  my  precis,  and  to 
discuss  the  qiie.stion  of  the  hoards  of  silver  in  India. 
One  of  the  witnesses  before  the  Silver  Commission*  in 
1876,  Mr.  Mackenzie,  said  then  what  I  may  say  was 
quite. borne  out  by  my  own  experience  in  India.  I  wen,t 
to  India  for  two  ,vFinter^  to  study  this  question,  and 
lam  sure  that  any  gentleman .  who  has  studied  this 
question  on  the  spot,  whether  in  the  native  cities  or  in 
the,  iijterior  of  the  country,  will  bear  out  what 
Mr,  Mackenzie  said.  "In  every  large  village  there  is 
"  a  silversmith,  and  as  soon  as  a  man  gets  a  few  rupees 
"  he  employs  the  silversmith  to  come  to  his  house  and 
"  make  the  ornaments.  Although  the  peasantry  in 
"  India  have  poor  houses,  yet  the  amount  of  ornaments 
■'  they  have  would  exceed  in  value  the  furniture  and 
"  utensils  of  the  same  class,  of  peasantiy  in  Englahd." 
For  hundreds  of  years  their  whole  thrift  had  been 
the  conversion  of  silver  coins  by  melting,  to.  bullion  or 
ornaments.  Silver  came  to  them  through  coins — coins 
previous  to  the  coinage  of  any  rupees,  all  sorts  of 
strange  primitive  coins.  Wlien  the  rupee  came,  first 
from  the  Company  and  then  from  the  Government 
and  the  Native  States,  the  ryots,  having  no  cash- 
boxes  and  no  ba,nk  a,ccoupts,  were  in  the,  habit  of 
sending  for  the  silversmiths,  and  I  have  seen  them, 
and  so  has  everybody  who  knows  India,  welding  on  the 
bangles  in  the  bazaars.  The  silversmiths  would  take 
the   rupees,   melt   them   up,   weH   them   on  the  arm 
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or  the,  ankle  of  the  man  or.  woman,  and.  chaj^&fW. 
anna  or. two  for  the  job.     The  result  of  closing  tlie 
mints  was  to  destroy  the  inter-oonvertibiUty  pf  IjulUon 
and  rupees,  which  was  of  immense  imporf3,noe,  particu-( 
larly  in  times  of  famine.     In.  the  first  place,  as  I:iave 
mentioned,    the,    reduction    in    value,    Trhenevfr    the 
silver  is  wanted  whether  to  meet  3,  famine  or  fpr ,  the, 
purposes  of  paying  taxps,  is,  a  terrible  disasjter  t9  the; 
natives   of  India.      In   famine  times  —  let  us   go  to 
famines  fii-st^  they  used  togoto  their  bimnia  or  village 
sowkar  and  they  would  cut  these  bangles  off,  and  the, 
sowkar  would  weigh  thejn  and  give  them  a  loa,n  of  rupees 
at  a  rat^  that  varied  according  to  the  prps^wre  pftisp 
demand  for  rupees  or  the  pressure  of  the  ,times.    ,But 
still  they  could  always  get  par,  a  rupee  fqf  3,  tola  of 
silver „and  the  sowkar  knew  that  if  he  had  gpt  100  tofe,s  ■ 
of  silver   f roiji  the  native,  it  was  always  a^  good,  as 
100  rupees  to  him,  because  he  had  only  to  send  it  to 
the  nearest  mint  for  free  coina,ge.     The  sowkars  djid 
not,  indeed,   send   these   native   omamen,ts    iifto,  the 
mint  :u];iless  they  were  themselves  pressepl  for  money ; 
they  hel^  thp,  oi-amente,  ajUd  they  collected  thejr  inljerpst. 
It  was ,  only  in  timpg  of  ^tual  ,^if)ajie  that  a  tripklje  of 
these  Sliver ,  ornaments  would  reach  the  niints  at  aJl, 
as  gener3,lly  the  sp^kars,l^ad  su£l9ieB,t  hoarded  balances 
of  rupees.     If  1  were  a  peasant  ajid  wanted  100  rupees,, 
the  sowkar  would  retain  my  bangles  or  my  omameats,. 
often  heirlooms  which  I  valued,  untilafter  I  had  got  my. 
crop,  in,^  and   then   I ,  would  ,  go   Snd^  ransom   them. 
When  you  had  a  famine  like  the  great  Bombay  famiiie, 
the  arrival  of  orqamepts  at  the  mints,  this  first  famine 
reserve,  was  the  announcement  to  the  Governjnejat.  of 
India  that  the  famine  w^s  becpmipg  acvjte.     In.tJje  mvit 
reports  of  the  Government  of  Ind^  for'i876-77,  which 
are  published  in  the  Herschell  Report,  the  inint  antKo-; 
rities  say  :  "  In  ti-ansmitting  the  accounts  for  ISTo^^b  " 
^^that  was  the  year  before  the  famjne — "  no  reference 
■'  was  made  to   the   quantity   of   country  silver   and 
'    ornaments  tendered  for  coinage  by  native  merchants. 
"  This  was  berause  the  quantity  tendered  was  not  so 
"  excessiy;e  as  to  reader  any  special  remarks  necessary. 
"  It  may  not,  however,  be  uninteresting  to  show  what 
"  was  received  during  each  of  the  twelve  months  of 
■•  the  yefirs  18^6  apS  IS??^  as' the  statement, probably 
'•'  indica,tes   with  a   certain  accuracy  the   commence- 
"  ment,  progress  and  severity  of  the  present  famine, 
"  and  the  effect  it  has  had."     Then  the  offiqial  figures 
follow.     In  May  only  1,100  rupees  weight  of  ornaments 
were  presented,  and  in  December  it  was  a  lakh;  in 
September  of  the  following  year.  1877,  as  the  famine 
got  a  more  terrible   grip,   it   had   become   19   lakhs. 
There  was  a  total  of  124  lakhs  coined  for  the'  year  iat 
this  single  mint.     The  mints  at  that  time. coined  more 
than  four   crores.      Sir   IDavid    Barbour,   who   was   a 
member  of  the  Gold  and  Silver  Commission,  went  into 
the  chair  and  gave  evidence.     He  was  asked  by  the 
chairman:  "You   tell   me  that   in   tisaes    of    famine 
"  hoards  are  invaded,"  and  he  sa,id :  ,"  fhat  is  certainly 
"  the  case."     Then  he   was   asked:  "Have  you   any 
"  estimate  of  the.  amount  which  was  extracted  from 
"  these  hoards  in  any  given,  district  during  a  period 
"  of  famine  ?  "     In  reply  to  that   question   he  said  : 
"It,  is  quite  impossible  to  say.     All  that,  we  know  is 
"  that  certain  amounts  were  brought  to  the  Bombay 
"  mint  for  coinage,  a  cei-tain  amount  in  the  form  of 
"  ornaments ;  but  that  must  be  very  much  less  than 
"  the  amount  that  was  brought   out  of   the  hoards, 
"  because  the  man  who   drew  silver'  from  his  hoard 
'■  would  ordinaiily  pledge  it  in  the  first  instance  with 
"  the  native  banker  or  money  lender,  and  the  native 
"  banker  might   either   sell   that   silver  again,  if   he- 
"  obtained  final  possession  of  it,  or  he  might  send  it 
''.  to  the  mint."     I  was  sitting  in  the  Senate  at  Wash- 
ington  in  1898,  when  a  letter  was  read  out  to   the 
Senate,  signed  by  Mr.  Forbes  Mitchell,  a  responsible 
merchant  in  Calcutta.      At  that  time,  silver  was  still 
a  bnmmg  issue  in  America,  and  the  idea  that  England 
had  refused  any  sort  of  international  settlement  of  this 
great  question,  notwithstanding  that  our  wards  in  India 
had  2,000  inillions  ounces  of  silver  to  buy  food,  the  value 
of  which  was  contingent   upon  its  reception  at  the 
mints,  made  a  very  painful  impression  on  the  Senate. 
This  letter  was  read  to  the  Senate  by  one  of  the  Senators 
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fi-om  Idahd.  The  Writer  said:  "  Most  bitter  are  the 
"  complaints  agfiinst  the  action  of  the  Government, 
"  and  friequent  the  predictipris'that  the  historian  of 
"  the  future -shrill  have  to  brand  that  Act  as  ,one;of  the 
"  ihbst  cruel  and  iitijurt  piecfes  ;of  legislation"  ever 
"enacted  by  any  'civilised  Groveminent. '  T  will^give 
"  your  readers  one  instance  piLit  of  many  <vhich  came 
"  under  nay  Notice,  Of  how,  the  closing  of  the  Indian 
"  mints  is  robbing  the  natives,  of  their  savings.  In 
"  the  city  of  Allahabad  I  met  a  mail  who  ha!d  come  in 
"from  one  of  the  most  severely  famine-strickeiii  districts 
"with  silver  jewellery  weighing  2,000  rupees,' which  in 
"  former  years  he  could  haVe  sold  for  about  1,980  rupees, 
"  biit,  owing  to  the  mint  b6ing  closed,  the  silversmiths, 
"  who  are  the  bullion  merchants  of  India;  ottered  him 
•'  oiily  33  rtip6es  for  100;  rupees  weight  of  silver, 
"  When  I  renionstrated  with  the  silversmith,  his  reply 
"  was,  'What  can!  do?  It  is  not  I  who  wish  to  rob 
"  'the  poor  of  their  sayings;  it  is  the  Grovemment 
'•  '  who  have'  closed  the  mints,  and  will  not  coin  silver 
"  'jewellery  into  rupees.  In  these  fanjine  ^imes  these 
"  '  ornaments  are  of  no  use  to  me ;  I  cannot  eat  them ! ' 
"  'J'hat  is  only  one  case  out  of  thousands.  The  gold 
"  and  silver  smiths  of  India  are  pi-overbial  as  the 
"  greatest  usurers  in  the  country."  There  was  much 
more  in  the  letter  reflecting  on  this  tanipering  With 
the  Indian  currehcy. '  Here  was  a  loss '  of  something 
like  8  annas  on  each  rupee.  The  head  man  of  two 
impDi'tant  villages  riear  Allahabad,  which  was  in 
the  worst  part  of  the  famine  district,  had  brought 
in  all  the  little  hoards  of  the ,  villagers,  and  their 
bangles  and  bullion,  in  order  to  turn  them  into  rupees. 
The  evidence  went  to  show  that  he  had  been  on  the 
same  errand  in  a  previous  famine,  and  expected  in  this 
case  to  ^d  that  he  could  convert  his  .2,000  tolas  of 
silver  into  2,000  i-upees  to  carry  back,  food.  Mr. 
George  Handasyde  Dick,  a  well-known  Glasgow 
merchant,  and  who  had  spent  most  of  his  life  in 
India  8in4  had  studied  this  question  closely,  pointed 
out  that  that  famine  of  1897  was  far  less  a  food  famine 
than  a  nioney  ftimine,  that  ,at  no  time  was  the  price 
of  riqe  higher  than  14  seers  per  rupee,  which  was  at 
that, price  not  much  more  than  the  then  normal  price 
up  country,  and  ;  that  it  was  possible  to  pull  a  man 
through  a  famine  for  1  anna  per  day.  Hei-e  from  two 
villages  2,000  rupees  weight  came  in  and  were  sacrificed 
at,a  loss  of  some  8  annaa  for  each  rupee!  Ton  may 
guess  how  enormously  the  mortality  rate  must  have 
ris'eh  in  those  two  .villages,  and  what  the  villagers  said 
of  the  Government  of  India.  '  Here  were  these  ;aatives 
whohaye  got2,000  million  ounces  of  silver,  one  fifth  of 
all  the  silver  kiib^n.  in  the  world,  which,  when  the 
mints  were  open,  they  could  freely  exchange  into 
rupees  tp  buy  food,  but  which  at  the  time  when  they 
needed  it  the  most,  at '.the  famine,  time  when  the  price 
of  food  rose  then  these 'poor  fellows  had  to  sacrifice 
theii-'savings  at'the  rate  of '3  rupees  weight  of  silver 
for  1  rupee,  t  speak  'feelingly  about  this  question; 
because'  I  -syas  aisk'ed  in  Washington  recently 'to 'give 
evidence  Taefore  the  National  Monetary  Commission. 
Ihavg  bten  in,  the 'habit  of  going  over' there  to. give 
evidence  before  these  commissions  from  time  to  time. 
On, this,  occasion  the,  question  was  put  to  me  of  the 
disastei-  caused  by  tlie  closing  of  the  mints  I  ,had,  1 
confess,  no  reply.  It  geems  to  me  that  the  pea^antiy 
and  the  whole  population  of  India  had  been  encouraged 
to  melt  down  ,their  rupees  up  W 1893— there  were  mogt 
valid  reasons  why  the  melting  dowii  of  mpees  was 
of  iiiinterise  ecoiiomic  importaiice  to  India.  The  natives 
were  assured— I  cannot  find  the  despatch,  but  I  kndw  it 
exists  because  I  have  seen  it,  and  it ,  was  in  a  despatch 
of  the  Government  of  India;  written  by  Mr.  Barclay 
Chapman,  their  Financial  Secretary,  and  Mr.  Chapman 
told  me  himself  he  had  written  it— that  the'mmts 
never  would  be  closed.  This  despatch  was  written,  I 
think,  in  or  about  1880.  It  was  an  actual  breach  of 
faith  to  close  the  mints  after  they  hadi  been  so  assured, 
and  relying'  on,  that  assurance  had  continued  to  melt 
down  the' yiiiTency.'  i  ^  ,      .       „ 

The  iiiterconvertibility  of  rupees  and  silver  is  pt 
immense  importance.  In  the  first  place,  it  diminishes 
the  necessity  for  police.     A  rupee  can  be  stolen.     The 


natives  haVe  got  no  cash  bOxes,  and  they  have  to  bury 
their  wealth  or  carry  it  on  their  persons."  You  can 
pnly  steal  tiipees  when  they  are  in  the  form  of -bangles 
by  a  direct  frpntal '  attack.  -  That  -is '  a  point  which  I 
believe  is  of  importance.  If  you  are  going  to  throw 
sovereigns  broadcast  into  India,  a  country  where  up- 
country  the'rate  of  wages  is  3'  or  4  'rupees  a  mOiith,  the 
inducement  to  steal  anything  as  valuable  as  a  sovereign 
will  be  so  great -that  the  possessor  of  a  soveireign  is 
unsafe  until  he  lias  melted  and  -  b'ahgled  it,  the  neigh- 
bours Will  Say,  "So  and  so  has  got 'a  sovereign;  let  us 
see  if  we  can  iind  it!"  It  was  extremely  imporijant^ 
therefore,  and  isiioW,  for  the  peoples  of  India  that  the 
savings,  the  result  of  their  thrift,  could  be  made 
secure  as  ornaments  for  their  persons.  The  second 
point — no  less  important^ — is  that  it  conduced  to  thrift 
and  sobriety.  A  man  with  savings  in  the  form  of 
rupees  will  very  likely  go  and  spend  them  in  the  grog 
shops  ;■  but  a  inan  wOuld  naturally  not  go  aiid  drink 
if. that  involved  cutting  a  bangle-  off  his  arm  or  his 
wife's.  Thus  the  thrift  and  sobriety  of  the  'Indian 
people  were  greatly  subserved  by  the  faictthat  rupees 
were  silver  bullion  and  silver  bullion  were  rupees  at 
the  demaiud  of  the  owner. 

But  the  most  important  point  resulting  from  this 
m,eltiiig  down  practice  was  the  extraordinary  immobility 
of  prices  it  provided  throughout  all  India.     Whenever 
th^e're  was  a  rise  Of  prices  i  in  Europe,  theti  the'  exports 
of  India  would  expand  into  Europe  because  of  these 
higher  prices,  and  the  result  was  at  once  a  great  flow  of 
silver  t,o  India  to  pay  for  enlarged  balances  of   trade. 
The  result  in  any -other  country  where  prices  respond 
thl^ough  the  action  Of  the  exchanges  would  be   that 
prices  would  rise  and  fall.     But  not  so  India.     The 
perpetual  melting  up  of  coins  contracted  the  currency 
and  kept   prices   stationary.     1   should  like  here   to 
meiition    Chevalier's   point   as  showing  the   immense 
importance  to  the    curi-ency  of   iEurope    of    an  open 
mint    in   India.     Michel   Chevalier    points    out,    and 
Jevons  and  others  accepted  his  view — it  was  so  evident 
—that  when  an  inimense  mass,  something  like   70. i 
millions  sterling  of  gold,  came,  in  a  few  years,  frOiW 
the  mines  of  !Ballarat  and  California,  the  inflation  of 
our  CTirrehcies  and  the  rise  of  prices  was  considerable, 
but  economists  were  surprised  that  the ,  rise  of  prices 
was  not  greater.    Chevalier  said,.''  Silver  is  a  paraoJiute, 
which  has  broken  the  faU  of  gold  !  "    This  great  deluge 
of  new  gold  was  calculated  to  inflate  prices  in  Eui-Ope, 
bi^t  as  fast  as.  gold  came  intcj)- Europe  it  gradually  raised 
prices  in  Europe,  and  thus  the  exports  from  silver- 
using  Asia — ^those  currencies,  not  being  affected  as  here 
by  theinew  gold — were  magnetised  by  oui-rise  of  prices. 
The  price  of  wheat,  the  price  of  jute,  and  the  price 
of  all   Asiatic  Stufls-^for  not  only  India,  but  China 
exported — was  magnetised  by  our  advance  of  prices.    In 
return  for  this  iinmense  unexpected  balance  of  trade. 
Asia  began  to  draw  awa  y  om-  silver  money,  and  ajS  a 
result  she '  siicke'd  to  the  Orient  all  the  silver  in  the 
French  currency.     At  the  time  of  the  commencement 
of   the    gold     discoveries    in    California, '  the  French 
currency  was  two-thirds    silver    and    one-third   gold. 
The  propiUsive  power  of  this  rise  of  prices  in  Europe, 
to  drive  the  sil-rer  of  the  Latin  Union  to  the  melting- 
pot  and,  thus  distribute  it  all  over  Asiai  was  such  that, 
at'  the  tiine  the  gold  ■  of  Oalif6riria  and  Australia  was 
exhausted,  nearly  all  the    silver  of  the  Latin   Union 
had'  passed   into    the   melting-pot.      The   result   was 
that    splendid     expailsion    of   ' trade     in    India/and 
China  which   was  the   mOSt   marked'  feature    of   tlie 
'sixties.'    If  only  the   mints  of  India,  instead   of  being 
closed   in   1893,   had  remained  open,   the    prodigious 
expansion  of  not  only  Indian,  but  China  trade,  drawing 
and  draining  inward  all  this  cheap  silver,  would  Tiave 
once   acain  been  the  economic  feature  of   our  time. 
The  closino'  of  the  mints,  as  I  say,  has  aborted,  has 
destroyed,  the  greatest"  boom  "  that  India  would  ever 
have  experienced  in  her  history.     You  will  remember 
JVir.  GpsChen,  in  the  House  of    Commons,  when  this 
prpttosalitp' close    the    mint    was    first  made  by  the 
licfian  Government,  congratulated  the  Grovemment  of 
the,   day.     He  said  he  was  glad  that  they  declined  a 
pro'posal  which    "oiight  nevei'   to  have  been   made." 
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Mr.  Goschen's  view  was  that  the  whole  Buggcstion 
was  neither  honoui-able  nor  politic,  and  there  was  no 
higher  luthority  than  he.  The  author  of  "  The  Theory 
of  Foreign  Exchanges  "  knew  more  ahout  this  question 
than  anyone  at  that  time ;  and  Mr.  Goschen  said,  "  If, 
•'  as  we  believe,  the  flow  of  the  new  gold  from  the 
"  river-beds  of  California  and  Australia  was  so  valuable 
"  to  the  trades  of  Europe  and  so  vivifying,  why  should 
"  not  the  flow  of  this  great  mass  of  cheap  silver  into 
"  Asia  be  equally  for  her  benefit  and  for  ours  ?  "  If 
India  had  kept  the  mints  open,  she  would  have  been 
unable  to  assemble  ships  enough  in  the  harbours  of 
Bombay  and  Calcutta  to  carry  her  produce  to  Europe. 
She  would  have  drained  our  silver  into  Asia,  where 
it  would  have  been  sufficient  to  raise  prices  and  wages  ; 
but  once  again  this  great  contraction  of  the  currency 
through  the  melting  down  of  the  silver  coins  would 
have  stepped  in,  rupees  would  have  settled  dovm  again 
into  a  million  hoards,  and  this  exchange  crisis  would 
have  been  at  an  end  long  since.  I  cannot  get  over  what 
was  done !  I  know  what  gentlemen  from  India  say.  I 
know  they  come  here  and  say,  "  We  hated  this  scheme  ; 
"  we  say  this  currency  tampering  was  economically 
"  wrong  and  was  bad  for  India,  but  we  think,  in  view  of 
"  what  has  happened  to  the  trades  of  India,  good  has 
"  come  of  it."  On  the  contrary,  I  am  convinced  that 
this  Commission  can  satisfy  itself  that,  but  for  this 
tampering  with  the  currency,  but  for  the  refusal  to 
permit  India  automatic  exchange,  you  would  have  had 
the  most  prodigious  conditions  of  prosperity  in  India 
that  you  have  ever  known. 

9520.  That,  if  I  may  say  so,  is  the  real  point  to 
which  you  should  address  yourself,  or  rather  the  point  to 
which  you  should  address  yourseK  most.  Though  it 
may  have  been  necessary  forthe  purpose  of  making  your 
views  clearer  to  us  that  you  should  make  this  introduc- 
tory statement,  the  point  that  you  have  to  prove  now  is 
not  that  it  was  a  mistake  to  close  the  mints  when  they 
were  closed,  but  rather  that  these  people  are  wrong  who 
say  we  were  against  the  closing  of  the  mints  at  the 
time,  but,  having  regard  to  all  that  has  happened,  we 
should  be  against  the  opening  of  them  now.  Supposing 
you  could  convince  the  Commission  that  it  was  wrong 
to  close  the  mints  when  they  were  closed,  it  would  not 
follow  that  it  would  be  right  to  reverse  the  decision 
now ;  but  that  is,  I  understand,  the  case  which  you 
want  to  make  and  which  I  am  anxious  for  you  to 
direct  our  attention  to  ? — I  quite  agree  that  that  is 
exactly  the  position.  The  general  effect  of  the  various 
expeiime.nts  is  supposed  to  have  been  good.  Some  of 
your  witnesses  have  produced  figures  of  the  expansion 
of  exports  which  on  the  face  of  them  seem  good.  On 
the  other  hand,  I  maintain  that  the  improvement  in 
Indian  ti-ade  has  not  been paa-i passu  withthe  improve- 
ments in  the  world's  trades.  That,  I  think,  is  the 
point  which  should  influence  the  Commission.  If  we 
could  show  that  India  had  got  less  than  her  share  in 
the  last  20  years  of  the  common  good,  that  is  an 
argument  which  would  be  of  influence. 

9521.  (Sir  Shapurji  Broacha.)  I  myself,  like  you, 
was  a  rabid  bimetallist,  but  we  have  to  submit  to 
circumstances,  and  the  important  circumstance  is  that 
the  production  of  gold  went  up  from  19  millions  to 
100  millions.  The  Government  of  India  from  1873  to 
1892  were  anxious  not  to  demonetise  silver,  and  they 
asked  all  the  Governments  to  help  them  in  keeping  up 
silver  in  its  cuiTency.  The  Government  had  to  do 
their  duty  to  their  subjects,  and  that  duty  was  to 
have  the  currency  or  measure  of  value  so  regulated 
that  one  could  ti-ansfer  that  value  in  India  to  any 
other  country  merely  at  the  cost  of  freight,  insm-ance 
and  commission  ;  but  it  was  necessary  that  the  civilised 
nations  of  the  world  should  combine  to  come  to  a 
imanimous  view  about  currency.  I  remember  a  speaker 
betting  in  1889  that  in  the  year  1905  the  world  woiild 
be  bimetallist.  He  lost  his  bet.  He  stood  up  and 
said,  "Myfriends,  I  should  have  been  right,  but  I  cannot 
"  fight  Providence.  When  I  made  that  bet  the  annual 
"  production  of  gold  was  19  millions,  now  it  is  100 
"  millions,  and  so,  of  course,  I  am  defeated."  Until 
that  production  goes  down  we  need  not  speak  about 
bimetallism.     India  has  been  helping  silver,  and  she 


coins  as  much  silver  now  as  she  did  in  times  of  yore, 
so  you  must  wait  until  the  production  of  gold  is 
reduced  to  certainly  one-haK  or  soinething  like  that  ? 
■ — Pardon  me,  I  have  the  figures  under  my  eye  at  this 
moment.  Tour  view  is  that  because  there  is  more 
gold  the  trade  of  the  world  can  be  caiTie<l  on  on  a 
gold  basis,  is  it  ? 

9522.  We  are  now  in  the  land  of  prophecy.  What 
would  happen  under  certain  circumstances  ?  Your 
suggestions  would  spoil  the  ratio  of  the  transfer  of 
gold  from  one  country  to  another.  The  best  thing 
you  can  do  is  to  preach  your  views  to  the  nations  of 
the  world,  and  India  is  ready  to  join  you  ? — That  is 
just  the  difficulty.  I  want  to  get  back  to  my  figures 
of  gold  supply  and  trade,  but  as  you  have  opened  up  a 
wider  issue  still  I  must  remind  you  that  representatives 
of  the  United  States  and  France  came  over  here  and 
arranged  with  Lord  Salisbury,  then  Prime  Minister,  and 
the  Government  of  the  day,  that  the  mints  of  India 
should  be  opened  conjointly  with  those  of  Prance  and  the 
United  States.  I  was  cognisant  of  all  those  negotia- 
tions. Senator  Wolcott  was  my  great  friend,  and  I  was 
with  him  during  those  negotiations  everywhere  and  at 
all  hours.  The  various  high  contracting  parties  met  in 
July  1897  at  the  Foreigii  Office  here,  the  French  and 
American  Ambassadors  and  a  representative  of  the 
Bank  of  France,  I  think  its  Governor  was  present. 
After  their  meetings  at  the  Foreign  Office,  the  two 
great  Republics  made  this  stupendous  offer — that  they 
should  go  in  for  free  coinage  at  1  to  15|  if  India  also 
would  open  her  mints  again.  I  have  got  Lord  DufEerin's 
despatch  here  of  1886,  in  which  he  says,  The  ratio 
has  nothing  to  do  with  us ;  the  great  nations  who 
propose  to  open  their  mints  shall  have  the  control  of 
the  ratio  and  all  we  want  is  an  international  agree- 
ment; that  will  give  us  reasonable  secui-ity  that  the 
exchange  will  be  fixed.  That  had  always  before  1897 
been  the  attitude  of  the  Indian  Government.  Here 
then  were  the  two  great  Republics,  with  500  miUion 
or  600  million  sterling  of  gold  offering  to  open 
their  mints  to  the  free  coinage  of  silver  at  1  to 
154.  The  Chancellor  of  the  Exchequer,  Sir  Michael 
Hicks  Beach,  a  rigid  and  unflinching  monometaUist, 
who  walked  away  from  the  final  meeting  with  Senator 
Wolcott,  said,  "I  suppose,  as  a  matter  of  com-tesy, 
"  we  must  refer  our  agreement  for  consideration  to  the 
"  Government  of  India."  It  was  a  sort  of  afterthought, 
as  I  was  informed.  So  our  Government  telegraphed 
to  India  this  extraordinary  proposal,  which  took  my 
breath  away  at  the  time,  which  had  been  advanced 
after  full  consideration  by  these  two  great  countries, 
by  France,  the  most  scientific  and  the  most  efficient 
cniTency  nation  in  the  world,  and  the  great  United 
States,  which  in  the  previous  year,  1896,  had  gone 
through  theii-  silver  campaign.  They  said,  "  We  will 
"  open  our  mints  to  the  imrestricted  free  coinage  of 
"  silver  at  1  to  15^  if  the  Indian  Government  will 
"  open  its  mints  to  the  coinage  of  nipees."  England 
was  to  do  nothing  :  simply  look  on  and  approve  and 
yet  obtain  fixed  exchange  for  all  her  vast  oversea 
trades  !  As  I  say,  it  takes  our  breath  away  to  recall 
it  all  these  years  after  !  A  proposal  of  this  impoi-tance 
was  defeated  l)y  Lord  Elgin  and  General  Sii-  George 
White,  acting  on  the  advice  of  Sir  James  Westkind, 
their  Finance  Minister,  a  bookkeeper  fi-om  New 
Zealand,  the  very  man  who  the  next  year  the 
Fowler  Committee  so  utterly  snubbed  and  disagreed 
with !  What  did  these  thi-ee  statesmen  know  of  the 
cvirrency  question  ?  Here  was  a  proposal  that  would 
give  us  five  Mexican  dollars  for  a  gold  sovereign  and 
11  nipees  for  a  gold  sovereign  for  a  thousand  years, 
but  the  Government  of  India  refused  it  because,  they 
said,  a  sudden  jump  in  silver  would  destroy  their 
export  tra^e.  I  admit  there  is  something  in  the  point ; 
but,  I  believe  that  the  settlement  of  the  silver  question 
by  a  small  monetai7  union  is  ready  to  hand  to-day,  and 
would  settle  the  question  for  ever.  I  believe  it  can  be 
done  without  any  violent  jump  such  as  that  in  the 
exchange.  I  admit  the  Government  of  India  were 
entitled  to  say,  If  we  suddenly  wake  up  and  find 
exchange  at  11  rupees  to  the  sovereign,  it  will  shut 
off  oui-  exports ;  but  the  reply  is  that  India  with  an 
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exchange  of  11  rupees  to  the  sovereign  during  all  the 
yeai's  between  1860  and  1870  had  been  more  phenome- 
nally pi'osperous  than  at  any  other  time  in  her  history.* 
She  closed  her  mints  in  June  1893,  the  rupee  fell  from 
I6id.  to  Hid.     Fell  4d.  at  a  moment's  notice,  and  yet 
she  was  afraid  of  a  rise  oi  7d.     I  am  afraid  I  have 
been  rather  discursive,  but  Sir  Shapur  ji  rather  deflected 
my  line  of  thought.     I  am  obliged  to  him  for  doing  so, 
I  quite  recognise  the  value  of  the  argument  that  he 
advanced.     However,  I  was  trying  to  account  for  the 
mind  of  the  Indian  authorities.     They  say  that  India 
has  been  so  prosperous  under  the  gold  standard  that 
they  would  not  Uke  to  go  back  to  the  free  coinage  of 
silver,   even    with    conditions  and   safeguards.     They 
apparently   think    that    their   trade    has    been    more 
prosperous  than  the  average  trade  of  the  world.     I  do 
not  thint  so.     This  is  the  crucial  question.     Has  the 
closing  of  the  mints  conduced  to  the  intei-ests  even  of 
India  herself  ?     The  figures  that  are  before  the  Com- 
mission which  I  have  read  are,  I  think,  misleading ; 
not   only   are   they   misleading,    but    they   point    to 
the  great  danger  that  India  is  now  i-unning  into.     The 
success  of  the  gold  standard  experiment  results  from 
the  accident  of  the  great  rise  of  gold  prices  in  Europe 
since  1896.     If  prices  had  continued  to  fall,  as  gold 
prices  were  falling  in  all  the  western  world  until  1896, 
this  experiment  of    the  Government  of  India  must 
have  been  attended  long  since  by  a  great  disaster.     As 
long  as  prices  rise  here  and  are  steady  in  India,  the 
rise  of  prices  here  will  of  course  ensure  to  India  a 
much  greater  balance  of  trade.     She  can  have  any 
standard    she    chooses  —  she    can  have    a    diamond 
standard — under  those  conditions,  the  world  continuing 
her   debtor.      But   owing   to   the   phenomenal  situa- 
tion   to-day,   silver  prices  in   India  are   now   rising 
much  faster  than  gold  prices  are  i-ising  here,  and  the 
figures  of  the  exports  of  India,  which  India's  witnesses 
here  are  inclined  to  take  on  the  basis  of  mere  figures, 
that    is    to    say,    regarding     only   values    and    not 
volume,  I  think  are  extremely  misleading.     Of  course 
if  rupee   prices  rise    100    per  cent.,    exports   without 
increasing   at    all    read  as    having    doubled.       Take 
Mr.  Newmarch's   figures   in  the  blue  book.f     I  take 
the  exports.     The    exports  of    India    for    1883   were 
59  millions  sterling;    for   1893,  71  millions  sterling; 
for    1903,    102   millions  sterling ;  and  for  1913,    164 
millions  sterling.     It  is  clear  that  what  you  want  to 
consider  is  not  the  value  but   the  volume  of  these 
exports;  you  want  to  ascertain  whether  the  volume 
has  been  maintained.     As   far  as  I  can  make  out, 
although  the  official  figures  of  the   Government  of 
India  are  not  entirely  clear,  yet  I  think  Sir  Shapurji 
will  probably    bear    me    out    that    there   has   been 
between  1903  and  1913  a  rise  of  at  least  40  per  cent. 
in  Indian  prices.     I  say  that  if  that  is  so  then  the 
exports    of    1913,   which    have    nominally   increased 
by   65  millions,   since    1903   have    not  increased    at 
all.    If  you  take  40  per  cent.  ofP  the  exports,  which 
weire  165  millions,  you  get  the  volume  down  to  100 
millions,  which  is  a  less  volume  than  India  exported 
in  1903.    I  believe  that  though  India  has  progressed 
yet  she  has  done  a  little  less  well  than  the  average 

*  Ifote  by  Mr.  Moreton  Frewen.— The  error  of  the  Bimetallic 
Partv  was  in  our  failure  to  recognise  until  too  late  that 
Great  Britain  before  1873  had  done  fully  as  mach  to  secure 
a  fixed  rate  of  exchange  for  silver  and  gold  as  France  herself 
had  True,  France  until  1873  was  the  worlds  money- 
changer France  gave  on  demand  an  ouuce  of  gold  for  any 
15.^  ounces  of  silver  equally  to  the  merchant  of  Lyons  or  the 
merchant  of  London.  But  France  did  not  necessarily  give 
her  own  gold,  and  this  because  she  had  at  all  times,  through 
the  biU  market,  access  to  the  Gold  Reserve  ot  the  Bank  o£ 
England.  Any  15  J  ounces  of  French  silver  currency  melted 
and  exported  to  Bombay  and  there  exchanged  against  wheat 
or  rice  sold  to  London  was  a  sight  draft  on  the  Bank  ot 
England  for  one  ounce  of  gold  so  long  as  and  only  so  long  as 
the  Indian  mints  remained  open  Thus  it  was  the  open  mmt 
in  India  and  the  free  gold  market  of  London  that  until  187d 
maintained  the  parity.  All  that  Great  Britain  should  ever 
have  been  asked  to  agree  to  at  the  various  Money  Conferences 
was  to  maintain  those  conditions  which  were  still  inbeing  when 
the  last  Conference  at  Brussels  adjourned  and  the  action  of 
which  had  during  the  preceding  centmy  secured  fixed 
exchange. 

t  Cd.  7070,  pp.  234-0. 


of  the  nations  of  the  world.  Taking  now  the  world's 
exports  and  adopting  the  figures  of  Mr.  Austen,  the 
chief  of  the  Statistical  Bureau  at  Washington,  I  find 
these  figures  :  I  have  not  got  the  1883  figures  as  the 
Washington  statistics  do  not  include  them.  But  in 
1893  the  world's  exports  were  1,043  millions — ^these 
are  the  exports  of  what  Mr.  Austen  calls  the  chief 
commercial  nations.  In  1902  they  were  2,058  millions, 
and  in  1912,  2,720  millions.  The  world's  gold  money 
in  1894  was  840  millions  sterling;  in  1906,  1,235 
millions  sterling ;  and  in  1912,  1,500  millions  sterling. 
Therefore,  the  sovereigns  per  1001.  of  exports  were 
for  1894,  80 ;  for  1906,  60  ;  and  for  1912,  53 ;  which 
shows  a  considerable  contraction  of  the  world's  gold 
money  in  the  ratio  to  the  exports  of  international 
commercial  produce.  Turning  now  to  the  index 
numbers  of  prices,  I  find  that  although  in  1894  there 
were  80  sovereigns  per  1001.  of  exported  produce,  the 
index  number  of  prices,  according  to  the  Washington 
authorities,  was  67.  When  10  years  later,  instead  of 
80  sovereigns  per  lOOZ.  it  was  60,  the  index  number 
had  yet  advanced  to  84 ;  and  in  1912,  although  the 
sovereigns  per  1001.  of  exported  produce  were  only  55, 
the  index  number  was  94,  showing  that  with  the 
reduction  of  sovereigns  in  the  world  there  was  yet  a 
great  rise  of  prices,  in  proportion  to  the  work  done. 
This  is  the  reply  to  Sir  Shapurji's  interpolation, 
is  it  not  ?  I  think  that  the  question  of  prices  is  the 
most  important  question  of  all  for  India.  I  maintain 
that  it  is  only  the  extent  of  the  rise  of  gold  prices  which 
has  enabled  India  to  maintain  a  gold  standard  and 
has  given  her  these  favourable  trade  balances.  If 
Indian  prices  are  now  since  1909  rising  considerably 
faster  than  European  prices,  and  particularly  if  we 
have  a  financial  crisis,  as  many  authorities  anticipate 
in  the  next  two  years,  you  will  have  probably  an 
unexampled  fall  of  gold  prices  here,  and,  as  you  have 
got  Indian  prices  enormously  inflated,  the  balance  of 
trade  will  go  against  India,  even  without  any  famine 
in  India.  That,  I  think,  is  the  danger,  if  I  have  made 
myself  clear.  Everybody  is  aware  that  you  can  work 
any  standard  you  choose,  and  the  whole  thing  is  plain 
saUing,  as  long  as  you  have  got  a  large  export  balance 
*in  favour  of  Lidia.  But  that  balance  is  entirely  con- 
tingent upon  a  high  and  rising  i-ate  of  prices  here  and 
a  steady  rate  of  prices  in  India.  When  I  come  to 
your  note  issues  in  India,  I  think  it  becomes  fairly 
evident  what  has  been  the  cause  of  this  unexampled 
advance  of  prices  in  India.  The  currency  of  India 
has  become  inflated.  Imagine  for  a  moment  that  if 
prices  in  Europe  instead  of  rising  since  1896,  as  they 
have  done,  from  25  to  30  per  cent.,  had  fallen  25  to 
30  per  cent.,  and  India's  prices  had  risen,  as  they  have 
done,  perhaps  40  per  cent.,  your  gold  standard  would 
not  have  been  worth  six  months'  purchase,  because  the 
balance  of  trade  would  have  long  since  turned  against 
you.  The  balance  of  ti-ade  was  against  China  always, 
and  therefore  the  Chinese  Government  will  never  be 
brought  to  look  at  a  gold  standard.  Tou  can  get 
in  India  one  of  these  exchange  gold  standards,  if 
add  only  if  you  can  rely  on  a  favourable  balance  of 
trade,  but  if  with  the  rise  of  prices  in  India  you  have 
a  fall  of  prices  here — and  I  believe  we  are  on  the 
threshold  of  a  great  faU  in  prices — clearly  the  balance 
of  trade  will  go  against  India  so  gi-eatly  that  your 
gold  standard  will  be  absolutely  unmaintainable. 

9523.  {Mr.  Keynes.)  Do  you  mean  that  while  India 
and  England  are  both  on  a  gold  standard,  the  level  of 
prices  in  the  two  countries  is  quite  independent  ? — Yes, 

quite. 

9524.  And  there  is  nothing  whatever  linking  the 
prices  of  commodities  in  the  two  countries  ? — No.  I 
think  the  prices  in  India  are  clearly  rupee  prices,  and 
not  sovereign  prices  at  all,  any  more  than  they  are 
pearl  prices.  It  is  quite  evident  what  has  happened — 
I  have  no  doubt  you  have  looked  into  it.  I  take  it 
from  the  composition  of  your  paper  cuiTcncy  that 
what  has  happened  is  that  the  hoarders  of  rupees  are 
throwing  up  their  rupees  and  sucking  in  paper.  Just 
look  at  the  dimensions  of  your  notes.  I  can  only  read 
that  evidence  one  way.  There  has  been  a  good  deal 
said  by  witnesses  about  the  expansion  of  your  note 
c«n-ency  in  India.     In  a  country  so  poor  as  India, 
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where  the  rate  of  wages  is  .5  or  •  6  rupees  a  montti, 
if  there  were  a  general  demaud  for  not«s  for  currency 
it  would  be  for  the  small  dimensions  of  notes  that 
wo\dd  circulate.  But  just  look  at  the  actfflal  dimen- 
sions of  the  notes  being  issued.  In  the  last  10  years 
there  has  been  an  increase  of  56  million  rupees  in 
iO,000-rupee  notes  and  in  the  5-nipee  liotes  there  has 
only  been  an  increase  of  8  million  rupees  as  agaiilst 
56  millions  of  the  larger  dimension.  Mr.  Newmarch 
pats  down'  (Cd.  7070,  page  250)  the  oiatstandirig  notes 
as  what  he  calls  active  currency,  but  as  a  matter  of 
fact,  no  10,000-rupee  notes,  or  1,000-rupee  notes,  or,  as 
I  maintain,  not  even  100-rupee  notes,  in  a  country  whei'e 
the  rate  of  wages  is  so  low  as  in  India,  can  be  regarded 
as  active  cuiTCnoy.  In  the  last  10  years  the  increase 
has  been  56  millions  in  10,000-rupee  notes,  but  only 
8  millions  in  5-rupee  notes.  In  1912,  last  year, 
Mr.  Newmarch 's  figures  on  page  240  (pai-a.  9)- of 
Cd.  7070  indicate  that  out  of  a  total  note  circulation 
of  61  crores,  23  crores  are  in  notes '  of  frcan  1,000  to 
10,000  rupees ;  and  over  15  crores  more  are  in  100- 
mpee  notes.  Mi-.  STewmaroh,  on  page  250  of  Cd.  7070, 
says  that  the  notes  in  what  he  calls  active  circulation 
amongst  the  pnblic  amount  to  44  crores,  of ■  which 
23  crores  are  these  l,000-rupe6  notes  and  10,000-rupee 
notes.  What  I  infer  from  that — and  I  have  no  doubt 
evidence  of  it  could  be  obtained — ^is'that  the  men  who 
had  large  hoards  of  silver  rupees  ha/ve-  been  throwing 
up  10,000-rupees  to  be  replaced  by  one  note — in  some 
safe  hiding-place.  The  result  -is  that  you  have  -an 
unexampled  inflation  of  your  rupee  cuiTency,  and  this 
has  told  its  tale  in  inflated  prices;  and  this  must 
reverse  India's  balance  of  ti-ade  at  an  early- date. 
Between  1907  and  1912  the  note  issue  expanded  frbm 
47  crores  to  61  crores,  say  30  per'  cent.,  and  Indian 
prices  in  the'  meantime  rose  about?  40  per  cent. — 
probably  even  more. 

9525.  (Chaii-man.)  You  Spoke/ of  an  inflation  of  the 
currency ;  given  the  circtmistaiices  of  India  you  would 
have" expected  the  currency  to  grow,  would  you  not? — 
Yes.       =  •   ■■  -       ."-  -    ":■ 

9526.  And  'given    a    ^oiwing    confidence    in    the 
stability   and    convertibility  of  'the   note   issue,   you  , 
would  expect  the  note  portion  of  the  circulation  to 
grow?-^Tes,  but  not  quite' like  this. 

■  9527.  {Mr.  GiUan.)-  Is  it  your  point  that  large 
notes  have  gro'wn  more  than  small  P^-^Look  at '-the 
figures  which  you  will  find  on  page  240  of  Mr.  New- 
m&,rch'e  statement  (Cd.  7070). 

9528.  I  have  some  figures  here  which  seem  to  point 
luther  in  the  other  direction  ;  this  is  the  report  of  the 
Comptroller-General,  which  puts  the  figures  in  per- 
centages. According  to  these  figiu-es  the  percentage 
of  the  10-rupfee  notes  to  the  total  cii-culatibn  in'1901'-2 
'tfUs  23-4  and  Of  the  1,000-nipee  notes  (the  Oomp- 
ti-oller-General  has  not  -got' the  figures  for  the  10,000- 
I'upee  notes  here)  was  22'  9  ;'  in  1911-12  the  percentage 
of  the  10-rupee  notes  is  given  as,  32- 1  as  compared 
with  the  23 '4  in  the  ptevious  year  that  I  ga:ve,  while 
the  percentage  of  the  1,000-rupee  notes  had  fallen 
from  22-9  to  19  •  8  ? — I  have  not  Mr.  Newmarch'^ 
meinorandunih'ere;  b'Ut  I  have  a  note  here  that  he  there 
says  on  page  250  (Cd.  7070)  that  there  were  in  active 
circulation  amongst  the  public  44  crores,  of  which 
23  crores,  according  to  his  figui"es  on  page  240,  were 
made  up  of  1,000-rupee  nbtea  and  10,000'rttpee  notes.- 
If  you  look  at  the  issties.  of  the  10,000-rupee  notes 
you  will  see  that  in  1873  there  were  only  576  in 
existence,  and  there  are  now  14,320.  Ton  cannot  «all 
notes  of  10,000  rupees  notes  in  active  circulation. 

;  9529.  [Mr.  Keynes.)  I  think  you  will  find  those 
large  notes'  ai'e  mostly  held  by  Goverament  and  the 
banks? — I  do  not 'think  they  are  in  the  banks  and 
treasuries  to  any  large  amount — there  are  23  crores 
issued  Of  1,000  and  10,000  rupees  ? 

9530.  (Chairman.) .  On  the  other  hand,  take  the 
circulation  of  the  5-rupee  notes ;  they  have  increased 
in  number  in  the  same  time  fi-om  310,000  to  2.529,000  ? 
— I  have  looked  at  the  position  •  of  the  5-rapee  notes. 
There  has  been  an  increase,  as  I  pointed  out,  of 
56  millions  in  the  10,000-rupee  notes  in  the  last  ten 
years,  as  ag&inst  8  millions  only  in  the  case  of  ihe 
5-rupee  noteB,' accepting' Mr.  Ne-vvmarph's  figures.*"--  *— • 


9531.- What  I  do  not  exactly  understand  is  the 
moral  which  you  di-aw,  or  wish  us  to  di-aw,  from  those 
figures'?— What  I  think  is  happening  is,  that  there  is  a 
substitution  of  Coined  rupees  in  hoards  by  large  notes. 

'9532.  Suppose  there  is  ."—If  a  man  who  had  10,000 
rupees  has  put  a  10,000-rupee  note  into  his  notecase, 
and  has  thrown  the  10,000  rupees  into  the  adwe 
circulation  Of  India,  and  if  thait  has  Ijeen  done  on  a 
tai-ge  scale,  it  -will  account  for  the  exti'aordiimry 
inflation  in  Indian  prices;"  ■  '       •    -'  '  •     ■!  ; 

■9533.  How  can  he  throw:  10,000  i-upees  into  ciucu^ 
lation  ?  He  goes  to  the  Gove)*nMent  to  exchange!  those 
nipees  for  a  note,  that  is.  he  takes  a  different  form  of 
token  currency  from  the  Governinent;  but  the  Govern- 
ment cannot  thi-ow  those  10,000  rupees  into  cii-cnlation 
Until  somebody  else  comeS  and' asks  for  them?-^The 
Government  have  done  it ;  that  is  the  reply.  •  If  you 
remember,  at  the  time  of  the  crisis  in  1907  they  had 
enormous  stacks  of  rupees,  not  merely -of  their  o^vu 
coining,'  but  old  and-  antiquated  rupees.  The  old 
rupees  have' been  showing  up  a  good  deal  more  than 
normal,  I  am  tOld.  '  Of  course,  if  a  man  does 
substitute  a  hoai'd  of  10,000  rupees  by  a' note,  and  if 
those- »*i^es  do.  go 'by  some  means  into  circulation, 
they  would  have  a  very  marked  esffect  on.j)rice8. 

■9534.  This  brings  me  to  an '  expression  which  you 
used  very-  eai'ly  in  your  evidence.  ■  Ton  have  objected  to 
the  Indian  'syBtenl  on  the  gtoitnd  that  it  is  a  managed 
currency  system  and' not  an  automatic  one.-  I  wnder- 
standby  tha(t-that  you  mean  that  the  Indian  Govern- 
ment controls' in  some  entirely  different  method  :>to 
that  which  is  famUiaT  to  us,  say,  in  England,  the 
amount  and  -the  nature  of  the  circfulation  ? — Tes. 

'9535.  But  is  that  so?  Has  th&  Indian  Govem- 
inent  any  power  to  put  inoney  into  circulation  except 
in  response  to  a  demand  -  from  somebody  for  it  ?— tl 
think  they  have.'  Look  at  the  positions  Suppose,- as 
was-the  case  apparently,  that  /tbey-overcoined-'them- 
sel^ves  ?  ■<         '-•■■■  ■■'■'  ■■-     !■<;■ 

-  9536.  That  is  exactly  the  case  I  want  to  suppose. 
Suppose  they  do  overcoin  in  excess -of  their  require- 
ments and  through  a  miscalculation,  ■  what  happens 
then  ?LSuppo8e  they -build  a  railroad  to  the  moon, 
they  have  to  pay  wagea  for  all  the  work' done  on 
the  roads,  and  so  those  rupees  get;. into  circulation  in 
all  the  country  districts  where  they  are  building;  .They 
can  inflate  the  currency  to  any  extent  byipuMic  works 
and  in  a  hundred  ways.     I  have  suggested  one. 

9537.  Then  is  it  yom-  suggestion  that,  having  mis- 
calculated the-  amount  of  silver  normally  reqnif«d,  or 
ha-ving  their  calculations  upset  by  a  chasnge  in  the 
habits  of  wealthy  hoarders  who  now  hoai'd  in  notes 
instead  of  in  silver,  they  fiild  themselves  in  possession 
of  a  surplus  of  silver  in  their  reserves,  and  then  they 
say  :  We  must  get  rid  of  this  ? — ^Yes.   •     '"t 

9538.  Do  you  really  suggest  that  they  thereupon 
set  to  work  to  bmld  'a'  luilway  in  order  to  dispose  of 
their  suijplus  rupees  ?      -j 'c     -y   :  ,    ,,   ,  , 

{Mr.  Qilhin.)  Where  d<3  they  get  these  rupees 
froil  that  al-e  spent  on  the  railway  ;  do  they  draw  on 
the-curi-ency  reserve  for  them? — I  was  just  goifag  to 
point  out.  You  remetnber  the  Buchanan  Gold' Loan 
in  December  1908;  the  Government  of  India  came 
to  Parliament  and  said:  We  want  a  'ls*ge  gold 
loan  for  the  purpose  of-  building  railroads,  and  it 'was 
granted.  I  do  not  think  I  am'  sayipg  arij-thing  vmfair 
when  I  say  that  they  excogitated  some  sort  of  lailroad 
requirements,  and  I  have  no  doubt  very  useful  and 
necessary  roads  too,  but  they  really  wanted  a  great 
many  million  sterling  to  buy  their  own  rupees  from 
their  own  resei-ve  and  to  get  them  into  circulation,  but 
for  the  Bucjiahan  plan,  I  thiiak  the  exchange  standard 
was  done.  , 

9539.  (CfcaiVma».)  In  resgard  to  railways,  the  only 
complaint  we  have  had  before  the  Gommission  from 
any  of  o\u-  witnesses  hitherto  is' that  there  are  not 
enough  railways  in  India  ?— By  all  means  ;  if  they  wiU 
continue  to  build  railways  instead  of  letting  i-upees 
congest  in  the  treasuries,  I  am  liearitily  with  them. 
But  how  are  we  to  account  for  this  somewhat  pheno- 
menal rise  of  prices  within  India  which  everybody  .lias 
diawn  attention  to?  It  must  have  something  to  .do 
with  the  currency  clearly.     It  looks   altogether  like 
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inflation,  and  the  ^uvrency  rdtvlims  of .  notes  aiid  coins 
demonstrate  an  inflation.  You  have,  therefore,  just 
■what  -vre  should  expect  to  find.  But  the  idea  in  1893, 
when  the  mints  were  closed,  was  to. starve  the  currency 
and  force  down  prices  by  melting  up  a  currency  :which 
was  described' as  "  rediuitlant."'  i 

9540.  In  India  the  currency  is  maiiaged  by  the 
Government  ?■ — Yes. 

9541 .  Perhaps  here  you  might  say  it  is  managed  by 
the  Bank  of  England  ;  I  do  not  know  whether  that  is 
the  view  ytju  would  takeP^No;  lit  is  absolutely 
antomatiefore.  .  i         ' 

9542.  In  what  sense  is  it  automatic  here  in  which 
it  is  not  automatic  ih  India  ? — It  is  absoluteiy  auto- 
matic here.  Gold  is  not  merely  our  standard,  it  is  our 
popular  ciirrenf.y;  If  gold  comes  from.  Africa  in  any  ship 
it  goes  straifght  to  free  bbuwige  at  the  Mint.'  The  whole 
diffierente,  and  ■  the  terriblei  difference,  between  the 
Indian  system  and  that,  of  every  civilizedi  country  in 
the  West  is,  that  if  we  lose  to-morrow,  say,  ,10.  million 
sovereigns  to- the;United.Stq,tes  because. they  have  an 
exti'emely  good  hax've&t,  ahd  their  trade;  balance  is  a 
favourable  one — suppose  that  we  take  10  millions  of 
gold  out  of  the  Bank  of  England  for  that^*-we  are  not 
at  all  alarined  uiider  those  ioircnmstances,  because  we 
know  that  on  an-ival  from  the  Unit/cd  Kingdom,  those 
10  million  'sovereigns  will  raise  prices'  in  .the  United 
States,  and  will  thna  stimulate  our  expoits  to  that 
country,  and,  through'  the  stimulus  to  our  exports, 
will  presently*  bring  our.  gold  back.  .That  is  the  whole 
theory  of  the  foreign  excnaligea.  ■  But  there  is  nothing 
automatic  of  that  kind  in  the  case  of'  India.',. The 
currencies  of  the  West  are  automatic  not  merely  in  the 
country  itself,  though  as  long  as  you  can  take,  gold  and 
get,  it  .coined,  free  iai^o- eovereigfi^j,  you  hp.ve  gpt  an 
automatic,  currency  for  the  individual; 'but  yqu  have 
got  .als.0  absolutely  automatic .  ovirvenoies  and,  fe-ee 
coinage  between  the  variOua  ijationg  themselves.  ■  ^ 
.,;'  9543.  Would  the  Indian  cuiTcncy .become automatic 
if  tjie. Indian  mints  wei'e  open  to  the  fi^ee  coinage. of 
gQliJ?-:^ Yes,  undoubtedly,  it  wauld.  be  autoijaatic,  and 
effect iv«ly-,automa1»o  it- and  only  if  the  people  would 
'use  that  cun-ency  and  not  melt  it,,,.        ,,       ,  .       , 

9144.-, It.  is^nqt  merely  a  question  of  the  free  coinage 
of.isilver.it  is  a  question^  also,  of  the  free  coinage  pf 
goid,.!* — it,  would,  in  a  sense,  bsgcopniie  automatic^  I  admit, 
but  there  is  no  particular  pftint  in  an  automatic  condi- 
tion of  that  kind  as  .long  as  yori  have, got  thei,  w;hole 
Indian .iiormal  currency  a, silver  ciiiTency,  eithp-  silver 
coins  or  silver  notes.  To  my  mind  prices  jn  India 
are  silver  prices,  .and.  never  will  -be  gold  pj'ices. 
If  you  go  and  coin  a  great  mass  of  rupees  to-morrow 
for  the  Government  of  India,., you  .are  going  to  inflate 
prices  jjn  India  because  prices  arc  rupee,  pripes.  -Ithink 
if  you  coined  a  great  inass  .of ,  raw  gold  in  India  to- 
morrow it  .would. have  no,  effect,,  on  prices  there  a,t  all, 
}iAl8fS.by  thi'owing  n)[pres6.vereigns  into  hoard's, it  threw 

"more'riipees  oiit.  If'tTiefe  cairie  this  .  substitution, 
which  is  to  my  mind  what  is  going  On  at  this. moment, 
of  s6vereign^Jor  riijiaes  as  well  as  of  10,000-rupee  notes 
■for  rii|&'es,  bOth'-tho^e  conditioiife  -(frould'  abcouiit  rfor 
the-'pi'^eirt'SineSatnplba'WBe  'of   prices  in  India  as 

"jiothing  else  will.        '^''' 
"  ~  ■  ■■  9545.-  ^ At  the'  Resent '  time, '  howfever,  Vpuld  you 

'  Mtnit^hkt  it  ife  ttn^  t6'' say  that  atiyone'  in  India,  can 
■get'  anffoi'Hi  of 'curi-ericy' that  he'  pleases? — No,  1  do 
nqt  thipk  that  if  is  the  cases.  •   I  do  not  think  wen 

'  ih^' banks  can 'get' the  currency  they  need.  That  is 
their  6omp'Iaint.  That  is,  it  seems  to  me,  why  *e  are 
■air  here  to-day.  '  You  williiotice  ■vv'hat  Mr.'Dunbar 
says  :*  Om-  currency  is  locked  up,  and  we  cannot  get 

■  it 'oat,We  want  rupees.     Mr.  Dunbar's  evidence  was  veiy 

■  g&Od.  ; He  -said,  "I  am  opposed' to  a  gold  currency,  as 
^  not''being  required  inlndia-aaid  as  a  wasteful  and 
"  expensive' luxury."  Then  he  goes  on:  We  want 
rhpees-}.  we  'cannot  rraport  rupees  ;  we  •  can  ,  import 
sovereigns  by  councils,  but  it  is  rupees  we  want,  and 

they  are  loisked  up.       •  '  .   . 

■'■■  9546.-Surely  that  is  directly  contrary  to  what  you 
have  jus*  been  urging  Upon  us  j'that  is  a  complaint  that 
the  Government;  instead  of 'flooding:  the  market -iwith 
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an  excfess  of  rupees,  is  not-  supplying  them  '  with 
enough  ?^-I  think  at.  one  time  of  the  year,  during 
the'  early  months  of  the  year  till  the  crop  "comes  -in, 
there  is  any  quantity  of  currency,  and  then  during 
the  -time  of  stress  and  strain,  when  everybody  wants 
the  money,  itfis  Very  hard  indeed  to  get  it. 
• "  95^7i  It  is-not  iso  much  aquestion  of  cuiTency ,  then , 
as  it  is  a  question  of  credit  ? — No.  I  think  it  is  a 
question  of' currency.  The  rupees  which  ought  to  be 
in  the.  channels  of  trade  irtiaking  exchanges  between 
iiiidiyiduals  easy,  are  in  the  treasuries",  having  gone  into 
the  treasui'iesto'  pay  taxes  and  so  on.  It  seems  to  me 
that  there  is  a  great  deal  of  difiiciilty  in  getting  nipees. 
;i~  .9548.  At.that.  moment  thereis  a  difficulty. of  getting 
not  specially  nipees  but  money  ? — Yes. 

9549.  A  great  deal  of  evidence  has  been  offered  to 
ua  to  the  effect  that  the  Government  collects  the  bulk 
of  its  taxes  at  the.  moment  when  trade  has  the  greatest 
need^of  money,,  and  that  the  double  stress  leads' to 
certain  inconveniences  ?-^That  is  so. 

; ;  .9550.  But  that  is  not  a  special  shortage  of  silver,  it 
is  a  sl;iprtage  of  money  ? — That  is  so. 

,9551.  In  sO  far  as  money  is  required  in  rupees,  and 
Mr.  Diinbar  says  gdld  does  not  meet  the  need,  it  surely 
goes  to  show  that  there  has  been  no  such  unnatui'al 
inflation  of  the  currency  as  you  were  suggesting  to  us 
just,  now. '-^In  1906  and  1907  you'  had  the  mints 
very  busy ;  then,  after  coining  nothing  for  three  years, 
the  Government  of  India  in  the  last  two  years  has  been 
very  busy  again.  ,     '■;  1  ., 

9552.  Let  me  ask  you  why.  Do  you  suppose,  that 
the  action  of  the  Government  of  India  is  purely 
arbitrary  ?— ^Yes. 

9553i  Do  you  suppose  that  a  Finance  Minister 
•  happens  to  come  along  who  objects  to,  the  acti^ty  of 
the  mint  and  he  says,  shut  them  down  ? — Yes. 
',  9554.  And  then  another  Finance  Minister  comes 
■along  who  is  rather  pleased  to  see  the  machineiy  going, 
so  he  opens  them  up  again  ? — Yes,  I  think  so.  No  one 
knows  the  least  why ;  there  is  no'  plan  and  never  since 
1893  has' there  been  a  plan.  V  h 

9555.  You  do  not  think  the  action  of  the  mint 
follows  upon  a  restriction  or  an  increase  of  the  demand 
by. the  public,  but  you  think  it  is  purely  arbitrary  on 
the  part  of  the  authorities  of  India  ? — Yes,  it  is  a 
'managed  currency:  jiist  as  Brazil's  is.  ,   , 

.  9556.  Do  yoii  think  further  that  in  some  mysterious 
way,  by  building  railways  which'-  may  or  may  not  be 
i'dquired,  or  by  some  other  f  Orm  of  artificial  expenditure, 
the  Government  disposes  of  the  surplus  rupees  it  has 
coined  ? — Lsdy  that  it  can.  As  to  the  arbitrariness  of 
the  situation,  when  it  was  first  proposed  to  close  the 
mint  the  idea — and  there  were  many  other, wild  ideas 
theii,  we  all  now  J  admit  that,  I  think-^was  to  melt  up 
great  masses  of  i-uj)ees,  sell  the  silver  for  gold,  and  start 
a  goldijurrenoy.as  Germany  did.  They,  continued  that 
raeltiiig- up.  of  rupees  'and  so  conti-acted  the. currency 
that^  as  Sir  Shapurji  wiUbear  me  out,  it  was  mentioned 
in- the  .House- of  Opmmons  that  there  was  a  nioney 
feinine  in.  India  and  they  were  borrowhlg  rupees  in 
Bombay  in  1897  on  thfe  security  of  gold  bars  at 
2  per  cent,  a  month.  Since  then  the  %hole  practice  of 
Cilrrency'in  India  has  run  a  perfect  gamut  of  experi- 
iaents.  EVei^body  who .  goes  over  there  goes  in  order 
to  try  some  fresh  experiment.  They  describe  them 
as  evolutionary.  Sir  Guy  Fleetwood  Wilson,  who 
went  over  thei-e  and  who  is  now  coining  back,  did ;  and 
whoever  goes  next  -vvill  either  seiid  to  the  mint  a  lot 
of  silver  or  possibly  nothing  if  they  want  to  contract 
the  cun-ency  during  the  next  ten  years  and  to  force 
India,n  prices  down,  and  unless  in  some  way  you  do  f  oive 
prices  down  you  will  a  little  later  encounter  an  adverse 
balance  of  .'trade  and  have  a  great  difficulty  in  selling 
yom-Gouncil  Bills.  If  prices  are,  aff  I  believe,  40  per 
cent,  higher  in  India  now  than  they  were  three  or  four 
years  .ago,  it  is  quite  clear  that  if  we  get  a  gi-eat 
tumble  of  gold  prices  in  Europe  in  the  next  two  yeai-s, 
as  wise  men  anticipate,  the  .balance  of  ti-ade  'will  go 
greatly  against'  India;  you  will  not  be  able  to  sell 
Bills,  and  then  ydii  wiU'have'to  bon-ow  gold. 

i  v9557.  (itfivffiRttJi;)  Is  it  only  th  3  number  of  nipees 
that  affects  prices ?  .Have notes  and  gold  no  influence, 
so  to  speak?— As  long  as  a  10,0C0  rupee  note,  just 
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in  the  same  way  I  should  say  as  the  l.OOOZ.  Bank  of 
England  note,  is  in  currency,  of  course  it  has  an 
effect.  But  the  conclusion  that  I  have  come  to,  from 
all  I  can  glean,  is  that  prices  are  rupee  prices,  and 
depend  on  the  active  circulation  of  the  rupee  and  small 
notes,  and  that  gold  is  not  used  at  all.  Of  course, 
if  you  thi'ow  a  great  mass  of  gold  sovereigns  into 
India,  as  you  have  done  in  the  last  four  years,  while 
these  are  shaking  down  in  their  hoarding  places  people 
see  them  up  country ;  while  they  are  reaching  a  cus- 
tomer in  the  Punjab,  who  wants  a  sovereign  ia 
exchange  for  perhaps  15  rupees  that  he  has  got 
under  his  hearthstone,  people  will  see  them  passing  by. 
Sovereigns  appear  at  the  railway  stations,  and  they 
appear  at  the  treasuries,  but  they  will  very  soon  shake 
down  into  the  hoards  to  be  no  more  seen.  I  do  not 
believe,  whatever  gold  you  pour  into  India,  it  will 
ever  make  any  difference  to  the  currency  of  India. 
The  coin  is  too  large.  With  wages  at  foui-  rupees  a 
month,  a  sovereign  is  the  wages  of  near  four  months. 
What  are  our  wages  here  ?  Let  us  say  &l.  a  month. 
A  sovereign  in  India  is  just  what  a  20-sovereign  coin 
wotild  be  here,  and  we  know  that  a  20-sovereign  coin 
would  not  provide  a  cun-enoy  at  all.  Our  people  would 
not  stand  it  for  ten  minutes. 

9558.  {Chairman.)  I  understand  your  argument  so 
far  to  be  that,  in  the  first  place,  it  was  a  great  mistake 
to  close  the  mint,  and  that  that  mistake  was  made 
under  a  misapprehension  ? — Tes. 

9559.  In  the  second  place,  that  there  was  an  oppor- 
tunity of  reversing  that  decision  at  the  time  of  which 
you  have  spoken,  when  the  French  and  American 
Governments  and  the  British  Government  were  ready 
to  do  it,  but  that  India  blocked  the  way  P^Tes. 

9560.  Those  opportunities  having  been  in  your 
view  misused  or  lost,  things  have  not  remained 
stationary,  and  some  at  any  rate  of  the  evils  of  the 
original  change  must  have  been  mitigated;  what  in 
your  view  are  the  evils  of  the  original  change  which 
must  have  been  mitigated  or  diminished  by  lapse  of 
time  ? — No ;  I  cannot  accept  that.  I  think  the  evil 
increases  every  day.  1  point  out  that  prices  ai-e  i-ising 
in  India,  as  far  as  I  can  make  out,  considerably  faster 
than  they  are  rising  here  ;  therefore  you  are  going  to 
run  up  against  an  adverse  trade  balance  and  the 
impossibility  of  selling  Council  Bills.  Ton  have  shipped 
a  whole  mass  of  gold  to  India  which  we  here  want, 
and  it  is  lost,  in  my  judgment,  for  ever,  and  that  will 
make  it  more  diifioult  for  India  to  borrow.  If  gold  is 
to  leave  Europe  at  the  present  rate,  what  sort  of 
position  are  we  going  to  be  in  to  finance  India  .f 
I  take  for  one  moment  what  we  saw  in  the  papers 
this  morning.  There  is  the  announcement  of  a 
Boyal  Commission  to  consider  the  question  of  the 
State  purchase  of  railroads.  Twenty  years  ago 
our  minds  rwo.  on  State  purchase  at  a  time  when 
this  country  could  have  borrowed  money  at  2f  per 
cent.,  and  when  the  railroads  were  earning  4J  per 
cent.  But  you  cannot  do  anything  of  that  kind 
to-day.  Germany  funded  her  State  railways  at  a  time 
when  bank  rates  were  very  low,  because  the  money  was 
then  available,  but  how  can  we  get  a  great  conversion 
scheme  of  that  kind  now  ?  We  have  sent,  roughly, 
160  millions  of  gold  to  India  in  the  last  13  years  ;  the 
result  is  a  5  per  cent,  bank  rate,  and  the  Government 
of  this  country  could  not  now  boiTow  at  the  rate  which 
the  railroads  are  at  present  earning  ;  they  are  earnin<» 
4  per  cent.,  and  if  you  could  bon-ow  at  4  per  cent. 
1,000  millions,  there  would  be  no  profit  on  the  operation. 
These  Indian  experiments  have  knocked  for  ever  on 
the  head  constructive  politics,  which  requii'e  cheap 
money. 

9561.  I  want  you  to  come  a  little  closer  to  the 
present,  but  I  do  not  want  to  misrepresent  in  any  way 
the  line  of  your  argument  ? — -I  follow ;  you  want  to 
know  why  do  I  think  it  is  so  very  bad  now  for  India 
and  will  be  worse  ? 

9562.  What  steps  do  you  think  ought  now  to  be 
taken  ? — ^I  go  back,  if  I  may  for  a  moment,  to  my 
original  point.  In  the  first  place,  the  danger  in  famine 
times  of  the  non-convertibility  of  bullion  to  coin  is 
serious,  but  I  think  a  much  greater  disa^ster  has  been 
the  fact  that  the  peasantry  of  India,  because  the  mints 


are  still  closed  —  and  this  argument  is  good  for  a 
thousand  years  as  far  as  I  can  make  out — are  handed 
over  to  be  fleeced  by  the  money  lender.  The  peasant 
owning  100  tolas  of  bangles  or  ornaments  could  always 
send  them  to  the  nearest  mint  and  get  100  rupees  for 
them,  and  as  long  as  he  could  do  that,  that  controlled 
the  rate  which  the  money  lender  charged.  I  looked  into 
this  question  when  I  was  in  India,  very  carefully.  I 
found  the  whole  situation  very  interesting.  There  is 
no  doubt  that  whereas  the  sowkar  rate  and  the  bunnia 
rate  before  the  mints  closed  was  not  more  than  1  per 
cent,  a  month,  it  is  now  3  per  cent.  When  Messrs^ 
Toomey  and  Eraser  came  here,  Su-  Ernest  Cable 
inquired  from  Mr.  Toomey,  "  Knowing  the  native  as 
"  we  do,  it  is  quite  possible  that  having  a  hoard  in 
"  his  village  he  may  still  be  borrowing  at  40  per  cent. 
"  from  his  bunnia  ?  "     (Cd.  7069,  Q.  2975.) 

9563.  Ton  understand,  of  course,  that  they  wei-e 
saying  that,  though  he  might  have  money  of  his  own 
available,  sooner  than  draw  from  his  hoard  he  would 
borrow? — Tes.  I  will  quote  a  case  within  my  own 
experience  at  Aurungabad.  A  little  cultivator  who 
had  borrowed  400  rupees  from  a  local  sowkar  died,  and 
apparently  left  nothing  in  the  world,  so  the  sowkar 
got  an  order  to  examine  his  premises.  They  found 
4,000  rupees,  although  he  was  paying  IJ  per  cent, 
a  month  for  this  loan  of  400  rupees.  As  long  as  the 
mints  were  open,  I  do  not  see  how  the  rate  coidd  ever 
have  gone  above  about  1  per  cent,  a  month,  because  if 
the  sowkar  would  not  lend  at  1  per  cent,  per  month, 
the  little  man  with  the  hoard  would  say,  "  AU  right,  I 
"  will  send  it  through  one  of  the  agencies  to  be  coined 
"  into  rupees." 

9564.  Mr.  Toomey "s  argument  was  that  that  was 
exactly  what  he  did  not  do  ;  ho  was  so  reluctant  to 
draw  upon  his  hoard  and  to  use  his  hoard,  that  he 
borrowed  at  this  enormous  rate .'' — ^I  wish  you  would 
ask  Mr.  Toomey  or  anybody  else  who  has  experi- 
ence of  India,  who  ever  heard  of  such  rates  as  that 
in  the  seventies.  I  remember  opening  my  eye  seven 
at  this  rate  of  IJ  per  cent,  per  month.  Witnesses 
before  this  Commission  have  quoted  3  to  8  per  cent. ; 
how  could  such  rates  be  if  the  mints  were  open  and 
there  was  a  free  competition  between  the  sowkars  who 
make  these  village  loans  ?  If  the  mints  were  opened 
and  I  were  a  sowkar,  of  course  I  should  have  to  lend 
at  1  per  cent,  a  month,  because  my  neighboiu-  sowkar 
would.  The  opened  mints  made  a  zone  within  which 
the  boiTowings  took  place,  but  to-day  there  is  absolutely 
no  rate  to  control  these  bunnias  and  sowkars.  The 
security,  the  good  perfect  security  of  silver  bullion  is 
gone. 

9565.  {Sir  Ernest  Cable.)  It  is  an  important  question 
as  to  whether  the  rates  were  or  were  not  raised  ? — I 
know  the  rates  were  much  lower. 

9566.  What  I  have  heard  is  that  the  rates  tend 
downwards  and  not  upwai-ds,  as  you  say  ? — As  compared 
with  the  early  eighties  P 

9567.  Tes.  It  was  only  this  morning  that  I 
happened  to  ask  Su-  James  Meston  that  very  same 
question,  and  he  said,  "  Tes  they  are  much  lower  and 
are  going  lower  "  ? — That  is  not  the  evidence  as  I  read 
it  in  yom-  own  blue  books.  Several  witnesses  have 
quoted  8  per  cent,  per  month,  and  Mr.  Toomey  says 
40  per  cent.  I  never  heard  of  such  rates  when  I  was 
in  India  a  quarter  of  a  century  ago. 

9568.  {Chairman.)  Mr.  Toomey  was  speaking  of  an 
exceptional  case ;  my  memory  is  that  he  was  speaking 
of  the  reluctance  of  the  peasant  to  touch  his  hoard  ?— 
I  know. 

9569.  Of  course,  the  extent  to  which  he  would 
borrow  sooner  than  draw  upon  his  hoard  was  perfectly 
illogical,  exactly  as  you  spoke  just  now  of  a  man  who 
boiTowed  and  then  died  with  apparently  nothing,  but 
who  really  had  a  sum  in  reserve  which  made,  the 
borrowing  unnecessary  ?— They  are  interesting  in- 
stances, but  I  do  not  attach  too  much  importance  to 
them.  What  I  do  think  is  that  silver  before  the  mints 
closed  was  a  perfectly  good  banker's  seourity  at  par. 
A  man  who  had  1,000  tolas  of  silver  in  any  shape  or 
form  had  a  gilt-edged  banker's  security  for  1,000  rupees, 
and  this  form  of  security,  which  is  to-day  worthless, 
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existed  witli  mints  open  to  the  extent  of  26  rupees  for 
every  man,  woman  or  child  in  India.  And  under  these 
conditions  I  feel  certain  that  the  sowkar  would  say ;  If 
I  can  get  this  coined  at  the  nearest  mint  simply  by 
sending  it  there,  I  cannot  charge  a  veiy  high  rate. 
On  personal  unsecured  loans  possibly  the  rate  now  is 
no  higher  that  it  was  then — ^that  I  know  nothing  about ; 
but  I  say  the  one  security  which  the  Indians  own 
is  the  security  of  their  silver — ^that  is  the  one  thing, 
it  represents  their  whole  fiscal  system,  their  whole 
condition  of  debtor  and  creditor  is  arranged  on  that 
one  security,  silver,  and  that  you  have  destroyed. 

9570.  Would  it  be  the  rate  of  interest  that  would  be 
affected  by  the  fall  in  the  value  of  silver ;  would  it  not 
rather  be  the  amount  of  money  ? — I  think  both,  but 
certainly  that.  I  have  mentioned  the  case  of  the  man 
near  Allahabad  who  had  2,000  rupees  weight  of  silver 
and  only  got  600  rupees  for  it. 

9571.  In  regard  to  the  evils  of  the  working  of  the 
present  system,  I  think  we  have  got  your  views  quite 
clearly ;  in  the  first  place,  it  has  unnaturally  raised 
prices  ? — Tes. 

9572.  In  the  second  place,  it  has  arbitrarily  and 
artificially  diminished  the  value  of  the  hoarded 
resources  of  the  peasantry  ? — Tes. 

9573.  Now  let  us  go  on  to  your  next  point  in 
connection  with  that  ? — That  is  the  origin  of  the  gold 
exchange  standard  agitation.  That  exchange  would  have 
recovered  despite  an  open  mint  I  hold  to  be  probable. 
The  crisis  of  1873  was  of  course  unprecedented.  Tou 
had  for  the  first  time  in  the  world's  history  three  first- 
class  nations,  France,  the  United  States,  and  Germany, 
all  deciding  at  the  same  moment  to  demonetize  silver. 
Gei'many  was  prepared  to  sell  between  300  and  400  mil- 
lion ounces  of  silver,  by  throwing  it  on  the  French  mints  ; 
and  the  French,  who  had  just  been  defeated  in  the  field, 
felt  constrained  to  close  their  mints.  The  United 
States  at  that  time  had  suspended  specie  payments, 
but  was  about  to  resume  specie  payments.  It  was  in 
the  Constitution  of  the  United  States  that  at  1  to  16 
anybody  could  bring  silter  to  the  mints.  In  1873  silver 
was  demonetized  at  Washington  and  you  thus  had  this 

•revolutionary   change   in   the   status   of   silver   which 
inevitably  must  have  involved  a  considerable  period  for 
the  absorption  of  that  metal.    But  had  the  Indian  Mints 
continued  open  after  1893,  serious  though   the  crisis 
would  have  been  and  very  inconvenient  for  the  Govern- 
ment, India  long  since  would  have  absorbed  silver,  in 
place  of  absorbing  our  gold,  so  that  the  rupee  would 
have  returned  to  its  old  rate  of  exchange.     If  India,  in 
the  last  13  years,  instead  of  drawing   160  millions  of 
sovereigns    against    her    trade    balances,  had  drawn 
instead  800  or  900  million  ounces  of  silver,  any  such 
drain  of  silver  as   800  or  900  million   ounces   would 
inevitably  have  brought  silver  back  to  par  again.     I 
think  I  have  now  come  to  the  point   where  I  might 
give  you  the  figures  of    the  present  production  and 
consumption   of   silver.      There  is  no  sui-plus  silver; 
.  it  surprises  me  how  little  surplus    there    ever   has 
been.      The     industrial     consumption     of     silver     is 
increasing  by  leaps  and  bounds,  and  it  is  one  of  the 
great  surprises  of  the  time.      Look  at  the  figures.    In 
1905  the  industrial  consumption  of   silver  was  only 
50  million  ounces,  or  30  per  cent,  of  the  production 
of  the  mines   in   1909,  four  years  later  it  was    104 
million   ounces,    or    50   per   cent.;    and  in   1911   the 
industrial  consumption  was  no  less  than  143  million 
ounces,  or  64  per  cent.     I  have  not  got  the  figures  for 
1912— they  come  from  the    Washington    Bureau  — 
but  the  share  taken  by  the  silversmiths  in  1911  was 
no  less  than  85  per  cent,  of  the  world's  total  pro- 
duction of  silver  in  1905.      Now  let  us  look  at  the 
coina,ges.     After  the  silversmiths  have  been  supplied, 
of  all  the  great  mass  of  silver  produced  to-day,  240 
million  ounces,  there  only  remains  about  80  million 
ounces,  and  of  that  80  miUion  ounces  for  1911  China 
took  for  coinage  34  million  ounces,  Japan  took  nearly 
•     5  million  ounces,  Austria  took  more  than  6  miUion 
ounces,  Belgium  took  1,701,000;  Brazil  took  1,715,000, 
Egypt  took  1,310,000,  Mexico  took  1,276,000,  Morocco 
took  over  2  milUons,  Russia  took  a  milhon  and  a  half, 
San  Salvador  took  1  miUion,  and  Venezuela  took  a 


million  and  a  quarter.     What  I  venture  to  think  you 
are  likely  to  find  with  the  present  situation  of  exchange, 
in  view  of  the  great  drain  of  our  gold,  the  great  rise  of 
prices  in  India,  and  the  risk  of  an  adverse  trade  balance 
in  India  is  that  a  limited  Monetary  Union  could  bo 
to-day  established  without  difficulty  and  in  perfect 
safety,  and  that  the  time  is  unusually  opportune  for  a 
settlement  of  that  kind.      Let  me  take  the  figures  of 
the   production   of    silver   for   a   moment.      In   1910 
and  1911  the  production  for  the  two  years  was  447 
million   ounces,   and   the   industrial  consumption  for 
those  two  years  was  282  million  ounces,  leaving  164 
million  ounces  for  the  two  years.     The  actual  coinage 
for  those  two  years  was  considerably  more  than  164 
million  ounces,  so  that  there  was  positively  a  deficit, 
strange  as  it  seems,  of  16  million  ounces ;  you  can  ear- 
mark it  and  I  can  give  you  the  countries.      On  the 
average  of  the  two  years,  the  net  annual  surplus  for 
coinage   was   82   million   ounces,   out  of  which  Great 
Britain,    France,    Germany,   and    the    United    States 
coined  45  million  ounces,  leaving  only  37  million  ounces 
to  meet  the  coinage  of  the  rest  of  the  world,  which 
amounted  to  53  million  ounces ;  so  that  actually  the 
world  required  to  draw  from  some  existing  stock  of 
silver  bullion  in  order   to  obtain  its  token  currency. 
I  should  like  to  say  a  word  about  the  state  of  the  China 
trades,  nothing  in  this  connection  is  more  important. 
The   China  trades   require   some   fixity   in   exchange. 
If  we  could  get  to-day  an  agreement  like  that  offered 
in  1897  on  the  part  of  France  and  the  United  States, 
but  which  would  still  avoid  the  sudden  jump  which 
alarmed    the   Government   of   India,  on   the    ground 
that  it  would  kill  their  export  trade ;    if  we  could  get 
instead  a  gradual  rise,  if  we  could  advance  silver  2d. 
an  ounce  each  year,  that  would  be  ideal.     The  proposal 
I    make  is   really  the  proposal  made   by  Mr.   Alfred 
Rothschild  at  the  Brussels  Monetary  Conference  that 
there  should  be  an  agreement  between  the  nations  to 
purchase  regularly  so  much  silver  per  year.     In   my 
judgment  we  should  do  that  now.     We  know  what  we 
did  not  know  then ;  we  know  how  much  India  requires 
India  for  the  last  15  years  has  taken  30  million  ounces 
of  silver  per  year.     We  are  buying  yearly  for  the  Mint 
here  15  million  ounces  chiefly  to  go  to  the  Nigerias.    The 
African  demand  is  increasing  enormously,  and  there 
is  no  reason  why  we  should  not  get  the  whole  of  East, 
Central,  and  Western  Africa  under  a  rupee  cun-ency. 
I  was  in   Africa  four  winters  ago,  and  I   found  the 
rupee  doing  money  work  everywhere  from  the  Abyssinian 
frontier   south   to  Tanganyika.      It  is  very  popular, 
and   it    is   being   hoarded  there   just  as   it   is   being 
hoarded   in  India.     The  future  consumption  of  silver 
by  Africa  must  be  immense.     If  India  takes  30  million 
ounces  and  our  Mint,  as  I  say,  takes  15  miUion  ounces, 
that  is  45  miUion  ounces  out  of  the  80  million  ounces 
which  is'  the  whole  surplus,  and  you  have   got  these 
other  countries  at  present  taking  more  than  the  entire 
balance.      If  we   could  have  one   buyer  for  the  four 
nations,  England,  France,  Germany  and   the   United 
States,  of   a   fixed   amount   of   silver  per  month,  we 
could  very  easUy  put  up  the  price  of  silver  2il  per 
ounce  per   year   until  it  went  to  43i.,  which  is   the 
melting  rate  of  the  rupee.     That  was   the  Rothschild 
proposal  and  the  price  to  attain,  and  havmg  got  it  up 
to  43i.  by  these  quiet  stages,  we  should  have  had 
such  object  lessons  along  the  road  of  the  value  of  a 
fixed  exchange,  particularly  with  China,  as  I  have  no 
doubt  would    conduce    to   a   settlement.    I  think  a 
settlement  of  this  question  is  to-day  easy.     The  world 
has   forgotten  the   nonsense  talked  and   the   temper 
shown  a   quarter  of  a  centui-y  ago.      As  I  say,  it  is 
the   settlement  proposed  by   France  and  the  United 
States  with  the  assistance  of  India,  which  assistance 
had  been  promised  by  our  Government.     Here  we  had 
these  two  great  nations  with  supreme  power  over  the 
exchanges,  Fi-ance  saturated  with  gold — ^there  is  more 
"■old  at  this  moment  at  the  Bank  of  Fi-ance  than  we 
have  got  in  aU  our  banks— and  the  United  States,  the 
greatest  financial  power  the  world  has  ever  seen  ;  and 
yet  there  was  an  idea  at  Simla  that  two  countries  of 
such  colossal  importance  could  not  maintain  exchange, 
and  that  a  rupee  of  Is.  lid.  was  not  desirable.     The 
real  interest  of  the  Indians,  who  own  one-fifth  of  aU 
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the  silver  iu  the  world,  was  sacrificed  to  the  remittance 
interest  of  a  handful  of  export  merchants, 

doTi.  {Lord  Faber.)  Would  not  such  a  large  increase 
as  it  would  be  of  2d.  an  ounce  in  the  price  of  silver  by 
agreement  with  these  big  nations  stimulate  the  pro- 
duction of  silver  most  enonnously  ? — I  think  not. 
That  is,  I  admit,  a  question  for  experts.  In  the 
fii-st  place,  silver  is  a  by-pi-odilet  lai'gely  of  lead  miiaes 
iind  copper  mines.  If  ■  the  •  piice  of  silver  rose  vei-y 
considerably  so  that  ,  fresh  mines  were  opened,  you 
might  so  ■flood  the  market  with  copper  and  lead  that 
the  price  of  both  those  metals  would  fall.  Toil 
must  not  regard  silver  as  a  primary  metal.  The 
cost  of  producing  sUver  is  perhaps  Id.  an  ounce ;  I 
mean  that  when  you  have  got  it  iu  the  copper  and 
lead  matte  you  can  release  it  for  Id.  an  ounce.  The 
pi'odnction  of  silver  from  copper  and  lead  mines  to-day 
is  much  greater  than  it  used  to  be,  and  the  production 
of  silver  from  i-eal  silver  mines  is  much  less.  Except 
Cobalt  1  can  think  of  no  important  silver  camp  now. 

9575.  (ClMirman.)  I  was  told  the  other  day  of  a 
three-fold  industry,  in  which  the  first  two  and  more- 
expensive  articles  are  produced  without  profit,  and  the 
whole  profit  of  this  three-fold  indtistiy  is  made  out 
of  what  you  might  call  a  by-product,  a  waste  product, 
of  the  first  two  stages  of  the '  manufacture  ? — I  think 
that  is  quite  possible.     ' 

S576.  Do  yon  not  think  that,  if  the  price  of  the' by- 
product is  raised  tremendously,  you  will  certainly  be  able 
to  afEord  a  considerable  reduction  in  the  prices  of  the 
principal  products,  and  tha,t  that  reduction  of  the  cost 
will  cause  an  increased  demand  for  the  use  of  them  ? 
— Tou  are  applying  that  argimient  to  the  silver  market  ? 
1  should  have  to  look  into  the  figures,  but  1  shoidd 
say  not. 

9577.  To  put  my  point  clearly,  suppose  that  the 
increased  price  of  silver  encouraged  a  gi'eater  pro- 
duction of  copper,  the  first  stage  might  be  a  fall  in  the 
price  of  copper  ?^ — Yes. 

,9578.  Do  you  not  think  that  would  be  followed  by  an 
increased  use  of  copper  P — I  think  it  would.  I  admit 
it  is  arguable  that  a  considerable  rise  in  silver  might 
increase  its  production.  But  silver  is  the  key  to 
unlock  all  the  trades  of  the  Orient,  and,  as  I  say,  of 
Africa  too.  I  do  not  think,  you  can  ever  get  enough 
silver.  Given  free  mintage  the  need  of  silver  for  legal 
tender  money  by  the  backward  and  bankless  nations 
is  illimitable.  China  is  capable  of  absorbing  immense 
masses,  and  I  live  in  the  hope  that  I  will  see  all  Africa 
under  a  single  silver  standard.  It  is  an  admirable 
money-metal.  They  are  building  railroads  to-day  in 
Africa  with  silver  rupees.  To  my  mind  the  metal, 
silver,  is  the  metal  of  all  transactions  in  Asia,  and  gold 
never  will  be. 

9579.  Having  regard  to  this  vei-y  large  demand 
v/hich  you  foresee  actually  existing  for  silver,  and 
having  regard  to  the  fact  that  you  do  not  think  that 
the  rise  in  price  would  increase  the  supply  of  silver 
piit  of  propOi-tion  to  the  increased  demand,  are  you 
of  opinion  that  it  would  be  a  perfectly  safe  transaction 
now  for  two  or  three  of  the  great  buyers  in  combina- 
tion with  India  to  fix  a  price  -for  silver  which  should 
gi-adually  rise  iintil  the  buUion  in  the  rupee  was  equal 
to  the  face  value  of  the  rupee  P^Yes. 

9680.  That  is  yoiir  object  ? — Exactly ;  to  get  the 
rupee  to  its  melting  point  again.  .  That  is  the  bitter 
cry  of  India's  natives;  If  the  United  States,  Germany, 
Fi-ance,  and  England  appi-oach  this  question  in  con- 
ference, the  method  would  be,  I  think,  Lord  Goscben's 
proposal'  in'  1891,  of  small  notes  secured  by  silver. 
We  bimetalUsts  fought  it  when  he  made  the  proposal 
as  Chancellor  of  the  Exchequer.  We  thought  it  was 
a.  cowardly  makeshift.  We  were  convinced  we  were 
about  to  get  open  mints  and  all  the  rest  done.  We 
were  full  of  enthusiasm.  At  that  time  we  had  150 
Members  of  Parliament  on  the  League  list,  aiid  we 
brought  a  deputation  to  Mr.  Goschen  hei-e  and 
denounced  his  proposal.  I  found  Out  a  year  after- 
wards from  Sir  Robert  Giflen  that  Sir  Robert  and 
some  orthodox  gold  men  had  been  with  Mr.  Goschen 
the  vei-y  same  morning  and  for  the  same  purpose.  So 
Mr.    Go.schen,   between  the   hammer  and   the   anvU, 


dropped  his  project.  The  saturation  point  of  silver 
is  13g.,  tliat  is  to  say,  if  you  coin  anotha-  1«.  a. head 
it  will  not  remain  out  in  the  cii-culation ;  it  comes 
back.  They  find  from  long  experience,  that  as  much 
silver  a«  can  be  put  into  our  tills  and  pockets  is  13g. 
per  capita.  Mr.  Groschen's  view  was  that  if  10«.  notes 
were  issued,  secm-ed  by  silver  bullion;  lying  '  in  the 
bank,  it  might  be  possible  to  put  a  further  20«.  per 
capita  into  circulation,  t<i  the  convenience  of  the 
public  and  the  great  profit  Of  the  Treasury.  If  you 
could  put  another  40  millions  sterling  by  means  oi 
small  notes  into  om-  circulation,  the  demaind  for  silver 
under  any  conceivable  conditions  of  prodaetion  must 
greatly  advance  its.  price.  If  the  TJnited  States, 
France  and  Germany  would  do  the  same  thing  the 
exchange  problem  disappears.  The  Germans,  I  have 
no  doubt,  would ;  they  are  clever  bankers,  and  they 
are  making  gi-eat  silver  issues  now,  as  you  know,  to 
replace  gold,  which  they  are  putting  into  their  Spandau 
war  chest,  and  I  feel  convinced  that  once  thie  public 
here  become  accustomed-  to  cai-ry  small  notes,  they 
wiU  like  them.  In  these  days  of  old  age  5«.  pensions, 
the  inconvenience  attending  the  weekly  collection  of 
great  masses  of  silver  is  very  great,  whereas  the 
emission  of  5s.  notes  would  be  a  great  convesnience 
to  take  the  place  of  small  money  orders,  and  in  this 
way  a  great,  new  market  for  silver  would  be  ci-eated. 
The  plan  did  not  originate  with  Mr.  Goschen,  it  was 
l^e  proposal  of  the  Royal  Commission  of  1888.  In 
their  Final  "Report,  Part  II.,  para.  137  (C.  5512),  they 
say,  "  We  think  that  the  best  suggestion  in  relief,  erf 
-^'  the  tension  of  the  existing  situation  is  to  be  found 
"  in  the  issue  of  small  notes  based  on  silver.  These 
"  might  become  the  substitutes  for  the  half-sovereign, 
"  and  if  they  came  into  general  use  they  would  afford  a 
"  remedy  for  those  difficulties  in  relation  to  that  coin  to 
"  which  public  attention  has  been  prominently  called. 
"  Twenty-shilling  silver  notes  might  also  be  issued.  If 
"  these  were  put  into  circulation,  they  woidd  probably 
"  pass  largely  into  use  without  any  alteration  of  the 
"  law  of  legal  tender."  The  Goschen  proposal  also 
was  to  issue  the  notes  with  a  legal  tender  limited  to 
40s.  "  The  Government  might  issue  these  upon  con- 
"  dition  of  retaining  silver  capable  of  being  coined 
"  into  an  equal  number  of  shillings.  The  market  thus 
"  opened  for  silver,  might  check  the  decline  in  price  of 
"  the  metal,  besides  producing  an  economy  in  the  use 
'■  of  gold.  (Signed')  Hei-schell,  C.  W.  Fremantle, 
"  T.  H.  Farrer,  Leonard  H.  Courtney.;  Louis  Mallet, 
"  Arthur  James  Balfour,  Heniy  Chaplin,  D.  Barbour, 
"  W.  H.  Houldsworth,  Samuel  Montagu."  Our  objec- 
tion at  that  time  to  the  Goschen  plan  was  that  it 
involved  a  contraction  of  the  ciu-rency;  that  it  was 
going  to  call  in  the  half -sovereigns;  which  were  a  full 
legal  tender,  and  in  their  places  put  these  small  notes, 
which  were  not.  We  said  we  were  sufEeiing!  already 
from  a  contraction  of  the  cvu-rency,  evidenced  by  the 
great  fall  of  prices,  and  this  was  a  fuj-ther  measure  of 
contraction.  But  to-day  there  is  much  to  recommend 
the  plan  to'  any  Chancellor  of  Exchequer.  The  profit 
to-day  of  piu-chasing  silver  at  27d.  and  issuing  It'thi-ongh 
the  mint  at  66d.  is  very  large.  And  Mr.  Goschen,  the 
most  orthodox  of  'financiers,  said  of  it,  "  There  are  no 
economic  objections."  Do  you  remember  his  statement 
at  Leeds  *  ? 

9581.  Yes,  I  re-read  it  lately.  I  am  a  little  sur- 
prised to  hear  you  favouring  silver  notes  for  this 
countiy,  because  I  thought  you  took  such  a  veiy  severe 
view  of  what  are,  in  fact,  the  silver  notes  of  India  ?— 
No,  not  qua  notes ;  I  am  not  taking  a  severe  view  of 
them  at  all,  on  the  contrary,  I  think  it  is  an  admirable 
thing — the  more  silver  you  get  into  circulation  through 
liotes  the  better.  I  only  objected  to  the  10,000- 
rupee  notes  being  described  as  in  active  circulation; 
1  think  that  is  not  accurate ;  I  do  not  think  notes  of 
that  size  ai-e  really  cun-ency  at  all ;  at  Ijest  they  are 
certificates  of  deposit. 

9582.  I  think  the  words  "active  cii-culation"  are 
used  there  with  a  rather  tiechnical  meaning  ;  they  do 
not  mean  that  these  10,000-i-upee  notes  are  passing 

*"lleported'oii  page  10  of  -'The  Times"  for  Thnralav, 
29th  January  1891. 
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daily  tromtand  to  hand  P— No.  They  ai'e  a,bsorbed 
for  hoards,  and  it  il'a  good  thing  that  they  should  be. 
If  I  may  be  pardoned  for  a  moment's  digression,  how 
are  you  to  going  to  treat  these  enormous  "notes  later 
on?  The  Fowler  Committ€;e,  in  their  Report,  con- 
templated a  few  yeai-s  later  the  positive  demonetisation 
of  the  rupee — I  am  afraid  I  have  not  got  the  reference.* 
But  that  Committee  expressed  the  hopp  that  in  a  few 
years  they  would  be  able  to  deprive  the  rupee  of  its  legal 
tender  prerogative  altogether.  Now,  if  you  are  putting 
out'10,000-rupee  notes,  and  they  are  being  accumulated 
by  capitalists  in  India,  do  you  still  contemplate  at  some 
futm-e  time  the  deinonetisation  of  those  notes  ?  Tou 
can  hardty  convert  a  10,000-rupee  note,  while  refusing 
the'rlipee  piece  itself  the  prerogative  of  legal  tender. 
Is  not  the  whole  future  of  the  currency  of  India  full 
of  pitfall^  because  of  these  pei-nioious  experiments  ? 
Sup^bs'e  there  was  to  be  a  Mutiny  in  India,  the  very 
first  thing  the  mutineers  would  do  would  be  to  set 
up  a  mint  and  coin  the  silver  of  the  natives  into 
rupees,  which  would  be  quite  indistinguishable  from 
your  own. ,  If,  a,gain,  India  were  ever  invaded  ;by 
Itussia  or  by  Japan,  the  first  thing  the  invaders 
would  do,  1  suppose,  would  be  to  imitate  the  rapee, 
and  make  the  profit  themselves  on  the  issiie.  I 
remember  Mx.  (jibbs,  when  he  was  Govel-nor  of  the 
Bank,  telling  me  that  large  numbers  of  half  crowns 
forged  in  Barcelona  had  come  to  the  Bank,  and  that 
they  were  so  perfect  in  design  that  it  was  almost 
impossible  to  detect  them.  There  was  a  native  arrested 
in  India  the  other  day  who  had  got  a  complete  coining 
apparatus  jvhich  he  declared  he  had  bought  in,  the 
Bazaar.  It  was  of  Austrian  manufaotiire,  and  they 
found  on  Tiijn  a  lot  of  freshly-coined  mpees.  What 
is  to  prevent  me  going  to  Geiman  East  Africa,  the 
riipee  being  ah-eady  the  legal  tender  currency  of  our 
Protectorate  next  door,  and  coining  rupees  in  German 
territory  and  taking  them  across  the  frontier  or 
shipping  them  to  Bombay  ?  It  would  be  a  most 
profitable  operation. "   Who  is  to  stop  me  ? 

'  9683.  I  led  you  a  little  astray  by  an  observation  on 
which  I  did  not  want  to  lay  stress.  I  do  want  to  ask 
you  one  question  on  the  conclusion  of  your  interesting 
statement.  What  it  has  led  up  to  has  been  your 
advocacy  of  the  summoning  of  a  conference.  As  I 
understand,  your  view  is  that  this  Government  should 
take  the  initiative  in  sxunmoning  a  conference  of 
cei-tain  of  the  gi-eat  powers,  to  see  whether  an  arrange- 


'^  C.  9390,  jjal'a.  53  of  the  Ciommittee's  Uei)ort: 


ment  of  the  kind  that  you  have  foreshadowed  could 
now  be  made,  and  if  it  could  be  made,  you  are  wholly 
in  favour  of  its  adoption  and  think  that  it  would  be 
very  much  better  and  much  safer  than  the.  existing 
system  ? — Yes.  ^  ■ , 

9584.  Does  your  support  of  that  propos  ;,1  .depend 
upon  the  concuiTcnce  of  the  other  powers  ?  J  rather 
gather  it  does.  Or  would  you  advocate,  failing  agree- 
ment with  other  powers,  that  India  should  by  itself 
reverse  the  decision  to  close  the  mints  and  attempt, 
with  the  aid  of  such  altered  circumstances  as  you  have 
described,  to  cany  the  whole  burden  of  maintaining 
the  parity  ? — I  would  not  like  to  cross  that  bridge  till 
I  got  to  it.  I  would  do  my  utmost  to  secure  powerful 
partners.  A  few  years  ago  the  United  States  said 
that  with  France  and  India  they  were  prepared  to 
open  their  mints  to  free  coinage.  Yoii  must  remember 
that  the  Democratic  party,  who  were  always  :the  silver 
party,  are  now  in  power  in  Washington ;  and  I  have 
eveiy  reason  to  believe  that  Fiunce  is  alaimed  at  the 
great  drain  of  gold  to  the  East.  There  was  no  such 
di'ain  of  gold  in  1897,  and  yet  those  great  nations 
were  then  prepared  to  shoulder  the  burden — if  it  cau 
be  called  a  burden.  ,  ,; 

9586.  Theii  I  take  it  that,  for  practical  purposes,  at 
the  present  time  your  proposal  to  the  Commission  is 
dependent  on  the  concurrence  of  these  other  powers  ? 
— Yes,' it  will  be  time  enough  to  consider  an  alternative 
when  France  and  the  United  States  have  said  "  No." 
I  suggest  a  yeiy  limited  mbnetai-y  union.  We  have 
always  broken  down  at  these  large  monetai-y  con- 
ferences. I  remember  at  Brussels  there  came  gentle- 
men from  South  America  who  had  not  seen  a  gold 
coin ,  in  their  lives,  but  they  were  full,  of  abstract 
currency  views,  and  they  did  most  of  the  talking. 
One  delegate  from,  I  think,  Yenezviela,  occupied  nearly 
a  whole  sitting.  You  do  not  want  those  gentlemen  in 
a  monetary  union  such  as  I  contemplate. 

9586.  Sometimes  people  with  the  worst  cuiTency 
know  most  about  the  subject  ? — YeS,  they  do. 

9587.  Your  point  is  that  it  would  be  a  mistake  to 
attempt  to  get  a  world  agi-eement? — Yes,  because  it 
is  not  necessary. 

9588.  And  that  it  Would  be  amply  sufficient  to  j,'et 
the  agi'eement,  of,  say  France,  Germany,  and  the  United 
States?— Yes.  •" 

9589.  With  such  an  agreement,  and  with  India 
included,  those  powers  ai-e  sufficiently  strong  to  shoiilder 
the  burden  and  to  eai-ry  it  to  a  successful  issue  ? — 
That  is  my  conviction. 


The  witness  withdrew. 


TWENTY-THIRD  DAY. 


At  The  India  Office,  Whitehall,  S.W. 


Thursday,  30th  October  1913. 


Present:    ,  ... 

The  Bight  Hon.  AUSTEN  CHAMBERLAIN,  M.P.  [Chairman). 

LOKD   FaBBE  I              Mr.    ROBEKT   WOODBURN    GiLLAN,    C.S.I.  "^ 

Lord  KiLBRAciEN,  G.C:B.,           .  Mr.  Henry  Neville  Gladstone.  '                 ; 

Sir  Ernest  Cable.  ^"-  ■^''=''J^^^''^^"T?^J?f'w.n^^^^-      /-^ 

Sir  Shapurji  Burjorji  Broacha.  Mr.  Basil  P.  Blackett  (S.cre<c,.!/j. 

Sir  James  Begbie.  i                                                         .           ..  1 


Mr 


ViDYA  Sagar  Pandya  called  and  examined. 


9^90.  (Chairm,(^n.)i  You  are  manager,  I  think,  of  the 
-adras  Specie  Bank  ?-— Of  the  Indian  Bank;  Limited. 
Theycall  me  the  Secretary  of  the  bank. 

9591.  You    are   Secretary   of    the    Indi^-n    Bank, 
Limited  ?— Yes. 


9592.  You  have  handed  to  us  a  memorandum*  of 
yoiir  views. which  I  think  it  would  be  con.venient  to  you 
and  to  us  to  take  as  part  of  your  evidence  ?-^Yes., 


See  Appendix  XXX.,  page  63.3. 
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9593.  I  do  not,  therefore,  propose  to  go  over  the 
whole  of  the  ground  covered  by  your  memorandum, 
but  only  to  ask  you  certain  questions  which  arise  out 
of  it  ? — I  have  marked  a  few  small  changes  and  have 
struck  out  one  or  two  sentences  from  my  Notes.  I 
hope  the  Secretary  has  brought  that  to  your  notice. 

9594.  Tes.  It  will  be  piinted  in  the  amended  form. 
As  regards  the  balances  you  state  that  in  your  opinion 
they  have  been  unnecessarily  high  of  late  ? — Tes. 

9595.  Do  you  attribute  that  to  design  or  accident ; 
do  you  think  that  the  Government  deliberately  esti- 
mated for  balances  which  in  your  opinion  were  exces- 
sive, or  do  you  think  that  they  made  mistakes  in  their 
estimate,  and  that  the  revenue  was  more  favourable 
than  they  had  expected,  and  therefore  the  balances 
were  large  ? — Prom  the  results  we  see  that  they  have 
been  excessive  ;  I  cannot  say  how  it  has  been  caused. 

9596.  Estimating  a  Budget  is  always  a  task  of 
some  difficulty? — ^Tes,  it  is. 

9597.  In  the  case  of  India  is  it  not  a  task  of  special 
difficulty  ? — To  some  extent. 

9598.  If  the  forecast  of  the  Indian  Government 
made  at  the  commencement  of  the  year  had  been 
realised,  the  balances  would  have  been  very  much  lower 
than  they  actually  were  ;  that  is  so,  is  it  not  ? — Tes, 
but  we  have  seen  that  they  have  been  larger  for  a 
number  of  years  continuously. 

9599.  But  in  each  of  those  years  the  estimate  before 
the  year  commenced  was  for  quite  a  moderate  balance 
at  the  end  of  the  year  ? — Tes. 

9600.  Ton  would  not  complain  of  the  amount  that 
they  estimated  for ;  you  would  not  think  that  that  was 
excessive,  would  you  ? — I  cannot  speak  of  that. 

9601.  Assuming  that  the  balances  had  not  been  so 
high,  do  you  still  hold  the  view  that  those  balances 
ought  to  be  retained  in  India  ? — Tes. 

9602.  It  is  not  merely  because  the  balances  were  in 
your  opinion  excessive  that  you  desire  them  to  be  held 
in  India .'' — Whether  they  are  excessive  or  moderate, 
they  should  always  be  held  in  India. 

9603.  The  Secretary  of  State  must,  I  suppose,  have 
some  balance  here  ? — Only  as  much  as  is  necessary  for 
him. 

9604.  What  are  the  purposes  for  which  the  Secretary 
of  State  has  drawn  money  from  India  to  London  to 
which  you  object  ? — He  has  drawn  those  Council  Bills 
beyond  his  actual  requirements. 

9605.  What  do  you  mean  by  his  actual  require- 
ments ? — For  what  they  call  "  home  charges." 

9606.  Beyond  the  immediate  requirements  ? — Tes, 
beyond  his  own  immediate  requirements,  the  Govern- 
ment requirements. 

9607.  But  do  you  mean  that  he  has  brought  money 
here  which  he  will  eventually  have  to  remit  to  India 
again  ? — ^Probably,  but  I  think  he  has  drawn  more  for 
the  purposes  of  export  and  those  who  deal  in  exports, 
and  for  the  banks,  to  help  them  in  the  getting  of  funds. 

9608.  He  drew  more  than  he  required  for  the 
moment  P — He  did. 

9609.  There  we  are  agreed  ? — Tes. 

9610.  Do  you  suggest  that  he  drew  more  than  he 
required  ultimately  ? — I  think  so. 

9611.  He  had  to  meet  the  current  charges  of  the 
year  ? — Tes. 

9612.  He  had  also  to  provide  for  a  capital  pro- 
gramme P — Tes. 

9613.  Having  regard  to  that  and  similar  considera- 
tions, do  you  think  that  he  ever  brought  money  over 
here  which  sooner  or  later  he  would  not  require  to 
spend  over  here  ?• — Judging  from  the  balances  as 
published  in  the  official  reports,  we  find  that  they  have 
been  higher  than  he  actually  required  them. 

9614.  Tes,  they  were  higher  than  he  needed  at  the 
moment  ? — Tes,  judging  from  those  balances  published 
in  the  Blue  Books.* 

9615.  But  did  he  bring  money  over  here  merely  in 
order  to  lend  it  on  the  market  here  with  the  know- 
ledge that  he  would  have  to  remit  it  back  to  India 
again  P — ^I  cannot  say  that,  but  this  much  I  can  say, 
that  he  has  been  doing  that  to  meet  the  requirements 
of  those  who  wanted  to  remit  funds  to  India. 

*  See  e.g.,  Cd.  7070,  page  SH. 


9616.  Why  do  you  say  that  P — In  one  of  his 
speeches  the  Finance  Member  in  India  said:  It  is 
for  the  purpose  of  helping  trade  that  we  have  been 
selling  these  Council  Bills. 

9617.  Has  it  ever  been  put  to  you  that  the  Secre- 
tary of  State,  though  he  brought  over  more  money 
than  he  required  at  the  moment,  has  never  brought 
over  more  than  he  would  ultimately  need,  and  that 
the  limit,  therefore,  of  his  sale  of  Council  Bills  has 
not  been  the  requirements  of  trade,  but  the  ultimate 
use  which  he  had  for  the  money  in  London ;  in  other 
words,  if  he  had  not  seen  that  he  would  require  this 
money  sooner  or  later  in  London  he  would  not  have 
sold  so  many  Council  Bills,  even  though  trade  required 
them  ? — I  think  probably  he  has  been  doing  it  more 
for  the  convenience  of  the  trade  at  that  particular 
time  than  for  his  own  requirements,  or  providing  for 
his  requirements  in  future. 

9618.  That  is  your  inference  from  the  facts  P — Tes, 
that  is  what  I  say. 

9619.  There  is  no  other  argument  which  you  adduce 
in  support  of  it  except  the  size  of  the  balances  ? — I  do 
not  think  it  is  so  much  to  provide  for  his  own  future 
requirements  as  for  the  immediate  convenience  of 
those  for  whom  they  were  drawn. 

9620.  That  is,  of  course,  not  the  view  put  before 
the  Commission  by  the  representatives  of  the  Indian 
Government  or  the  Secretary  of  State  ? — It  is  possible, 

9621.  In  your  opinion,  beyond  the  minimum  imme- 
diately required  by  the  Secretary  of  State  no  money 
ought  to  have  been  brought  here  to  London  ? — No. 

9622.  In  that  case  the  balances  in  India  would 
have  been  even  higher  than  they  were  ? — Ton  should 
reduce  those  balances,  and  not  keep  so  much  for 
balances  if  you  do  not  require  them;  do  not  have 
surpluses, 

9623.  How  would  you  avoid  the  siu-phises  ? — By 
budgetting  properly. 

9624.  By  reduced  taxation  or  by  increased  expendi- 
ture on  reproductive  or  educational  services — in  one  or 
other  of  those  ways  P — Tes ;  if  it  is  for  educational 
purposes  at  the  present  time  it  would  be  aU  right. 

9625.  And  you  think  that  at  the  time  the  budgets 
were  drawn  it  would  have  been  quite  safe  to  calculate 
upon  a  larger  revenue  than  the  Finance  Minister  did  P 
— Even  if  he  were  short  of  funds  he  could  boiTow. 

9626.  Then  do  I  understand  your  view  to  be  that 
it  would  be  better  for  the  Finance  Minister  to  wind  up 
with  a  deficit,  and  to  borrow  to  meet  it,  than  to  wind 
up  with  such  surpluses  as  he  has  had  in  recent  years  ? 

9627.  Tliat  is  youi-  view  P — Tes. 

9628.  The  balances  having  been  in  existence,  you 
take  exception  to  their  use,  I  think? — Tes,  to  some 
extent. 

9629.  Do  I  rightly  understand  that  you  think  they 
ought  to  have  been  kept  in  India  in  order  that  they 
might  be  loaned  out  in  India  P-  No,  not  for  that  pm-- 
pose,  but  as  long  as  the  balances  are  there— as  lon<'  as 
there  are  surplus  funds— they  should  first  remain  in 
India  for  India. 

9630.  Tou  suggest  that  the  Government  of  India 
should  be  prepared  to  lend,  I  think,  to  any  bank  p— 
Any  bank  of  standing. 

9631.  To  what  extent  do  you  think  the  Government 
of  India  ought  to  lend?— I  think  as  much  as  they 
teel  they  can  spare  without  in  any  way  curtailing  the 
amount  required  for  their  own  purposes. 

9632.  They  should  lend  eveiything  above  a  mini- 
mum balance  ?— Tes,  any  sui-pluses  which  are  not 
immediately  required  for  the  time  being. 

9633.  Have  you  in  mind  loans  for  long  periods  or 
only  for  a  short  time  ?— Only  for  a  short  time. 

9634.  Three  weeks,  or  something  of  that  kind?— 
Well,  not  beyond  three  months. 

9635.  Up  to  three  months  ? — Tes. 

9636.  How  would  you  define  the  class  of  institu- 
tions to  which  the  Goverament  should  lend  P— Those 
who  can  tender  securities. 

^^^?-  ^y  tank  which  can  ofCer  them  approved 
secunties  ? — Tes.  ^^ 
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9638.  "Wotild  yoiii  accept  any  individual  who  conld 
ofEer  them  the  same  class  of  security  ? — No,  I  would 
not  go  for  the  present  beyond  the  banks. 

9639.  But  you  would  make  no  distinction  between 
one  bank  and  another  ? — No. 

9640.  Provided  it  was  called  a  bank  ? — No,  not 
necessarily ;  provided  it  does  proper  banking  biisiness. 

9641.  Tiien  the  Government  would  have  to  enquire 
into  the  class  of  business  done  by  the  bank  ? — Tes. 

9642.  It  would  have  to  make  some  selection  among 
those  institutions  ? — ^Probably. 

9643.  Is  not  that  a  very  invidious  task  for  a 
Grovernment  to  perform  ? — But  they  have  been  doiupt 
it  here. 

9644.  Even  here  it  has  led  to  some  criticism  ? — 
Tes. 

9645.  Might  not  it  be  an  even  more  difficult  task 
to  discharge  satisfactorily  in  the  conditions  of  India  ? 
— ^I  do  not  think  so. 

9646.  Passing  to  the  sale  of  Council  bills,  you  say 
in  paragraph  15(a)  of  your  memorandum :  (Appendix 
XXX.,  page  638) :  "  Council  bills  and  transfers  ought 
"  not  to  be  sold  which  in  any  way  stop  the  import  of 
"  gold  into  India  "  ? — Tes. 

9647.  Ton  go  on  to  say  :  "  Gold  should  be  allowed, 
"  and  even  encouraged,  to  come  freely  into  India,  and 
"  every  effort  made  to  keep  it  in  the  country  when  it 
"  arrives  "  ? — Tes. 

9648.  I  want  to  have  your  reasons  for  those  con- 
clusions. Perhaps,  in  the  first  place,  I  may  ask  you : 
What  exactly  do  you  mean  when  you  apeak  of  Council 
bills  and  transfers  being  sold  in  such  a  way  as  to  stop 
the  import  of  gold  into  India  ? — Where  Council  bills 
have  been  sold  for  the  convenience  of  trade  in  Eng- 
land, and  where  rupees  have  been  issued  in  India, 
that  amount  would  have  come  in  the  form  of  gold  to 
India  if  those  bills  were  not  sold. 

9649.  If  I  understand  you  rightly,  you  mean  that 
in  so  far  as  Council  bills  ai-e  sold  they  prevent  gold 
going  in  payment  ? — Beyond  the  actual  requirements 
of  the  Secretary  of  State — any  sales  of  Council  bills 
beyond  his  actual  requirements. 

9650.  I  suppose,  as  regai-ds  its  effect  upon  the 
import  of  gold  into  India,  it  applies  equally  to  the 
sale  of  Council  bills  to  meet  the  requirements  of  the 
Secretary  of  State  P — That  is  necessai-y ;  you  cannot 
help  that. 

9651.  But  you  hold  that  he  has  sold  in  excess  of 
his  requirements  ? — Tes. 

9652.  And  you  say  that  by  so  doing  he  has  pre- 
vented gold  from  going  to  India  ?— Tes. 

9653.  What  do  you  think  would  have  happened  to 
that  gold  if  it  had  gone  to  India  ? — It  would  have 
remained  there,  probably. 

9654.  How  would  the  trade  debt  to  England  have 
been  settled? — During  these  years,  except  1907-8, 
there  was  no  debt  to  England ;  the  balance  of  ti-ade 
has  always  been  in  favour  of  India. 

9655.  I  am  not  talking  about  the  balance  of  trade. 
A  large  part  of  the  trade  was  settled  through  the 
medium  of  Council  bills  in  those  years  ? — Tes. 

9656.  Ton  suggest  that  Council  bills  ought  not  to 
have  been  sold  ? — Tes. 

9657.  And  in  that  case  gold  would  have  gone  ?— 
Tes. 

9658.  I  suggest  to  you  that  a  great  portion  of  that 
gold  would  have  been  returned  to  England  in  settle- 
ment of  debts  due  to  England.  Do  you  agree  ?— I  do 
not  think  so — not  quite. 

9659.  Ton  think  that  by  the  simple  method  of 
refusing  to  sell  Council  bills  in  excess  of  the  Secretary 
of  State's  requirements  the  amount  of  gold  in  India 
could  be  enormously  and  permanently  increased  ? — It 
would  be  increased  ;  I  do  not  say  permanently,  byt  it 
would  be  increased. 

9660.  If  it  is  only  temporarily  increased,  and  if  the 
gold  has  to  come  back  to  England,  it  has  been  a  very 
costly  transaction  for  the  traders  on  both  sides  to  have 
to  remit  the  gold  out  there  merely  to  remit  it  home 
again  ? — Tes. 

9661.  And  in  that  case  nobody  has  benefited?— 
No,  I  grant  that. 


9662.  But  that  does  not  alter  your  view  at  all  as  to 
the  propriety  of  that  course  ? — No. 

9663.  May  I  ask  you  to  tell  me  why  you  desire  to 
see  the  amount  of  gold  iu  India  actually  increased  ? — 
Because  it  would  replace  the  silver  which  we  are  holding 
at  present. 

9664.  Why  do  you  wish  the  silver  replaced  ? — 
Because  it  is  going  down  in  value. 

9665.  Do  you  for  that  reason  think  that  the  rupee 
coinage  is  more  unsafe  than  it  was  ? — Tes,  it  is. 

9666.  And  your  ultimate  object,  therefore,  is  to 
substitute  gold  coinage  for  the  rupee  coinage  ? — Tes. 

9667.  Do  you  want  to  substitute  gold  for  notes 
d,l80  ? — I  should  like  to  have  gold  notes — notes  based 
on  gold. 

9668.  For  notes  based  on  silver  ? — Tes. 

9669.  The  notes,  of  course,  are  token  coinage  as 
much  as  the  silver  ? — But  the  notes  would  be  based  on 
gold,  not  on  silver. 

9670.  Then,  if  I  rightly  understand,  your  object, 
when  you  have  got  the  gold  into  India,  is  not  to  have 
it  in  circulation,  but  rather  to  have  it  in  reserve  against 
a  note  issue  ? — For  both  purposes,  both  for  cii-culation 
as  well  as  for  note  issue.  If  it  is  more  for  a  note  issue 
it  win  concentrate  in  the  reserves  of  the  Indian 
Government. 

9671.  If  you  have  a  token  circulation,  whether  in 
silver  or  in  notes,  the  convertibility  of  which  or  the 
exchange  value  of  which  is  assured,  do  you  attach  any 
importance  to  having  the  actual  gold  in  circulation  ? — 
I  would  prefer  gold  in  circulation. 

9672.  Do  you  think  that  gold  is  largely  required  in 
excess  of  the  amounts  now  circulating  in  India  for 
circulation  ? — They  would  take  more  if  it  was  given. 

9673.  Is  not  the  sovereign  rather  a  big  piece  for 
many  of  the  Indian  transactions  ? — For  small  trans- 
actions it  may  be  big,  although  on  the  whole  it  is  not 
big ;  and  for  that  reason  I  would  make  coins  of  smaller 
denominations . 

9674.  Gold  coins  ? — Gold  coins  or  notes. 

9675.  The  gold  circulation  in  India  at  present  is 
very  partial,  is  it  not  ? — Tes,  it  is. 

9676.  I  mean  by  that  that  gold  ch-oulates  much 
more  freely  in  particular  parts  of  the  country  than  in 
others  ? — Tes.     But  it  is  increasing  every  day. 

9677.  Is  it  the  case,  as  I  put  it,  that  at  the  present 
time  it  circulates  very  little  in  large  parts  of  India  and 
to  a  very  considerable  extent  in  other  parts  of  India  ? 
— Tes,  it  does. 

9678.  Am  I  to  understand  that  your  view  is  that 
the  Government  ought  not  merely  to  give  people 
whatever  they  demand,  but  ought  actively  to  encoiu-age 
the  circulation  of  gold  among  the  people  ? — Tes. 

9679.  That  is  hardly  what  is  done  in  western 
countries,  is  it  ? — I  do  not  know  much  of  that. 

9680.  Tou  have  not  followed  at  all  the  cmrency 
questions  in  France,  in  Germany,  in  America,  or  in 
Canada  ? — No,  not  much.  Speaking  about  the  circula- 
tion of  gold,  probably  you  have  seen  the  latest  report 
of  the  Bombay  circulation  of  gold  for  1913,  in  which  it 
says  that  since  last  year  it  has  trebled ;  the  quantity 
of  gold  issued  now  is  three  times  as  much  as  it  was 
last  year. 

9681.  Tes,  but  I  understand  that  in  your  opinion 
that  process  ought  not  to  be  left  to  develop  itself  on 
natural  lines,  but  it  ought  to  be  the  object  of  the 
Government  to  hasten  it  and  increase  it  as  much  as 
possible  ? — But  the  Government  actively  associating 
itself  would  not  be  unnatural. 

9682.  I  do  not  want  to  quaiTcl  about  words.  I 
only  want  to  be  sure  of  yom-  view.  Tour  view  is  that 
the  Government  ought  to  do  its  utmost,  as  I  under- 
stand, to  increase  the  amount  of  gold  in  cu-culation  ? — 
Tes,  to  try  its  best. 

9683.  Do  you  attach  importance  to  the  maintenance 
of  the  exchange  value  of  the  rupee  ? — I  am  not  an 
exchange  banker,  and  I  cannot  say  anything  about  the 
exchange  value  of  the  rupee. 

9684.  But  I  should  not  have  thought  it  was 
necessary  to  be  an  exchange  banker  in  order  to  have 
some  opinion  as  to  whether  it  was  important  ? — If  you 
mean  the  fixing  of  the  value  of  the  rupee,  I  cannot 
express  an  opinion. 
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9686.  No,  but  in  the  present  condition  "of  things  do 
yon  think  it  of  importance  that  the  exchange  value  of 
the  rapee  should  be  maintained .' — For  the  preseiit. 

9686.  In  present  conditions  that  is  done,  is  it  not, 
by  the  Gold  Standard  Resen'-e  ? — But  I  do  not  think 
it  is  quite  enough. 

'9687.  'Perhaps  we  can  gome  to  that  later  ? — Tes. 

9688.  If  you  lessen  the  circulation  of  rupees  you 
stop  the  growth  of  the  Gold  Standard  Reserve  ;  is  not 
that  so  ? — Yes  ;  it  would  disappear  under  my  scheme. 

9689.  Tour  idea  is  that  you  should  have  a  gold 
cii-oulation  in  India,  and  that  then  no  gold  reserve 
woiild  be  necessary  ? — No  Gold  Standard  Reserve,  no. 

9690.  Do  you-  think  that  a  million  sovereigns 
circulating  in  India  are  as  useful  for  the  mainteaance 
of  exchange  as  a  million  sovereigns  in  reserve  ? — For 
what  purpose  ? 

9691.  For  the  maintenance  of  exchange.  I  will  put 
it  in  another  way  ;  for  the  settlement  of  India's  debt  in 
a  year  when  there  is  an  adverse  balance  of  ti-ade  ? — 
Yes,  as  long  as  the  present  aiTangements  continue  it  is 
necessaiy  to  have  those  in  reserve.  '■ 

9692.  Bnt  you  think  if  ;  sufficient  gold  is  in  cir- 
culation in  India  you  need  toot  have  any  Gold  Standard 
Reserve  ? — No.  '  '         ' 

9693.  What  I  suggest  to  you  now  is  that  you 
would  require  a  very  mtach  greater  amount  of  gold  in 
circulation  to  make  you  safe  than  you  would  requii-e  if 
you  had  the  gold  in  the  Gold  Standard'  Reserve  ? — 
Yes.' 

9694.  There  you  agree  ? — Yes. 

9695.  Is  not  your  proposal  rather  a  wasteful  one  ? 
— I  do  not  quite  follow. 

9696.  It  reqxdres  a,  great  deal  more  gold  ? — I  do  not 
quite  follow.        .    '      . 

9697.  I  will  not  pursue  it,  then.  As  long  as  there 
is  a-  Gold  Standard  Reserve  you  suggest  that  that 
reserve  ought  to  be  kept  in  India  ? — Yes. 

9698.  The  object  of  it  is  to  maintain  the  exchange, 
is  it  not  ? — Yes.  ' 

9699.  When  the  exchange  is  menaced  where  will  it 
be  required  ? — It  can  be  giveii  in  India. 

9700.  If  it  is  given  but  in  India  what  will  then  have 
to  be  done  ? — It  will  be  the  business  of  those  who  want 
to  send  it  where  they  like ;  it  Tvill  be  the  busine&s  of 
those  who  want  to  remit  it  to  anyTvhere  outside  India 
to  make'  their  own  arrangements  to  send  it  to  the 
destination. 

9701.  It  will  then  in  those  circumstances  Lave  to 
be  remitted  ? — Yes, 

970:i.  In  the  main  to  London  ? — Yes. 

9703.  Do  you  think  there  is  any  advantage  in 
keeping  it  in  India,  therefore,  where  it  will  not  be 
required  at  the  moment  of  a  crisis,  instead  of  keeping 
it  in  liondon,  where  it  will  be  required  ? — Practically 
the  Gold  Standard  Reserve  is  for  the  use  '6f  those  only 
who  want  to  remit  money  outside  India,  and  there  is 
no  legal  obligation  on  the  part  of  the  Government  to 
give  gold  for  the  rupees  which  they  are  now  issuing; 
so  it  ia  only  keeping  the  standard  at  the  expeiise  i  if  the 
taxpayer  for  the  convenience  of  those  who  deal  in 
foreign  exchange. 

9704.  Yon  think  that  India  as  a  whole  has  no 
interest  in  the  maintenance  Uf  exchange  'f — It  has  to 
the  extent  that  they  have  to  pay  for  it  in  money,  but 
beybnd  that,  as  regax-ds  the  general  taipayer,  it  is  not 
his  business  to  maintain  a  standard  simply  for  the 
jjurpose  of  meeting  the  foreign  exchange. 

9705.  Your  view  of  the  Gold  Standard  Reserve 
therefore  is  that  it  is  a  charge  on  the  general  taxpayer 
'jf  India  for  the  benefit  of  the  export  traders  ? — At 
presetit  it  is  so.  '        ' 

9706.  I  think  that  you  desire,  in  addition  to  the 
increased  circulation  of  gold  in  India,  to  see  it  freely 
minted  there  ? — Yes. 

9707.  On  what  terms  do  you  propose  that  the 
Indian  Mint  should  be  opened  to  the  coinage  of  gold  ? 
Would  you  charge  a  seigniorage  ? — No. 

-  P708.  Are   you    aware   that   the   Australian   Mint 
charges  a  seigniorage  r — I  am  not  aware  of  it. 

9709.  What  gold'  would  you  expect  to  get  for 
coinage  at  the  Indian  Mint  ? — African  gold  and  the 
gold  produced  in  India,  both. 


9710.  Do  yoii  kliow  whether  the'  gold  produced  in 
India  is  under  contract  for  sale  to  this  country  ?— Yes, 
it  was  in  the  past;'  bilt  I  ■db  not  know  What  it'  is  at 
present.  .        ,  ~  , 

9711.  I  ask  because  we  have-  it  iri'  the  corre- 
spondence which  has  been  submitted  to  us  that  that 
Was  so  in  the  past,  but  you  do  not  know  whether  that 
issonowi' — I  do  not  know. 

9712.  You  think  you  would  attract  African'gjold'to 
India  ." — Yes!  ' 

9713.  By  offering  it  more  favourable  terras  than  it 
would  get  in  London  ? — I  do  not  say  that.  I  sa}'  we 
should  open  the  Mint,  ^nd  it  is  left  for  them  to  send  it 
there  or  to  London,  wherever  they  think  it  most 
cdhveriieht.  ' 

9714.  Would  you  buy  gold  for  the  Bombay  Mint 
on  more  favourable  tei-ms  than  those  on  which  they 
can  sell  it  here  in  London  for  the  English '  Mint  i' — 
I  do  not  follow  what  you  mean  by  "  favourable  tenas." 

9715.  Do  you  contemplate  that  the  Bombay  Mint 
shbuld  underbid  the  Mint  hereP— No,  I  do  not' say 
that  there  should  be  anyunderbidding,  -   - 

9716.  Do  you  thiiii  that  if  they  offered  the  sanie 
terms  African  gold  would  be  attracted  in  large 
quantities  to  Bombay  rather  than  to  Lohdon'.'— Yes,, 
it  would  be  attracted  inore  to  Bombay.  If  London 
were  nearer  to  South  Africa  probably  it  _  would  go 
there.  "    ' 

9717.  You  think  it  Wbuld  go  to  Bombay  liecause 
Bombay  is  nearer  ?^ Yes. 

9718.  That  is,  I  suppose,  on  the  assumption  that 
India  heeds,  and  would  retain,  all  the  sovereigns,  or 
whatever  coin  might  be  coined  at  the  Bombay  Mint  ?— 
Yes.  ■•       ■    ■   , 

9719.  What  coins  do  you  think  should  be  coined 
there:' — The  present  sovei-eign  which  we  have  got — 
the  British  sovereign.  '    '  ■ 

9720.  You  do  not  desire  to  see  a  special  gold 
coin?— No. 

9721.  Do  you  anticipate  that  the  Opening-  of  the 
Mint  would  have  any'effect  on  the  hoards'  of  the 
Indian  people  ? — Not  in 'normal  years.      ■       ' 

'■   9722.  Oiily  in  times  of  famine  or  pressure  ? — Yes. 

9723.  In  other  years  you  do  not  think  they  would 
produce  their  gold  bullion  froni  their  hoards  ?— -L  do 
not  believe  there  is  much  gold  in  hoards.' 

9724.  Would  you  say  that  the  amount  in. hoards 
was  increasing  in  recent  years  with  the  lai-ge  impoits 
there  have  been  or  not? — The  total  airiount  of  .^old  is 
increasing.     It  is  to  a  certain  extent  going  into 'hoards. 

9725.  You  do  not  think  it  would  come  out  of  those 
hoards  under  any  circumstances  except  in  times  of 
famine  or  pressure  ? — As  the  circumstances  now  stand, 
but  you  see  there  would  be  a  geiieral  circulation,  and 
that  would  be  always  available. 

9726.  I  do  not  quite  follow  that  ?— At  present  the 
amount  of  gold  in  Tniia  dbes  not  satisfy  the  require- 
ments of  holders. 

9/27.  Then  if  I  understand  .your  answer  you  meau 
that  there  would  still  be  the  same  amount  retained  in 
hoards,  and  there  might  even  be  more,  but  that  under 
your  proposals  over  and  above  that  there  would  be  a 
large  amount  in  circulation  ?— Yes.  You  see,  a  certam 
amount  of  gold  must  remain  in  those  hoards— what 
are  generally  called  hoards. 

9728.  I  gather  that  you  do  not  anticipate  that  the 
opening  of  the  Mint  to  the  coinage  of  gold  would  have 
any  appreciable' effect  upon  the  hoarding  propensities 
of  the  Indian  people  ?— No,  You  see,  if  we  have  a 
gold  Mint  m  India  there  will  be  more  coinage,  the 
gold  will  be  coming  more  freely,  and  then  there  -will 
be  more  gold,  beyond  the  requii-ements  of  those  holders, 
and  that  wiU  cij-eulate,  and  that  will  have  its  effect. 

9729.  It  will  be  the  excess  over  the  amount  which 
they  require  for  their  hoards  ?— Yes,  it  would  lie. 

9730;  It  will  not  be  the  hoards  themselves  that  will 
come  out  and- be  tuMred-'intotbinP-^Bxeepfat  the 
time  of  pressure. 

9731.  In  such  times  I  suppose  a  man  tiying  to  turn 
his  small  hoard  into  money  would  hardly  himself  in 
most  cases  go  to  the  Mint  or  deal  direct  with  the 
Mint? — No,  the  man  will  not. 
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9732.  Hecwill  deiJ  with  a' middleman  .'^^Yes. 

9733.  The  gold  might  perhaps  pass  through  the 
hands  of  a  series  of  middlemen  before  it  reached  the 
Mint  ?  —  In  the  case  of,  those  who  hold  in  small 
quantities. 

9734.  "W^ould  the  mid^eman  holding  a  considei-Jtble 
amount  of  gold  hullion.  find  any  difficulty,  in  disposing 
of  it  under  present  Gonditions? — Yes,  as  long  as  he 
cannot  have  it  minted  he  feels  that  difj&oulty.  He  has 
to  sell  it  at  the  rate  he  can  get  for  it. 

.9735.  Is  it  your  -view  that  he  would  get  a  substan- 
tially better  rate  if  he  could  tender  it  at  the  Mint  than 
he  could  now  get  if  he  tenders  it  as  bvillion  ? — A 
better  rate,       1 

,9736,  I  turn  now  to  whait  you  say  In  paragraph  21 
and  the  following  paragraphs  a,l)out  the.  Golcl  standard 
ajtid  Paper  Currency  Reserves,  paragraph  22  in  par- 
ticular. (Appendix -X^X.,  page"  641).  How  far  is  your 
(jbjection  to  keeping  the  reserves  in  England  due  to 
your  fear  that  if  reserves  are  so  kept  they  will  be 
invested  in  securities,  because,  as  you  say  in  suh- 
para,grapli  (4)  of  paragraph  22,  owing  to  the  control 
of,: London  financiers,  t}ie  Secretary  of  State  is  too 
often  influenced  in  favour  of  the  London  market? — 
That  has  been,  the  pas^  experienjOe. 

9737.  How  far  does  yoi»-  objection  to  keeping  the 
balances  in  London  turn  upon  that  ?  If  you  .could  be 
guaranteed  against  an  undue  investment  of  securities, 
would  your  objection  to  keeping  the  balances  in 
London,  or  the  reserves  m  London,  be  rerpoved?. — To 
a  certain  extent  it  wovild  be,  but  not  altogether. 

■,9738.  Under  present  conditions,  to. what  amoujit  do 
you  think  the  Gold  Standard  Reserve  ought  to  be 
raised  ?     Ought  any  limit  to  be  fixed  to  its  increase  ? — 

9739.  .What  ,amount,f)f  the ^hole  do  you  desire  to 
see  kf>ptjn  liquid.  g6ld? — The  wl^ole  of  it; 

i974t).  No  matter  to  what  size  it  rises  ? — Uptil  we 
have  got  a. gold  currency., 

9i741.,  And  the  moment  you  have  a  gold  cm-rency 
you  think  that  \]xeu  the  neqessity  for  .the;  Gold  Stan- 
dai-dlReserve  disappears  ?— Yes,  I  thin^it  will  disappear. 
■,.9742.  In- the  meantime  you  desire  to  see  the  Gold 
Standard  Reser-^e  accumulated  as  rapidly  as  possible 
without  lijnits  and  all  in  liquid  gold?— But  I  do  not 
want  any  further  rupees  to  be  cqinedjOr  issued. 
.,  ,  9,743.  Then,  how  can  it  increase  except  by  addition 
of  tiie  interest ?=  What  exactly  dp  you  desire?  Do 
you  desire  ^.the  Govemment  of  India  now  to  coin 
nothing  but  sovereigns,  or  .half-sovereigns  ?— Yes,  I 
think  we  hav.e  got  enough  rtipees  at  present. 
•  9744.  Suppose  the  public  asks  for  laipees,  and  the 
stock  which  the  Govemment  hold  in  resei-ve  is  ex- 
hausted, is  it  your  advice,  to  the  Government  of  India 
that  they  should  tell  the  public  ',',We  have'  ilo  inore 
rupees,  but  you  can  ha,ve  sovereigns  ?.— :No,  the 
Govermnent  cannot  say  that,  but  if  they  pushed  the 
circulation  of  gold  it  wouM  limit  the  circulation  of  silver. 

9745.  But  if  the  people  asked  %  mpees  you  think 
they  ought  to  "have   them  ?-H-Then  they  niust  have 

them,.,,     . .  .'..,;.,'       ^  -■''     .  ■      ■  ■, 

9746  And  if  tlie  Government  havB,npt  got  enough 
of  them,  then  they  must  (join , more  ?— Then  they  must. 

9747  Biit  it  comes  back  to  this,  that  your  desire  is 
to  sec  the  Government  of  India  puB|i  tiie  sovereignor 
the  gold. coin  in  every. possible  way  ?— Yes.i 

97,4^  '.I,  do,  not  propose  to  ask . you  inany  questions 
aWut  the „Oeiiti-al  Bank;  you  have  dealt  ,^ith  it  luUy 
in  yoiiU-  memoi-andum  (Appendix  XXX.,  page  b4-).i 
gather  ■  that  your   geiiera.1  view -is,  unfavourable  t<i>  the 

,  9749  Is'  that  because  of  the  diffipulties  you.see  in 
establishing  such  a  bank  ?— No,  it  is  more  on  accoujit 
of  the. reasons  which  I. have  given  in  my  notes  than 
because  of  any  particular  difficulties.  , ,     ,      1 

9750.  Because  of  intrinsic .  objections  to  the  banJc 
itself?— Yes 

.  9751.  (Sir  Ernest  Cable.)  I  think  you  said  tbaoluef 
object  which  you  have  in  view  in  esteblishing  ^  Min* 
would  be  to  enable  b^lUoa  to  be  more  easily  changed 
by  natives  into  sovereigns-that  they  should  brmg 
bullion  to  the  Mint  and  get  sovereigns  in  exchange; 
was  not  that  so  ? — Yes. 


9752.  That  was  one  of  your,  principal  objects  Ln 
establisliing  a  Mint,  was  it  not.* — Yes,  by  estfibb'shiiig 
a  Mint  gold  could  be  easily  coined. 

9753.  Would  not  the  same  object  be  served  if  the 
Government  were  to  exchange  sovereigns  for  bullion  ? — 
That  they  can  do  more  easily  by  having  a,  Mint  on  the 
spot.      . 

;,  9754.  But  that  would  meet  your  views  to  a  great 
extent,  would  it  not  ? — Not  fully. ,      ,      , 

9755.  (Mr.  Keynes.)  I  think  you  describe  yourself 
as  Secretary  of  the  Indian  Bank  ? — Yes. 

9756.  Is  that  a  different  institution  from  the  Indian 
Specie  Bank? — Yes,  quite  different. 

9757.  You  are  not  connected  with  the  Indian  Specie 
Bank  ?— No. 

9758.  I  see  at  the  end  of  your  memorandum  that 
you  sign  your  memorandum  as  coming  from  them.  ?— 
Yes,  I  pointed  out  to  the  Secretary  that  it  leaves  it  to 
be  inferred  that  I  belong  to  the  Indian  Specie  ISank  by 
the  way  in  which  it  has  been  printed,  so  in  the  proof 
I  have  set  it  right. 

9759.  That  is  incoiTeot  here  ? — Yes. 

9760.  Would  you  urge  Government, to.  get,  gold  into 
circulation  to  such  an  extent  as  to  displace  rupees 
which  are  now  there  ? — As  far  as  possible  to  displace 
them. 

9761.  What  would  you  do  with  those  rupees? — r 
Melt  them — dispose  of  them. 

9762.  And  that,  as  you  know,  would  mean  a  very 
heavy  loss  to  Government  ? — For  which  we  have  got 
the  Gold  Standard  Reserve, 

9763.  Would  you  dissipate,  the  Gold  Standard 
Resei-ve  in  meeting  the  loss  on  melting  down  rupees.: 
that  is  a  part  of  your  proposal  ? — Practically  it  would 
amount  to  that.  ;  ,: 

97.64.  As  you  know,  that  only  represents  .the.  profits 
on  mpees  coined  since  1900  ? — Yes. 

9765.  So  that  if  the  displacing  of  nipees  went  very 
far,  there  would  not  be  a  sufficient  sum  to  meet  the 
loss,  would  there  ?  The  Gold  Standard  Reserve  Fund 
would  suffice,  to  redeem  those  rupees  which ,  were 
issued, since  1900,  but  it  would  not  do  more  than  that  ? 

— ^Exactly. 

9766.  So  that  the  proposal  is  an  expensive  one  ? — 
Yes,  it  is. , 

9767.  Do  you  think  that  there  are  advantages  .of 
sufficient  magnitude  to  wan'ant  such  a  revolution  and 
so  much  expense? — Still,  I  think  there  would  be  a 
certain  aniount  of  rupees  always  for  transactions. 

9768.  1^0  doubt? — And  I  do  not  think  we  will, have 
to  go  at  present  beyond  the  amount  which  is , sufficient 
to  cover  the  Gold  Standard  Repei-ve. 

9769.  But  if  your  ,proposal  were  very  successful  i+ 
would  mean  the  melting  down  of ;  a  certain  amount  of 
rupeesj  and  that  melt,itig  down  you  are  prepared  to 
face  ?— The  part  of  the  rupees  coiiied  befor€'1893,  do 
you  mean  ? 

9770.  Of  the  rupees  now  existing  some  might  have 
to  be. melted  down  ?-^ Yes.  > 

9771.  And  that  you  are  prepared  to  face  ? — Yes. 

9772.  With  regard  to  the  State  Bank,  upon  ^hich 
you  make  a  number  of  interestijig  and  pertinent 
suggestions,  you  point  out  at  the  begiiiiiing  of  that  sec- 
tion of  your  memorandum  (page  642  of  Appendix  XXX.) 
that  no  definite  scheme  has  been  foi^mulated  for  its 
wolfing  ? — No. 

9773.  But  the  criticisms  which  you  make  subse- 
quently do  presume  some  sort  of  scheme  in  yom-  own 
mind,  do  they  not  ?— No,  it  is  not  in  my  mind;  it  is 
based  on  the  memorandum  prepared  by  Mr.  Lionel 
Abrahams.* 

9774.  It  is  based  on  that  ?— Yes. 

9775.  But  you  ai-e  assuming  a  system  in  which  the 
Presidency  banks  are  amalgamated  but  left  private 
institutions!  to  the  same  extent  that  they  are  now,  are 
you  not  ? — No,  it  will  make  a  difference. 

9776.  They  will  be  under  Government  supendsioii 
to  some  extent,  but  the  bank  will  bo  substantially  a 
private  institution.  You  have  described  this  new  bank 
as  a  private  institution  ?— Yes,  a  private  institution. 

*  ed.  7071.  Appcndiix  XIV.,  page  S39. 
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9777.  Or  nearly  as  much  a  private  institution  as 
the  present  Presidency  Banks  ? — Tes,  it  will  be  a 
private  institution  according  to  the  scheme — accoi'ding 
to  what  I  can  gather  from  the  memorandum  of 
Mr.  Lionel  Abrahams. 

9778.  And  your  criticisms  are  based  on  that 
hypothesis  ? — Yes,  and  also  on  what  has  been  suggested 
by  Mr.  Himter,  of  the  Bank  of  Madras,  who  is  probably 
in  communication  with  the  other  Presidency  banks. 
fCd.  7071,  pp.  594-.5). 

9779.  Ton  say,  for  example,  that  it  will  involve 
handing  over  to  private  persons  profit  which  ought  to 
be  public  profit — profit  which  ought  to  accrue  to  the 
Government  ? — So  far  as  the  paper  currency  i?  con- 
cerned. 

9780.  And  that  is  on  the  assumption  that  the  in- 
stitution is  a  private  one  in  which  the  Government 
does  not  share,  is  it  not  ? — No,  I  am  not  in  favour  of 
handing  over  the  currency  to  any  private  institution. 

9781.  The  argument  against  handing  it  over  to  the 
bank  is  based  on  the  assumption  that  the  bank  to 
which  it  would  be  handed  over  is  a  private  institution 
in  the  profits  of  which  the  Government  would  not 
share  r — Not  that ;  it  will  set  back  the  circulation  ;  the 
circulation  will  suffer. 

9782.  A  considerable  part  of  that  secti9n  of  your 
memorandum  which  deals  with  the  bank  is  in  effect  a 
criticism  of  the  Presidency  Isanks  as  they  are  now  con- 
stituted ? — Because  the  new  bank  would  be  the  same 
thing,  practically. 

9783.  And  your  objection  to  the  new  bank  is  that 
it  would  be  strengthening  the  position  of  banks  which 
you  already  dislike,  or  which  you  already  think  im- 
perfect ? — Certainly. 

9784.  That  is  the  main  ground  of  your  opposition 
to  it  ? — And  it  will  exist  if  the  new  bank  is  formed  on 
the  same  lines. 

9785.  In  criticising  it  on  that  groimd  do  you  realise 
the  other  alternatives  which  exist  ?  Either  the  Govern- 
ment must  go  on  as  it  does  now,  keeping  everything  in 
its  own  chests  (which  some  people  think  is  wasteful), 
or  it  might  hand  its  balances  over  to  a  greater 
extent  than  it  does  to  the  Presidency  banks  ? — As  for 
the  balances  which  are  already  there,  as  1  propose, 
they  should  go  to  all  the  banks,  and  I  do  not  want  any 
further  balances  to  be  kept  with  the  Presidency  banks 
than  under  the  present  an-angements. 

9786.  That  is  the  plan  which  you  would  yourself 
prefer,  but  if  the  alternatives  were  before  you  of 
giving  to  Pi'esidency  banks  more  than  they  have  got 
now,  or  of  introducing  an  institution  which  would  be 
to  a  greater  extent  under  the  State,  which  of  those 
would  you  prefer? — An  institution  under  the  State 
with  private  capital,  do  you  mean  ? 

9787.  With  private  capital,  yes  ? — I  am  not  in 
favour  of  any  institution  with  private  capital  under  the 
Government  of  India. 

9788.  Rather  than  that  you  would  have  the  balances 
handed  over  to  the  Presidency  banks  ? — No,  to  all 
banks. 

9789.  But  suppose  that  was  out  of  the  question, 
what  would  your  next  pi-eference  be  ? — How  would  it 
be  out  of  the  question  ?     I  do  not  quite  follow  that. 

9790.  If  that  alternative  is  placed  on  one  side,  what 
policy  woiild  you  then  advocate  ? — I  would  rather 
keep  it  in  the  treasuries  as  they  are — as  the  money  is 
now. 

9791.  Unused  altogether  ?— Tes. 

9792.  Rather  than  hand  it  over  to  the  Presidency 
banks  to  a  greater  extent  ? — As  they  are  managed 
now. 

9793.  Supposing  that  it  were  to  be  offered  to  all 
banks,  as  you  propose,  at  what  I'ate  would  the  money 
be  offered  ? — 1  per  cent,  below  the  bank  rate. 

9794.  Supposing  that  more  was  applied  for  on  those 
terms  than  the  Government  had,  how  would  they  select 
amongst  the  different  banks  ? — First  come,  first  served. 

97y5.  Would  they  advance  this  on  the  security  of 
Government  paper  ? — Tes. 

9796.  Suppose  that  they  advanced  it  on  the  security 
of  Government  paper  to  banks  which  were  not  very 
stable  institutions,  in  the  event  of  a  bank  being  unable 
to  repay  the  loan  it  would  be  necessary  to  sell  the 


Government  paper,  would  it  not  ? — Tes,  but  I  do  not 
think  there  would  be  that  contingency. 

9797.  But  that  contingency  would  be  an  incon- 
venient one  to  the  Government  r — Tes  it  would  be. 

9798.  To  have  a  great  deal  of  their  own  paper 
thrown  on  the  market  woiild  be  inconvenient  ? — Tes. 

9799.  Ton  have  a  great  knowledge  of  modem  Indian 
banking.  Would  you  say  that  it  was  a  very  improbable 
contingency  that  amongst  all  the  numerous  banks 
some  might  be  found  occasionally  who  would  be  unable 
to  repay  the  debts  and  who  would  have  to  liquidate 
the  paper  ? — That  would  be  very  small. 

9800.  A  very  improbable  contingency  ?  — The  paper 
that  would  have  to  be  liquidated  would  be  a  very  small 
amount ;  it  would  not  be  so  much  as  to  endanger  the 
position  of  the  Government. 

9801.  If  the  existing  banks  are  encouraged  to  hold 
large  amounts  of  Government  paper  with  a  view  to 
getting  these  loans  from  the  Government,  you  think 
that  the  contingency  in  which  they  have  to  liquidate 
this  Government  paper  is  a  very  unlikely  one  if  by 
liquidating  I  mean  liquidating  in  large  quantities  ? — 
Tou  mean  it  will  lead  the  banks  to  hold  more  paper 
and  to  speculate  more  ? 

9802.  Obviously,  if  a  bank  can  get  these  loans  from 
the  Government  on  the  security  of  paper  the  banks 
will  hold  more  paper  than  they  now  hold,  will  they 
not  ? — I  do  not  think  so. 

9803.  Is  it  not  an  inducement,  if  they  can  get 
1  per  cent,  below  bank  rate — if  any  bank  of  any  sort 
of  standing  can  get  money  1  per  cent,  below  bank  rate 
in  the  busy  season  ? — Has  it  induced  the  bankers  here 
to  hold  more  paper  in  that  way  ? 

9804.  But  there  is  no  such  inducement  here .' — I 
beg  your  pardon ;  I  think  they  have  been  getting 
money  and  they  have  been  handing  over  securities. 

9805.  But  here  it  is  on  a  very  small  scale  in  pro- 
portion to  the  total  business.  In  India  is  it  your 
opinion  that  it  would  not  induce  banks  to  hold  any 
more  than  they  hold  now? — To  a  certain  extent  it 
would,  but  it  would  not  go  beyond  a  safe  limit. 

9806.  But  as  regards  this  Government  paper  which 
is  held  by  all  sorts  of  small  banks,  you  think  there  is 
no  risk  of  that  being  liquidated  ? — No,  I  do  not  say  all 
sorts  of  small  banks  ;  I  would  not  give,  for  instance, 
any  amount  under  five  lakhs. 

9807.  As  regai'ds  banks  in  a  position  to  take  five 
lakhs,  you  think  that  their  holdings  of  Government 
paper  are  of  a  very  permanent  character  ? — Tes,  those 
who  are  in  a  position  to  give  Government  paper  and 
take  five  lakhs  are  in  a  fairly  good  position. 

9808.  Tou  see,  I  am  not  contemplating  a  case  in 
which  these  banks  actually  have  to  be  liquidated ;  I 
am  only  putting  a  case  in  which  they  have  to  turn 
some  of  their  more  liquid  resources  into  money? — 
They  will  be  in  a  position  to  do  that. 

9809.  Tou  express  that  as  your  opinion  ? — Tes. 

9810.  I  should  like  to  ask  a  few  questions  with 
regard  to  the  relations  of  the  newer  Indian  banks  to  the 
Indian  money  market  in  general.  Those  banks  can 
keep  a  certain  amount  in  cash.  Is  it  very  easy  for 
them  to  keep  other  resources  which  are  of  a  fairly 
liquid  character  ? — I  do  not  quite  follow  the  question. 

9811.  Is  it  easy  for  the  new  Indian  banks  to  em- 
ploy their  funds  in  loans  which  are  of  a  liquid 
character,  that  is  to  say,  easily  realisable  in  case  of  an 
emergency  .'—Do  you  mean  the  new  banks  ;  are  you 
asking  whether  they  hold  more  funds  in  a  liquid  form  ? 

9812.  I  am  not  so  much  asking  you  as  a  matter  of 
practice,^  but  is  it  easy  for  them  to  do  so  ? — Tes,  I 
think  it  is. 

9813.  What  is  the  character  of  the  transactions 
into  which  they  enter  of  that  sort ;  I  mean  if  I  were 
asking  an  English  banker  I  should  say  to  him  :  "  After 
your  cash  resources  what  is  your  second  line  of 
defence  ?  " — We  keep  Government  paper  or  money  at 
call. 

9814.  Prom  whom  is  the  money  at  call? — ^It  is 
from  big  bankers. 

9815.  To  what  extent  ivould  you  say  that  these 
banks  do  hold  their  money  in  that  form? — The 
stable  Imnks  do  generally  hold  sufficient  money  to 
cover  their  requirements. 


MINUTES   OF   EVIDENCE. 


30  October  1913.1 


Mr.  ViDYA  Sagar  Pandta. 


\_GonUimed. 


9816.  Do  they  j|old  auy  important  amount  in  tke 
form  of  bills  of  exchange  ? — Yes,  they  have  bills  of 
exchange. 

9817.  If  they  want  to  realise  those  bills  before 
their  maturity  is  it  possible  for  them  to  do  so  easily — 
if  they  want  to  re-discount  them  P — At  present  there 
is  not  any  arrangement  for  re-discounting  of  bills  in 
India.     They  generally  do  not  re-discount  in  India. 

9818.  Would  it  be  an  important  convenience  to 
them  if  they  could  ? — Yes,  it  would  be. 

9819.  It  would  make  that  part  of  their  assets  more 
liquid  than  befoi-e  ? — Yes,  so  far  as  they  can  convert  it 
into,  cash. 

9820.  I  notice  that  in  your  criticism  of  the  power 
of  the  shareholders  in  the  Presidency  Banks  you  say 
nothuig  about  the  Bank  of  Bombay  ? — That  is  so. 

9821.  Have  you  anything  to  add  about  the  Bank  of 
Bombay  ? — As  regards  the  Bank  of  Bombay,  in  the 
first  place  I  have  not  much  experience  of  the  Bank  of 
Bombay,  and  then  it  is  not  so  rigidly  exclusive  as  the 
other  two  banks  ;  and.  thirdly,  we  have  two  members 
here  who  can  give  you  infoi-mation  on  the  lines 
suggested  by  me.  That  is  why  I  have  not  touched  the 
matter.  It  would  be  adding  some  more  pages  to  my 
notes,  but  to  a  certain  extent  some  of  my  remarks 
apply  to  the  Bank  of 'Bombay. 

9822.  There  is  only  one  other  question  I  want  to 
ask  you.  In  the  section  of  your  memorandum  headed 
"  State  Central  Bank  for  India,"  in  pai'agraph  27  of 
Appendix  XXX.,  page  643,  you  give  your  objections  to 
the  formation  of  a  State  Bank,  and  in  objection  Wo.  X 
you  say :  "  On  the  other  hand,  the  Treasury  system 
has  developed  after  half  a  century  of  working  "  ? — Yes. 

9828.  Is  that  to  mean  that  you  approve  of  the 
existing  system  by  which  the  Government  locks  money 
up  ?  Is  it  that  part  of  the  Treasury  system  to  which 
you  are  referring  ? — ISo,  it  is  the  facilities  which  are 
given  to  the  public  in  the  matter  of  converting  notes 
into  rupees  and  rupees  into  notes. 

9824.  You  are  not  speaking  there  of  the  system  by 
which  Government  looks  money  up  ? — No,  not  hei-e. 

9825.  [Sir  Shapwji  Broacha.)  You  are  not  very 
familiar  with  exchange  operations,  are  you  ?— No. 

9826.  You  have  recently  gone  to  Madras  ? — I  have 
been  there  for  about  six  years  now. 

9827.  Prom  Bombay?— Yes. 

9828.  In  paragraph  27  of  your  memorandum,  sub- 
paragraph VII.  (a),  page  644  of  Appendix  XXX.,  you 
say:  "The  Presidency  banks  have  responded  to  the 
"  requirements  of  some  of  the  large  European  trading 
"  iuterests.  They  have  financed  some  particular  crops 
"  which  they  found  most  convenient  to  their  own  ends. 
"  So  far  as  I  am  aware,  they  have  no  systematic 
"  scheme  or  sympathetic  desire  to  finance  Indian  trade 
"  or  industries.  Their  interest  in  Indian  native 
"  concerns  has  been  only  to  the  extent  that  it  was 
"  necessary  to  exploit  them  for  their  own  gains."  Ai'e 
you  speaking  of  Bombay  in  that  passage,  because 
you  say,  "  the  Presidency  banks  "  i" — I  refer  to  the 
Bank  of  Bengal  so  far  as  my  experience  goes  in  the 
northern  parts  of  India,  and  also  in  the  case  of  Madi-as. 

9829.  I  know  that  the  Bombay  Bank  finances  more 
natives  than  Europeans,  and  I  think  that  five-sixths  of 
its  lending  must  be  to  native  industries  and  natives  ? — 
It  may  be. 

9880.  And  so,  of  course,  you  are  wrong  in  your 
inference  about  the  Presidency  banks  so  far  as  the 
Bank  of  Bombay  is  concerned  ? — I  do  not  know  much 
about  the  Bank  of  Bombay. 

9831.  Do  you  say  what  you  say  of  Madras  from 
experience  ? — ^Prom  my  experience. 

9832.  Mr.  Hunter  writes  to  us*  that  out  of  the 
732  lakhs  of  advances  made  by  the  Bank  of  Madras 
588  lakhs  are  to  natives  and  144  lakhs  to  Europeans  ? 
— Yes,  because  they  cannot  help  it. 

9883.  Which,  of  course,  is  just  opposite  to  what 
you  say  about  them  here.  In  paa-agraph  40,  sub- 
paragraph II.  on  page  651  of  your  memorandum  you 
say:  "It  is  said  the  proportion  of  advances  of  the 
"  Bank  of  Madras  made  to  Indians  and  Europeans  is 
"  6  to  1 "  ?— Yes. 
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9834.  That  is  wrong  ;  it  is  quite  the  contrary  .^ — 
I  do  not  agi'ee.     You  can  say  6  to  1. 

9835.  This  letter  of  Mr.  Hunter's  is  a  letter  just 
received  within  the  last  few  days,  I  think  ? — It  is  six 
times  the  amount  as  compared  with  the  Europeans. 

9836.  No,  I  say  it  is  six  times  to  the  natives  .J* — Yes 
six  times  to  the  natives  compared  with  the  Europeans. 

9837.  How  can  you  say  tha,t  they  do  it  partially,  or 
that  they  do  not  do  it  in  the  interests  of  natives  when 
five-sixths  of  the  Madras  Presidency  Bank's  capital  and 
reserve  of  deposits  are  used  by  natives  and  one-sixth 
by  Eui'opeans  ?  Therefore  youi-  inference  is  not  quite 
correct  when  you  say :  "  It  is  said  the  pi'oportion  of 
"  advance  of  the  Bank  of  Madras  made  to  Indians  and 
"  Europeans  is  6  to  1 "  ? — I  say  that  the  amount  of 
advances  made  to  Indians  is  six  times  more  than  the 
advances  made  to  Europeans. 

9838.  You  ought  to  have  said  that  it  was  1  to  one 
and  6  to  the  other.  You  say  :  "  It  is  said  the  pro- 
"  portion  of  advances  of  the  Bank  of  Madras  made  to 
"  Indians  and  Europeans  is  6  to  1."  You  mean  it  is 
six  times  to  the  natives  and  one  to  Europeans  ? — Yes, 
one  to  Europeans. 

9839.  Yes,  but  that  is  not  so ;  it  is  six  times  to 
the  natives  and  only  one  to  Europeans  ? — That  is  what 
I  say. 

9840.  I  think  it  is  a  mistake.'' — Probably  the 
language  is  not  quite  happy. 

9841.  What  you  mean  is  that  you  have  found  that 
most  of  the  money  of  the  Madras  Bank  is  lent  to 
Europeans  and  not  to  natives  ? — No ;  I  am  soriy  if  my 
language  has  led  you  to  think  that. 

9842.  Then  what  do  you  mean  by  this :  "  The 
"  Presidency  Banks  have  responded  to  the  requii-e- 
"  ments  of  some  of  the  large  European  trading  interests. 
"  They  have  financed  some  particular  crops  which  they 
"  have  found  most  convenient  to  their  own  ends,  So 
"  far  as  I  am  aware,  they  have  no  systematic  scheme 
"  or  sympathetic  desire  to  finance  Indian  trade  or 
"  industries."     You  are  wrong  there  ? — How  ? 

9843.  We  find  that  the  bank  has  advanced  six  times 
to  the  natives  what  it  has  to  the  Europeans,  and  I  think 
it  is  assisting  native  industries  much  more  than 
the  European? — It  is  seeking  investments  of  funds. 
It  is  not  necessarily  assisting  the  industries  on  any 
system. 

9844.  If  language  has  any  meaning  at  all  it  says 
that  the  finances  are  partial  to  Eui'opeans  and  that 
much  more  goes  to  them  and  less  to  the  natives.  That 
is  the  meaning,  I  take  it  ? — No,  the  loans  are  made  more 
to  the  natives. 

9845.  Then  where  does  the  want  of  sympathy  come 
in  if  the  amount  is  more  to  the  natives  ? — That  is  where 
the  Foreign  Exchange  Banks  come  in — they  must  invest 
money  there  in  their  own  interests.  It  would  to  a 
certain  extent  go  to  assist  Indians  with  funds 
necessary  to  their  own  ends,  but  it  would  not  make 
any  systematic  scheme  for  financing  industries. 

9846.  What  is  a  systematic  way  of  doing  it.^ 
Would  it  be  giving  money  to  industries  which  could 
not  pay  back  the  money  ? — Not  necessarily. 

9847.  Then  why  do  you  call  it  unsympathetic  and 
why  do  you  say  that  the  natives  do  not  get  the  advances 
so  much  as  the  Europeans,  and  that  the  native  in- 
dustries are  not  assisted,  when  five-sixths  of  the  money 
of  the  bank  is  lent  to  Indian  industries  and  Indian 
natives  and  only  one-sixth  to  Europeans  ? — I  woidd 
expect  99  per  cent,  to  go  to  Indians  with  a  systematic 
scheme  for  the  purpose  of  developing  Indian  industries. 

9848.  That  is  to  say,  without  security  ? — ^Not 
necessarily. 

9849.  Then,  which  is  the  industry  which  has  not 
been  given  the  advance  that  you  know  of  and  which 
has  been  rejected,  and  yet  is  very  sound  according  to 
the  rules  of  banking? — I  do  not  know  whether  the 
Presidency  banks 

9850.  You  have  made  a  statement 

9851.  (ClMirman.)  Let  us  have  the  witness's  answer 
to  your  question.  Sir  Shapurji.  {To  the  witness.)  Sir 
Shapurji  asks  :  What  is  the  industry  which  you  think 
has  not  received  the  assistance  which  it  ought  to  have 
done  P — Do  you  mean  the  particular  industry  ? 
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9852.  Yes?  —  I  do  not  think  any  industry  has 
i-eceived  any  systematic  help. 

9853.  (Sir  Shapurji  Broacha.)  I  do  not  know  in 
Bombay  of  an  industry  which  has  not  ? — In  Bombay  it 
may  be  so  ;  it  is  quite  possible ;  and  there  they  have 
the  cMton  industry. 

9854.  The  Secretary  of  the  Bank  of  Madras  say« 
that  five-sixths  of  the  money  is  given  to  natives  and 
one-sixth  to  Europeans,  and  you  say  that  99  per  cent, 
ought  to  go  to  natives  ?  is  that  it  ? — It  might  go. 

9855.  And  yet  it  is  not  native  money,  even.  In 
the  Bank  of  Madras,  according  to  you,  four-fifths  of 
the  shareholders  are  natives  and  one-fifth  Europeans  ? 
— But  what  is  the  proportion  of  the  deposits  in  the 
Presidency  banks  ? 

9856.  Some  of  it  is  native  and  some  of  it  is 
European  ? — What  part  belongs  to  Indians  ? 

9857.  I  think  you  can  take  it  about  two-fifths  to 
Europeans  and  thi-ee-fifths  to  natives  ? — I  do  not  know 
the  proportions. 

9858.  Capital  and  everything  with  it  ? — I  should 
think  the  Indian  deposits  would  be  more  than  that. 

9859.  No,  there  is  no  thinking,  excuse  me.  On  the 
contrary,  I  say  it  is  so  ? — I  have  not  got  the  figures. 

9860.  How  are  native  banks'  directors  appointed, 
and  how  are  any  bank's  directors  appointed  ?  For 
instance,  take  your  bank.  How  are  they  appointed 
evei-y  year  ?  Tou  say  that  the  directors  are  appointed 
by  themselves  ? — Yes. 

9861.  And  there  are  very  few  attendances  ? — Yes. 

9862.  How  is  it  in  the  native  banis  ? — There  it  is 
by  the  shai-eholders. 

9863.  In  the  Bank  of  Madi-as  by  the  shareholders 

and  in  the  Bank  of  Bengal ? — But  they  do  not 

attend. 

9864.  Should  they  be  brought  from  theii-  houses 
to  attend  ?  In  yom-  bank  I  do  not  think  there  is  a 
quorum  on  the  day  of  the  meeting  except  there  is  a 
liquidation,  or  some  fraud,  or  something,  and  then  all 
the  shareholders  come  and  vote,  but  in  all  the  native 
concerns,  just  as  you  say  of  the  Bank  of  Bengal  and 
the  Bank  of  Madi-as,  it  is  diificult  to  find  a  quorum  ? — 
That  is  not  my  experience. 

9865.  That  is  my  experience  P — It  may  be  in 
Bombay. 

9866.  Madras  is  a  different  thing."— In  my  bank 
it  is  much  better  than  that. 

9867.  I  ask  you :  Do  you  appoint  the  directors  ? — 
The  shareholders  appoint  them. 

9868.  In  the  Madras  Bank  who  appoints  the 
dii-ectors  ? — The  shareholders  are  always  absent. 

9869.  Why  do  you  not  write  to  them  and  get  their 
attendance  ? — Keeping  the  value  of  the  shares  at  a 
high  figure  reduces  the  number  of  people  holding  those 
shares. 


9870.  When  you  speak  of  gold  certificates,  against 
what  are  they  to  come — against  gold? — I  do  not 
follow. 

9871.  You  say  that  gold  certificates  should  be 
issued  against  gold  ? — I  do  not  think  I  say  that. 

(Chairman.)  WUl  you  quote  the  reference  to  the 
pai-agraph  in  the  memorandum  to  which  yon  are 
ref  ening,  Sir  Shapui'ji  ? 

9872.  (Sir  Shapwrji  Broacha.)  In  pai-agraph  19,  sub- 
paiugi-aph  I.,  page  639,  you  say:  "  By  the  introduction 
"  of  universal  currency  notes  redeemable  only  in  gold  "  ? 
— -Yes,  it  is  not  cei-tificates. 

9873.  How  will  you  increase  it  ? — Just  discouiage 
gradually  rupee  notes. 

9874.  Then  suppose  I  tender  10  sovereigns  I  get 
10  notes  ? — Sovereign  notes. 

9875.  And  then  I  take  150  i-upees  and  ask  for 
10  sovereigns ;  what  about  that ;  how  will  they  give  it 
to  me  ? — ^I  want  the  Government  to  take  that  obliga- 
tion of  giving  sovereigns  for  rupees. 

9876.  What  will  you  do  with  the  rapees  ?  They 
will  disappear  ?  —They  must. 

9877.  You  would  discard  rupees  and  make  a  gold 
cuiTency  ? — ^Yes. 

9878.  (Ghairtnan.)  I  just  want  to  ask  one  question 
before  we  conclude  your  evidence.  In  discussing  the 
question  of  a  central  bank  you  discuss  the  suggestion 
that  the  note  issue  should  be  handed  over  to  such  an 
institution,  and  in  paragraph  27.  sub-paragraph  X,  page 
645,  you  raise  the  objection  that  '•  People  in  India  have 
"  impHcit  faith  in  the  British  Government "  .* — Yes. 

9879.  "  Bank  notes,  even  with  Government  guaran- 
tee, wiU  not  be  accepted  "  ^ — No. 

9880.  Do  I  understand  you  to  hold  that  the  addition 
of  a  new  name  to  the  Govei-nment  name  on  the  bank 
note  would  destroy  confidence  in  it  ? — I  think  any 
change  in  the  form  woidd,  and  that  it  would  create 
suspicion  of  Govemment  guarantee  if  they  were  issued 
by  another  body. 

9881.  If  there  were  a  State  Bank  under  a  consider- 
able measure  of  Govemment  control  you  think  that 
would  not  be  sufficient  to  inspire  confidence  in  the 
notes  of  the  bank."  —  It  will  arouse  suspicion  and 
distrust. 

9882.  Do  you  think  that  would  be  difficult  to  over- 
come?— Yes. 

9883.  Do  you  think  that  it  would  l)e  more  than  a 
temporaiy  hesitation  induced  by  the  change  ? — It  would 
take  some  time  befoi-e  confidence  was  restored. 

9884.  That  would  not  apply  to  the  introduction  of 
a  new  form  of  note  such  as  you  are  suggesting,  a  gold 
note  ? — No,  because  that  is  quite  a  different  kind  of 
thing,  provided  that  the  Government  does  it. 

9885.  Provided  that  the  guarantee  of  the  Govem- 
ment is  direct  ? — -Yes,  undoubtedly. 

9886.  And  indicated  on  the  face  of  the  note  ?— Yes. 


The  witness  withdrew. 


Mr.  Stanley  Reed,  LL.D.,  called  and  examined. 


9887.  (Chairman.)  You  are,  I  think,  editor  of  the 
Times  of  India  ? — ^I  am. 

9888.  Would  you  mind  telling  me  how  long  a  time 
your  Indian  experience  covers  ? — I  have  been  in  India 
nearly  17  years,  and  have  been  editor  of  the  Times  of 
India  for  nearly  seven  years. 

9889.  You  have  been  good  enough  to  supply  us  with 
a  memoiundum  which,  I  think,  indicates  your  views 
pretty  fully.  I  propose  to  take  that  as  part  of  youi- 
evidence;*  I  think  it  will  save  your  time  and  ours. 
You  lay  great  stress  in  what  I  may  call  the  introductory 
portion  of  your  memorandum  on  the  great  economic, 
social  and  political  changes  which  have  taken  place  in 
recent  yeajfs  ? — Yes. 

9890.  I  think  the  inference  you  draw,  and  wish  us 
to  draw,  is  that  having  regard  to  those  changes  a  good 
deal  in  the  financial  management  of  India  has  got  to 
be  reconsidei-ed  ? — -I  should  say  has  to  be  transf  en-ed 
to  India  in  the  way  of  actual  management,  and  I  think 
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these  changes  would  induce  a  vei-y  much  greater  sense 
of  stability  in  the  matter  of  financial  policy. 

9891.  That,  of  course,  as  you  recognise,  may  involve 
very  large  legal  and  constitutional  changes."— I  had 
not  looked  upon  it  in  the  light  of  involving  very  large 
legal  or  constitutional  changes;  I  regai-d  it  rather 
as  a  natural  corollary  of  the  policy  which  was  adopted 
ml909  of  setting  up  a  large  Legislative  Council  in 
India  of  a  distinctly  representative  character  and 
making  the  Govemment  of  India  more  susceptible  to 
organised  criticism  and  more  open  to  organised  attack 
(if  I  may  use  the  word)  than  it  ever  has  been  in  the 
past. 

9892.  I  want  to  be  sui-e  that  I  have  not  misunder- 
stood you.  I  gathered  that  as  part  of  that  change  or 
transfer,  and  indeed  the  mainpai-t,  you  thought  that 
the  Secretaiy  of  State  must  divest  himself  of  a  gi-eat 
deal  of  the  control  which  he  had  hitherto  exercised  ?— 
Yes. 

9893.  And  that  it  must  be  transfen-ed  to  the  Vice- 
roy m  Council?— To  the  Govemor-General  in  CouncU. 
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9894.  That  is  what  I  had  in  mind  when  I  suggested 
that  your  proposal^  involved  very  considerable  legal 
imd  constitutional  changes  ? — I  should  like  to  be  shown 
where  legal  and  constitutional  changes  are  necessary  to 
give  the  Governor- General  in  Council  greater  control 
over  the  administration  of  Indian  finance. 

9895.  It_  may  perhaps  be  largely  a  question  of 
degree,  but  if  the  ultimate  responsibility  is  to  rest  with 
the  Governor- General  in  OouncU  instead  of  with  the 
Secretary  of  State,  that  would  mean  great  changes, 
woiild  it  not  P — It  would,  but  that  is  not  my  proposal, 
nor  could  that  be  proposed  by  anybody  cognisant  of 
the  supreme  responsibility  of  the  Secretary  of  State  to 
Parliament  for  the  government  of  India.  The  Seoi-e- 
tary  of  State  must  of'  necessity  retain  the  power  of 
ultimate  control,  as  he  deliberately  did  in  1909,  when 
against  the  recommendation  of  the  Government  of 
India  he  insisted  on  an  official  majority  in  the  Imperial 
Legislative  OouncU ;  so  that  although  the  powers  and 
the  numbers  of  the  Council  have  been  so  largely  ex- 
panded, the  Secretary  of  State,  as  the  spokesman  of 
of  Parliament,  has  still  the  right  to  enforce  his  decision 
on  that  Council  at  any  time  when  he  likes  to  call  xipon 
the  official  majority  to  carry  into  operation  his  will. 
I  do  not  think  that  anybody  could  propose  that  those 
conditions  should  be  changed,  but  subject  to  the 
supreme  control  of  the  Secretary  of  State,  what  I 
would  venture  to  urge  is  that  there  must  be  larger 
discretion  vested  in  the  Government  of  India  in  the 
practical  administration  of  Indian  finance. 

9896.  1  think  I  undei-stand  now  the  character  of 
the  changes  which  you  suggest.  I  want  to  turn  from 
those  general  considei'ations  to  some  of  the  particular 
observations  which  you  have  made.  In  paragraph  12, 
page  666,  of  yoiu'  memorandum  you  say :  "  The  policy 
■'  now  pui'sued,  as  disclosed  in  the  evidence  befoi-e  the 
"  Commission,  is  to  hold  all  the  siirplus  funds  of  the 
"  Government  of  India,  over  and  above  the  prescribed 
"  working  balance,  at  the  disposal  of  the  Secretary  of 
"  State,  for  him  to  remit  to  London  through  Council 
"  Bills  up  to  the  maximum  demands  of  trade."  You 
have  before  you  the  paragraph  from  which  I  have 
quoted,  have  you  not  ? — Tes. 

9897.  And  the  subsequent  paragraphs  which  con- 
tinue your  ideas.  I  am  not  quite  clear  as  to  what  youi' 
criticism  is.  Do  you  think  that  the  Secretary  of  State 
gets  more  money  over  here  than  he  can  usefully  employ  ? 
— That  is  impossible. 

9898.  If  India  has  got  money  available — if  there  are 
large  surpluses  of  revenue — in  what  way  can  it  be 
better  employed  than  by  drawing  it  to  this  side  for 
expenditure  in  reproductive  work  in  India  ?  —  In 
raising  the  whole  standard  of  administration  in  India 
and  in  pursuing  that  policy  of  continuous  ameliora- 
tion which  bas  been  well  said  to  be  the  foundation  of 
British  rule  in  India. 

9899.  Then  your  criticism  on  these  points  is 
directed  to  the  policy  of  financial  railway  develop- 
ment and  irrigation  work  out  of  reventie  P — Tes. 

9900.  And  youi-  desire  is  to  see  the  whole  of  the 
surplus  revenue  devoted  to  educational  or  social 
amelioration  ? — I  put  it  shortly  as  education  and  sani- 
tation, using  those  terms  in  the  widest  sense.  That, 
of  course,  involves  practically  every  branch  of  the 
administration  of  the  Government  of  India.  You  may 
take  it  as  an  established  fact  that  there  is  no  branch  of 
the  administration  of  the  Government  of  India,  and 
there  is  not  one  of  the  progressive  and  ameliorative 
agencies  which  is  not,  generally  speaking,  extremely 
short  of  funds.  I  have  seen  an  estimate  made  that  the 
whole  of  the  normal  growth  of  the  revenue  of  the 
Government  of  India  for  the  next  ten  years  could  be 
devoted  to  paying  Government  servants  a  living  wage. 
That  may  be  an  extreme  statement,  but  there  is 
scarcely  a  branch  of  the  subordinate  establishment 
of  Government  which  is  not  grossly  undei-paid  ;  there 
is  no  branch  of  education,  of  sanitation,  or  of  medical 
i-elief,  which  is  not  in  need  of  incalculable  funds — I  will 
not  say  at  this  particular  moment,  because  as  the  result 
of  a  series  of  surpluses  the  provincial  Governments  are 
well  established  with  funds,  but  I  lay  it  down  as  a 
general  rule.  That  is  the  condition  throughout  the 
whole  of  India. 


9901.  I  do  not  want  to  go  into  these  matters  in 
any  detail,  because,  of  course,  they  do  not  come  within 
the  terms  of  refei-enoe  to  us.  I  only  allude  to  it 
because  that  Is  the  reason,  I  understand,  for  which  you 
propose,  as  a  corollary  of  what  you  have  just  said,  that 
reproductive  works  in  India  should  be  earned  out  by 
borrowing  ? — By  borrowing. 

9902.  I  think  you  say,  shortly  after  the  quotation 
which  I  have  already  made,  that  the  Indian  market 
should  be  used  as  largely  as  possible  ? — Yes. 

9903.  Do  you  think  that  it  is  possible  to  raise  much 
more  money  in  India  than  has  been  done  by  the 
Government  in  recent  years  ? — ^I  think  it  is  possible  to 
raise  substantially  larger  sums,  provided  that  there  is 
simultaneously  a  reform  of  the  system  of  treasuay 
management.  The  two  matters  are  closely  inter- 
related, and  you  cannot  have  one  to  a  very  large  extent 
without  the  other.  I  am  informed  that  it  ought  to  be 
quite  possible  to  raise  a  loan  of  five  crores  a  year  in 
India  as  matters  stand,  but  you  cannot  expect  to  raise 
large  sums  in  the  forni  of  Government  paper  in  India 
if  the  surplus  revenues  of  Government  are  withdrawn 
from  the  market  and  locked  up  in  the  reserve  trea- 
suiles,  as  one  of  the  results  of  which  thei-e  is  a  very 
high  bank  rate  every  cold  weather,  when  Government 
paper  is  depreciated,  and  when  it  has  been  on  occasions 
no  security  for  loans.  When  I  say  "no  security"  I 
mean  money  has  not  been  available  for  advances 
against  it. 

9904.  Perhaps  we  had  better  pursue  that  subject  a 
little  fiu-ther  now.  What  do  you  suggest  as  a  reform 
of  the  treasury  system  ? — I  suggest  that  the  balances 
of  the  Government  of  India  over  and  above  their  pre- 
scribed working  balance,  and  over  and  above  the 
budgetted  demands  of  the  Secretary  of  State  for  the 
financial  year,  shall  be  automatically  released  for 
the  lightening  of  the  money  market. 

9905.  You  say  "  automatically  released."  How 
would  this  automatic  process  take  place  ? — ^You  come 
to  the  question  of  the  reserve  treasuries.  It  seems  to 
me  that  the  whole  question  of  the  reserve  treasuries 
which  withdraw  this  money  from  use  has  passed 
entirely  out  of  the  original  conception  of  reserve 
treasuries.  The  original  conception  of  the  reserve 
treasuries  was  to  provide  2  millions — I  do  not 
know  whether  that  was  sterling  or  rupees — afterwards 
increased  to  3  crores,  as  a  resei"ve  for  Government ;  and 
as  I  understand  the  despatch,*  the  Marquess  of  Salisbury 
in  sanctioning  that  procedure,  did  not  contemplate 
that  even  this  sum  should  be  absolutely  and  arbiti-arily 
withdrawn  from  the  market.  As  I  read  the  despatch, 
he  intended  that,  at  the  discretion  of  the  Government 
of  India,  it  should  be  lent  out  on  approved  conditions. 
What  has  actually  happened  is  that  the  amount  in  the 
resei-ve  treasuries  has  grown  out  of  all  proportion  to 
the  original  conception,  while  simultaneously  there  has 
been  a  great  shortage  of  loanable  capital  in  the  busy 
season,  and  in  the  case  of  the  current  year  almost 
before  the  busy  season  has  arrived. 

9906.  I  want  to  get  rather  closer  to  the  facts  if  I 
can.  When  you  speak  of  the  money  being  withdi'awn 
from  the  market  you  mean  that  the  taxes  are  collected 
at  that  time  .'^The  taxes  are  collected  at  that  time, 
and  the  product  of  loans  also  is  swept  into  the  reserve 
treasuries,  I  understand. 

9907.  At  the  same  time  of  the  year  P — Not  quite  at 
the  same  time  of  the  year,  because  taxes  are  collected 
rather  from  December  onwards,  whereas  Government 
loans  are  raised  in  the  slack  season ;  bat  there  was 
very  strong  complaint,  even  in  the  current  monsoon, 
of  the  rapidity  with  which  the  product  of  the  Govern- 
ment loan  was  swept  into  the  reserve  treasuries,  with 
the  effect  of  hardening  the  money  market. 

9908.  But  the  main  complaint,  as  it  has,  I  think, 
been  presented  to  us — and  possibly  you  would  not 
differ  from  that  presentation  of  it — has  been  that  the 
Government  sweeps  into  its  treasuries  at  the  busy 
season  of  the  year  a  very  large  proportion  of  the 
taxation  ? — Tes. 

9909.  And  that,  as  it  has  collected  those  taxes  to 
meet  its  needs  throughout  the  whole  year,  it  does  not 
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pay  the  money  out  at  once,  but  only  dribbles  it  back 
by  slow  degrees  ? — That  is  so. 

9910.  Therefore,  it  is  only  in  the  sense  that  they 
collect  their  taxes  at  that  period,  and  that  they  do  not 
at  once  pay  the  money  out,  that  they  withdraw  it  from 
the  maiiet  ? — That  is  so. 

9911.  They  cannot  pay  it  out  in  fulfilment  of  their 
obligations  at  that  moment,  because  their  obligations 
have  not  matured  ? — No. 

9912.  Therefore,  what  you  wish  them  to  do  is  to 
lend,  I  think  ? — To  lend  the  money. 

9913.  To  whom  are  they  to  lend  .' — That  question 
was  discussed  in  some  detail  in  August,  when  the 
Finance  Minister  of  the  Govenunent  of  India  was 
present  in  Bombay  and  met  the  Committee  of  the 
Chamber  of  Commerce  on  this  very  question.  I  am 
not  a  member  of  the  Committee  of  the  Chamber,  and  I 
can  only  speak  really  from  second  hand  as  to  what 
actually  occuiTcd  at  that  meeting,  but  I  think  I  am 
correct  in  saying  that  although  diverse  interests  were 
represented,  it  was  the  practically  imanimous  conclusion 
that  the  money  should  be  lent  through  the  Presidency 
Banks. 

9914.  And  to  them  alone  ? — And  to  them  alone.  I 
think  that  the  proposal  which  has  been  made,  that 
money  should  be  lent  outside  the  Presidency  Banks,  is 
open,  in  the  pecviliar  conditions  of  India,  to  rather 
strong  objection. 

9915.  Will  you  particularise  a  little  ? — I  will 
particularise  in  this  way,  that  there  has  been  a  con- 
siderable extension  of  banking  in  India,  and  some  of  these 
banks  conduct  their  business  on  different  lines  from  other 
banks ;  and  I  think  if  youhad  a  listof  approved  borrowers 
upon  which  banks  were  put,  considerable  pressure  would 
l:>e  brought  to  bear  on  Government  to  include  in 
that  list  banks  of  whose  method  of  doing  work 
purists  perhaps  might  not  approve.  Of  course,  it  is 
said  that  the  security  of  one  bank  is  as  good  as  the 
security  of  another  bank,  but  that,  I  think,  is  open 
to  strong  qualification.  What  the  Government  want 
when  they  advance,  assuming  that  they  advance 
against  security,  is  not  to  have  theii'  own  security 
thrown  back  on  their  hands,  but  to  have  their  money 
back ;  and  whei-eas  one  bank  tendering  Government 
paper  might  so  employ  the  money  that  it  would  be 
readily  returned  when  wanted,  another  bank  might  so 
employ  that  money  that  when  the  moment  aiTived  it 
could  only  forfeit  its  security,  which  would  be  a  source 
of  considerable  embarrassment  to  the  Government. 
As  security  against  the  pressure  which;  would,  I  am 
certain,  be  exercised  in  those  circumstances,  I  do  think 
that  it  is  most  desirable  that  such  loans  as  ai-e  made  in 
the  existing  conditions  should  be  made  solely  and 
absolutely  through  the  Presidency  Banks. 

9916.  Therefore,  you  would  not  at  all  share  the  view 
which  was  expressed  to  us  by  another  witness,  that  if 
the  loans  from  the  Government  balances  cannot  be  made 
to  all  banks  capable  of  tendering  a  certain  quantity  of 
Government  security,  they  should  not  be  made  to  any 
bank  at  all  ? — Most  decidedly  not. 

9917.  I  think  it  follows  from  what  you  have  said 
that  you  assume  that  these  loans  would  only  be  made 
against  approved  security?  —  I  would  rather  suggest 
that  this  is  a  matter  for  negotiation  between  the  Govern- 
ment of  India  and  the  Presidency  Banks.  Personally  I 
should  be  loath — not  thatmy  opinion  is  entitled  to  much 
consideration  —  to  lay  down  any  hard  and  fast  rule 
under  which  those  loans  should  be  made.  I  think  that 
the  Finance  Member  of  the  Government  of  India  is 
perfectly  competent,  assuming  he  has  the  discretion,  to 
lay  down  conditions  under  which  these  moneys  should 
be  advanced. 

9918.  You  would  not  be  inclined,  therefore,  to  fix 
any  rule  or  any  relation  to  bank  rate  for  these  loans  ? — 
I  would  not  be  inclined  to  fix  any  rate  whatsoever.  I 
think  I  am  right  in  stating  that  at  the  particular 
meeting  to  which  I  refeiTed — I  think  it  was  in 
August  last — it  was  also  almost  unanimously  agi-eed 
that  it  should  be  something  under  bank  rate;  but 
having  no  interest  whatsoever  in  the  Presidency  Banks, 
I  think  from  the  point  of  view  of  the  general  public 
itjis  far  more  important  that  these  moneys  should  be 
released   in  the  busy  season    than  that   Government 


should  stick  out  for  another  quarter,  or  half,  or  even 
1  per  cent.  I  say  that  because  I  am  interested  to  a 
considerable  extent  in  industrial  concerns  in  the  west 
of  India,  and  I  am  associated,  either  as  director  or, 
in  one  case,  as  chairman,  with  companies  with  a  capital 
of  nearly  700,000Z.  sterling,  and  therefore  I  speak  with 
some  practical  experience  of  the  difficulties  which  are 
raised  by  these  abnormally  or  exceedingly  high  bank 
rates  in  the  busy  seasons. 

9919.  Tour  difficulty  with  regard  to  the  bank  rate 
in  India — although  I  do  not  wish  to  underrate  it — is  a 
very  temporary  one,  is  it  not? — The  average  bank 
rate  is  reasonable,  but  the  busy  season  bank  rate  is 
high,  and  the  proposal  that  Govemment  should  release 
its  balances  through  the  Presidency  Banks  has  some- 
times been  criticised  on  the  ground  that  it  would 
bi'ing  the  average  bank  rate  so  low  that  banks  could 
not  afford  to  offer  terms  which  would  attract  depositors. 
To  that  proposal  I  demur  for  a  very  strong  reasjon, 
and  it  is  this.  Fii'st  of  all,  I  think  the  season  is  of 
necessity  made  shorter  when  the  bank  rate  is  so  high 
that  people  are  forced  to  part  with  their  produce 
because  they  cannot  carry  it ;  secondly,  even  in  these 
conditions  there  is  already  manifest  a  tendency  in 
India  to  spread  the  busy  season  over  a  greater  propor- 
tion of  the  year.  In  order  to  make  quite  certain  of 
that  fact,  I  asked  the  Chairman  of  the  Bombay  Port 
Trust  what  his  experience  was,  and  he  told  me,  and  I 
have  the  figures  here.  They  are  rather  subtle,  but  the 
general  conclusion  was  that  the  whole  tendency  of 
trade  was  to  spread  itself  over  more  evenly  through 
the  year  instead  of  concentrating  on  January,  Feb- 
ruary, March,  April,  and  May,  closing  down  before  the 
monsoon.  It  seems  to  me  that  if  you  had  a  more  even 
bank  rate,  or  a  more  regular  bank  rate,  the  average 
bank  rate  in  all  probability  would  not  decline,  because 
you  would  have  a  greater  demand  for  accommodation 
all  the  year  round. 

9920.  Speaking  generally,  as  far  as  your  experience 
goes,  would  you  say  that,  not  for  temporary  accommo- 
dation in  the  busy  season,  but  for  accommodation 
spread  over  a  longer  period,  the  rates  are  othei-wise 
than  moderate  in  India  ? — For  accommodation  spread 
over  the  whole  year  rates  are  modei-ate  on  good 
security.     Rates  are  distinctly  moderate. 

9921.  And  the  difficulty  is  this  busy  period  ? — The 
busy  season. 

9922.  To  what  extent  would  these  loans  to  the  Pre- 
sidency Banks,  if  an-anged  on  some  such  basis  as  you 
have  sketched  to  us,  Ireach  all  classes  in  India  ? — 
It  is  rather  hard  to  say,  because  Presidency  Bankers 
alone  are  competent  to  discuss  that  point.  I  think 
that  they  would  certainly  reach  the  exchange  banks  if 
they  wanted  the  money ;  I  think  they  would  reach  all 
the  substantial  swadeshi  banks ;  and  I  think  there  is 
every  reason  to  conclude  that  they  would  reach  all 
classes  who  were  accustomed  to  borrow  on  reasonable 
credit. 

9923.  Do  you  think  the  benefit  of  a  reduced  rate 
would  really  filter  down  to  the  cultivator  ?  That  is 
what  I  have  in  my  mind.  Perhaps  I  may  say  that  I 
ask  you  the  question  because  some  witnesses  have  sug- 
gested that  the  benefit  would  not  get  very  far  beyond 
a  limited  circle  if  the  loans  were  confined  to  the  Pre- 
sidency Banks  ?— Would  you  mind  if  I  answered  that 
at  some  slight  length  ? 

9924.  No?— I  am  a  director  of  the  Central  Co- 
opei-atiye  Credit  Societies  Bank,  with  which  Sir 
Shapm-ji  is  associated,  which  was  formed  for  the 
special  purpose  of  financing  co-operative  credit  socie- 
ties. That  bank,  or  rather  the  movement  of  which  it 
was  the  upshot  (a  movement  staited  by  the  Bombay 
Govemment)  was  established  because  it  was  impossible 
to  reach  the  cultivator  through  the  ordinai-y  mechanism 
of  credit.  Many  years  ago  there  was  a  strong  demand 
m  India,  for  a  State  Agricultural  Bank  on  the  lines  of 
the  Egyptian  Land  Bank.  I  think  it  was  the  late  Mr. 
Samuel  Smith  who  came  to  India  and  pointed  out 
at  a  meeting  held  to  consider  this  subject  that  the 
demand  was  based  on  the  fallacy  that  the  agricultutul 
conditions  in  India  were  at  all  compai-able  to  the 
agricultural  conditions  in  Egypt.  He  then  showed 
that   almost   the  whole   of  the  Egyptian  crop,  being 
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an  iii'igated  crop,  w&s  a  certain  crop.  It  might  be  a 
good  crop  or  it  might  be  an  indifferent  crop,  but  it  was 
a  crop.  That  is  not  the  case  in  India.  In  the  dry 
zone  in  India  in  any  year  you  may  be  advancing  on  a 
piece  of  bare  land  which  does  not  produce  a  blade  of 
grass,  and  for  that  reason,  as  far  as  I  can  see,  it  is 
impossible  to  conceive  of  any  land  bank  worked  on  the 
ordinary  lines  which  can  can-y  credit  to  ryots  in  the 
dry  zone.  The  ci-edit  of  ryots  in  the  di-y  zone  must 
of  necessity  come  through  the  co-operative  credit 
societies.  The  difficulty  was — or  rather  the  question 
was — how  to  get  that  money  into  the  co-operative 
credit  societies,  and  the  bank  of  which  I  am  speaking 
was  started,  not  from  philanthropy,  because  we  hoped 
to  make  a  dividend,  but  for  the  special  purpose  of 
bringing  money  to  the  co-operative  credit  societies ; 
and  I  am  assui-ed  that  already  it  has  been  a  boon  in 
that  direction.  I  do  not  know  whether  you  understand 
the  principle  upon  which  this  bank  works. 

9925.  I  think  I  do  sufficiently  for  the  purpose  of 
understanding  your  answer? — We  work  partly  upon 
Government  guaranteed  debentures,  and  all  "the  profits 
over  6  per  cent,  are  divisible  between  the  shareholders  of 
the  bank  and  the  societies.  The  cheaper  we  get  our 
money  the  more  there  is  to  go  back  to  the  societies, 
so,  in  the  first  place,  if  we  can  get  money  from  the 
Presidency  Banks  on  our  secTirity  as  freely  as  we  want  it, 
there  need  be  no  restriction  whatsoever  on  the  amount  of 
money  we  advance  to  the  societies  comparable  to  their 
security;  and,  secondly,  there  wiU  be  a  larger  profit 
divisible  at  the  end  of  eveiy  three-yearly  valuation,  and 
consequently  they  vrill  get  their  money  more  cheaply. 

9926.  So  that  in  general  terms  your  contention  is 
that  even  if  the  loans  were  confined,  as  far  as  the 
Grovei-nment  was  concerned,  to  the  Presidency  Banks, 
they  would,  through  the  different  channels  which  you 
describe,  filter  down  to  all  classes  ?— To  all  classes. 

992?!  And  not  be  confined  merely  to  assisting 
certain  great  houses  or  certain  great  industrial  con- 
cerns ? — I  think  that  theory  is  absolutely  untenable. 

9928.  Now  I  return  to  the  point  we  were  discussing 
when  we  diverged  to  follow  up  that  enquiry.  I  under- 
stand that  however  much  importance  you  attach  to 
education  and  sanitary  improvements,  you  do  not 
desire  to  see  the  development  of  reproductive  work 
stopped  ?■— No. 

9929.  Am  I  right  in  thinking  that  the  printed 
proposals  which  you  have  laid  before  us*  are  dependent 
upon  the  assumption  that  either  in  India  or  in  Englaaid 
you  can  borrow  sufficient  to  carry  those  works  on  ?— 
Substantially,  yes. 

9930.  I  think  you  have  intimated  that  in  your 
opmion  the  Government  could  safely  issue  rupee  loans 
in  India  under  present  circumstances  up  to— was   it 

.  5  crores  ?— It  is  not  my  opinion,  because  my  opinion 
on  a  financial  matter  like  that  is  valueless,  but  on 
inquiiy  amongst  those  who  are  cognisant  of  the  state 
of  the  money  market,  that  is  the  opinion  that  is  given 
to  me— that  even  under  the  present  conditions  the 
Government  could  reasonably  raise  5  crores  a  year  m 
rupee  paper.  , 

9931.  I  think  that  is  putting  it  higher  than  the 
witnesses  who  have  come  before  us  have  done  ?— It  is 
the  figure  which  was  given  to  me  just  about  the  time 
I  came  away. 

9932.  You  think  that  that  figure  would  be  further 
increased  if  there  was  less  strain  at  the  busy  season  on 
the  money  market  ?— Even  if  that  figui-e  was  not 
further  increased,  the  amount  of  money  Government 
could  take  off  or  could  attract  from  the  market  is 
capable  of  considerable  expansion  with  a  wider  variety 
of  conditions.      That  is   particularly   the  case   with 

•  feeder  raUways.  After  a  very  long  fight  we  have  now 
got  down  to  reasonable  terms  for  the  construction  ot 
feeder  railways,  with  the  result  that  there  are  now 
proposals  before  the  Railway  Board  for  feeder  railways 
to  be  constracted  by  private  enterprise  with  an  aggi-e- 
gate  capital  of  8^  crores  of  rupees.  I  think  m  reason- 
ably good  years  the  amount  of  money  that  could  be 
taken  off  the  market  for  feeder  milways  on  the  present 
terms,  provided  scheme^o  through  with  reasonable 
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expedition,  is  very  large  indeed,  and  I  think  I  might 
also  say  that  the  greater  part  of  the  railway  extension 
of  India  can  be  financed  on  feeder  railway  terms, 
leaving  the  direct  Government  borrowings  for  the 
needs  of  the  open  lines. 

9933.  When  you  have  made  full  allowance  for  all 
the  money  you  can  obtain  in  those  ways,  what  do  you 
think  would  be  your  annual  demand  on  Loudon  ? — 
That  is  a  question  I  could  not  answer. 

9934.  Should  I  be  wrong  in  saying  that  it  would 
still  be  considei-able  ? — It  would  be  considerable. 

9935.  Especially  as,  I  suppose,  you  would  like  to 
see  a  great  deal  of  irrigation  work  done  as  well  as 
railway  work  ? — Undoubtedly. 

9936.  Do  you  think  it  is  safe  to  count  on  raising 
the  whole  of  that  by  loan  in  India  and  not  paying  any 
portion  of  it  out  of  revenue  ? — It  seems  to  me  that  the 
economic  condition  of  India  to-day  and  the  financial 
position  of  India  to-day  is  almost  without  parallel  in 
the  world.  At  least,  if  there  is  any  countiy  which  can 
show  an  equally  good  profit  and  loss  account,  I  do  not 
know  it. 

9937.  I  am  not  suggesting  for  a  moment  that  the 
ci-edit  of  India  has  deteriorated  or  is  bad,  b\it  I  was 
i-ather  asking  you  whether  you  think  that  the  money 
would  be  forthcoming  even  for  such  excellent  purposes 
and  with  such  excellent  security  ? — Having  regard  to  the 
figures  of  the  export  of  British  capital  to  countries 
whose  credit  is  cei"tainly  not  better,  or  ought  certainly 
not  to  be  better,  than  that  of  India,  it  seems  to  me 
that  if  India  could  not  raise  this  amount  of  5,000,000Z. 
or  7,000,0002.  a  year  (assuming  that  to  be  the  sum)  in 
London,  there  must  be  some  defect  in  the  way  in 
which  Indian  credit  is  exploited  in  London. 

9938.  Do  you  think  that  they  could  count  suffi- 
ciently upon  raising  the  sums  which  would  be  required 
at  the  present  rate,  or  are  you  contemplating  that 
they  would  issue  loans  canying  a  higher  rate  of 
interest  ? — That  is  rather  a.  banker's  question,  but  it 
strikes  me  in  this  way.  You  cannot  raise  loans 
on  the  general  security  of  the  revenues  of  the  Govern- 
ment of  India  at  a  higher  rate  than  3^  per  cent, 
without  depreciating  your  Sj  per-  cent,  paper,  and  in 
that  way  causing  a  serious  injustice  to  those  who  have 
taken  it  up,  but  it  seems  to  me  that  there  ought  to  be 
many  subsidiary  stocks  carrying  perhaps  a  slightly 
higher  rate  of  interest  which  could  be  put  upon  the 
market.  More  especially  is  it  the  case  when,  as  I  think 
I  am  con-ect  in  saying,  piacticaUy  the  whole  of  the 
Secretary  of  State's  borrowings  in  England  are  spent 
in  England  ;  they  are  not  sent  out  to  India  in  the 
form  of  money,  they  are  sent  out  in  the  foi-m  of  loco- 
motives and  rolling  stock  and  rails.  I  should  imagine 
that  that  would  be  a  factor  of  some  considerable 
importance  in  strengthening  the  credit  of  India  in 
London. 

9939.  If  these  balances  were  made  available  for 
loans  to  the  Presidency  Banks,  to  what  extent  do  you 
anticipate  that  the  Presidency  Banks  would  take 
advantage  of  them  ? — That  is  a  question  upon  which 
my  personal  opinion  is  absolutely  valueless,  as  I  say, 
but  I  was  at  some  pains  to  enquire  amongst  those  who 
would  be  likely  boiTOwers  from  the  banks,  assuming 
that  this  system  was  set  up,  and  the  figure  which  was 
given  to  me  by  a  gentleman  who  is  certainly  of  the  very 
highest  authority,  was  that,  not  in  the  first  or  second 
year  perhaps,  but  if  the  money  were  available,  the 
money  market  could  take  a  sum  up  to  5,000,000/. 
sterling. 

9940.  For  what  sort  of  period  do  you  contemplate 
that  the  Government  would  lend  ? — That  is  a  technical 
question  upon  which,  as  I  say,  my  opinion  would  not  be 
worth  having. 

9941.  I  will  not  then  press  those  questions  any 
further,  but  I  would  just  like  to  put  a  couple  of  ques- 
tions to  you  about  the  Secretary  of  State's  drawings. 
You  would,  I  suppose,  agree  that  he  must  withdraw 
from  India  whatever  sums  he  requires  to  meet  his 
home  charges  ?— Undoubtedly. 

9942.  And  you  would  include  in  his  home  charges, 
not  merely  his  immediate  necessities  from  day  to  day, 
but  his  prospective  necessities  as  he  can  foresee  them  ? 
For  the  whole  of  the  financial  year,  certainly. 
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9943.  Would  you  agree  that  it  is  his  fii-st  duty  to 
piit  himseK  in  a  position  to  meet  those  charges  ? — Up 
to  his  bvidget  requirements  for  the  whole  of  the 
financial  year,  certainly. 

9944.  And  he  must  draw  to  meet  those  charges  as 
lie  can  ? — As  he  can. 

9945.  I  pass  away,  then,  from  that,  and  I  pass  to 
the  resei-ves.  Tou  support  the  existing  Gold  Standard 
Reserve  ? — Entirely. 

9946.  I  understand  that  you  wish  to  see  it  increased 
as  rapidly  as  possible  ? — I  should  like  to  see  the  whole 
profits  on  coinage,  and  the  whole  of  the  interest  on  the 
invested  portion,  accrue  to  this  resenre  automatically 
without  limitation  for  as  far  ahead  as  we  can  see. 

9947.  And  with  legard  to  the  ti-eatment  of  the 
resei-ve,  do  you  fix  in  your  own  mind  any  sum  which 
ought  to  be  held  in  liquid  gold — in  actual  gold .'' — My 
own  personal  view  would  be  that  the  whole  should  be 
held  in  liquid  gold.  Of  coui-se,  the  objection  has  been 
i-aised  that  it  is  an  unnecessary  waste  to  hold  money 
in  liquid  gold,  but  I  have  very  rarely  found  that 
objection  advanced  by  Indians  who,  after  all,  would 
primarily  sufEer  if  there  were  any  diminution  of  the 
revenues  on  that  account.  So  far  as  I  can  understand 
the  Indian  position  and  express  it,  it  entirely  endorses 
the  view  which  was  put  forward,  I  think,  to  the  Com- 
mission by  Sir  Shapiuji  Broacha,  that  there  should  be 
no  limit  to  the  reserve  for  as  far  ahead  as  we  can  see, 
and  that  as  much  as  possible,  if  not  the  whole,  should 
be  held  in  liquid  gold. 

9948.  Tou  say  in  your  memorandum  (p.  667,  para.  17) 
that  this  process  should  go  on  until  the  reserve  is  at  such 
a  point  as  establishes  beyond  doubt  that  it  is  sufficient 
to  meet  all  reasonable  requirements.  What,  in  your 
view,  is  the  measiu-e  of  the  reasonable  requirements  ? — 
I  do  not  think  that  anybody  is  competent  at  the 
present  stage  to  express  an  opinion.  I  do  not  think 
we  have  had  enough  experience,  nor  shall  we  have 
experience  enough  for  10  or  15  years 

9949.  If  you  will  forgive  my  intemipting,  you  a. 
little  misunderstand  my  question.  I  am  not  asking 
you  to  fix  a  limit  at  all,  but  I  am  asking  you  by  what 
conditions  you  think  the  requirements  of  the  fund  are 
governed.  For  what  purpose  does  the  fund  exist  .** — I 
take  it  that  the  fund  primarily  exists  to  support 
exchange  in  the  event  of  an  adverse  balance  of  trade. 

9950.  Is  the  extent  to  which  it  ought  to  be  accumu- 
lated then  in  some  way  dependent  upon  the  growth  of 
Indian  trade  ?  As  Indian,  trade  grows,  and  as  the 
effect  of  a  possible  bad  year  therefore  becomes  greater, 
should  the  reserve  vary  in  some  proportion  to  that  ? — 
Certainly. 

9951.  Do  you  think  that  the  amount  of  rupee 
coinage  in  existence  has  any  bearing  on  the  amount  of 
the  gold  standard  reserve  ? — That  is  a  rather  subtle 
point,  because  you  open  up  the  question  then  as  to 
how  far  the  volume  qf  the  token  coinage  conditions 
the  drain  on  the  resei-ve.  The  point  has  been  put 
forward,  and  it  seems  to  be  a  strong  point,  that  more 
mpees  are  not  likely  to  flow  back  upon  Government 
demanding  redemption  in  gold  than  axe  necessary  to 
liquidate  the  balance  of  trade,  but  to  that  I  think  there 
is  a  very  important  qualification,  inasmuch  as  we 
know  that  there  are  certain  Indian  investments  abroad, 
and  I  think  it  is  highly  probable  that  with  the  increased 
yield  from  foreign  stock  those  may  grow  larger ;  and 
I  do  not  know  if  that  estimate  takes  account  of  the 
considerable  remittances  that  are  made  on  private 
account.  Therefore  it  is  not  an  absolute  rule,  and  the 
question  is  a  tuther  more  subtle  one  than  I  should 
care  to  ofEer  a  dogmatic  opinion  on. 

9952.  For  a  practical  guide  to  the  Commission  for 
a  moment,  you  say  that  no  reserve  that  we  can  at 
present  contemplate  is  too  big  ? — Certainly. 

9953.  And  no  amount  of  actual  gold  which  we  can 

see  the  possibility  of  collecting  is  too  great  to  hold  P 

No. 

9954.  Have  you  any  opinion  to  offer  to  the  Com- 
mission as  to  where  that  gold  reserve  should  be  held  ? 
— ^I  think  the  gold  in  the  reserve  should  be  held  in 
India.  I  think  also  it  should  be  brought  imder 
statutory  control  by  an  Act  passed  through  the 
Imperial  Legislative  Council. 


9955.  Let  me  take  the  two  opinions  separately. 
Tou  say  first  that  it  should  be  held  in  India.  Will 
you  please  give  me  yoiu*  reasons  for  that  ? — My  reasons 
are  twofold.  I  think  it  can  be  established  beyond 
reasonable  doubt  that  the  course  of  policy  pursued 
with  regard  to  the  reserve  has  weakened  the  confidence 
we  ought  to  feel  in  the  resei-ve.  I  think  it  is  a  matter 
of  piimary  importance  to  restore  that  confidence,  and 
I  think  that  confidence  can  be  restored  most  quickly 
and  most  definitely  by  placing  the  reserve  in  India 
and  under  statutory  control. 

9956.  Assuming  that  there  were  in  any  case  statu- 
toiy  control,  I  understand  that  you  still  attach 
impoi-tance  to  the  actual  gold  being  kept  in  India  ? — 
I  do,  because  it  is  difficult  to  conceive  of  a  statutory 
regulation  of  the  reserve  unless  it  is  in  India.  Acts  of 
tne  Imperial  Legislative  Council  are  not  binding  upon 
the  Secretary  of  State  except  so  far  as  he  thuiks  fit  to 
be  bound  by  them.  I  think  that  is  the  constitutional 
position.  Moreover,  even  if  the  statutory  control  were 
made  absolute,  I  should  say  as  a  matter  of  policy  that  it  is 
desirable  to  keep  that  money  in  India,  and  I  think  that 
for  this  reason :  There  has  been  no  doctrine  more 
assiduously  preached  in  India  in  the  last  25  years  than 
the  drain  of  Indian  resoui-ces  to  London.  That  doeti-ine 
has  been  preached  in  season  and  out  of  season  for  some 
20  or  30  years,  until  a  very  large  section  of  the  com- 
munity is  saturated  with  the  belief  that  all  moneys 
drawn  from  India  to  London  are  a  drain  on  India  and 
that  India's  development  is  being  restricted  thereby. 
No  amount  of  argument,  I  am  afraid,  will  break  that 
down,  and  although  so  far  as  the  ordinary  home  charges 
are  concerned,  there  is  not,  of  course,  a  shadow  of 
justification  for  it,  I  do  think  that  the  holding  of  any 
Indian  reserves  in  London  beyond  those  which  are 
absolutely  necessary  in  London  is  undesirable  on  that 
ground. 

9957.  I  gather  then  that  youi-  reason  for  desii-ing  the 
reserves  to  be  held  in  India  is  what  I  may  caU  a  political 
rather  than  an  economic  reason  ? — No,  1  give  that  as  an 
entii-ely  subordinate  reason.  My  main  reason  is  that 
confidence  in  the  resei-ve  has  been  shaken,  as  I  think 
will  be  admitted,  and  that  it  is  most  desirable  to  restore 
that  confidence  as  soon  as  possible,  and  that  that 
confidence  will  be  most  quickly  and  most  firmly  restored 
by  bringing  the  resei-ve  to  India  and  placing  it  under 
statutoxy  control. 

9958.  A  gi-eat  deal  of  the  prejudice  which  you  speak 
oi,^  haying  been  excited  against  the  drain  of  funds  to 
London  is  on  the  assumption  that  these  funds  when  in 
London  are  used  to  benefit  the  London  money  market 
instead  of  the  Indian  money  market.  Is  not  that  so  ?— 
When  I  speak  of  the  di-ain  theory,  I  am  not  speaking 
of  the  recent  discussion  about  the  accumulation  of 
balances— I  am  speaking  of  the  normal  drawings  of  the 
Secretary  of  State  for  his  home  charges.  It  is  one  of 
those  matters  which  have  been  widely  misunderstood, 
partly,  I  think,  because  of  the  means  by  which  it  is 
done.  I  think  there  is  a  great  deal  to  be  said  for  the 
view  that  if  the  Secretary  of  State's  remittances  from 
India  had  been  carried  out  by  ordinai-y  banking 
mechanism  such  as  I  understand  remittances  made  by 
other  countries  to  the  places  where  they  have  to  dis- 
charge their  debts  have  been  done,  the  drain  theoiy 
would  never  have  assumed  the  deep  importance  which 
it  has  assumed ;  but  these  di-awings  and  these  remit- 
tances being  made  every  year  coram  populo,  sometimes 
under  conditions  which  excite  comment,  has  focussed 
and  exaggerated  the  importance  of  the  drain  theoiy.     ^ 

9959.  What  I  wanted  to  put  to  you  was  this-  If 
you  keep  the  whole  of  your  Gold  Standard  Reserve  in 
actual  gold,  whether  it  is  kept  in  India  or  in  London, 
it  would  be  of  no  assistance  to  either  of  the  money 
markets  ? — No. 

9960.  Therefore,  if  it  were  all  kept  in  actual  gold 
and  no  portion  of  it  were  lent  out  on  security  of  any 
kind,  it  could  not  be  suggested  that  the  reason  of 
brmging  it  to  London  was  to  ease  the  London  money 
market  ? — No. 

9961.  On  the  other  hand,  its  principal  object  as 
declared  by  you  being  the  maintenance  of  exchange 
where  will  it  be  wanted  when  the  exchange  crisis 
arises  ?— The  actual  debt  which  is  not  liqui&ted  by 
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ate  balance  of  traie,  of  course,  must  be  discharged  in 
London. 

9962.  So  that  if  it  were  held  in  India  and  a  crisis 
arose  which  forced  you  to  have  recourse  to  it,  the  first 
thing  you  would  have  to  do  yith  it  would  be  to  ship  it 
to  London? — Yes,  certainly. 

9963.  Have  you  in  your  memory  the  course  of 
events  in  1908  and  1909  ?— Tes. 

9964.  There  was  some  delay  in  making  use  of  the 
gold  resources  which  the  Secretary  of  State  and  the 
Government  of  India  then  possesued  ? — There  was. 

9965.  Do  you  think  that  that  hesitation  to  use 
them  was  a  mistake  ? — Undoubtedly.  I  thinlc  it  was 
a  most  disastrous  error. 

9966.  You  think  they  should  have  been  used  at 
once  and  freely  ? — Without  hesitation. 

9967.  Then  might  it  not  be  desirable  that  at  the 
next  crisis  this  gold  I'eserve  should  be  in  the  place 
where  it  would  be  immediately  wanted ;  that  is  to  say, 
would  it  not  be  pro  tanto  a  disadvantage  if  at  the 
moment  when  you  wanted  it  in  London  it  was  in  India 
and  you  had  to  ship  it  home  to  London  instead  of 
finding  it  there  ? — ^It  is  rather  a  banker's  question  to 
answer  as  to  whether  the  fact  that  the  gold  is  actually 
in  London  instead  of  being  on  its  way  to  London 
would  exercise  any  material  effect  upon  the  market; 
It  seems  to  me,  as  an  outsider,  difficult  to  believe  that 
bankers  would  draw  any  material  distinction  between 
gold  on  the  way  and  definitely  assigned  to  them  and 
gold  in  London  which  was  being  released  by  bills 
which  were  being  brought  by  the  mail  steamer. 

9968.  I  will  take  that  answer.  I  am  not  a  banker 
either,  but  I  should  have  thought  it  sometimes 
depended  upon  whether  you  had  the  gold  or  only  the 
promise  of  gold  ? — It  is  something  more  than  a  promise 
of  gold,  it  is  gold  actually  on  the  way.  It  is  gold 
actually  on  the  ship  definitely  consigned  to  a  particular 
market  for  a  particular  piu'pose. 

9969.  Now  let  me  go  to  the  other  condition  which 
you  set  before  us.  You  desire  that  the  Gold  Standard 
Reserve  shall  be  under  statutory  regulation  ? — Yes, 

9970.  Can  you  tell  me  what  statutory  regulation  you 
have  in  mind  ? — I  have  in  mind  an  Act  of  the  Imperial 
Legislative  Council  in  India  stating  that  the  whole  of  the 
profits  on  coinage  and  the  whole  of  the  interest  on  the 
invested  portion  of  the  reserve  shall  be  added  to  the 
reserve  without  limit :  and  I  have  in  mind  also  a  declara- 
tion that  this  reserve  will  be  freely  used  for  the  support 
of  exchange  the  moment  an  adverse  balance  of  trade  sets 
up.  It  seems  to  me,  with  a  rather  vivid  recollection 
of  the  events  of  1907-8  and  1908-9  in  my  mind,  that 
the  present  position  with  regard  to  that  reserve  is  an 
extremely  dangerous  one.  You  have  -the  reserve,  but 
there  does  not  seem  to  be  any  very  definite  concrete 
assurance  as  to  exactly  how  it  will  be  used  in  an  emer- 
gency. We  have  had  the  Secretary  of  State  saying 
that  it  will  be  used,  but  I  fancy  not  committing  him- 
self to  the  manner  in  which  it  will  be  used ;  and  we 
have  had  a  declaration  by  the  Exchange  Banks  that 
they  look  upon  the  Secretary  of  State  as  bound  to 
support  exchange  to  the  maximum  of  his  powers  when 
the  time  arrives.  I  think  if  you  look  back  on  the 
events  of  1907-8,  a  great  part  of  the  drain  of  gold 
which  took  place  then  arose  from  the  indecision  with 
which  the  authorities  acted  when  the  emergency 
occmred.  When  the  Exchange  Banks  asked  if  they 
could  have  gold,  if  they  had  been  told  they  could  have 
had  gold  up  to  five  millions,  six  millions  or  seven 
millions,  I  am  assured  that  they  would  not  have  taken 
gold ;  but  when  they  were  told  that  they  could  only 
have  gold  in  small  quantities,  and  when  the  whole 
position  was  extremely  uncertain,  they  took  all  the 
gold  they  could  possibly  want  so  as  to  guard  againt 
being  refused  it  later  on :  and  it  seems  to  me  that  any 
micertainty  with  regard  to  the  conditions  imder  which 
the  reserve  will  be  used  will  be  very  likely  to  set  up 
precisely  the  same  conditions  again,  when  everybody 
will  rush  to  take  every  bit  of  gold  that  they  can 
possibly  get  for  fear  that  they  may  not  be  able  to  get 
it  when  they  want  it. 

9971.  I  quite  follow  your  argument,  but  I  want  you 
to  help  us  by  being  a  little  more  definite  as  to  the 
practical  steps  to  be  taken.     It  is  easy  enough  to  say 


how  the  first  of  your  statutory  conditions,  or  the  first 
two,  can  be  put  into  a  statute.  You  can  easily  say  in 
a  statute  that  all  the  profits  on  coinage  and  all  the 
interest,  if  there  be  any  interest  under  your  proposal, 
on  the  accumulated  reserve  shall  be  added  to  the 
reserve;  but  what  are  the  statutory  conditions  as  to 
the  use  of  the  reserve  that  you  have  in  mind  ? — I  do 
not  want  to  go  into  any  questions  of  the  mechanism  of 
finance,  because  I  am  not  competent  to  speak  upon 
that,  but,  so  far  as  I  understand  it,  the  ordinary  way  in 
which  that  reserve  would  be  used  would  be  by  the  sale 
of  sterling  bills  at  a  rate  to  be  decided  upon,  and  if 
that  is  so,  in  whatever  direction  it  has  been  decided 
that  the  reserve  shall  be  made  available,  it  should  be 
embodied  in  a  statute. 

9972.  Do  I  understand  that  you  would  ta-y  to  define 
in  a  statute  the  circumstances  under  which  the  reserve 
should  be  used  and  the  rate  at  which  in  those  circum- 
stances sterling  bills  should  be  sold  ? — If  practicable, 
certainly. 

9973.  Y(?u  do  not  think  it  an  impracticable  pro- 
posal ? — I  cannot  express  an  opinion.  It  is  a  purely 
banker's  question. 

9974.  Would  your  objection  to  the  holding  of  the 
gold  standard  reserve  in  London  be  minimised  if  the 
kind  of  conditions  which  you  have  laid  down  for  it  in 
India  were  applied  to  it  in  London  ?— As  far  as  I  am 
concerned  they  would,  of  course,  be  materially  mini- 
mised, but  whether  they  would  be  minimised  in  the 
eyes  of  a  large  body  of  Lidian  opinion  which  is  asking, 
and  continuously  asking,  that  that  reserve  should  be 
held  in  India,  I  should  doubt. 

9975.  It  is  in  this  connection  that  you  have  called 
attention  to  the  fact  that  the  Secretary  of  State  does 
not  at  the  pi-esent  time  number  among  his  financial 
advisers  at  the  India  Office  any  with  Indian  experience. 
Would  yoTU"  objections  to  holding  the  reserve  in 
London  be  mitigated  if  that  were  altered  ? — It  would 
make  a  difference,  because  you  would  always  have  the 
conviction  that  the  Indian  point  of  view,  whether 
right  or  whether  wrong,  was  before  the  Secretary  of 
State  at  the  time  he  acted.  That  conviction  does  net 
operate  to  the  same  extent  now. 

9976.  Then  from  the  question  of  the  reserve  you 
proceed  to  the  consideration  of  a  gold  mint.  You 
desire  to  see  the  Indian  mints  opened  to  the  coinage 
of  gold,  or  a  gold  mint  established  F — A  mint. 

9977.  The  main  ground  upon  which  you  advocate 
it  is  :  "  That  it  would  provide  the  machinery  for  the 
"  rapid  conversion  of  the  great  stores  of  gold  bullion 
"  held  in  India  into  currency  when  they  came  out  under 
"  pressure  of  famine  "  (p.  667,  para.  20).  Do  you  think 
that  there  is  a  very  large  quantity  of  gold  bullion  hoarded 
in  India? — May  I  first  of  all  slightly  modify  that 
opinion  ?  I  would  say,  first  of  all,  that  the  question  of 
whether  or  not  there  should  be  a  gold  mint  is  really 
a  matter  which  ought  to  be  within  the  administrative 
discretion  of  the  Government  of  India  ;  I  would  say, 
secondly,  that  a  mint  would  be  a  very  valuable  step 
towards  the  more  automatic  regulation  of  the  ciirrency 
of  India.  It  would  secure  that  the  gold  whicn  came 
into  India  in  liquidation  of  the  balance  of  trade  came 
in  in  whatever  form  was  most  convenient.  The  Indian 
mint  would  conceivably,  if  arbitrage  conditions  were 
sufficient,  take  gold  from  South  Africa  or  take  gold 
from  Australia  ;  but  whatever  the  conditions  were,  it 
would  secure  that  the  balance  of  trade  would  be  liqui- 
dated in  the  most  natural  conditions  and  would  not 
be  so  largely  confined  to  sovereigns.  Thirdly,  coming 
to  the  other  point,  I  think  undoubtedly  no  one  can 
travel  about  India,  without  realising  how  largely  gold 
has  taken  the  place  of  silver  in  the  ornaments  of  the 
people.  There  is,  and  must  be,  a  large  amount  of  gold 
ballion  stored  in  the  form  of  ornaments. 

9978.  So  I  should  have  supposed,  but  I  think  the 
last  witness  rather  expressed  the  opposite  view?— I 
have  travelled  very  extensively  in  Lidia,  and  it  is  a 
most  extraordinary  sight  to  see  to  what  an  extent  gold 
has  taken  the  place  of  silver  in  the  ornaments  of  the 
people. 

9979.  Do  you  think  that  at  the  present  time  the 
gold  which  is  imported  into  India  has  its  form  in  any 
way  arbitrarily  settled  by  the  fact  that  there  is  not  a 
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mint  open  to  gold  coinage  in  that  country  ? — If  you 
bring  in  raw  gold,  so  far  as  I  understand — it  is  a  point 
for  bullion  dealers — there  is  no  market  for  it.  The 
only  bullion  for  which  there  is  a  market  is  the  high 
touch  gold  which  goes  straight  in  for  ornaments  ;  but 
I  speak  with  some  reserve,  because  it  is  really  a  matter 
of  which  I  know  very  little. 

9980.  There  is  really  a  considerable  import  of  gold 
bars,  is  there  not  ? — Yes.  If  I  am  correctly  informed, 
those  gold  bars,  which  are  high  touch  gold  bars,  come 
in  a  form  which  is  very  popular  in  India. 

9981.  But  you  think  there  is  a  demand  for  sove- 
reigns which  is  not  now  satisfied,  but  which  would  be 
satisfied  if  a  mint  were  opened  for  the  coinage  of 
sovereigns  in  India.  Is  that  your  view  ? — No,  I  should 
not  say  there  was  a  demand  for  sovereigns  which  was 
not  satisfied,  because  there  are  sovereigns  in  the  Paper 
Currency  Reserve,  and  there  is  a  very  large  amount 
which  is  available  there,  but  I  do  think  it  would  settle 
the  balance  of  trade  in  a  more  natural  manner  if  gold 
bullion  came  in  in  the  easiest  and  cheapest  form, 
whether  it  was  from  South  Africa  or  whether  it  was 
from  Australia,  instead  of  being  necessarily  confined, 
or  to  a  very  large  extent  confined,  to  sovereigns. 

9982.  That  is  really  the  opposite  ? — Yes. 

9983.  Do  you  attach  importance  to  increasing  the 
circulation  of  gold  in  India?  -I  do. 

9984.  Tor  what  reasons  ? — I  think  anything  which 
tends  to  keep  down  the  token  circulation  of  the 
country  must  be  a  source  of  immense  convenience  to 
the  Government.  It  must  be  a  material  step  towards 
the  automatic  regulation  of  the  currency,  and  must 
ultimately  become  a  secondary  buttress  to  exchange. 

9985.  Do  you  think  that  the  gold  which  is  at  pre- 
sent in  India  would  be  much  support  to  exchange  in  a 
crisis  ? — ^It  is  vei'y  difficult  to  say.  The  volume  of  the 
token  currency  is  so  large  that  it  is  very  difficult  to 
say  if  you  would  get  down  to  the  gold  in  any  crisis 
which  might  develop  at  the  present  time. 

9986.  Perhaps  you  would  think  that  I  did  not 
overstate  the  case  when  I  said  that  at  any  rate  under 
present  circumstances  a  million  pounds  in  the  reserve 
would  be  much  more  valuable  for  the  support  of 
exchange  than  a  million  sovereigns  put  into  circula- 
tion ? — I  should  not  think  yovi  were  exaggerating. 

9987.  The  only  method  by  which  the  reserve  can 
be  increased,  if  your  proposals  for  holding  the  whole 
of  the  existing  reserve  in  actual  gold  are  adopted, 
would  be  by  the  increase  of  the  mpee  coinage,  would 
it  not  ? — Yes,  I  think  it  would. 

9988.  Yet  I  think  you  are  rather  suggesting  that  it 
would  be  desirable  to  see  gold  replacing  a  part  of  that 
coinage,  or  any  rate  gold  substituted  for  any  growth 
of  that  coinage  ? — You  have  roughly  22  millions  in  the 
Gold  Standard  Reserve,  I  think  to-day,  and  if  there 
were  no  addition  to  the  rupee  coinage,  you  would  have 
had  7  millions  last  year  and  3^  millions  this  year  and  an 
indefinite  sum  in  future  passing  into  the  active  circula- 
tion of  the  coimtry,  which  must  by  degrees  build  up  a 
secondary  reserve  which  will  be  available  in  emer- 
gencies. 

9989.  Do  you  think  that  on  the  whole  the  trend  of 
currency  operations  among  western  nations  is  in  the 
dir'ection  which  you  have  indicated  ? — I  should  not  like 
to  express  an  opinion,  nor  should  I  like  to  draw  any 
parallel,  nor  do  I  think  any  parallel  can  be  drawn — 
I  go  further,  and  I  say  that  any  parallel  which  is 
drawn  must  always  necessarily  be  defective — between 
western  nations  with  a  highly  educated  population  and 
eastora  nations  with  a  literate  population  of  some  5  or 
6  per  cent.  I  think  an  attempt  to  draw  any  parallel 
in  economic  conditions  between  eastern  and  western 
nations  is  necessarily  bad.  It  not  only  affects  currency, 
it  affects  all  fiscal  questions  as  well.  It  is  necessarily 
suspect. 

9990.  If  I  pointed  to  a  tendency  therefore  in  cer- 
tain advanced  countries  rather  to  withdraw  iheir  gold 
from  circulation  and  to  increase  their  reserves  than  to 
pursue  the  opposite  course,  you  would  reply  to  rae 
that  that  may  be  wise  for  them,  but  it  has  no  bearing 
upon  a  country  like  India  ? — ^I  put  it  rather  differently. 
It  would  not  necessarily  carry  conviction  to  my  mind, 
because  I  know  of  no  western  countiy  where  so  large 


a  proportion  of  the  population  is  illitei-ate,  where  the 
same  degree  of  suspicion  exists,  partly  from  existing 
political  conditions  and  partly  as  a  legacy  from  cen- 
turies of  disturbance,  and  where  the  population  by  the 
very  nature  of  their  life  i.^  bound  to  so  large  an  extent 
to  a  metallic  eun-ency. 

9991.  Yet  in  spite  of  all  these  objections  the  note 
currency  has  very  much  increased  in  recent  years  ? — 
The  note  currency  has  increased  and  the  cheque 
cun-ency  has  increased.  I  think  it  is  a  rather  remark- 
able testimony  to  the  relative  political  health  of  the 
country  that  the  note  circulation  and  the  cheque 
circulation  have  increased  to  the  extent  that  they 
have. 

9992.  When  you  speak  of  your  desire  to  see  a 
larger  currency  of  actual  gold,  do  you  carry  your 
wishes  so  far  as  to  desire  that  the  Indian  Government 
should  actively  stimulate  the  circulation  of  gold  ? — I 
should  carry  my  wishes  so  far  as  to  desire  that  the 
Indian  Goverament  should  actively  stimulate  the  circu- 
lation of  gold  and  notes. 

9993.  And  if  it  has  to  choose  rather  the  one  than 
the  other,  which  should  it  press  ? — The  Indian  Govei-n- 
ment,  if  they  had  discretion  in  the  matter,  could  not 
possibly  choose  between  one  and  the  other,  because 
they  would  be  so  deeply  imbued  with  the  conviction 
that  not  only  are  both  desirable,  but  that  a  metallic 
currency  is  equally  necessary.  I  mean  to  say,  if  you 
follow  the  course  of  money  from  the  bank  to  the  ryot's 
house,  you  miist  see  how  absolutely  essential  it  is  for 
him,  both  now  and  for  a  generation  hence,  to  be 
largely  dependent  upon  a  metallic  ciu-rency.  If  a  man 
took  notes  fi-om  a  cotton  centre  like  Amraoti  or 
Khamgaon,  a,nd  went  to  his  village  25  or  30  mUes  away, 
they  would  be  waste  paper  for  him  to  a  large  extent. 
He  would  have  nowhere  to  put  them.  If  you  go  into  a 
i-yot's  house  you  will  see  that  he  has  got  no  strong 
box.  If  he  has  a  chest  of  any  sort,  it  is  so  flimsy  that 
it  is  an  invitation  to  the  robber.  If  he  puts  his  notes  in 
his  roof  they  are  qvdte  likely  to  be  eaten  by  rats, 
because  in  an  Indian  household  the  rat  lives  in  large 
numbers  in  intimate  relation  with  the  family.  If  he 
buries  them  in  the  grotmd.  they  might  be  destx-oyed  by 
the  monsoon  or  eaten  by  white  ants  or  anything  else. 
For  that  reason  he  must  have  metallic  currency  of  some 
sort  or  other,  because  in  nine  cases  out  of  ten  he  buries 
it  in  the  ground.  I  think  in  that  connection  it  is  rather 
important  to  bear  in  mind  the  very  great  rise  in  the 
price  of  all  agriciiltuiul  produce  which  has  taken  place 
in  India  in  the  last  15  or  18  years,  which  has  made  the 
rupee  a  less — or  I  would  rather  put  it  a  much  less — 
satisfactory  means  of  adjusting  these  transactions. 
When  I  went  to  India  in  the  early  part  of  1897  cotton 
was  sold  on  the  basis  of  under  3d.  a  pound.  The 
present  price  of  cotton  is  7  ■  80d.  per  po\uid,  and  we 
were  looking  for  a  five  million  bale  crop  of  cotton 
when  I  came  away.  If  you  consider  the  increased 
value  of  that  produce  and  the  large  amount  which  the 
ryot  must  carry  away  when  he  takes  his  payment  for 
it,  I  think  you  must  also  agree  that  some  less  cumber- 
some form  of  mietallic  currency  than  the  rupee  has 
become  a  necessity.  I  think  that  is  one  of  the  factors 
wMch  have  tended  in  the  districts  where  large  export 
crops  are  raised  to  the  increased  popularity  of  the 
sovereign. 

9994.  There  is  a  difference  between  giving  the 
public  what  they  ask  for  and  pursuing  a  policy  which 
is  intended  to  induce  them  to  take  one  form  of  currency 
rather  than  another  ? — There  is. 

9995.  I  quite  agree  that  Government  must  provide 
the  currency  which  the  people  need,  but  you,  I  thought, 
suggested  that  Government  should  go  further,  and 
should  specially  try  to  increase  the  circulation  of  gold  ? 
— Ajid  notes.  The  Government  are  dealing  with  an 
illiterate  population.  The  Goverament  of  India  stands 
to  the  population  in  a  very  different  relation  from  the 
Government  of  any  other  country  towards  its  people, 
and  inasmuch  as.  in  my  opinion  at  any  rate,  gold  and 
notes  are  better  foi-ms  of  currency  than  token  rupees, 
I  do  feel  that  it  is  up  to  the  Government  to  encourage 
the  circulation  of  both  those  better  forms  of  currency. 

9996.  What  is  the  Indian  note  ?  It  is  a  rupee 
note,  is  it  not  ? — It  is  a  i-upee  note. 
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9997.  It  is  encaakable  in  rupees  ? — In  rupees. 

9998.  But  do  you  think  that  it  is  not  open  to  the 
objections  of  the  rupee  token  currency  ? — The  Indian 
note  is  encashable  in  rupees,  but  there  are  an  enormous 
number  of  sovereigns  in  the  paper  currency  reserve, 
and  I  should  imagine  if  these  notes  flowed  back  for 
encashment  in  very  large  volumes,  it  would  be  a  matter 
of  considei-able  satisfaction  to  the  Government  to  be 
able  to  discharge  them  in  sovereigns,  particularly  if 
the  people  had  become  habituated  to  a  gold  currency 
by  an  active  circulation  of  gold. 

9999.  As  you  say,  there  is  a  great  deal  of  gold  in 
the  paper  currency  reserve.  There  is  some  silver  in 
the  gold  standard  reserve.  Have  you  any  observation 
to  make  upon  that? — It  is  one  of  the  extraordinary 
tangle  of  incongruities  which  has  focussed  discussion 
so  much  on  this  currency  question.  You  have  gold  in 
the  paper  currency  reserve  in  London ;  you  have  silver 
in  the  gold  standard  reserve  in  India.  That  silver  in 
the  gold  standard  reserve  was  originally  put  there 
against  the  strong  protests  not  only  of  commercial 
opinion  throughout  the  whole  of  India  but  of  Sir 
Edward  Law  who  founded  the  reserve,  and  he  wrote, 
not  only  in  the  "  Times  "  (which  was  quoted,  I  think, 
by  the  Calcutta  Chamber  of  Commerce)  but  in  the 
"  Nineteenth  Century,"  in  criticism  of  that  proposal. 
It  seems  to  me,  to  take  another  phase  now,  that  the 
silver  in  the  gold  standard  reserve,  which  was  first  put 
there  to  facilitate  the  provision  of  nipees,  is  kept  there 
now  to  facilitate  the  sale  of  Councils,  and  that  these 
successive  steps  and  departures  from  the  very  clear 
and  logical  principles  upon  which  the  gold  standard 
reserve  was  founded  are  very  strong  factors  in  inducing 
that  unfortunate  mistrust  which  undoubtedly  exists 
to-day. 

10.000.  You  will  perhaps  agree  that  the  Indian 
Government  has  had  very  diificult  problems  to  solve  in 
relation  to  these  matters,  with  very  little  experience  to 
guide  them  ? — That  is  so. 

10.001.  And  that  under  those  circumstances  it  is 
not  altogether  a  thing  to  be  stu-prised  at  if  they  have 
sometimes  varied,  and  if  their  purpose  or  the  methods 
by  which  they  carried  out  their  purpose,  were  not 
always  perfectly  clear  or  perfectly  logical  ? — That 
would  be  so,  but  at  the  same  time,  I  would  ventui-e  to 
point  out  that  what  is  now  reckoned  to  be,  or  what  very 
many  influential  witnesses  have  put  before  this  Com- 
mission, as  the  policy  to  be  followed,  is  the  policy 
which  has  been  pressed  upon  the  Government  of  India 
by  large  bodies  of  commercial  opinion  from  the  very 
first. 

10.002.  I  presume  there  are  a  good  many  people  in 
India  who  would  not  mind  admitting  that  they  too 
have  changed  their  minds  in  the  light  of  later  experi- 
ence since  this  matter  first  came  prominently  before 
the  public  ? — I  think  he  would  be  a  very  rash  person 
who  said  he  had  not  changed  his  mind. 

10.003.  But  I  gather  that  in  any  case  a  good  deal 
of  the  mistrust  of  which  you  speak,  or  of  the  \mcer- 
tainty  of  which  you  speak,  arises  from  the  fact  in  your 
opinion  that  the  Indian  public  has  been  unable  to 
understand  why  things  were  done  or  to  work  ovit 
the  principles  upon  which  they  were  done? — It  is 
undoubtedly  the  case  that  there  has  been  a  most 
unfortunate  ignorance  of  the  principles  upon  which 
certain  measures  which  have  been  strongly  criticised 
have  been  done,  but  at  the  same  time,  I  think  that  even 
if  those  principles  had  been  understood,  there  would 
nevertheless  have  been  a  strong  demand  for  the 
modification  of  them  on  the  general  lines  which  have 
been  indicated. 

10.004.  One  of  the  principal  reasons  for  which  you 
desire  that  greater  administrative  autonomy  in  matters 
of  finance  in  India  of  which  you  spoke  at  the  beginning 
of  your  evidence,  is  because,  as  I  understand,  it  would 
give  the  Indian  public  a  means  of  inquiring  and  ascer- 
taining what  were  the  principles  upon  which  the 
Government  was  acting  ?— That  is  hardly  so.  The 
Imperial  Legislative  Council  as  it  is  constituted  to-day 
gives  every  reasonable  person  in  the  political  conditions 
of  the  country  every  reasonable  means  of  bringing  his 
opinion  to  bear  upon  the  Government  of  India,  and  of 
eliciting  information  from  the  Government  of  India  ; 


but  if  the  Government  of  India  have  no  power  in  the 
matter,  if  in  some  cases  they  have  no  knowledge,  or  if, 
when  they  are  convinced  by  their  critics  that  the  point 
of  view  of  their  critics  is  right,  they  are  unable  to  defer 
to  that  criticism,  the  use  of  the  Imperial  Legislative 
Council  for  the  very  purpose  for  which  it  was  created 
is  very  seriously  impaired. 

10.005.  So  that  if  you  do  not  contemplate  any 
statutory  alteration  in  the  position  of  the  Secretary  of 
State,  you  at  any  rate  expect  that  if  your  proposals 
were  carried  out  he  would  feel  himself  in  practice 
precluded  from  questioning  the  discretion  of  the  Indian 
Government  on  such  points  as  we  have  been  dis- 
cussing ? — I  do  not  think  the  conception  of  the  func- 
tions of  the  Secretaiy  of  State  for  India,  as  modified 
by  the  Reform  Scheme  of  1908,  can  be  more  fairly 
stated  than  they  were  stated  by  Mr.  Montagu  in  the 
House  of  Commons  in  the  last  Budget  Debate  ;  and  a 
short  excerpt  from  that  speech  I  have  given  in  the 
little  memorandum  which  I  have  submitted  to  you 
{see  page  666  of  Appendix  XXXI.,  para.  6).  He  said, 
and  I  think  with  perfect  fairness  and  logic,  that  every 
step  taken  in  increasing  the  political  machinery  in 
India  and  the  means  for  bringing  Indian  influence 
to  bear  upon  the  Government  of  India,  must  be 
accompanied  by  a  reduction  of  the  control  exercised 
from  home  ;  but  we  must  always  remember .  that  in 
fundamental  questions  of  principle  the  will  of  the 
Secretary  of  State  must  of  necessity  prevail. 

10.006.  And  that  being  so,  the  constitution  of  the 
Secretary  of  State's  Council  here  and  of  his  Finance 
Committee  will  remain  a  matter  of  great  importance  ? 
— A  matter  of  great  importance. 

10.007.  You  are  not  satisfied  with  its  constitution 
as  it  exists  at  present? — I  would  point  to  a  rather 
curious  inversion  which  seems  to  have  been  operating 
in  the  constitution  of  the  Secretary  of  State's  Council. 
As  the  importance  of  his  giving  weight  to  the  opinion 
of  the  Government  of  India  in  these  matters  has  grown 
in  consequence  of  the  stronger  mobilisation  of  Indian 
opinion  on  the  Government  of  India,  his  means  of 
appreciating  the  position  of  the  Government  of  India 
have  declined.  There  has  been  a  distinct  change  in 
the  character  of  the  financial  advisers  whom  the 
Secretary  of  State  has  chosen.  For-  many  years  I 
understand  a  representative  of  the  Finance  Department, 
a  retired  ofiicer,  Was  on  the  Secretary  of  State's  Council. 
The  records  I  have  been  able  to  study  do  not  go  very 
far  back,  but  they  go  back  to  the  days  of  Sir  James 
Westland,  and  they  go  back  to  the  days  of  Mr.  J.  F. 
Finlay,  both  of  whom  were  former  officers  of  the 
Finance  Department.  On  another  occasion  thei-e  was 
Mr.  Hardie,  who  was,  I  imderstand,  a  retired  officer 
of  the  Bank  of  Bengal,  and  he  sat  for  some  years  on 
the  Council;  but  since  the  return  of  Mr.  Finlay  to 
India  no  representative  of  the  Finance  Department  of 
the  Government  of  India  has  sat  on  the  Finance  Com- 
mittee of  the  Council,  nor,  I  believe,  since  Mr.  Hardie's 
retirement  has  there  been  any  representative  of  the 
Presidency  Banks,  and  for  many  years  no  representative 
of  Indian  commerce  and  industry. 

10.008.  I  think  your  desire  is  that  there  should 
always  be  at  least  one  representative  of  the  Finance 
Department  of  the  Government  of  India,  one  from  the 
Presidency  Banks,  and  you  say  one  of  commerce  and 
industry  as  well  ? — If  practicable,  yes.  I  regard  as 
the  most  important  point  the  representation  of  the 
Finance  Department  of  the  Government  of  India, 
secondly,  the  Presidency  Banks,  and  thirdly,  commerce 
and  industry. 

10.009.  I  want  to  ask  you  one  or  two  questions  only 
about  a  State  bank.  I  think  you  did  suggest  in  an 
answer  which  you  gave  me  earlier  in  the  day  that  if  the 
financial  business  now  transacted  by  the  Secretary  oi 
State  were  done  through  the  means  of  a  State  bank, 
you  think  much  of  the  criticism  which  his  operations 
have  excited  would  have  been  avoided  ? — I  was  speaking 
at  the  moment  more  particularly  of  the  Secretary  of 
State's  remittances  for  his  home  charges,  and  I  said 
that  if  those  had  been  through  the  ordinary  mechanism 
of  a  bank,  as  the  remittances  which  so  many  other 
countries  are  making  to  London  have  been  done,  being 
less    eonspiouovis  and   being  one  of    the  parts  of  the 
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ordinary  machinery,  very  much  less  criticism  would 
have  been  levied  in  the  direction  of  what  is  called  the 
driin  theory. 

10.010.  Ton  have  not  yourself  formed  any  very 
decided  opinion  on  the  subject,  I  gather  ? — I  have  not 
formed  any  decided  opinion,  because  without  a  definite 
scheme  before  one  I  think  it  is  impossible  to  express 
an  opinion. 

10.011.  You  have  never  tried  to  work  out  a  scheme 
youi-aelf  ? — I  have  not  tried  to  work  out  a  scheme,  but 
I  have  tried  to  consider  one  or  two  definite  principles 
which  would  have  to  be  adopted  if  ever  a  State  bank 
were  carried  into  effect. 

10.012.  Will  you  tell  us  what  those  principles  are  ? 
— I  think  that  in  the .  fii-st  place  it  would  have  to  be  a 
State  bank ;  I  think  the  idea  of  a  central  bank  formed 
either  by  the  unification  of  the  three  Presidency  Banks 
or  by  the  absorption  of  two  Presidency  Banks  by  a 
third  Presidency  Bank,  is  absolutely  impracticable. 

10.013.  When  you  say  that  it  would  have  to  be  a 
State  Bank,  yon  do  not  mean  that  there  would  be  no 
private  capital  ? — 'Wo,  what  I  mean  is  that  it  would 
have  to  be  a  bank  with  which  the  Government 
was  definitely  and  continuously  associated.  I  am  per- 
fectly convinced  tha.t  any  scheme  put  forward  by  one 
Presidency  Bank  for  the  absorption  of  the  others,  with 
a  body  erf  directors  elected  by  the  shareholders  in 
either  one  of  the  great  cities  in  India,  would  be  rejected 
by  certainly  one  or  other  of  the  partners  to  the  enter- 
prise, and  for  that  reason  I  regard  that  idea  as 
absolutely  impracticable.  If  a  central  institution  is  to 
come,  it  must  be  a  State  Bank  put  forward  by  the 
Government  of  India,  and  pressed  to  completion  by 
and  on  the  initiative  of  the  Government  of  India. 
That,  I  think,  is  absolutely  essential. 

10.014.  I  suppose  you  take  it  in  such  a  case  that 
the  Governor  and  some  of  the  principal  officials  of  the 
bank  would  be  nominated  by  the  Government  of 
India? — Undoubtedly,  and  inasmuch  as  sxich  a  bank 
would  have  to  be  in  constant  association  with  the 
Government  of  India,  and  I  take  it  that  at  least  one  or 
other  of  its  high  ofiicials  would  have  to  be  a  high  official 
of  the  Government  of  India,  the  headquarters  of  that 
bank  would  have  to  be  certainly  at  the  cold  weather 
headquarters  of  the  Government  of  India,  and  that  is 
at  Delhi.  I  say  that  particularly,  because  if  you  are 
going  to  have  Government  control  and  representation 
on  that  bank,  it  is  very  desirable  that  it  should  be  the 
highest  Government  official  like  the  FLaance  .'Miember 
of  the  Governor-General's  Council;  because  if  you 
have  a  subordinate  officer  he  would  in  emergencies 
have  to  refer  to  a  higher  officer  for  instructions,  and 
that  might  involve  very  unfortunate  delays. 

10.015.  Whatever  the  advantages  of  such  a  bank, 
they  would  not  free  the  Government  of  India  from 
such  a  responsibility  ?— If o,  but  the  Government  of 
India  is  already  in  very  similar  ways  at  the  present 
time  exercising  responsibility,  and  exercising  it  very 
well.  For  instance,  the  Government  of  India  appoints 
representatives  on  the  Port  Trusts  of  Bombay,  Calcutta, 
and  1  think  of  the  other  towns ;  it  appoints  representa- 
tives on  the  Bombay  Improvement  Trust,  and  I  think 
on  the  Calcutta  Improvement  Trust,  which  are  carrying 
out  the  urban  improvements  in  those  towns ;  and  my 
own  experience  is  that  the  Government  representatives 
on  those  bodies  are  of  the  highest  value,  that  they 
do  work  most  cordially  with  all  then-  colleagues,  and  I 
have  heard  it  stated  that  they  are  regarded  as  certainly 
amongst  the  ablest  members,  and  the  most  useful 
members  of  those  mixed  bodies ;  so  it  is  not  as  if 
Government  were  strange  to  the  idea  of  working  in 
conjunction  with  semi-independent  bodies  of  this 
character. 

10.016.  (Lord  Faber.)  I  think  you  told  the  Chairman 
tliat  you  were  connected  with  a  co-operative  l)ank  in 
India  ?  —  The  Bombay  Central  Co-operative  Credit 
Society's  Bank. 

10.017.  Will  you  please  tell  me  what  is  the  exact 
procedure  with  regard  to  lending  money  to  a  cultivator 
of  the  soil  in  India  ? — If  a  cultivator  of  the  soil  wants 
money  he  must  be  a  member  of  the  Co-operative  Credit 

■  Society.     That  Co-operative  Credit  Society  applies  to 
the  Registrar  of  Co-operative  Credit  Societies,  who  is  a 


Government  official,  for  a  loan.  If  tha  Registrar  is 
satisfied  with  the  general  status  and  managenient  of  the 
society  he  sends  an  officer  of  his  own  to  make  an 
independent  valuation  of  the  assets. 

10.018.  Do  you  mean  of  the  assets  of  the  society  ? 
— Of  the  assets  of  the  members  of  the  society,  because 
it  Ls  of  unlimited  liability.  The  whole  of  these  papers 
are  then  sent  to  our  central  bank  in  Bombay  with  a 
recommendation  from  the  Registrar  that  such  and  such 
a  co-operative  credit  society  has  applied  for  a  loan  of  so 
much,  that  the  assets  of  the  society  as  disclosed  on  the 
appended  sheet  are  so  much,  and  the  Registrar  either 
recommends  the  loan,  or,  if  he  thinks  the  amount 
asked  for  is  excessive,  supposing  it  is  10,000  rupees,  he 
says  :  "  I  recommend  a  loan  of  7,000  rapees,"  and  then 
the  directors  of  the  bank  decide  whether  or  not  that 
loan  should  be  granted. 

10.019.  Then  you  make  the  loan  to  one  of  the 
members  of  the  society  ? — No,  no  membera  of  the 
co-operative  credit  societies  are  connected  with  the 
bank.  The  bank  is  a  limited  liability  company  formed 
in  BombayCity,  and  the  oo-operativecredit  society  which 
applies  for  the  loan  may  be  five  hundred  miles  away, 
right  in  the  southern  part  of  the  Presidency.  This 
bank  was  fonned  because  those  early  societies  found 
a  difficulty  in  getting  capital,  and  it  was  specially 
formed  under  special  terms  fi'om  the  Government  to 
facilitate  the  supply  of  capital  to  those  societies. 

10.020.  May  I  take  it  that  it  is  this  way  :  that  the 
bank  lends  to  the  co-operative  society.  Wbat  I  want 
to  get  at  is  the  further  step.  How  does  the  co-operative 
society  lend  the  money  to  the  mere  native  on  the  soil  ? 
— It  lends  to  its  members  ;  and  it  only  lends  to  its 
members.  I  rather  fancy  imder  the  Cooperative 
Credit  Societies'  Act  they  are  not  allowed  to  lend 
outside  their  own  body.  It  is  a  little  village  oom- 
mimity.  Tou  have  the  co-operative  bank  and  if  a  man 
wants  a  loan  of  50  rupees  to  buy  a  bullock  he  goes  to 
the  society  and  gets  it  from  that  society. 

10.021.  And  does  the  fact  of  his  being  a  member  of 
that  society  put  him  in  sufficient  credit  to  take 
50  rupees  if  he  has  nothing  ? — If  he  had  not  sufficient 
credit,  I  suppose  he  would  not  get  it. 

10.022.  We  have  had  this  matter  discussed  very 
much  in  England  during  the  last  year  or  two.  and  the 
difficulty  in  England  is  this  :  If  a  poor  man  who  has 
nothing  wants  to  borrow  to  cultivate  his  farm,  how  is 
a  banker  to  lend  the  money  safely  to  him  and  get  it 
back  again  ?  That  has  never  been  answered  at  all  ?— 
If  he  were  a  poor  man  with  nothing,  he  would  not  be  a 
member  of  the  society. 

10.023.  Of  course,  it  has  been  put  forward  in 
England,  but  I  cannot  see  on  what  ground,  that  it  is 
safer  to  lend  to  fifty  men  who  have  nothing,  when  they 
are  bound  together  in  a  co-operative  society,  than  it  is 
to  lend  to  one  who  has  nothing.  Prom  the  banker's  point 
of  view,  I  cannot  see  that  you  get  much  forwarder,  to 
put  it  plainly.  To  lend  to  one  man  who  has  nothing 
is  an  equal  danger  to  lending  to  fifty  who  have  nothing, 
is  it  not? — I  think  you  must  take  into  account  the 
peculiar  economic  conditions  of  rural  India,  particularly 
the  Bombay  Presidency,  where  you  have  i-yotwari 
tenure,  and  where  practically  everybody  in  the  countiy- 
side  has  something.  He  has  his  land,  and  he  has  his 
implements  and  cattle  for  cultivating  that  land.  The 
proportion  of  inhabitants  of  i-m-al  India  without  any 
land  whatsoever  is  very  small,  and  there  would  be  the 
landowners,  the  ryots  holding  under  the  lyotwari 
tenure,  who  would  form  the  members  of  the  co- 
operative credit  societies,  and  the  assets  would  be  the 
land. 

10.024.  But  you  were  good  enough  to  inform  the 
Chairman  that  in  a  bad  year  the  land  was  worth 
nothing,  and  it  absolutely  grew  nothing  at  all ;  and, 
therefore,  if  you  hit  on  a  bad  year  or  two  running, 
I  cannot  see  that  that  risk  would  warrant  the  lending  ? 
—I  see  your  point.  I  did  not  say  that  the  land  was 
worth  nothing;  I  said  that  the  crop  was  worth 
nothing.  The  land  would  still  have  a  valu&over  the 
next  year,  because  the  Government  assessment  is  so 
light  that  the  rental  of  land  is  anything  from  two  to 
five  or  ten  times  the  assessment;  but  if  you  have 
50  men,    you    will   find   almost   invariably    in    these 
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oo-QperatiTe  credit*  societies  there  ai-e  one  or  two 
more  avibstantial  men  who  are  prepai-ed  to  accept 
unlimited  liability  for  the  whole  community,  in  order 
to  give  it  the  credit  which  is  necessary  for  it  to  work. 
Would  you  like  a  little  more  information  about 
that  ? 

10.025.  I  should,  if  it  is  not  wearying  the  Com- 
mission, because  this  very  thing  was  discussed  in  the 
House  of  Lords  this  last  yeaa-  ?— A  veiy  important 
point  Qocun'ed  in  Ahmedaagar  about  a  year  ago. 
Ahmednagar  is  right  in  the  famine  district,  and  is  a 
poor  district,  and  it  was  very  hard  hit  by  the  famine  of 
1911.  When  application  came  from  one  or  two  of  the 
Ahmednagar  societies  for  loans,  the  directors  felt  in 
some  difficulty.  They  were  anxious  to  advance  money, 
because  we  never  let  what  I  may  call  rigidly  commercial 
principles  stand  in  our  way,  but  at  the  same  time 
where  was  the  sectu'ity  ?  I  know  of  one  or  two  in- 
stances, of  one  particularly  where  a  substantial  shop- 
keeper worth  2,000?.  or  3,000L  joined  the  society  and 
accepted  unlimited  liability,  and  that  gave  the  society 
a  credit  which  it  would  not  have  had  otherwise. 

10.026.  I  consider  that  a  man  who  will  do  that  is  a 
benefactor'  to  the  whole  country — a  man  who  will 
imdertake  rmlimited  liability,  because  he  wants  his 
fellow  sufferers  so  to  speak,  in  a  sense,  to  get  money. 
I  think  that  was  an  act  that  we  should  not  see  readily 
done  in  England  ? — I  do  not  think  that  is  an  isolated 
case.  Qi  course,  he  has  his  control  over  the  loans  as  a 
member  of  the  society. 

10.027.  That  is  very  interesting.  Now  with  regard 
to  the  i-ailways,  private  iadividuals  are  buUding  what 
are  called  feeder  lines  in  India  now? — Private  com- 
panies. 

10.028.  Do  those  feeder  lines  compete  at  all  with 
the  maim  lines,  or  do  they  merely  feed  them  ? — They 
merely  feed  them.  There  is  only  one  case,  as  far  as 
my  recollection  goes,  where  a  feeder  railway  has  been 
converted  into  a  link. 

10.029.  With  regard  to  Indian  credit,  I  confess 
that  I  agree  entirely  with  your  view  of  Inxiian  credit, 
that  it  appeared  to  me  and  many  othef  bankers 
in  England  to  be  excellent  on  the  merits.  Many 
would-be  investors  come  to  banks  in  England  to  know 
what  they  are  to  invest  in,  and  bankers  in  very  many 
cases  suggest  such  a  thing  as  an  Indian  loan,  which 
to-day  pays  4  per  cent.  The  answer  of  the  investor 
99  times  out  of  100  is  the  same  :  "  I  should  oei-tamly 
"  take  it  if  I  was  not  afraid  of  the  revolutionai-y 
"  agitation  in  India."  That  has  stopped  the  ci'edit  in 
this  connti-y  to-day.  In  my  particular  line  of  business, 
of  course,  I  see  that  veiy  often,  almost  daily,  and  that 
99  times  out  of  100  is  the  answer  ?— It  iff  our  unfor- 
tunate circumstance  that  we  suffer  from  Indian  events 
being  seen  through  a  whoUy  distorted  perspeetive. 

10,080.  It  is  so,  really  ?— Tou  have  315,000,000  of 
people  scattered'  over  this  enormous  eotmtry,  and  now 
amd  again  an  isolated  political  crime  occurs.  That 
comes  over  the  wires  as  the  only  item  of  Indian  news, 
perhaps,  for  a  week,  and  people  forget  the  314,999-000 
odd  people  living  in  a  peaceful  law-biding  country ; 
but  for  anybody  who  has  known  India  in  the  last 
seventeen  years,  and  has  seen  the  astounding  changes 
brought  about  by  the  extension  of  i-ailways  and  in-iga- 
tion,  and  by  the  high  prices  of  produce,  to  doubt  the 
stability  of  Indian  credit  for  the  relatively  very  small 
boiTowiags  which  it  has  to  make  is  really  aibsurd. 

10,031.  Could  anything  be  done  to  help  in  that  in 
the  way  of  proper  information  being  given  to  the 
English  markets  ?  What  I  would  call  your  attention 
to  is  the  Uttle  weekly  bulletin  which  is  issued  by  the 
Agent-General  for  Canadia  every  vfeek  which  tells  you 
exactly  what  is  going  on  in  Canada;  as  regards  trade 
aad  as  regaa-ds  loans,  and  so  on  and  so  forth.  Could 
not  something  be  done  to  put  the  real  position  of  India 
before  the  investor  in  this  countiy?— It  might  perhaps 
be  easier  if  you  had'  Indian  representation  on  the 
Finance  Committee  of  the  Secretary  of  State  s  Council, 
when  there  would  be  somebody  at  hand  who  could 
really  ptit  these  things  in  the  proper  perspective. 
But  it  is  very  difficult  for  me  to  say  anythmg  on  a 
point  like  that. 


10,032.  With  regard  to  Government  loans  to 
bankers,  if  Government  were  in  the  habit  of  making 
those  loans  year  in  and  year  out,  would  it  not  create  a 
great  deal  of  uneasiness  in  trade  circles  if  for  some 
reason  or  other  in  recent  yeai-s  the  Government  had  not 
money  available  to  lend  ?  In  a  small  market  like  that 
would  not  you  get  the  commercial  community  hung 
round  the  neck  of  the  Government,  so  to  speak,  and 
they  would  not  be  able  to  boiTow  anywhere  else  ? — A 
good  many  figm-es  have  been  put  before  the  Commis- 
sion with  regard  to  the  Government  deposits  with  the 
Presidency  Banks,  but  I  do  not  know  whether  the 
Commission  have  taken  out  figures  sliowing  the  per- 
centage of  Government  deposits  to  other  deposits 
with  the  Presidency  Banks.  If  so,  they  ai-e  rather 
remarkable,  and  show  really  how  relatively  small 
a  proportion  of  the  working  capital  of  the  Presidency 
Banks  are  the  Government  deposits  to-day.  I  had 
these  figures  taken  out.  In  the  Bank  of  Bengal, 
in  1872,  the  Govei-nment  deposits  were  145  per 
cent,  of  the  other  deposits ;  in  1912  they  were  only 
11  per  cent.  In  the  case  of  the  Bank  of  Bombay,  the 
same  proportionate  figures  had  come  down  from  237 
per  cent,  to  13  per  cent.,  and  in  the  case  of  the  Bank 
of  Madi-as  from  53  per  cent,  to  10  per  cent. ;  and  in 
the  case  of  all  the  banks  taken  together,  from  179  per 
cent,  to  11  per  cent.  On  the  figures  of  1912,  the 
Government  deposits  are  only  11  per  cent,  of  the  other 
deposits  at  the  banks. 


Bank 

of  Bengal. 

Year. 

(1) 

Govern- 
ment 

Other 

(3) 

Cash. 

Vcrctsntages. 

Deposits. 

Deposits. 

No.  1  to  2. 

No.  1  to  3. 

Lakhs. 

Lakhs. 

Lakhs. 

Per  cent. 

Per  cent. 

1872 

428 

295 

491 

145 

87 

1882 

245 

262 

247   1        93 

99 

1892 

186 

548 

409   ;        34 

45 

1902 

179 

796 

404   1        22 

44 

1912 

195 

1,690 

733  ''        11 

26 

1872 
1882 
1892 
1902 
1912 


Bank 

of  Bombay. 

409 

172 

1 
387   i 

237 

105 

50 

220 

147   ! 

22 

34 

91 

407 

255 

22 

35 

86 

5:?7 

242 

16 

35 

138 

• 

1,065 

444 

13 

31 

Bank  of  Madras. 


1882 
1892 
1902 
1912 


40 
57 
48 
75 


76 

61 

53 

263 

148 

21 

304 

130 

15 

706 

231 

10 

65 
38 
36 
32 


Summary. 


837„ 

467 

878 

179 

95 

335 

557 

456 

60 

73 

334 

1,218 

812 

27 

41 

313 

1,637 

776 

18 

40 

408 

3,461 

1,408 

11 

28 

1872 
1882 
1892 
1902 
1912 


jyofe, — (1)  The  figures  appearing  in  columns  1,  2,  and  3  are 
weekly  averages  in  the  case  of  the  banks  of 
Bengal  and  Bombay,  while  those  appearing 
in  the  same  columns  under  the  Bank  of 
Madias  represent  the  balances  on  30th  June. 
(2)  In  the  summary  the  figures  for  the  year  1872 
represent  the  totals  of  the  banks  of  Bengal 
and  Bombay  only.  No  balance  sheet  of  the 
Bank  of  Jladias  is  available  for  that  year. 
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10.033.  You  are  talking  now,  mind  you,  as  I 
understand,  about  five  millions  stei'ling  of  loans  to  the 
banks — or  was  it  five  crores  ?—  Five  millions. 

10.034.  Of  course,  that  would  be  a  biggish  addi- 
tion ? — It  would,  but,  on  the  other  hand,  I  have  put 
that  same  point  to  one  or  two  people  who  would  be 
likely  to  be  boiTowers  from  the  banks,  and  they  have 
not  felt  that  it  would  emban-ass  them  at  all,  particu- 
larly as  they  have  means  of  seeing  ft-om  the  weekly 
returns  whether  Government  is  likely  to  have  any 
money  to  lend  or  whether  it  is  not. 

10.035.  Now,  will  you  give  me  your  opinion  once 
more — I  did  not  quite  understand  it — on  this  question 
of  Government  di'awing  on  India  ?  The  question  that 
was  put  to  you  was  :  Should  Govenunent  draw  for  more 
than  they  want  for  the  financial  year ;  and  your  answer, 
I  think,  was :  No,  they  should  not  draw  for  more  than 
is  wanted  for  their  financial  budget  ? — Might  I  just 
expand  that  a  little  ?  1  say  that  Government,  having 
made  their  budget  of  ways  and  means  from  April  1  to 
March  31,  shordd  adhere  to  that  budget,  and  should 
not  draw  over  and  above  it  it  except  in  very  special 
circumstances,  but  I  think  it  is  possible  to  conceive 
circumstances  where  there  would  be  veiy  large  surplus 
balances  in  India,  and  when  it  was  impossible  to  raise 
loans  in  London  for  a  railway  programme  which  was 
commenced  and  had  to  be  canied  on.  In  those  cir- 
cumstances I  think  it  would  be  unreasonable  absolutely 
to  confine  the  Secretary  of  State  to  his  rigid  budget 
allowance  ;  but  his  further  drawings  should  take  the 
form  of  a  supplementary  budget,  which  should  be 
submitted  to  the  Legislative  Council  at  some  time 
or  other  and  fonnally  adopted  as  part  of  the  financial 
mechanism  of  the  year. 

10.036.  What  I  have  in  mind  is  this :  Suppose  an 
ordinary  trader  wanted  to  buy  exchange  on  London, 
and  the  Government  had  finished  sellang  exchange, 
should  you  be  in  favour  of  the  trader  being  left  to 
look  after  himself  and  eventually  being  obliged  to 
export  gold  to  India  ? — I  should. 

10.037.  (Chairman.)  Even  though,  as  the  next  stage 
in  the  proceeding,  the  same  gold  had  to  be  re-exported 
from  India  back  to  England  ? — Yes.  It  is  impossible 
absolutely  to  avoid  inconvenience  in  any  financial 
mechanism,  and  I  believe  almost  every  other  country 
in  the  world  which  has  remittances  to  make  has  some 
inconvenience  to  suffer.  I  think  the  inconvenience 
arising  from  that  would  be  less  than  the  inconvenience 
arising  from  sweeping  the  whole  surplus  revenues  to 
London  in  anticipation  of  using  them  later  on  for  the 
avoidance  of  debt. 

r  10,038.  (Lord  Faber.)  I  have  only  one  more  question 
to  ask.  You  said  that  you  were  in  f  avoiu-  of  the  Gold 
Standard  Reserve  being  kept  in  India  bec£«ase  it  would 
satisfy  Indian  opinion,  and  you  went  on  to  say  that  if 
it  was  necessary  bills  would  be  drawn  on  London,  and 
they  would  go  by  the  same  ship  that  could  take  the 
gold  to  London  to  satisfy  those  bills  ? — As  far  as  Port 
Said,  yes. 

10.039.  The  only  thing  against  that  really  would 
be,  commercially,  the  freight  of  the  gold  out  to  India 
and  back  again  ? — Yes,  but  the  Gold  Standard  Reserve 
has  been  used  once,  I  think,  since  1901,  when  it  was 
started,  and  if  I  read  the  economic  conditions  of  India 
aright,  although  I  should  like  to  see  the  reserve 
automatically  going  on,  I  think  the  prospects  of  the 
reserve  being  drawn  upon  from  famine  apart  from  dis- 
tui'bance  elsewhere  are  very  much  more  remote  than 
they  have  been  at  any  time. 

10.040.  Because  of  irrigation  work  and  so  on .' — 
Because  of  the  extraordinary  revolution  in  the  whole 
economic  condition  of  the  people.  Indgation  is  only 
one  pai-t.  The  substitution  of  export  crops  for  food 
crops  is  another. 

10.041.  (Sir  Ernest  Cable.)  I  have  only  just  one 
question  to  put:  You  gave  as  a  reason  why  the 
Gold  Standard  Resei-ve  should  be  kept  in  India  that 
the  people  were  saturated  with  the  belief  that 
under  our  rule  there  was  a  drain  of  wealth  from 
India  to  England.  I  remember  that  theoi-y  very 
well  when  it  was  started  some  years  ago.  Do  you 
think  it  is  held  so  strongly  as  it  used  to  be  ? — It  has 
not  been  quite  so  vigorously  'preached  since  one  or 


two  people  who  were  foremost  in  pushing  the  theory  are 
now  not  active  in  it,  but  it  is  very  widely  diffused,  par- 
ticularly amongst  what  we  call  the  educated  classes  and 
,  the  student  classes.  I  am  sorry  to  say  I  have  not  the 
slightest  doubt  that  there  is  that  feeling.  I  have  come 
across  most  distressing  evidence  in  many  quartet's 
showing  how  that  belief  has  gone  home  and  has  warped 
the  whole  conception  of  the  benefits  of  British  rule  in 
India. 

10.042.  I  put  that  question  to  you  because  I  was 
under  the  impression  that  really  the  belief  was  dying 
down  with  better  education  and  more  investigation  ? — 
I  think  you  ai-e  right  so  far,  that  it  is  perhaps  a  little 
less  acute  than  it  was,  but  it  exists.  I  wish  I  could 
feel  that  it  did  not  exist. 

10.043.  Then  you  said  that  the  Gold  Standard 
ReselT^e  being  held  in  London  has  shaken  confidence 
in  India.  Do  you  think  that  the  confidence  of  well- 
educated  commercial  people  is  shaken  ?  —  I  put  it 
rather  differently,  I  think.  I  said  "  the  whole  coui-se 
of  events  with  regard  to  the  reseiTe  "  ;  and  that 
included  taking  a  million  for  railways,  and  also  the 
formation  of  the  silver  bi-anch  of  the  resei-ve.  I  was 
not  speaking  specifically  and  solely  of  keeping  the 
reserve  in  London. 

10.044.  (Mr.  Keynes.)  With  regard  to  the  State 
Bank,  there  are  two  views  which  can  be  taken.  One 
view  is  that  there  really  would  be  no  great  advantages 
in  such  an  institution,  and  another  view  is  that  there 
wotdd  be  great  advantages,  but  that  there  are  practical 
difficulties.  I  rather  gather  from  your  evidence  that 
you  think  a  State  Bank  would  be  a  good  thing  to 
have  if  the  pi-actical  difficidties  did  not  prove  in- 
superable ? — Undoubtedly. 

10.045.  Do  you  hold  that  strongly  ? — Strongly. 

10.046.  Does  it  seem  to  you  prima  facie  that  the 
sort  of  practical  difficulties  to  which  allusion  is  some- 
times made  are  insuperable  or  not  ? — No,  they  are  not 
insuperable  if  the  principle  adopted  is  a  State  Bank 
upon  which  strong  Government  control  will  be 
exercised.  They  are  insuperable  if  what  is  meant  is  a 
Central  Bank,  formed  by  an  amalgamation  of  the 
existing  Presidency  Banks  with  an  elected  board  of 
directors  sitting  at  one  or  other  of  the  Presidency 
towns. 

10.047.  So  that  you  think  that  the  proposal 
desei-ves  more  careful  and  exact  examination  than  it 
has  hitherto  received .?— I  think  if  any  proposal  is  put 
forward  at  the  present  time  which  affords  any  reason- 
able promise  of  overcoming  the  existing  difficulties,  it 
will  receive  to-day  the  most  cordial  and  appreciative 
consideration. 

10.048.  I  tui-n  back  from  that  to  points  vipon  which 
it  is  possible  to  go  into  greater  detail,  because  schemes 
are  before  us.  With  regard  to  holding  the  Gold 
Standard  Resei-ve  in  India  rather  than  in  London,  you 
realise,  I  suppose,  that  it  would  mean  that  telegraphic 
transfers  could  not  be  sold,  as  they  are  at  present,  on 
the  occasion  of  u  crisis  ? — Yes. 

10.049.  That  is  a  disadvantage  ? — You  mean  if  the 
whole  were  held  in  India  ^ 

10.050.  Yes  .P— Yes,  a  disadvantage— well,  that  is  a 
banker's  question,  and  I  could  not  say ;  I  could  not 
say  whether  it  would  be  a  serious  disadvantage  or  what 
disadvantage  there  would  be  in  the  delay  of  three 
weeks  in  the  ai-rival  of  your  gold. 

10.051.  I  suppose  also  if  the  Government  of  India 
received  information  leading  them  to  think  that 
dangerous  times  might    be    impending,   they   would 

ff  ^PP'*^^  *^®  ^°^^  ^°™®  ^^  advance,  would  they 
not?  That  would  be  the  wise  thing  to  do  ."—It  is 
rather  a  hypothetical  question  upon  which  it  is  difficult 
for  me  to  express  an  opinion,  but  the  time  of  the 
transit  of  gold  is  short— it  is  only  three  weeks— and 
there  would  be  the  confidence  which  would  come  from 
the  knowledge  that  it  was  on  the  water.  I  should 
like  a  banker  to  say  whether  it  would  make  a  material 
ditterence  to  credit. 

10.052.  In  1907  the  acute  phase  of  the  crisis  in  India 
lasted  very  little  more  than  three  weeks  ;  it  was  a  short 
time  ? — Do  you  mean  in  1907-8  ? 

10,053  Yes  ?— The  crisis  never  would  have  been 
acute  it  the  Government  of  India  and  the  Secretary 
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of  State  had  taken  immediate  and  prompt  action  and 
said  :  "  You  can  have  gold."  I  have  discussed  this 
over  and  over  again  with  those  who  were  actively 
connected  with  the  crisis,  and  I  was  in  Bombay  at  the 
time.  They  said :  "If  we  had  known  that  we  could 
have  got  gold,  we  did  not  want  it."  That  was 
ceirf;ainly  the  position  in  1907.  Whether  it  was  quite 
so  strong  a  position  in  1908  is  another  matter. 

10,054.  I  want  to  put  these  two  alternatives.  If 
the  gold  is  in  London  the  authorities  in  India  can 
quietly  and  confidently  sell  Mils  up  to  a  million  pounds 
a  week  and  put  these  on  offer  some  weeks  before  they 
think  the  ofEer  will  be  actually  acted  upon,  so  as  to  calm 
people  and  make  them  realise  that  it  is  available.  If, 
on  the  other  hand,  the  gold  is  in  India,  when  the 
dangerous  times  come,  the  Government  must  at  once 
ship  large  sums  home,  and  that  to  evei-ybody's  mind 
would  appear  to  weaken  the  position  in  India,  and  must 
excite  more  remark,  and  must  rather  stimulate  anxiety 
than  calm  it? — Of  course,  it  is  a  difficult  position  upon 
which  to  express  a  dogmatic  opinion,  but  you  know  India 
is  so  used  to  the  movement  of  .bullion  that  I  very  much 
doubt  if  it  would.  For  instance,  a  million  and  a  half 
lightweight  sovereigns  were  sent  home  the  other  day, 
and  it  excited  no  comment.  Assuming  that  the  reserve 
is  brought  under  control,  and  that  the  gold  is  known 
to  be  freely  available,  I  do  not  imagine  that  it  will 
make  much  difference ;  bvit  I  say  again  that  it  is  a 
banker's  question. 

10.055.  Of  course,  this  will  happen  in  dangerous 
times,  and  what  the  public  would  see  would  be  that  the 
Government  was  suddenly  shipping  home  five  million 
sovereigns  as  quickly  as  they  could.  You  do  not  feel 
that  so  far  from  allaying  suspicion  that  might  rather 
aggra.vate  it  ? — ^I  do  not  think  so. 

10.056.  People  will  say :  "  If  the  Govei-nment  is 
"  shipping  all  that  gold  home,  what  about  the  con- 
"  vertibility  of  our  coins  in  India,"  and  so  forth — I 
mean  the  ignorant  people.  I  should  have  thought  it 
might  excite  dangerotis  remark  ? — I  should  not  think  so. 

10.057.  I  turn  from  that  to  the  proposal  for  a  gold 
mint.  You  give  two  reasons,  the  first  reason  being 
that  bullion  coming  out  in  time  of  famine  could  be 
converted  into  sovereigns  ? — Yes. 

10,068.  I  suppose  gold  bullion  coming  out  in  those 
circumstances  would  be  wanted  for  export  ? — It  is  very 
hard  to  say.  It  may  be  wanted  for  export  or  it  may 
be  wanted  for  currency ;  you  may  want  to  turn  that 
bullion  into  currency. 

10.059.  That  is  very  unlikely  at  a  time  of  famine  ? 
—Perhaps  I  do  not  see  your  point.  I  do  not  quite 
follow. 

10.060.  Your  argument  is  that  the  gold  bullion 
would  come  out  in  times  of  famine  ? — Yes. 

10.061.  I  am  suggesting  that  that  is  just  the  time 
when  currency  would  not  be  wanted,  and  when  money 
would  be  wanted  for  export  ? — In  time  of  famine 
currency  is  wanted.  As  a  matter  of  fact,  in  time  of 
famine  there  is  considerable  demand  for  currency  in 
order  to  supply  the  needs  of  those  on  famine  relief 
works. 

10.062.  But  if  I  remember  rightly,  that  is  in  the 
form  of  rupees  and  small  coin? — It  depends  upon  the 
amount  yoii  want. 

10.063.  There  is  no  demand  for  sovereigns  at  that 
time  ? — Amongst  the  actual  cultivators  ? 

10.064.  Yes  ?— No. 

10.065.  "Would  not  this  particular  part  of  your 
argument  be  met  equally  well  if  .the  Government 
published  a  rate  at  which  they  would  buy  bullion,  as 
they  used  to  ? — It  might. 

10.066.  I  do  not  say  it  would  meet  the  whole  of 
the  argument,  but  it  would  meet  that  particular  part 
of  it  ? — It  would  to  a  very  considerable  extent. 

10.067.  I  now  turn  to  the  other  part  of  the  argu- 
ment,'the  more  important  part.  You  advocate  the 
mintino-  of  gold  because  you  think  it  would  make  the 
sovereign  more  popular  ? — It  is  not  my  opinion  ;  it  is 
the  opinion  which  was  given  to  me  by  a  very  experi- 
enced banker.  He  said  that  he  was  convinced  that 
the  minting  of  sovereigns  in  India  would  be  a  powerful 
factor  in  maintaining  and  increasing  the  circulation  of 
the   sovereioTis  which  were  actually  absorbed  at  the 


present  time.  It  would  check  the  tendency  for  those 
to  go  into  hoards,  or  whatever  you  like  to  call  them, 
and  not  to  come  out  for  use  as  ordinary  cuirency 
media ;  and  his  reason  was  that  the  sovereigns  being 
minted  in  London — ^you  are  dealing  with  an  illiterate 
population — the  people  would  doubt,  or  some  would 
doubt,  whether  an  adequate  supply  would  be  forth- 
coming, and  would  adhei'e  to  those  which  they  had  ; 
whereas  if  they  were  minted  in  Bombay,  and  it  was 
known  that  an  indefinite  supply  was  available  in 
Bombay,  there  would  be  less  tendency  to  put  these 
sovereigns  into  what  you  may  call  the  inert  cm-rency 
than  there  is. 

10.068.  If  we  assume  that  that  view  is  correct,  the 
desirability  of  a  mint  really  turns  upon  whether  it  is 
desirable  to  encourage  gold  in  this  way  ;  I  want  to  ask 
you  a  few  questions  directed  towards  that  issue  ? — I 
should  say  that  it  was  most  distinctly  desirable  to 
keep  in  circulation  the  sovereigns  which  had  actually 
been  absorbed,  and  not  to  retain  them  in  the  inert 
cuiTency,  which  would  never  come  out  for  any  purpose 
whatever.  That  argument  applies,  not  to  British 
sovereigns  coming  into  circulation,  but  to  sovereigns 
actually  in  the  country  at  the  present  time. 

10.069.  I  am  not  clear  whether  you  want  sovereigns 
to  be  stimulated  to  the  extent  of  displacing  rupees 
now  circulating  or  only  to  the  extent  of  forming  new 
additions  to  the  currency  ? — Only  to  the  extent  of 
forming  new  additions  to  the  currency. 

10.070.  You  are  not  afraid  that  if  Government  took 
active  steps  to  popularise  gold,  it  might  go  a  little 
further  than  that  ? — Not  so  far  ahead  as  we  can  see. 

10.071.  You  would  not  wish  it  to  go  further  than 
that  ? — I  would  not  wish  it  to  go  fm"ther  than  that. 

10.072.  So  that  under  the  conditions  which  you 
are  imagining,  sovereigns  would  not  form  more  than  a 
comparatively  small  percentage  of  the  total  cii-cula- 
tion,  not  more  than  20  per  cent,  at  the  most  within 
the  next  10  years  ? — It  would  form  a  small  percentage, 
but  it  would  form  a  growing  percentage. 

10.073.  One  which  would  be  small  if  one  only  takes 
a  period  of  about  10  years  ahead  ? — Yes. 

10.074.  In  those  circumstances,  if  there  were  to  be 
a  crisis,  people  would  try  to  get  rid  of  the  less  stable 
form  of  currency,  namely,  rupees,  would  they  not  ? — • 
The  rupees  would  first  come  in,  undoubtedly. 

10.075.  So  that  the  coins  which  would  come  into 
the  Government  treasui-ies  in  return  for  the  sterling 
bills  which  they  were  selling  would  be  rupees,  not 
sovereigns  ? — They  would,  until  you  had  reached  the 
period,  of  course,  of  a  more  diffused  circulation. 

10.076.  So  that  within  the  sort  of  period  that  we 
can  contemplate,  these  sovereigns  would  not  be  of  any 
appreciable  value  as  a  support  to  exchange  ? — It  is 
difficult  to  go  so  far  as  to  say  they  would  not  be  of 
any  appreciable  value,  and  it  is  equally  difficult  to  say 
that  they  would  be  of  considerable  value. 

10.077.  The  Govei-nment  would  have  to  redeem  just 
about  as  many  rupees  as  they  would  if  this  gold  had 
not  gone  into  cu-culation  ? — I  would  hardly  like  to  go 
so  far  as  that,  because  the  whole  of  the  official  evidence 
which  we  have  before  us  shows  that  the  sovereign 
circulates  so  freely  at  the  present  time,  certainly  in 
the  Bombay  Presidency  and  Sind,  that  I  do  not  think 
you  are  justified  in  saying  that  there  will  be  an 
immediate  and  absolute  embargo  upon  its  advent  in 
time  of  adverse  exchange. 

10.078.  But  you  have  agreed  that  the  people  would 
cling  to  their  sovereigns,  and,  therefore,  the  sovereigns 
would  not  come  out  unless  so  much  cun-ency  had  come 
out  that  there  would  be  absolutely  not  enough  i-upees 
to  satisfy  it  ? — I  think,  if  I  said  that,  I  put  it  a  little 
more  strongly  than  I  was  justified  in  putting  it.  There 
would  naturally  be  a  tendency  for  i-upees  to  come  out 
in  preference  to  sovereigns,  but  I  do  not  think  one 
would  be  justified  in  saying  that  all  mpees  would 
come  out  and  no  sovereigns,  assuming  a  20  per  cent, 
proportion  of  sovereigns  in  circulation. 

10.079.  I  do  not  wish  to  push  the  argument  so  far 
as  that,  but  the  number  of  sovereigns  coming  out 
would  be  very  small  ? — ^I  would  not  like  to  go  quite 
so  far  as  that.  The  number  of  sovereigns  coming  out 
would  be  smaller  than  the  rupees,  but  if  you  had  an 
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iictive  gold  currency  you  would  huve  a  much  laz-ger 
number  of  sovereigns  in  your  treasuries. 

10.080.  You  would  not  maintain  that  if  gold  formed 
a  fifth  part  of  the  circulation,  a  fifth  of  the  amount 
retui-ned  to  the  Government  would  be  sovereigns;  it 
would  be  a  much  smaller  proportion,  would  it  not  ? — I 
do  net  think  one  is  entitled  to  express  any  dogmatic 
view  on  that. 

10.081.  In  spite  of  the  fact  that  you  have  agreed 
that  the  sovereigns  are  what  people  would  cling  to  in 
times  when  suspicion  was  aroused? — There  naturally 
would  be  a  preference  to  hold  gold  over  i-upees. 

10.082.  The  Chairman  suggested  to  you,  and  I  think 
you  agreed  with  him,  that  3  all,  or  nearly  all,  of  the 
additions  to  the  cui-rency  are  in  the  form  of  sovereigns, 
that  puts  an  end  to  the  growth  of  the  Gold  Standard 
Reserve  ? — Assuming  that  the  whole  of  the  reserve  is 
simultaneously  held  in  gold. 

10.083.  And  you  advocate  that  ? — Tes. 

10.084.  So  that  whilst  the  liabilities  of  the  Govern- 
ment would  be  increasing  through  the  general  growth 
of  business  in  India,  and  the  size  of  her  external  trade, 
and  so  forth,  the  Government  resources  would  not  gj-ow 
under  your  proposal  ? — Are  you  not  leaving  out  of 
account  the  paper  ciuTency  reserve  ? 

10.085.  I  will  come  on  to  that  in  a  minute.  Would 
you  agree  that  apart  from  that  they  would  not  grow  y 
— Are  not  you  leaving  out  of  account  the  fact  that 
there  would  be  more  sovereigns  in  cii-culation,  in  the 
treasuries,  and  in  the  banks  ? 

10.086.  I  am  going  on  the  hypothesis  that  all  the 
additions  to  the  currency  are  in  the  form  of  sovereigns. 
If  a  large  amount  are  in  the  form  of  notes,  then  I 
agree  that  there  is  an  addition  to  the  resources  ? — ^I  am 
glad  you  put  that  clearly,  because  I  would  never 
suggest  that  all  additions  should  be  sovereigns,  to 
exclude  notes. 

10.087.  So  that  the  amount  of  sovereigns  going 
into  circulation  is  even  smaller  than  we  were  supposing 
in  the  first  part  of  our  argument  ? — I  am  a  strong 
advocate  of  the  encouragement  of  the  circulation  of 
notes,  because  of  the  gold  backing  that  they  would 
give  you,  but  what  I  am  advocating  is  that  sovereigns 
shall  so  far  as  possible  take  the  place  of  rupees  in  the 
additional  metallic  circulation. 

10.088.  But  you  would  still  do  nothing  which 
would  lead  to  their  supplanting  notes  ? — No,  most 
decidedly  not. 

10.089.  Does  not  the  policy  seem  to  you  a  little 
risky  ?  We  know  that  Eastern  nations  have  a  great 
natural  love  of  gold.  It  woiild  be  easy  to  get  into 
people's  heads  that  gold  was  the  right  kind  of  currency 
to  have  in  gi'eat  quantities,  and  once  started,  might  it 
not  go  further  than  you  intend,  and  interfere  not  only 
with  the  growth  of  the  Gold  Standard  Reserve,  bnt 
also  with  the  growth  of  the  Paper  Currency  Reserve  ? 
— ^I  do  not  think  that  is  a  reasonable  apprehension. 

10.090.  Your  policy  is  only  safe  in  so  far  as  it  is 
unsuccessful.  If  the  efforts  of  the  Government  to 
popularise  gold  result  in  very  few  sovereigns  going 
into  circulation,  the  difiiculties  I  have  been  suggesting 
do  not  arise,  but  I  am  suggesting  that  if  your  policy 
is  really  successful,  if  you  induce  Indians  to  think  that 
sovereigns  are  the  right  thing  to  have,  that  must  be  at 
the  expense  either  of  rupees  or  of  notes  ? — Yes. 

10.091.  If  it  is  at  the  expense  of  new  rupees,  it 
prevents  the  growth  of  the  Gold  Standard  Reserve  ? — 
Assuming  that  the  whole  of  the  Gold  Standard  Reserve 
is  held  in  gold,  yes. 

10.092.  If  it  is  at  the  expense  of  old  rupees,  it 
means  that  Government  must  melt  down  rupees  at  a 
serious  loss  ? — I  cannot  conceive  that  it  would  be  at 
the  expense  of  old  rupees. 

10.093.  I  am  just  taking  all  the  alternatives  ? — -If 
so,  they  will  be  coming  back  into  the  treasuries. 

10.094.  If  it  is  at  the  expense  of  the  notes,  that 
is  a  thing  which  you  deprecate,  and  it  would  reduce 
stability  thi-ough  the  coiresponding  diminution  in  the 
Paper  Currency  Reserve  ? — It  would  be  a  thing  that  I 
should  deprecate,  certainly. 

10.095.  So  that  the  introduction  of  the  sovereign 
would  only  be  safe  if  it  was  on  a  very  small  scale  ? — 
I  do  not  think  you  can  say  that  when  you  have  bought 


seven  millions  of  silver  last  year,  and  three-and-a-half 
this  year,  and  you  have  bought  over  fifty  millions 
sterling  woi-th  of  silver  since  the  mints  recommenced 
coining. 

10.096.  But,  of  course,  it  is  out  of  tlie  profits  of 
that  that  the  Gold  Standard  Reserve  has  entirely 
arisen.  If  you  had  had  gold  instead  of  that,  .you 
would  have  had  no  Gold  Standard  Reserve  at  all  ? — No, 
but  you  would  have  that  amount  of  gold  in  circulation. 

10.097.  However,  I  may  conclude  that  you  would 
not  wish  to  encourage  gold  if  it  had  the  effect  of 
driving  rupees  now  in  circulation  out  of  circulation, 
or  if  it  had  the  effect  of  diminishing  the  note  issue  ? 
—No. 

10.098.  And  you  do  not  feel  that  the  natural  love  of 
Indians  for  gold  is  so  great  that  your  policy  might  be 
more  successful  than  you  imagine  ? — No,  not  so  far  as 
1  can  see. 

10.099.  You  are  in  the  position  of  only  advocating 
an  increase  of  gold  in  the  cvirrency  on  a  small  scale, 
and  also  allowing  that  as  long  as  it  is  on  a  small  scale,  it 
does  not  really  help  the  exchanges  ? — I  do  not  advocate 
the  increase  of  gold  in  circulation  on  that  ground  only. 
I  advocate  it  because  it  is  the  only  means  of  getting 
rid  of  the  extraordinaiy  artificialities  of  the  present 
situation.  I  mean  to  say  it  is  because  the  greater  part 
of  the  increase  of  your  currency  is  in  rupees,  that 
you  have  to  keep  the  Paper  Currency  Reserve  in 
London  in  gold,  and  the  Gold  Standard  Reserve  in 
India  in  rupees,  and  that  you  are  in  a  position  of 
constantly  inviting  silver  speculators  to  comer  the 
market  against  you,  and  are  also  in  the  j)osition  of  always 
paying  an  outside  price  for  the  masses  of  silver  which 
you  have  to  buy.  All  those  are  very  important  factors 
in  the  situation,  I  think. 

10.100.  But  the  artificiality  of  the  system  arises 
out  of  the  large  circulation  of  rupees,  and  you  cannot 
get  rid  of  that  unless  you  melt  down  mpees,  which  I  do 
not  understand  you  to  advocate  ? — ^Does  not  the  artifi- 
ciality also  arise  from  the  fact  that  your  additions  to 
your  currency  are  mainly  in  rupees  ? 

10.101.  You  are  alluding  to  something  which  is  not 
usually  regarded  as  an  artificial  part  of  the  ciurency. 
I  thought  you  meant  what  people  usually  call  its 
managed  side  ? — 1  do  not  quite  follow  you. 

10.102.  People  usually  call  the  Indian  system  arti- 
ficial, because  it  is  necessary  to  have  the  Gold  Standard 
Reserve,  and  to  sell  sterling  bills  for  the  support  of 
exchange,  and  so  forth.  All  that  apparatus  for  main- 
taining exchange  is  usually  referred  to  as  the  artificial 
part,  and  I  thought  you  intended  that ;  but  you  do  not 
intend  that .' — No,  I  a,m  referring  to  the  artificial  part 
chiefly  in  the  additions  to  youi*  currency — the  means 
you  have  to  take  for  adding  to  your  currency. 

10.103.  That  is  what  it  comes  down  to  then,  that 
these  silver  purchases  would  be  avoided  if  you  had  » 
gold  standard  ? — If  you  had  a  gold  circulation. 

10.104.  I  mean  if  you  take  it  simply  upon  that 
basis,  then  I  should  have  thought  that  the  profits  on 

silver  coinage ? — I   do  not  put  it  on  that  basis 

alone.  1  say  those  are  factors  which  must  be  taken 
into  consideration. 

10.105.  But  if  the  other  factors  are  weak,  you  are 
taking  it  alone  ? — No,  I  am  not.  You  take  one  factor 
here  and  one  factor  there,  and  say  that  I  put  it  on 
that,  but  I  do  not ;  I  take  it  as  all  part  of  the  general 
system.  If  you  have  an  active  gold  circulation,  the 
additions  to  your  currency  are  made  in  a  perfectly 
automatic  form,  and  that  is,  gold  that  comes  out  in 
settlement  of  balance  of  trade  automatically  passes 
into  circulation,  instead  of  being  shipped  to  America 
to  buy  silver,  which  involves  you  in  a  lot  of  extremely 
artificial  expedients ;  and  also  it  is  a  gradually  increasing 
second  resex-ve  to  your  gold  standard. 

10.106.  I  understand  that  you  do  not  care  to 
repose  your  case  upon  any  one  argument  particularly  ? 
— No. 

10.107.  {Mr.  Gillan.)  You  made  some  suggestions 
in  the  course  of  your  examination  by  the  Chairman,  I 
think,  about  limiting  the  Councils  by  the  amount  of 
theBtt^et?— Yes. 
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10,108.  You  said  you  woiild  not  make  that  a  hard, 
and  fast  limit,  but  you  would  allow  it  to  be  revised ; 
but  yo\i  would  subject  the  revision,  as  I  understand, 
to  some  particular  mechanism  ? — What  I  said  was  that 
assuming  there  was  a  very  large  surplus  revenue  in 
India  for  which  there  was  no  legitimate  outlet  in  India, 
and  assuming  that  the  Secretary  of  State  was  unable 
to  bon'ow  for  his  capital  programme,  and  assuming 
that  if  those  funds  were  not  applied  capital  works 
would  come  to  a  standstill,  then  I  think  it  would  be 
reasonable  to  place  some  portion  of  this  surplus  at  the 
disposal  of  the  Secretary  of  State  for  his  capital  works, 
but  I  say  that  should  be  done  by  a  supplementary 
budget  which  should,  if  possible  at  the  time,  but,  if  not, 
subsequently,  be  passed  through  the  Legislative 
Council. 

10,109.  Then  do  I  understand  that  you  think  that 
that  particular  change  in  the  budget  proposals  requires 
a  different  sanction,  so  to  speak,  from  any  other 
change  P  You  know,  of  coui-se,  that  as  things  go 
during  the  year  various  figures  in  the  budget  have  to 
be  altered  to  suit  the  changed  circumstances  ?^ — I 
should. say  so,  because  my  own  suggestion  is  that  the 
surplus  revenue  of  India  over  and  above  the  budget 
requirements  should  not  be  devoted  to  capital  expendi- 
ture or  to  the  avoidance  of  debt  on  productive  works, 
and  therefore  if  we  make  a  departure  from  that 
principle  it  must  be  made  in  the  form  of  a  supple- 
nientaiy  estimate  to  the  budget,  and  it  should  not  be, 
as  it  is  now,  that  all  these  surplus  revenues  should  be 
withdrawn  to  England  in  order  to  avoid  additions  to 
the  productive  debt,  and  taken  entirely  out  of  the 
control  of  the  Government  of  India  and  the  Legislative 
Ootuicil  in  the  budget  debates. 

10.110.  And  that  really  is  a  wider  proposal  which 
really  involves  the  whole  disposal  of  any  additional 
surplus  which  accrues  during  the  year  ? — Yes. 

10.111.  As  regards  this  particular  matter  of 
Councils,  I  think  it  would  meet  your  view  if  you  said 
that  the  matter  had  to  be  determined  or  re-adjusted 
in.,  the  course  of  the  year  with  a  due  regard  to  the 
requirements  of  the  Government  of  India  as  a  wliole, 
whether  at  home  or  in  India  ? — Yes. 

10.112.  And  that  it  is  the  requirements  in  India 
which  ought  not  to  be  overlooked  in  making  that 
adjustment? — I  say  it  is  the  requirements  of  India, 
beyond  the  Secretary  of  State's  budget  demands, 
which  must  have  the  first  consideration. 

10.113.  With  regard  to  the  Gold  Standai-d  Reserve, 
you  made  a  recommendation,  I  think,  that  the  whole  of 
it  should  be  held  in  gold  ?— That,  I  think,  is  the  ideal. 

10.114.  You  would,  however,  recognise,  I  suppose, 
that  the  amount  to  be  held  in  gold  must  take  some 
sort  of  cognizance  of  the  character  of  any  securities 
which  may  be  held  ? — Certainly. 

10.115.  That  is  to  say,  if  you  have  short-dated 
securities  absolutely  certain  of  their  realisation,  it 
might  be  unnecessary  to  hold  the  total  in  gold  ? — That 
is  so  of  course,  but  when  you  say  "  absolutely  certam 
of  realisation,"  I  think  that  is  open  to  the  qualification 
which  the  ex- Governor  of  the  Bank  of  England  gave 
to  the  Commission,  and  that  is  that  even  short-tei-m 
securities  are  not  absolutely  certain  of  realisation  m 
time  of  really  acute  crisis. 

10.116.  Quite  so,  but  I  vuiderstand  that  you  do  not 
hold  the  view  that  the  whole  amount  should  be  held 
in  gold  withou.t  any  consideration  of  the  other  elements 
which    may   possibly  enter    into  the    calculation?— 

Certainly  not.  1 3       ■  j.    ii, 

10117  Then  with  regard  to  the  gold  mint,  tne 
first  point,  as  Mr.  Keynes  put  to  you,  which  has  been 
suggested  in  youi-  memorandum  was  with  regard  to 
tlie  amount  of  gold  which  may  come  out  m  time  o± 
famme  or  scarcity.  He  suggested  to  you  that  at  that 
tune  the  demand  is  not  for  currency,  and  you  replied 
that  a  great  deal  of  currency  is  requu-ed  for  the 
financing  of  famine  operations,  and  so  on  on;  but  tne 
net  result  is  shown,  is  it  not,  in  the  fact  that  at  a  time 
of  that  kuid  you  generally  have  a  return  from  oireuia- 
tion  instead  of  an  absolution  ?— Do  you  mean  assuming 
famine  bj-ines  about  an  adverse  balance  of  trade  wtucn 
has  to  be  liquidated  by  sterling  biUs;  or  are  you 
speaking  generally  ? 


10.118.  No,  I  do  not  think  you  need  make  that 
assumption.  Supposing  you  have  adverse  times,  the 
inference  is,  is  it  not,  that  rupees  at  a  time  of  that 
kind  come  back  to  the  Government  instead  of  being 
drawn  out  from  the  Government  ? — You  must  know, 
and  of  course,  if  you  say  so,  it  is  so. 

10.119.  What  does  more  appeal  to  me  in  tliis 
matter  of  a  gold  mint  is  the  second  point  which  you 
mentioned  to  the  Chairman.  I  want  to  be  clear  about 
it  and  to  see  if  I  quite  understand  that  point.  I  think 
what  you  had  hi  mind  was  that  if  you  take  the  con- 
trary set  of  circumstances,  that  is,  in  good  times,  then 
undoubtedly  you  have  a  big  demand  for  currency,  and 
you  would  have  large  imports  then  being  made  of  gold 
in  order  to  secure  cun-ency  with  that  object,  if  you 
cannot  get  a  sufficiency  of  Council  Bills.  At  present 
the  import  of  gold  for  that  purpose  is  limited  to 
sovereigns,  and  what  you  would  prefer  would  be  to 
enlarge  the  opportunities  of  India,  so  that  it  might 
get  sovereigns  or  gold,  as  you  said,  from  South  Africa 
or  any  other  place  as  might  happen  at  the  time  to  be 
convenient  ? — That  is  so. 

10.120.  That  is  your  proposition  ? — Yes. 

10.121.  Now  with  regard  to  this  question  of  the 
gold  currency.  I  notice  that  you  have  referred  to 
that  point  in  yovu'  memorandum  only  incidentally  ? 
—Yes. 

10.122.  You  refer  to  it  as  a  point  iu  favour  of  a 
gold  mint :  so  that  you  have  not  had  an  opportunity 
of  setting  out  youi-  reasons  for  inclining  to  the  gold 
currency  at  length? — No, 

10.123.  In  replying  to  the  Chairman,  I  think  you 
put  your  reasons  under  thi'ee  heads ;  they  were  first 
that  a  gold  currency  would  reduce  the  liability  of  the 
Government;  secondly,  that  it  would  do  away  with 
the  artificiality  of  our  present  system  and  substitute 
something  more  automatic,  and  lastly  that  it  would 
be  a  secondary  buttress  to  exchange.  Is  that  your 
position  ? — Yes. 

10.124.  Do  you  hold  that  exchange  can  be  secured 
by  means  of  reserves  ? — That  is  a  very  difficult  question 
to  answer,  because  I  do  not  think  we  have  enough  data 
to  go  upon.  I  do  not  think  we  know  yet  what  would 
be  the  demand  made  on  those  reserves.  It  is  qmte 
true,  that  so  far  as  we  have  gone,  those  reserves  have 
met  the  demand  which  was  made  upon  them,  but  the 
conditions  which  obtained  then  were  rather  abnormal, 
and  I  think  they  have  been  brought  out  very  strongly 
in  the  evidence  of  Mr.  Cole,  where  he  says  that  if 
the  storm  centre  had  been  in  London  the  secui'ities 
which  you  held  in  yom-  reserves  might  have  been 
unsaleable,  and  then  the  question  of  whether  you  would 
have  weathered  that  storm  is  another  matter. 

10,126.  I  quite  recognise  that  that  is  relevant  to 
the  amount  which  should  be  held  in  the  reserve,  but 
what  I  mean  is  this  :  As  long  as  you  have  any  doubt  _ 
about  the  sufficiency  of  your  reseiwe  you  would  rather ' 
go  on  building  up  your  resei-ve  than  increasing  your 
gold  in  circulation  ? — I  would  like  the  two  processes 
to  go  on  as  far  as  possible  simultaneously.  I  think 
I  said  iu  reply  to  Mr.  Keynes  that  if  the  increase  of  the 
metallic  circulation  were  in  gold  it  would  sweep  away 
a  lot  of  artificial  expedients  which  you  have  to  adopt, 
but  I  do  not  think  we  can  reasonably  look  foi-ward  to 
the  whole  of  that  increase  going  in  gold  aftei-  the 
great  absorption  of  rupees  that  has  been  going  on, 
and  consequently  there  would  in  all  probability  be  some 
further  coinage  of  rupees  and  some  further  additions 
to  the  Gold  Standard  Reserve.  But  so  far  as  possible  I 
should  like  to  see  the  silver  additions  to  the  token  coin- 
age, which  have  been  so  stroiigly  criticised  by  many 
witnesses  before  this  Commission,  kept  down  by  the 
automatic  passing  of  the  gold  which  comes  into  cir- 
culation in  discharge  of  the  balance  of  trade  instead 
of  being  converted  into  rupees. 

10,126.  {Chairman.)  May  I  interject  a  question 
upon  that  point?  If  the  gold  went  in  as  you  have 
suggested,  what  would  happen?  Would  not  a  great 
portion  of  it,  at  any  rate,  be  tendered  at  the  treasm-ies 
for  rupees  ? — ^A  certain  amount  might,  but  I  think  the 
official  evidence  which  is  before  the  Government  of 
India  goes  to  show  that  it  would  actually  become  a 
circulating  medium  in  itself. 
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10.127.  (Mr.  Gillaii.)  Then  you  said  that  the 
increase  in  the  gold  circulation  would  reduce  the 
liability  of  the  Government.  Is  that  tme  of  at  any 
rate  the  earlier  stages  of  the  process ;  is  it  true  at  the 
pi-esent  time  ?^It  is  veiy  difficult  to  say.  It  might  be 
argued  that  inasmuch  as  the  gold  circulation  would 
form  so  small  a  part  of  the  total  metallic  circulation,  it 
would  not  come  out,  but  I  dcf  not  think  anybody  is 
entitled  dogmatically  to  say  that  it  would  not  come 
out,  particularly  when  you  have  the  conclusive  evidence 
of  the  Aocountant-General  of  Bombay  before  you,  that 
gold  passes  freely  from  band  to  hand  amongst  the 
ryots  in  actual  circulation.  I  had  exactly  the  same 
evidence,  curiously  enough,  from  the  Revenue  Com- 
missioner in  Hyderabad,  which  is  one  of  the  most 
backwai-d  parts  of  India.  He  told  me  that  gold  was 
passing  from  hand  to  hand  amongst  the  ryots  in 
payment  for  their  cotton,  and  when  that  is  actually 
going  on,  I  very  much  doubt  whether  you  are  entitled 
absolutely  to  say  that  none  of  that  gold  will  come  out 
when  cuiTcncy  is  flowing  back  to  the  treasuries. 

10.128.  I  do  not  know  that  anyone  says  that  none 
of  it  vfill  come  out.  It  is  very  much  the  point  that 
Mr.  Keynes  put  to  you.  The  assumption  is  that  when 
there  are  adverse  times  and  the  sovereign  is  at  a 
premium  you  have  two  elements  in  your  currency,  one 
of  which  is  gold,  and  it  may  be  that  at  that  time  only 
a  small  proportion  of  that  will  come  back,  and  the 
form  in  which  the  currency  wiU  chiefly  return  will  be  in 
mpees  ? — I  say  that  is  a  question  upon  which  I  woidd 
not  express  a  dogmatic  opinion. 

10.129.  (Chairman.)  Would  it  be  too  much  to  say 
that  in  such  circumstances  any  man  who  had  a  debt  of 
51.  to  discharge  and  who  had  ol.  in  gold  and  51.  in  silver 
would  be  likely  to  pay  his  debt  in  silver  rather  than  in 
gold  ? — Remembering  that  metallic  money  is  the  only 
money  which  the  Indian  possesses,  and  that  he  would 
have  to  keep  a  certain  part  by  him  to  discharge  his 
daily  obligations,  I  would  not  like  to  say  that  the 
whole  57.  would  come  back  in  silver  and  leave  him  with 
five  sovereigns,  some  of  which,  at  any  i-ate,  he  would 
have  to  change  before  he  could  carry  on  his  daily 
economy. 

10.130.  (Mr.  Oillan.)  But  suppose  you  go  to  the 
next  stage  and  assume  a  collection  of  this  amount  in 
some  centres  with  the  local  bunnias  or  somebody  or 
another ;  have  they  opportunities  of  passing  on  the  less 
valuable  cmrency  and  retaining  the  more  valuable  .' — 
You  would  know  better  than  I ;  you  have  had  more 
experience. 

10.131.  Suppose  we  assume  that  you  have  reached 
the  final  stage  to  which  I  think  you  look  forward  as  a 
sort  of  goal  of  our  cui'rency  system ;  that  is  to  say,  a 
system  in  which  the  currency  consists  very  largely,  or 
to  a  predominating  extent,  of  gold.     What  will  be  the 

,  position  then  ?  On  what  will  you  rely  for  the  main- 
tenance of  exchange  in  adverse  seasons? — You  will 
still  have  your  Gold  Standard  Reserve  as  it  stands 
to-day,  pbis  such  accretions  to  it  as  may  have  taken 
place.  You  would  still  have,  I  imagine,  your  Paper 
CuiTcncy  Reserve,  and  I  should  conclude — ^s  I  say,  I 
am  not  a  banker,  and  I  speak  on  this  question  with 
great  reluctance — that  you  would  have  a  large  amount 
of  gold  in  your  treasuries  and  in  your  banks. 

10,132.'  Are  you  relying  upon  what  banks  have  ? — 
You  go  much  further  when  you  say  "  am  I  relying," 
because  I  say  that  is  one  of  those  questions  upon 
which  my  opinions  are  valueless.  It  seems  to  me  to 
be  a  banker's  question. 

10.133.  But  at  the  same  time  you  are  looking 
forward  to  this  increase  in  the  gold  circulation,  because, 
as  you  say,  it  will  be  a  secondary  buttress  to  exchange  •' 
—Yes. 

10.134.  You  are  therefore  relying  in  some  form  or 
another  upon  that  ctuTcncy  P — Yes. 

10.135.  I  had  asstimed  that  you  had  reached  the 
stage  which  you  wanted  to  reach,  and  that  you  had 
got  a  full-blown  gold  cuiTency  in  the  countiy  ? — 
And  a  subsidiary  token  cm-rency  ? 

10.136.  And  a  subsidiaiy  token  currency;  and 
therefore  I  presumed  that  you  could  rely  upon  being 
able  to  get  that  gold  out  of  some  source  apart  from 
the  Government  ? — ^In  time  of  adverse  exchange  ? 


10.137.  In  time  of  adverse  exchange  ? — But  there 
would  be  gold  available.  I  should  think  that  must  bo 
the' case. 

10.138.  With  whom— with  the  banks  ■'—With  the 
banks,  and  in  your  Government  treasuries. 

10.1 39.  And  partly  mpees  ?— And  partly  rupees. 

10.140.  In  the  meantime  the  Govcrnnient  reserves 
in  gold  are  smaller  than  they  would  otherwise  have 
been  ? — -Yes. 

10.141.  That  is  the  point  to  which  I  have  been 
working  up.  I  put  it  to  you  that  the  final  result  is 
merely  a  dissipation  of  your  reserve ;  instead  of 
having  it  in  one  place  you  have  it  in  a  great  many  ? — 
That  is  80,  but  what  are  you  aiming  at  ultimately  in 
the  currency  policy  ?  The  cuiTency  policy  which  you 
laid  down  was  a  gold  standard  supported  by  a  gold 
currency.  In  every  official  declaration  of  cm-rency 
policy  precisely  the  same  goal  has  been  held  out  to 
the  people  of  India,  a  gold  standard  suppoi-ted  by  a 
gold  currency.  In  the  latest  report  of  the  Legislative 
Council  in  the  Budget  debate.  Indian  speaker  after 
Indian  speaker  got  up  and  said  :  '•  I  press  the  Goveni- 
"  ment  to  go  on  to  the  point  that  they  said  they  were 
"  going  to,  a  gold  standard  siipported  by  a  gold 
"  currency."  If  you  are  not  going  to  move  to  that 
goal  now,  what  are  you  actually  aiming  at  ? 

10.142.  We  have  to  consider  the  arguments  for  and 
against  this  particular  thesis,  and  the  point  upon 
which  I  wish  to  get  your  opinion  is  this ;  Do  you 
think  that  the  coimtry  will  be  in  a  stronger  position  to 
support  exchange  if  you  have  gold  partly  with  the 
Government,  partly  in  the  banks,  and  partly  in  the 
pockets  of  the  people,  than  if  you  rely  upon  a  central 
reserve  ? — And  if  you  have  in  the  meantime  largely 
reduced  your  token  currency  ? 

10.143.  That  is  assumed  V — I  think  it  would  be. 

10.144.  (Chairman.)  If  you  will  pardon  my  inter- 
rupting, you  are  assuming  that  there  is  a  large 
reduction  in  the  token  cun-ency  ? — I  am  assuming 
that  the  token  currency  is  made  subsidiary,  and  that 
it  is  no  more  than  is  necessaiy  to  discharge  those 
obligations  for  which  the  sovereign  is  too  large  a  unit. 

10.145.  I  understood  you  to  say,  I  think,  to 
Mr.  Keynes,  that  you  did  not  look  foi-ward  to  the 
reduction  of  the  token  cun-ency,  but  mer'ely  to  stop 
its  increase  ? — ^It  is  undoubted  that  there  is  a  steady 
wastage  of  the  token  currency,  and  if  you  stop  its 
increase  it  must  gradually  be  reduced. 

10.146.  (Mr.  Keynes.)  May  I  ask  one  question  upon 
this.  I  suppose  the  first  effect  if  you  were  to  popularise 
gold  would  be  that  gold  would  gi-adually  dribble  out  of 
the  paper  currency  resei-ve  and  be  replaced  by  rupees  ? 
— You  mean  that  the  gold  in  the  paper  cuiTency  reserve 
would  be  reduced  ? 

10.147.  Yes  ? — That  is,  that  there  would  be  more 
going  out  of  the  paper  currency  reserve  than  is 
coming  in  ? 

10.148.  Yes  ? — I  think  that  is  a  proposition  upon 
which  I  would  not  like  to  express  a  definite  opinion, 
because,  assuming  a  favourable  balance  of  trade  is 
continued,  there  would  be  a  steady  addition  of  gold 
in  the  Paper  Cun-ency,  would  there  not  ? 

10.149.  That  might  or  might  not  be,  according  to 
the  rate  at  which  ciuTency  is  increasing.  In  some 
years  it  does  not  increase  at  all ;  but  that  might 
happen  ? — That  might  happen. 

10.150.  (Mr.  Gillan.)  In  reply  to  the  last  question, 
I  put  to  you,  did  you  say  that  in  the  position  which  I 
put  to  you  exchanges  would  be  better  secured  than  by 
any  system  of  a  central  reserve  P— With  a  gold  circu- 
lation and  a  subsidiary  token  coinage,  yes. 

10.151.  Do  you  think  that  the  system  of  a  Govern- 
ment resei-ve  such  as  we  have  in  India  really  differs  in 
essentials  from  the  system  which  is  possessed  by  any 
other  civilised  country?  You  talk  of  the  Indian 
system  as  being  managed.  You  have  in  view  some- 
thing which  is  more  automatic.  Is  it  the  case  that 
other  currency  systems  ai-e  automatic  as  regards  this 
matter  of  the  support  of  exchange  ? — I  am  not  a 
currency  expert,  but  I  think,  as  I  said  in  reply  to  the 
Chaii-man,  that  a  good  deal  of  the  criticism  of  the 
managed  system   has   arisen  from  the  fact  that  the 
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Government  of  India,  in  the  public  eye  by  advertisement 
and  announcement,  manages  the  foreign  exchange,  and 
to  that  extent  a  certain  amount  of  prejudice  against 
■what  is  called  a  managed  system  has  been  rather 
unjustly  created ;  but  at  the  same  time,  the  methods 
which  have  to  be  adopted  to  control  the  currency  seem 
to  me  under  present  circumstances  to  involve  a  large 
and  continuous  amount  of  management  which  affects 
the  sales  of  Councils,  which  affects  the  purchase  of 
silver,  which  affects  the  movement  of  bulUon  in  so  many 
respects  that  the  element  of  management  must  be 
conspicuous  until  such  times  as  additions  to  the  cur- 
rency are  in  the  medium  in  which  the  balance  of  trade 
is  liquidated. 


10,162.  I  appreciate  what  you  say  about  manage- 
ment, but  as  a  matter  of  fact  do  you  get  away  from 
this  element  of  management  in  any  other  system  of 
currency  ? — ^I  could  not  say. 

10,158.  (Lord  Kilbracken.)  I  do  not  know  whether 
you  have  given  us  your  views  clearly  about  a  note 
circulation  as  compared  with  gold.  Tou  spoke,  I 
think,  of  a  gold  circulation  as  a  sort  of  ideal  to  be 
aimed  at? — Gold  circulation  so  fai-  as  the  metallic 
portion  of  the  currency  is  concerned, 

10,154.  That  is  exactly  what  I  wanted  to  under- 
stand ;  jon  do  not  ignore  notes  ? — Certainly  not. 

10,165.  That  is  important? — That  is  a  most  im- 
portant factor. 


The  witness  withdrew. 


TWENTY-POURTH   DAY. 


At  the  India  Office,  Whitehall,  S.W. 


Friday,  31st  October  1913. 


Present  : 

The  Right  Hon.  AUSTEN  CHAMBERLAIN,  M.P.  (Chairman). 

Mr.  Robert  Woodbuen  Gillan,  C.S.I. 
Mr.  Henet  Neville  Gladstone. 
Mr.  John  Matnaed  Eetnes. 

Mr.  Basil  P.  Blackett  (Secretary). 


Lord  Fabbe. 

Lord  KiLBBACKEN,  G.C.B. 

Sir  Eenbst  Cable. 

Sir  Shapukji  Buejorji  Beoacha 

Su-  James  Begbie. 


Mr.  r.  C.  Haeeison,  O.S.I.,  called  and  examined. 


10.156.  (Chairman.)  Tou  are  retired  from  the  Indian 
Civil  Service  ?—Tes. 

10.157.  Will  you  tell  the  Commission  briefly  what 
experience  of  Indian  finance  you  have  had  in  that 
capacity?— I  entered  the  Financial  Department  m 
1889,  and  I  believe  I  have  had  rather  an  exceptional 
experience,  having  sei-ved  for  a  long  time  in  every 
pai-t  of  India.  I  was  a  couple  of  years  in  Calcutta, 
or  near  Calcutta,  to  start  .with ;  I  was  again  there 
for  four  or  five  years,  and  I  was  again  there  for  the 
last  two  years  of  my  sei-vice.  I  was  nearly  four 
yeai-s  in  Madras,  nearly  fotu-  years  in  Allahabad,  and 
nearly  foui-  years  in  Bombay,  so  that  in  one  way  and 
another  as  an  Accountant- General  I  have  had  expe- 
rience of  all  the  pi-incipal  money  markets  in  India,  and 
have  had  to  look  after  the  provision  of  the  money  there. 

10.158.  I  think  it  would    be   convenient    to    the 
Commission,   and    probably  to  yourself,  if  I  invited 
you  to  make  a  general  statement  on  the  subjects  upon 
which  you  tender  evidence,  and  then  we  could  ask 
any  questions    as    they  arose    on    that,    or    at    the 
conclusion    of    your    statement  ?  — As    regards    oui- 
balances  and  oui-  budgetting  in  India,  owing  to  our 
being  subject  to  the  changes  of  crops  and  the  vicissi- 
tudes of  weather,  we  always  are  exceedingly  cautious 
in  our  budgets,  so  that  the  result  is  that  m  a  noi-mal 
year  our  receipts  ai-e  generally  considerably  m  advance 
of  the  figures  at  which  we  estimate  them,  that  being 
partly  a  hedge  against  the  weather,  and  pai-tly,  I  think, 
it  has  an  older  origin,  certainly  in  the  old  days,     ihe 
Financial  Department  in  India,  the  Finance  Mimster,  is 
always  in  rather  a  weak  position  as  regards  the  rest  ot 
his  councU.    I  believe  it  is  the  case  in  most  coimfcnes. 
Other  departments  want  to  spend,  and  the  man  who 
holds  the  purse  strings,  and  is  responsible    wants  to 
sit  tight.     In  India  the  Finance  Mimster  has  always 
been  in  a  position  rather  of   weakness,   and  as  the 
Council  grows  his  position  becomes   weaker  still,  so 
the  habit  in  India  has,  if  I  may  say  so  been,  I  think, 
to  budget  more  cautiously  than  would  ordinarily  be, 
wise.     Showing  low  figures  is  practically  buttoning  up 
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your  purse  strings.     One  department,  either  the  rail-    , 
way  or  somebody  else,  wants  money,  and  you  say,  "  I  , 
"  am  very   sori-y,   I   have   not   got   it.      Look  at   my  ■ 
"  estimates  ;    it   is   not   there  " ;    and  this    was    the 
method  largely  employed  up  to  the  time  of  Sir  David ' 
Barbour.     There  has  been  pressure  put  upon  us  since  ' 
to  make  our  estimates  more  nearly  in  accordance  with 
the  facts,  and  I  think  Mr.  Gillan  probably  will  tell 
you   that  that  is   so.     I  can  give  a  simple  instance. 
Revenue  in  all   the  great  branches  of  revenue   is   a, 
progression :  instead    of    taking    the   progression   we 
nearly  always  take   a  figure  based  on  the  actuals  of 
the   current   year.      Generally   speaking,   the    coming 
year's  revenue  will  be  a  little  greater.     I  do  not  think 
you  can  very  well  avoid  that  until  the  position  of  the 
Finance  Minister  is  rather  stronger.     I  think,  human 
nature  being  what  it  is,  the  man  in  charge  will  always 
under-estimate,  and  the  result  is  that  you  have  greater 
surpluses   than  the  public   expect.     As    regards    the 
time  a  few  years  ago  when  we  had  very  lai-ge  balances, 
that   sort    of    thing    must   occasionally   occm-.      The 
windfall  from  opium  was  considerable  and  we  are  all 
liable  to  err  occasionally.     A  railway  may  estimate  for 
certain  expenditure,  and  is  very  reluctant  to  relinquish 
its  gi-ant.     If  the  Public  Works  Department  decline 
to  admit  its  inability  to  spend  money  by  March  1,  the 
money  is  left  there.     Then  that  money  is  withdrawn 
to  this  country,  and  possibly  the  expenditure  is  not 
made    immediately,    and   the   result    is    an   addition 
to   the   large   amounts   held   in  London,     Om-   great 
difficulty,  I  think,  in  India,  in  budgetting,  has  been 
with   the    Public   Works    Depai-tment,    because    our 
system  of  lapse  of  gi-ants   is  such  that  no  spending 
department    will    voluntarily     tell    the    Comptroller- 
General,  "lam  not  going    to  spend   so  much,"   and 
there  is  always  an  unnecessary  congestion  of  funds. 

10,159.  In  that  connection  may  I  ask  you  what 
happens  if  a  grant  is  declared  lapsed?  Suppose  a 
railway  company,  having  estimated  to  spend  '200,000/. 
in  the  current  year,  were  to  report  that  owing  to 
difficulties  with  contractors  or  delay  in  the  preparation 
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of  plans  they  found  they  would  only  spend  100,000Z., 
what  happens  to  the  other  100,000i.  ? — Any  money 
lapsing  in  the  year  we  can  re-appropriate  to  other 
objects.  We  cannot  do  that  until  the  Department 
responsible  says  that  it  is  going  to  relinquish  it. 

10.160.  But  what  is  the  motive  which  causes  them 
to  withhold  the  infoi-mation  from  the  financial  autho- 
rities ?  Is  it  the  fear  that  the  money  will  not  be 
voted  in  a  subsequent  year  ? — Partly  that,  but  I  think 
really  they  have  a  sort  of  idea  that  they  may  be  able 
to  spend  some  of  it.  They  do  not  like  pai-ting  with 
the  right  to  spend  it. 

-    (Mr.  Gillan.)  May  I  ask  one  question  ? 
{Chairman.)  If  you  please. 

10.161.  {Mr.  Gillan.)  I  think  in  what  you  have  said 
just  now  you  were  referring  to  the  departmental 
estimates  ? — Yes. 

10.162.  It  is  the  case,  is  it  not,  that  the  estimates 
are  subjected  to  a  check  from  the  other  side  by  the 
Comptroller- General  ? — Tes. 

10.163.  Which  is  with  reference  purely  to  the 
progress  of  actuals  ?  —  Tes,  largely,  of  course,  with 
ways  and  means,  which  is  a  separate  system.  I  was 
rather  referring  to  our  budget  estimates.  Of  course, 
we  have  to  prepare  ways  and  means  estimates  to  see 
how  much  money  there  is  to  meet  our  liabihties. 

10.164.  And  it  does  happen  that  on  that  Oom^p- 
troller- General's  check  it  is  shown  that  the  depart- 
mental estimates  are  in  excess  ;  that  is  to  say,  they 
estimate  that  they  will  spend  more  than  they  possibly 
can  spend,  and  corrections  will  be  made  upon  that 
basis  ? — We  do  make  that  correction,  but  it  is  a  very 
unpleasant  correction  for  the  Comptroller- General  to 
make,  because  it  is  entirely  on  his  own  responsibility, 
and  if  anything  goes  wrong  they  say,  "  We  never  told 
you  that  we  could  not  spend  that  money." 

10.165.  (iord  Faher.)  Cannot  you  get  rid  of  the 
railway  grant  out  of  the  Budget  balance  altogether.? 
Can  you  not  pay  that  over  to  the  railways,  or  those 
representing  the  railways,  instead  of  carrying  forward 
a  lapsed  gi-ant.     Is  there  any  reason  why  the  grant 

"k  shoidd  lapse  altogether  ?  Could  it  not  be  carried  on 
'jnto  the  railway  for  the  next  year  and  kept  alive  for 
tthe  railway  ? — I  think  that  is  a  very  difficult  thing  to 
^o,  because  the  system  of  all  budgetting  is,  is  it  not, 
that  you  take  a  period  which  is  nearly  always  in  the 
/world  12  months,  and  for  that  12  months  you  estimate 
what  you  are  going  to  spend,  If  you  allow  a  sort  of 
overflow  it  leads  rather,  I  think,  to  loose  budgetting. 

10.166.  But  it  would  be  earmarked  for  the  railways, 
would  it  not  ?  It  would  be  earmarked  this  year,  and 
if  the  railway  did  not  spend  it  this  year  surely  the 
railway  ought  to  be  allowed  to  spend  it  next  year.  It 
ought  to  be  earmarked  and  got  out  of  the  balances  of 
the  Budget? — But  the  theory  is,  of  course,  that  the 
railways  ought  to  know  their  own  business,  and  they 
budget  for  their  12  months,  and  when  they  see  that 
they  cannot  spend  it  in  the  12  months,  they  have  only 
to  ask  for  it  for  the  next  12  months,  and  as  long  as 
they  ask  for  it  in  time  it  is  in  the  Budget  estimates 
for  the  next  year. 

10.167.  This  way  of  doing  it  I  should  have  thought 
makes  people  wonder  why  there  is  such  a  big  balance 
over  in  the  Budget? — I  quite  agree  with  your 
suggestion,  if  it  were  feasible. 

10.168.  {Chairman.)  As  a  matter  of  fact,  you  do 
habitually  carry  the  sum  forward  in  your  balance,  do 
you  not  ? — No,  I  think  under  our  system  the  grants 
lapse,  and  the  extent  to  which  the  railways  or  anybody 
else  can  get  money  in  the  next  year  is  the  extent  to 
which  they  estimate  for  the  expenditure  in  their 
estimates  for  the  next  year.  The  guillotine  drops,  so 
to  speak. 

10.169.  As  a  genei-al  rule,  at  any  rate  in  these 
recent  years,  when  there  has  been  lapsed  expenditure 
you  either  have  not  had  knowledge  of  the  lapse  in  time 
or  for  other  reasons  you  have  not  reappropriated  the 
money  for  some  other  purpose,  but  it  has'  fallen  into 
the  balance  ? — Tes. 

10.170.  And  therefore,  in  considering  what  yon  may 
spend  the  next  year,  you  have  taken  account  of  the 
swollen  state  of  the  balance  ? — Tes,  you  have. 


10.171.  I  just  want  to  foUow  this  a  step  further.  I 
can  quite  understand  from  home  experience  the. 
importance  of  maintaining  the  position  that  the 
current  services  of  the  year  are  to  be  paid  for  from 
the  current  revenue  of  the  year,  and  for  such  current 
services  the  money  is  not  to  be  held  over  from  one 
year  to  another,  but  these  railway  grants  are  really 
capital  expenditui-e  ?— Tes,  I  should  think  they  are 
largely — mainly. 

10.172.  They  are  not  recun-ent  in  the  sense  that  a 
grant  for  education  is  recun-ent  ?-^'So. 

10.173.  Do  you  think  that  in  the  case  of  non- 
recurrent capital  expenditure  it  is  necessary  to  a,pply 
the  same  rule  which  you  apply  to  current  expenditure 
out  of  revenue? — No;  I  think  it  is  essential  for  a 
railway  to  have  a  programme,  but  I  should  have 
thought  you  could  have  got  at  what  you  want  more 
easily  by  tiying  to  take  railway  capital  expenditure 
out  of  the  Budget  altogether  —  out  of  the  official 
Budget. 

10.174.  {Sir  Ernest  Cable.)  May  I  ask  whether  the 
present  system  does  not  lead  to  reckless  and  wasteful 
expenditure  on  the  part  of  railways  towards  the  end 
of  the  period  ?  Tou  say  the  grant  would  lapse  unless 
it  was  spent  by  a  particular  date.  Does  not  that 
tend  to  make  the  railways  recklessly  spend  more 
money  than  would  otherwise  be  the  case  ?■ — ^I  take  it 
that  they  have  budggtted  for  the  expenditure  which 
they  want  to  make.  Possibly  they  might  administer 
the  expenditure  badly,  that  is  to  say,  entrust  it  to  the 
wrong  people,  or  make  their  contracts  a  little  too 
hurriedly,  but  the  money  they  want  and  the  money 
they  spend  is  for  the  objects  for  which  they  want  it. 
The  railways  are,  however,  well  administered.  With 
the  ordinary  public  expenditure  of  govenunent,  the 
spending  departments,  I  think  there  is  a  real  tendency 
to  waste  money,  because  they  say. :  "  We  have  got  it 
this  year,  and  heavens  knows  if  we  shall  get  it  next." 

10.175.  But  it  is  with  other  departments  ?  —  Tes, 
with  other  departments  I  should  say  it  is. 

10.176.  (Chaifirian.)  For  the  reasons  which  you 
have  explained  to  us,  the  Budget  balances  have  been 
unusually  and  abnormally  high  in  recent  years  ? — Tes. 
I  think  the  tendency  is  to  go  on  getting  them  closer 
and  closer  to  our  receipts. 

10.177.  Tou  would  desire,  of  course,  that  having 
regard  to  the  circumstances  of  India,  budgetting  should 
be  framed  on  the  cautious  side  ? — I  think  it  must  be  so 
as  long  as  we  are  so  dependent  upon  the  weather,  and 
that  will  continue. 

10.178.  Possibly  there  has  been  a  little  excess  of 
caution  in  recent  years  ? — ^I,  personally,  do  not  think  it 
an  excess  of  caution,  because  I  really  think,  as  I 
attempted  to  foreshadow,  that  as  long  as  the  position 
of  the  Financial  Department  is  weak  I  am  afraid  I 
would  prefer  always  to  go  on  keeping  the  money  up 
my  sleeve. 

10.179.  So  that  if  you  were  the  responsible  minister 
this  policy  would  really  be  deliberately  adopted  by  you  ? 
— I  think  I  should  adopt  it. 

10.180.  Let  us  then  pass  from  the  general  subject 
of  the  balances  to  the  question  of  the  Treasury 
balances  ? — There,  as  I  think  evidence  has  been  given 
to  you  before.  We  are  in  this  position :  The  Govern- 
ment of  India  is  very  much  in  the  same  position 
vis-a-vis  the  Secretary  of  State  as  the  Imperial  and 
Provincial  Governments  are  in  India.  There  is  always 
a  contest  of  opinion  in  India  as  to  whether  the  funds 
belong  to  the  Provincial  Government,  and  the  Imperial 
Government  should  only  have  what  is  sufficient  fot 
Imperial  budgets,  thait  is  to  say,  for  that  of  the  War 
Department  and  other  Imperial  departments.  Simi- 
larly the  same  question  arises  vis-a-vis  of  the  Imperial 
Government  of  India  and  the  Secretaiy  of  State.  The 
question  is  whether  the  balances  belong  to  India  and 
the  surplusage  should  go  home  for  meeting  the 
liabilities  of  the  Home  Government,  or  whether  you 
regard  it  rather  the  other  way;  viz.,  the  liabilities  in 
London  are  first  considered,  and  India  retains  the 
residue.  Under  present  conditions  it  is  the  ComptroUer- 
General's  business  to  run  the  treasuries  of  India,  and 
in  regard  to  any  sums  which  he  does  not  requii-e  for  the 
public   expenditure  he  informs  the   Government,  and 
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they  inform  the  Secretary  of  State  of  the  amounts  at 
his  disposal  for  (Mwing.  In  other  words,  the  funds 
which  India  does  not  immediately  need  are  at  the 
disposal  of  the  Secretary  of  State  for  drawing.  I  do 
not  know  that  I  wish  to  criticise  that.     Obviously  there 

is  the  other  view,  that  the  funds  are  Indian  funds 

Indian  balances — and  what  should  go  to  the  Secretary 
of  State  are  the  sums  he  requires.  I  mean  to  say 
there  is  a  difference  in  the  attitude  from  which  you 
regard  the  position. 

10.181.  In  the  way  in  which  you  put  it  to  us  there 
is  almost  a  suggestion  that  the  interests  of  the 
Secretary  of  State  in  London  are  different  from  the 
interests  of  the  Government  of  India,  indeed  almost 
as  if  he  were  using  the  moneys  for  other  than  Indian 
purposes.  Tou  do  not  mean  that  ? — No,  I  am  not,  of 
course,  suggesting  that  for  a  moment.  I  merely  mean 
that  the  difference  is  in  saying  :  "  Shall  I  give  you 
"  only  what  yoxi  want,  or  shall  I  only  keep  what  I  want 
"  and  give  you  the  rest "  ? 

10.182.  Translated  into  actual  terms  does  it  not 
come  to  this :  Shall  we  spend  the  money  on  impi-ove- 
ment  in  education  and  sanitation,  or  whatever  it  may 
be,  or  shall  we  use  it  for  development  works  ? — No,  I 
do  not  quite  mean  that.  I  am  now  speaking  of  cash 
balances,  and  the  question  is  whether  the  till  money 
which  the  OomptroUei'-General  does  notreqiiire  for  the 
moment  to  run  my  treasuries  in  India  stays  with  him, 
or  whether  he  only  keeps  what  he  wants  and  the 
Secretary  of  State  gets  the  rest,  or  vice  versa.  That 
is  the  only  point  I  was  making  about  that.  Then 
we  come  to  the  question  of  our  Treasury  balances 
themselves — their  amount.  I  believe  that  in  India 
we  run  our  treasuries  with  great  economy.  There  is 
an  infinite  amount  of  brains  and  work  and  labour 
devoted  to  keep  as  little  cash  as  we  can.  I  think  you 
have  had  quoted  to  you  figiires  by  Sir  James  Westland, 
which  are  of  very  ancient  date,  naming  a  certain 
sum  which  he  considered  sufficient.  On  a  point  of  that 
kind  Sir  James  Westland's  authority,  I  think,  would 
never  be  questioned  by  anybody  who  knew  him ;  he  was 
a  past  master  in  calculations  of  that  kind ;  but  times 
have  changed  since  then,  and  probably  if  you  accepted 
those  figures  you  would  have  to  add  25  or  30  per  cent, 
to  the  figures  which  he  gave.  I  think  you  have  had 
figures  before  you;  I  think  the  Assistant  Secretary 
to  the  Government  of  India  in  the  Finance  Depart- 
ment gave  them.*  His  evidence  was,  if  1  may  say  so, 
extraordinarily  good.  He  is  a  very  capable  man,  he 
knows  the  subject  extremely  well,  and  he  gave  an 
extremely  good  exposition  of  it. 

10,183.  The   general   view   which   your   experience 
leads  'jou  to  hold  is,  as  you  say,  that  the  treasuries 
are   worked  with  .  the   minimum   balances   which    are 
compatible  with  the  proper  discharge  of  their  func- 
tions ?— I  think  it  was  my  view  generally  expressed 
to   the  Finance  Minister  at  the  time,  that  they  are 
worked  a  little  too  fine.     That  raises  a  rather  difficult 
question— I   do   not   know    whether   the   Commission 
wish  to  go  into  ii^as  to  the  way  in  which  we  use 
our  currency  chests.     We  use  our  currency  chests  to 
economise    our    Treasury  balances    to    an    enormous 
extent,  and  that  opens  up  the  question  of  our  currency 
policy.    If  we   did  not  do  that  we   should  have  to 
keep  higher  Treasury  balances  than  we  do     Then  the 
question  of  Treasury  balances  leads  into  the  question 
of  loaning  them,  and  so  on.     I  think  the  Commission 
know  very  well  that  our  present  system  m  ladia  was 
due  to  the  failure  of  the  Bank  of  Bombay  m  1866 
I  happen  to  have  had  considerable  knowledge  of  that, 
because  my  father  held  the  same  appointment  a^  I  did, 
and  he  was  the  person  who  inquired  into  that  faihire 
so  I  have  been  accustomed  to  a  great  deal  of  this  from 
my  boyhood.    The  opinion  was  then  foi-med,  as  I  thmk 
you  ail  know,  rightly  or  wrongly,  that  it  was  unsafe 
for   us  to  leave  the  ordinary  cash  balances  of  Ind^ 
with  the  Presidency  banks,  and  so  we  yitl^drew  them 
to  our  reserve  treasuries,  a  system  which  you  Probably 
know  is  employed  largely  in  Amenca ;  Anienca  does 
the  same  thing  very  largely.     We  do  not  allow  the 

*  See  the  evidencTrfMr.  Bhupendra  Nath  Mitra,  C.I.E., 
Cd.  70G9,  page  194,  *:c. 


Presidency  banks  the  use  of  our  Government  balances 
beyond  giving  them  a  rather  generous  figure  over 
what  we  are  bound  to  give  them  under  our  agreements. 
I  forget  what  it  is  that  we  give  you.  Sir  James 
Begbie  ? 

10.184.  {Sir  James  Begbie.)  20  lakhs?— And  the 
Bank  of  Bengal  amount  is  how  much  ? 

10.185.  Thirty-five  lakhs  ? — I  think  as  a  matter  of 
fact  I  usually  left  with  you  something  more  like 
50  lakhs. 

10.186.  Yes  ?— And  with  the  Bank  of  Bengal,  I 
suppose,  80  lakhs  ;  and  similarly  with  the  Bank  of 
Madras.  Apart  from  that,  we  lock  our  balances  up. 
Now  you  get  this  curious  position :  The  Secretary  of 
State  draws  here  what  the  Comptroller- General  did 
not  require ;  then  those  sums,  being  in  excess  of  his 
immediate  requirements,  are  lent  to  the  market  here 
and  to  the  exchange  banks.  So  you  get  this  paradox 
that,  although  the  exchange  banks  look  to  the 
Presidency  banks  in  India  very  much  as  the  banks  in 
London  look  to  the  Bank  of  England  as  their  ultimate 
safety  in  times  of  crisis,  yet  the  banks  to  which  they 
look  in  India  have  practically  very  little  power  to  get 
our  balances,  whereas  exchange  banks  get  them  in 
London.  That  may  be  an  unavoidable  anomaly,  but 
I  think  it  is  a  bad  one. 

10.187.  (Chairman.)  Would  you  yourself  favour  a 
proposal  to  make  loans  from  those  balances  to  the 
Presidency  banks  ? — Not  ordinarily,  I  think,  either 
from  the  Treasury  or  from  the  currency.  The  cash 
balances  of  India  are  intended  to  meet  its  liabilities, 
and  directly  you  bring  in  the  question  of  lending 
those  cash  balances,  you  may  be  diverted  from  the 
correct  attitude  of  regulating  your  cash  balances 
according  to  your  own  needs.  But  I  do  think  that 
our  tendency  should  be  to  leave  more  of  our  balances 
with  our  bankers,  which  you  say  comes  to  nearly  the 
same  thing.  I  do  think  as  time  goes  on  we  may  go 
on  leaving  larger  amounts  with  our  bankers  in  India. 

10.188.  I  understand  that  what  you  now  leave 
with  them  is  left  free  of  interest  P — Tes. 

10.189.  Is  it   your   suggestion   that   thai   sum   of 
money    which    they    enjoy   free    should     be    simply 
iacreased  ? — Tes,  but  then  it  would  be  connected  with 
further  ideas,  which  I  want  to  suggest  to  the  Com- 
mission.    I  would  prefer  to  see  a  reversion  to  the  old 
days  of  the  three  Presidency  banks,  of  their  reverting 
somewhat  more  to  Government  management.      In  the 
old  days  the  Comptroller  General — I  think  my  father 
was  the  last — ^was  the  official  president  of  the  Bank 
of  Bengal.     I  would  prefer  to  see  either  the  Govern- 
ment holding  the  shares,  or  a  system  by  which  the 
Government  have  directors  on  the  board,  or  a  system 
by  which  you  credit  to  the  Government  any  dividend 
of  the   Presidency  bank  over   a   certain  figure.     At 
present,   I    think    the    Presidency   banks   pay   about 
4^  per  cent,  on  the  price  which  they  are  quoted  at. 
The  actual  dividend  is  14  per  cent,   or  12  per  cent, 
or  something  like  that.     If  you  allowed  the  present 
holder  a  return  of  about  4J  per  cent,  on  his  money, 
say,  14  per  cent.  I  tliiak  in  the  case  of  the  Bank  of 
Bengal,  the  dividends  over  that,  or  three-quarters  of 
the  dividends   over   that,  or  something  of  that  kind 
might  go  to  the  Government.     Under  such  a  system 
I  would  leave  more  of  our  balances  (and  ultimately  the 
whole)  with  the  Presidency  banks. 

10.190.  What  you  look  forward  to  then  would  be 
either  the  acquisition  by  the  Government  of  the  three 
banks,  or  a  partnership  of  the  Government  in  the  three 
banks  ? — Yes.  A  partnership  is  what  I  would  prefer, 
or  it  may  be  a  matter  of  contractual  agreement,  I  take 
it.  I  would  give  them  our  balances  and  ultimately  the 
management  of  om-  paper  cuiTcncy,  and  in  return 
exact  certain  representation  on  the  board  and  a  share 
of  their  profits.  There  are  many  agreements  which 
might  be  made. 

10.191.  Of  course,  there  is  a  very  great  difference 
la  regard  to  the  constitution  of  the  banl-s  and  the 
influence  which  Government  exercises  on  them,  but  do 
you  see  any  great  difference  from  the  point  of  view  of 
the  use  of  the  money  between  your  proposal  and  the 
suggestion  which  has  been  made,  that  these  balances, 
in  so  far  as  they  were  not  needed,  might  be  temporarily 
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lent  to  the  banks  ? — Yes,  because  I  think  it  has  an 
element  of  danger,  and  I  am  suggesting  that  the 
element  of  danger  is  averted  by  the  Government 
officials,  the  Comptroller- General,  or  possibly  the 
Financial  Secretary  having  a  large  voice  in  the 
management  of  the  banks.  I  might  say  also — perhaps 
Mr.  Gladstone  might  not  agree  with  me — ^that  in 
business  circles  in  India  partners  move,  as  a  rule,  very 
quickly.  We  Government  officials  go  out  there  for 
many  years,  but  in  a  successful  firm  when  a  man  gets 
to  the  top  he  stays  perhaps  a  few  years  and  then  goes 
to  England,  and  so  the  result  ie  that  we  have  not  got 
the  same  personnel  to  choose  from  that  the  Bank  of 
England  has  got  in  this  country.  I  do  not  think  that 
the  heads  of  the  firms  will  spare  their  time  seiioiisly 
to  work  on  the  Presidency  banks.  One  of  them  is 
genei-ally  the  President,  but  they  will  not  give  the 
time,  I  take  it,  which  the  Bank  of  England  directors 
give  the  Bunk  of  England  business. 

10.192.  Now,  leaving  the  question  of  such  a  recon- 
stitution  of  the  banking  system  for  the  moment,  what 
do  you  wish  to  say  at  this  point  about  the  crisis  of 
1907  ? — That  would  rather  come  into  the  question  of 
our  currency  arrangements.  If  I  might,  I  would  rather 
go  on  with  the  question  of  the  balances. 

10.193.  Please  make  your  statement  in  your  own 
way? — Another  reason  for  which  1  advocate  very 
strongly  some  system  by  which  we  can  give  these 
balances  to  India  is  this :  In  the  first  place,  I  think 
they  ai-e  primarily  due  to  India ;  they  are  money  which 
belongs  to  India,  and  1  think  primarily  they  should  be 
used  for  relieving  the  Indian  money  market.  Secondly, 
I  dislike  intensely  the  system  by  which  we  get  any 
avoidable  accumulation  of  these  moneys  in  London. 
You  get  a  very  undesirable  conflict  of  interest.  I 
think  it  is  very  wrong  that  the  balances  of  India 
should  be  administered  in  London  at  the  India  Office 
by  gentlemen  who  are  bankers.  It  is  a  wrong  system, 
because  their  public  interests  and  their  interests  as 
bankers  must  occasionally  be  iu  conflict.  It  is  also 
bad  for  the  City — and  I  believe  that  is  the  best 
opinion  in  the  City — ^that  there  should  be  another 
King  of  Brentford  who  should  lend  money  in  the 
London  money  market,  I  will  not  say  against  the  Bank 
of  England,  but  not  under  its  control,  whilst  the 
ultimate  liability  falls  on  the  Bank  of  England.  I 
think  it  is  very  undesirable.  I  should  like  eventually 
to  clear  the  cash  balances  of  the  Government  of  India 
out  of  London,  except  so  far  as  they  are  necessary 
for  meeting  their  liabilities  when  they  accrue. 

10.194.  You  would,  I  suppose,  think  it  right  for  the 
Secretary  of  State,  foreseeing  heavy  charges  like  the 
usual  annual  expenditure,  and  perhaps  for  railway 
development,  to  make  sure  of  getting  his  money  over 
when  he  is  in  a  position  to  do  so,  and  not  to  run  any 
risk  by  postponing  it  to  a  time  when  it  might  be 
difficult  to  make  the  transfer  ? — I  have  often  thought 
of  that,  but  I  do  not  think  that  there  is  really  a  great 
deal  in  it.  The  amount  of  India's  liability  to  England, 
that  is  to  say,  the  Government  liability,  is  very  small 
in  comparison  with  what  trade  oVes  India,  and,  there- 
fore, if  India,  on  Government  account,  owes  England 
little,  and  trade  owes  India  much,  broadly  speaking, 
there  is  not  much  danger,  I  think,  of  the  Secretary  of 
State  being  unable  to  draw  his  requirements,  I  quite 
agree  that  you  should  not  be  caught  short ;  but  the 
danger  is  not  very  great.  I  think  you  could  hold  a 
great  deal  less  in  this  country  than  you  do  hold. 

10.195.  Let  me  ask  one  other  question  to  elucidate 
your  view  on  this  point.  Of  course  the  London  money 
market  is  a  very  big  one  ? — ^Yes. 

10.196.  It  has  been  represented  that  even  in  so 
big  a  market  there  is  a  little  difficulty  in.  loaning  out 
satisfactorily  such  very  large  sums  as  were  accumulated 
here  recently  ? — Yes. 

10.197.  Suppose  those  sums  had  been  retained  in 
India,  do  you  think  that  the  Indian  money  market 
is  of  a  size  to  find  profitable  employment  for  them  ? — 
No,  in  that  exceptional  case,  I  think,  probably  not 
I  should  think  not.  I  am  rather  speaking,  I  was  going 
to  say,  of  counsels  of  perfection  than  of  what  we  can 
really  do.  I  should  think  for  some  time  to  come  we 
shall  have  to  employ  Indian  moneys  in  London,  but 


I  would  rather  not  see  them  lent  on  the  market ;  I 
would  i-ather  tliat  we  bought  floaters,  or  something 
of  that  kind,  or  left  it  with  the  Bank  of  England,  or 
asked  the  Bank  of  England  to  lend  it 

10.198.  That  is  rather  a  different  point  ? — Yes,  that 
is  a  dilferent  point. 

10.199.  For  the  moment  I  was  merely  trying  to 
get  your  opinion  as  to  whether  or  not  the  Indian 
money  market  would  be  able  to  find  profitable 
employment  for  those  moneys  ? — I  agree ;  I  do  not 
think  at  present  it  would  be  safe,  and  the  paradoxical 
position  arises  from  my  point  of  view  that  I  would 
rather  we  left  the  largest  balances  with  the  Presidency 
banks  when  the  need  for  it  was  less,  that  is  to  say, 
when  they  bore  such  a  small  proportion  to  the  total 
banking  business  of  India  that  it  really  did  not  much 
matter  to  them  whether  they  had  it  or  not. 

10,'200.  The  safety  of  the  operation  is  very  much 
dependent  upon  the  proportion  which  the  Government 
loans  bear  to  the  size  of  the  money  mai-ket? — Yes. 
There  is  only  one  other  point  which  I  would  like  to 
mention,  and  that  is  a  very  familiar  one.  We  with- 
draw, of  course,  large  sums  of  money  from  the  pockets 
of  the  people  at  the  time  of  our  land  revenue  payments, 
and  I  think  it  is  true — everybody  admits  it,  I  think- 
that  if  possible  we  should  try  to  return  that  to  the 
market  as  quickly  as  we  can ;  and  it  would  be  useful  to 
the  market,  because  I  think  in  Calcutta  the  period  of 
pressure  in  the  money  market  is  very  much  at  a  time 
when  we  are  wanting  to  draw  the  money  in  our  own 
kists.     Is  not  that  so,  Mr.  Gillan .' 

10.201.  {Mr.  Gillan.)  Yes  ?— I  think  so,  but  I  am  a 
little  rusty. 

10.202.  ( Chairman.)  You  were  just  saying  that  owing 
to  the  circumstances  iu  connection  with  the  land 
revenue  you  are  obliged  to  withdraw  these  big  sums, 
that  is  to  say,  you  are  obliged  to  collect  these  taxes  just 
at  the  moment  when  trade  is  very  busy  ? — -Yes. 

10.203.  I  want  to  put  to  you  a  suggestion,  without 
indicating  any  opinion  of  nxy  own  upon  it,  in  order  to 
hear  your  opinion.  In  this  couati-y  a  large  portion  of 
our  revenue  comes  in  in  the  last  quarter  of  the  year .' — 
Yes. 

10.204.  If  we  followed  Indian  practice,  as  I  vmder- 
stand,  we  should  cany  forward  a  balance  from  the 
previous  year  sufficient  to  finance  us  through  the  first 
lean  months  of  the  new  year.* — Yes,  that  is  so.  We 
Jet  it  run  off,  so  to  speak. 

10.205.  What  we  do  is  the  opposite.  We  bon-ow 
during  the  first  nine  months,  and  repay  the  market 
when  the  revenue  comes  in  ? — Yes. 

10.206.  Is  that  system  applicable  to  India.'' — It  is 
very  interesting  that  you  should  put  it.  I  was  talking 
over  an  hour  and  a  half  on  that  subject  yesterday  to 
one  of  the  most  competent  authorities  in  this  country 
on  that  very  question,  and  he  put  to  me  the  exact 
point  which  you  are  putting,  and  in  the  same 
way.  He  said  ;  "  Now,  could  that  be  done  in 
India  ?  "  I  confess,  to  be  honest,  that  my  answer  is 
that  I  have  not  considered  it.  I  doubt  it  for  the 
moment.  I  thiuk  the  first  answer  probably  of  the 
India  Office,  and  I  think  of  Mr.  Abrahams,  would  be : 
"  Why  should  you  borrow  if  you  can  keep  your  own 
"  money  ;  you  have  your  own  stocking,  and  if  you  can 

keep  yom-  own  money  in  your  stocking,  and  have 
"  enough  to  pay  all  you  want  to  pay,  why  should 
"  you  borrow  at  any  time?"  I  find  it  rather  hard 
to  meet  that  argument.  Why  should  you  ever  borrow 
if  you  have  enough  funds  of  your  own  to  pay  ? 

10.207.  It  is  sometimes  more  economical  to  borrow 
to  meet  your  temporaiy  wants  than  to  hoard  your 
money  without  interest  in  order  to  have  cash  at  the 
time  you  want  it  ?— Quite,  but  my  answer  rather  would 
be  that  I  should  like  time  to  consider  whether  I  could 
see  my  way  to  something  of  the  kind. 

10.208.  You  would  not  like  off-hand  to  express 
any  opinion  as  to  whether  the  resources  of  the  Indian 
money  market  are  such  that  the  Government  could 
count  safely  upon  borrowing  year  in  and  year  out  on 
deficiency  bills  ?— No.  I  quite  understand  the  point. 
I  am  not  prepared  to  offer  an  opinion  off-hand. 

10.209.  Will  you  resume  your  statement? — The 
next  question  I  think,  comes  really  into  our  currency 
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-^-.em.  For  many  years  I  have  been  minuting  and 
making  notes  for  wie  G-overnment  of  India,  advocating 
strongly  the  necessity  for  holding  a  great  deal  more 
gold  than  it  has  ever  been  the  custom  to  hold  against 
our  cui-rency.  The  first  instance  that  occurred,  showing 
at  any  rate  that  some  gold  is  necessary,  was  at  that 
crisis  of  1907.  When  that  crisis  occurred  I  was 
Accountant-General  at  Bombay,  and  the  crisis  occurred 
in  Bombay,  so  that  with  this  particular  crisis  I  had 
more  to  do  officially  than  anybody  else.  We  had  a 
certain  amount  of  gold  then  in  our  currency  note 
reserve,  and  the  exchange  bankers  came  to  me. 
Exchange  had  turned  against  India,  and  they  wanted 
gold  for  export.  The  orders  of  the  G-overnment  of  India 
wei'e,  I  think,  that  I  was  not  to  give  out  gold  except 
in  parcels  of  £10,000  for  internal  use.  I  think 
those  were  the  orders.  I  went  on  my  knees  almost  to 
the  Government  of  India  saying  how  wrong  I  thought 
that  policy,  and  that  when  exchange  had  turned  against 
India  the  only  thing  to  do  was  to  give  out  every 
ounce  of  gold  you  held  without  inquiring  who  wanted 
it,  or  why  it  was  wanted,  but  simply  give  it  out. 
Possibly  there  was  not  enough— there  was  not  enough, 
I  think — eventually  to  arrest  any  drain  of  that  sort. 
The  bankers  came  to  me  and  said :  "  Well,  what  can 
we  do  ? "  They  wanted  to  remit.  I  am  afraid  my 
answer  was :  "  I  am  in  a  very  difficult  position ;  my 
"  views  are  not  held  by  the  Government  of  India, 
"  and  I  think  the  only  thing  you  can  do  is  this : 
"  You  are  very  powerfnl  in  London ;  go  to  the 
"  Secretary  of  State  and  urge  your  case " ;  and 
what  happened  was  that  the  exchange  bankers  who 
were  very  powerful  in  this  country,  and  all  the  big 
firms  in  Bombay  (many  of  them  very  powerful  also) 
wrote  home  to  everybody  that  they  could  think  of  in 
this  country;  the  senior  partner  in  the  biggest  firm 
perhaps  in  Bombay  was  then  or  had  been  Governor  of  the 
Bank  of  England  ;  and  what  they  did  was  this  :  They 
went  to  the  Secretary  of  State  and  -said :  "  Tou  have 
got  to  do  something,"  and  the  result  was  that  the 
Secretary  of  State  then  began  to  sell  reverse  councils. 
Then  I  was  asked  how  much  the  trade  wanted.  I 
went  to  all  the  exchange  bankers,  or  they  came 
to  me,  and  I  asked:  "Now,  how  much  do  you 
think  you  want?"  and  they  gave  the  proper  answer: 
"Not  very  much,  but  if  you  limit  the  quantity,  a. 
great  deal."  Then  there  was  a  contest  whether  it 
was  to  be  five  or  six  hundred  thousand,  or  what 
it  was  to  be,  and  my  advice  continued  to  be  all 
the  time  that  it  should  be  absolutely  unlimited.  I 
said :  "  The  larger  the  amount  you  are  prepared  to  sell, 
"  the  smaller  will  be  the  amount  taken."  The  result  was 
that  the  banks  took  considerably  more  at  the  time 
than  they  wanted,  and  returned  it  afterwards,  simply 
because  the  amount  was  limited. 

10.210.  Youi-  primary  object  in  the  advice  which 
you  were  tendering  at  that  time  was,  I  suppose,  to 
maintain  tlie  par  of  exchange  ?— Yes,  that  is  so,  to  let 
gold  go  freely  wherever  you  had  it,  either  in  India  or 
in  England,  to  all  comers  without  any  restriction  of 
any  sort  or  kind. 

10.211.  And  for  that  purpose  it  would  in  your 
opinion  have  been  the  proper  course  to  use  your  gold 
at  once  and  freely  ?— Yes,  anywhere  and  everywhere. 

10.212.  Do  you  think  that  the  giving  out  of  the 
gold  to  all  comers  in  India  would  be  as  effective  for 
the  maintenance  of  exchange  (which  you  said  was  youi- 
primary  object)  as  to  ship  that  gold  to  London  and  to 
seU  sterUng  bills?— No,  I  think  it  is  unquestionable 
that  at  a  time  of  adverse  exchange  where  you  have  got 
to  remit  large  amounts,  it  is  simpler  to  take  large 
amounts  where  large  amounts  are,  and  therefore  at 
a  time  of  adverse  exchange  the  simplest  way  is  to 
draw  on  a  central  resei-ve ;  but  that  to  me  is  a  very 
difPerent  thing  from  saying  that  the  gold  you  hold 
elsewhere  is  of  no  use— that  gold  which  you  hold  is  ot 
no  use  in  maintaining  your  par.  That  I  hold  is  a 
great  heresy. 

10  213  I  am  not  dealing  with  that  for  the  moment ; 
I  am  dealing  with  a  particular  com-se  which  you  told 
us  you  recommended.  In  the  crisis  of  1907  you  had  a 
certain  amount  of  gold  ? — Yes.- 


10.214.  You  say  that  your  object  m  using  that 
gold  was  the  maintenance  of  exchange  ? — Yes. 

10.215.  How  could  the  gold  which  you  held  be 
made  to  go  furthest  in  support  of  exchange  ?  Would 
it  be  by  the  method  which  you  seem  to  advise  of 
giving  it  out  to  all  comers  without  inquiring  whether 
they  were  going  to  hoard  it,  because  they  were  getting 
in  a  panic,  or  would  it  be  better  to  ship  it  to  London 
and  offer  to  sell  sterling  against  it  ? — I  think  I  would 
rather  let  it  go  to  all  comers,  because  when  the 
exchanges  are  unfavourable,  I  think  what  you  want  to 
do  is  to  let  your  gold  out,  and  I  do  not  thiak  it  matters 
very  much  what  the  reason  is  which  is  actuating  the  man 
in  asking  for  it ;  that  is  to  say,  if  a  man  hoards  it  he  is 
withdrawing  the  cuirency,  which  is  raising  its  value;  if 
he  is  going  to  spend  it  in  ornaments,  he  is  not  taking  it 
because  he  wants  ornaments  any  more  than  before,  he 
is  taking  it  from  the  bullion  which  would  have  come 
from  London  or  elsewhere  to  India.  Therefore,  that 
always  seems  to  be  a  little  like  saying  to  a  man 
withdrawing  his  deposit  when  there  is  a  run  on  a  bank, 
"  What  do  you  want  it  for  ?  "  I  think  the  best  thing 
is  to  let  him  have  his  money  and  not  say,  "  Why  do 
you  want  it  ?  "  I  do  not  think  that  matters  materially : 
but  I  am  in  agreement  with  the  general  opinion,  that 
at  the  time  of  adverse  exchange,  it  is  more  convenient 
to  have  gold  in  the  cential  reserve  to  be  drawn  upon, 
but  I  would  not  have  actually  remitted  gold  from 
India  for  this  purpose,  viz.,  in  order  to  be  diuwn  on. 

10.216.  {Mr.  Keynes.)  You  say  that  if  a  man  takes 
it  and  hoards  it,  that  reduces  the  volume  of  currency, 
and  so  alters  prices,  and  so  eventually  rights  the 
balance  of  trade  ? — Yes. 

10.217.  Everybody  would  agree  with  that,  I  think, 
as  what  would  happen  in  the  long  run,  but  in  a  country 
like  India  that  would  take  perhaps  a  year,  or  even 
longer,  before  it  had  its  full  effect  ? — Possibly. 

10.218.  It  would  have  almost  no  effect  upon  the 
immediate  crisis  in  hand  ;  it  would  not  steady  exchange 
over  those  three  months,  probably,  would  it  ? — I  do 
not  think  we  are  in  much  disagreement  over  that,  but 
what  I  would  rather  say  is,  that  the  fact  of  the  man 
taking  that  gold  out  for  use  simply  has  the  effect  of 
releasing  the  gold  in  London  which  would  have  been 
exported  iiormally  from  London  to  India  for  use.  As 
regards  hoarding,  I  think  the  man  is  only  hoarding 
very  temporarily.  That  is  to  say,  he  is  absorbing  gold 
because  it  is  rising  in  value  ;  just  as  one  buys  securities 
when  they  are  rising.  This  gold  retm-ns  to  the  market, 
just  as  the  security  is  sold,  so  soon  as  the  hoarder 
can  get  a  profit  or  realises  that  no  profit  is  to  be  made. 
I  am  not  speaking  of  permanent  hoarding. 

10.219.  (Chairman.)  Does  that  mean  that  he  just 
withdraws  it  from  the  market  during  the  crisis  and 
that  he  brings  it  out  again  when  the  crisis  disappears  ? 
— I  think  that  may  be  true  of  a  commercial  crisis,  and 
that  is  a  point  I  wish  to  bring  out  in  regard  to  Lord 
Goschen's  scheme  for  11.  notes,  which  has  been  sto 
often  quoted.  In  a  commercial  crisis,  where  gold  is 
the  foundation  of  a  large  superstructure  of  credit,  I 
think  that  may  be  true — I  have  rather  in  view  the 
question  of  protecting  the  exchange  of  India  over  a 
continual  decline.  My  view  is  that  gold  withdrawn 
when  the  exchanges  are  unfavourable  comes  back 
quickly  into  the  market  for  the  holder  to  realise  his 
profit  or  in  his  recognition  that  the  exchanges  are  not 
in  pei-manent  danger.  I  am  looking  at  the  long  view 
of  exchange,  so  to  speak,  rather  than  the  short  view, 
because  this  is  not  necessarily  a  case  of  a  sharp 
monetary  crisis ;  it  is  a  case  of  exchange  slowly 
turning  against  the  country. 

10.220.  (Mr.  Keynes.)  I  should  agree  entirely  in 
that,  that  to  let  out  gold  to  people  in  India  helps  in 
the  sufficiently  long  run  to  steady  exchange,  but  if  it 
is  a  matter  of  a  monetary  crisis,  as  it  was  in  1907,  or  if 
it  is  a  matter  of  making  people  quite  sure  that 
exchange  is  not  going  to  fall,  then  the  immediate 
effect  of  releasing  gold  to  the  public  in  India  is  very 
slight,  whereas  using  it  to  offer  drafts  on  London  is 
very  great.  You  would  agree  with  that.  That  is  not 
the  point  at  issue,  is  it  ? — I  would  agree  that,  if  by  a 
magician's  wand  I  cou.ld  have  removed  at  that  time  the 
wold  that  was  in  the  Currency  Note  Reserve  in  India 
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into  the  hands  of  the  Secretary  of  State,  its  libera- 
tion would  have  acted  Ihore  quickly  on  an  adverse 
exchange  but  that  would  be  the  extent  to  which  I 
would  hold  that. 

10.221.  If  you  had  said  to  the  exchange  banks, 
"  The  Secretary  of  State's  reser\'es  in  London  are  to 
"  be  used  for  the  cashing  of  drafts,  and  the  gold  I 
"  have  here  will  be  put  at  your  disposal,"  would  that 
have  had  a  more  immediate  effect  ? — I  rather  think 
that  might  have  created  a  fear  in  the  people's  minds 
(which  is  what  affects  exchange  temporarily).  1  would 
rather  have  said,  "  Take  all  the  gold  you  want :  have 
the  gold  ;  here  it  is."  If  we  had  had  enough  gold  we 
would  have  stopped  the  fall  entirely.  The  gold  would 
simply  have  been  expbrted. 

10.222.  But  the  people  whose  fears  you  wished  to 
allay  were  not  the  people  in  the  interior  of  India,  so  to 
Speak,  but  people  who  wished  to  remit,  or  thought 
they  might  wish  to  remit,  to  England.  They  were  the 
only  people  whose  fears  it  was  important  to  allay  at 
the  moment  ? — No,  because  I  do  not  think  this  is  a 
momentary  crisis  like  a  commercial  crisis  in  the  city. 
It  is  rather  a  case  of  exchange  slowly  moving  against 
the  country. 

10.223.  But  if  the  exchange  banks  think  that  there 
is' a  little  doubt  about  the  maintenance  of  exchange, 
then  it  is  very  like  a  monetary  crisis  F — But  then  you 
have  to  consider  also  the  people  of  the  country,  if 
they  are  suddenly  refused  gold.  Ton  are  injuring  the 
status  of  the  gold  currency  in  the  country — -if  at  a 
time  of  difflcidty  you  say,  "  No,  you  cannot  have  any 
"  moire  gold ;  the  Seci-etary  of  State  may  wa,nt  it;  and 
"  I  am  going  to  ship  it." 

10.224.  But  keeping  to  the  exchange  banks  for  a 
moment,  at  a  time  of  crisis  the  amount  of  adverse 
trade  balance  which  they  must  meet  immediately  is 
small,  and  as  the  exchange  falls  the  exchange  banks 
begin  to  get  anxious  as  to  whether  they  will  be  able 
to  remit  back  in  the  event  of  there  being  a  drain  on 
their  depositors  in  London,  or  something  of  that  sort. 
They  have  a  great  deal  of  funds  raised  in  London  and 
used  in  India  ? — Tes. 

10,2251  They  begin  to  get  a  little  nervous  whether, 
f  they  want  to  bring  those  back,  they  can  ? — Te&. 

10.226.  Therefore  their  tendency  'is  to  remit  to 
England  very  much  more  than  is  required  to  meet  the 
adverse  balance  of  trade,  which  at  the  moment  is  very 
small,  and  the  important  thing  to  do  first  is  to  make 
them  feel  perfectly  secure  that  they  can  bring  the 
money  back  when  they  want  to.  When  you  have  those 
conditions  yoti  have  practically  the  conditions  of  a 
monetary  crisis  rather  than  a  trade  balance  crisis  ? — 
I  wonkl  put  against  that  the  fact  that  you  will  create 
^rlgater  aiinOyanoe  and  fear  in  the  jhinds  of  the' people 
(which  will  affect  exchange)  by  withdrawing  all  gold 
from  India  when  the  exchanges  are  becoming  adverse 
than  by  letting  people  take  it  without  hindrance  or 
questioning. 

10.227.  How  will  it  affect  exchange .'' — Because  the 
people  wiU  not  like  gold  if'  they  find  that  when  they 
wa'nt  gold  they  cannot  get  it.  What  happened  before 
1907  was  this :  We  were  gradually  introducing  gold 
into  the  currency  of  India.  When  the  exchanges  went 
reverse  the  gold  b6gan  to  be  exported.  Now  what 
you  are  in  effect  saying  is  :  Sweep  up  practically  all 
the  gold  you  have  in  India  and  send  it  over  to  London 
to* be  drawn  against'by  the  exchange  banks.  I  do  not 
think  that  *oiild  be  a  good  thing  for  our  gold 
currency. 

10.228.  Are  you  arguing  this  way,  that  if  you  let 
out  gold  freely  in  India  to  all-coniers'  it  will  not  help 
that  immediate  crisis,  but  it  will  give  the  people  of 
India  confidence  in  gold  which  will,  in  the  course  of 
the  ilext  ll)  years,  increase  the  amount  of  gold  which 
they  ke6p  ? — Tes,  partly. 

'  10,-229.  'And  thenin' the  case  of  a  crisis'  you  will  be 
In  a  stronger  position.  That  is  the  first  part  of  your 
argument  ? — Tes,  partly  that.  There  is  the  argument 
also,  that  to  the  extent  that  they  take  the  gold  out 
which  they  are' going  to  use  in  the  arts  it  is  gold  taken 
from  the'  'country  which  would  ordinarily  be  imported, 
and  thei-efore  you  save  this  amount  of  gold  from  being 
inijjorted.     The'  gold  taken  into    hoards   comes   out 


directly  the  price  is  attractive.  In  other  words,  each 
way  is  righting  the  exchange,  and  one  rights  it  a 
little  more  quickly  than  the  other. 

10.230.  Of  those  two  parts  of  your  argument  the 
first  is  contingent  upon  the  whole  question  as  to 
whether  a  greater  amount  of  gold  in  circulation  does 
help  exchange  even  in  the  very  long  run  ? — Tes. 

10.231.  'The  second  part  of  your  argument  is  not 
contingent  upon  that,  and  I  should  not  think  it  would 
be  disputed  by  anybody  that  if  it  hinders  the  importa- 
tion of  bullion  from  England  which  would  otherwise 
have  taken  place  it  does  in  the  course  of  the  ensuing 
year  help  exchange  ? — Tes. 

10.232.  (Sir  Shapu/rji  Broaeha.)  Shall  I  help  you? 
In  1907,  when  the  crisis  came,  I  see  the  Mercantile 
Bank  asked  permission  to  withdraw  from  the  currency 
20,000?.  ?— Was  that  for  Ceylon  .P 

10.233.  Tou  ivrote,  "  Why  do  you  ask  ?  "  Tou  can 
take  it  from  me.  I  think  as  a  precaution  you  -wired  to 
Mr.  Baker,  and  Mr.  Baker  wired  back  to  yoii  not  to 
give  the  gold  unless  the  gold  was  for  internal  use,  and 
not  for  export,  if  I  have  the  correspondence  rightly  ? — 
My  recollection  is  that  one  of  the  banks,  it  may  have 
been  the  Mercantile  Bank,  asked  for  gold,  and  T  was 
aisked  to  ask  why.  I  did  what  I  was  told,  but  all 
the  time  I  expostulated,  and  I  said  it  was  very. wrong. 
It  does  not,  in  my  view,  matter  why  it  was  wanted.  I 
think  it  was  wanted  for  Ceylon,  and  I  wag  told  to 
refuse  it. 

10.234.  I  think  you  gave  an  order  and  the  order 
was  countermanded,  and  I  think  you  -wrote  and  said 
that  though  the  countermanding  of  the  order  had  come, 
still  they  could  take  that  amount  ? — It  is  possible  that  I 
took  the  responsibility  of  giving  it  and  then  asked 
for  confirmation  of  my  action,  thinking  it  could  not 
be  refused,  and  it  was  refused.  I  do  not  remember, 
but  it  may  be  so. 

10.235.  Then  at  that  time  there  were  4^  millions 
in  the  Currency  Department  in  gold  ? — Tes. 

10.236.  Tou  knew  the  crisis  of  exchange  was 
coming? — Tes. 

10.237.  Instead  of  following  your  advice  and  giving 
out  gold  as  much  as  was  wanted  without  asking  the 
reason,  supposing  you  had  put  that  gold  into  the 
Treasury  and  had  not  given  it  out,  would  not  that 
ii  millions  have  served  to  allay  the  panic  in  the 
exchange  if  you  had  only  given  that  gold  to  the 
expoi-ters  ?  But  as  it  happened  you  gave  away  the 
gold,  at  least,  you  practically  gave  the  gold,  to  Indians, 
and  the  result  was  that  no  gold  was  left  ?— I  agree 
to  some  extent  with  Mr.  Keynes.  I  think  we  took  the 
very  worst  possible  course,  which  was  to  give  it  to 
people  who  helped  exchange  least.  I  agree  with 
Mr.  Keynes  on  tlkt  point.  It  was  the  worst  course  we 
could  have  pursued. 

10.238.  And  in  the  time  of  crisis,  if  according  to 
your  advice  you  give  away  all  the  gold,  people  know 
that  there  is  only  10  annas  worth  in  the  i-upee,  and 
would  not  they  try  to  secure  the  substance  for  the 
shadow  ?— I  think  that  argument  can  be  pushed  too 
far.  There  is  a  certain  volume  of  currency  which  is 
required  to  sustain  the  par  which  you  are  on,  and 
it  is  really  unthinkable  that  a  very  large  quantity  of 
that  circulation  can  be  presented  for  encashment. 

10.239.  Tou  see,  much  gold  had  been  absorbed 
before  1907— from  1901  to  1907  ?— Tes. 

p-  10,240.  And  by  some  management  or  other  there 
was  only  4i  millions  left,  and  it  did  not  take  much 
time  for  people  te  take  it  away  ?— No.  If  your  point 
is  that  we  ought  to  hold  a  great  deal  I  am  entirely 
with  you,  but  if  you  talk  of  there  being  a  serious 
danger  of  the  whole  of  the  money  of  India  bemg 
presented  for  encashment  then  I  think  you  are  wrong, 

10.241.  The  working  of  the  Indian  mind  is  such 
that  on  the  least  alarm  it  -will  tender  rupees  if  gold  is 
18  procurable  ?— I  am  in  sympathy  with  a  great  deal 
of  your  view,  but  I  do  not  hold  it  to  the  extent  to 
which  you  put  it,  I  think. 

10.242.  (Chairman.)  Let  me  ask  a  question  which 
I  think  is  of  practical  importance  in  regard  to  the 
present  sitiiation.  In  what  you  have  said  you  say  you 
are  eventually  contemplating  a  much  larger  amount  of 
gold  being'  held  in  India  ? — Certainly. 
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10.243.  And  injf  the  meantime  you  have  only  a 
limited  quantity  of  gold  P — Tes. 

10.244.  Do  you  think  that  as  long  as  the  gold  is 
so  limited  it  is  wise  to  give  it  to  all-comers, at  a  crisis  ; 
or  while  your  reserves  are  inadequate  do  you  think  it 
would  be  better  to  use  it  only  for  the  purposes  which 
immediately  serve  the  maintenance  of  exchange? — I 
think  that  jsecomes  entirely  a  quantitative  question.  If 
the  amount  is  considerable,  I  would  far  rather  run  the 
risk  and  give  it  out  to  everybody.  If  the  amount  is 
clearly  insufficient,  whether  you  do  or  do  not  give  it 
out,  does  not,  I  think,  much  matter.  Tou  will  get  your 
crash.    ■  :    '  .     . 

10.245.  (Mr.  Gillan.)  Tou  tfould  like  to  have 
enough  gold  to  sell  for  all  purposes? — Tes  ;  I  agree 
with  a  good  deal  of  what  Sir  Shapurji  is  suggesting. 
I  think  you  create  a  certain  amount,  of  distrust  if, 
directly  anything  happens,  you  immediately  ship 
practically  all  the;  gold  you  hold  in  the  note  reserve 
to  be  drawn  on  in  London.  I  think  that  would  create 
a  want  of  copfidence.  That  is  the  argument  which  I 
am  putting  with  regard  to  that.  I  quite  agree  with 
Mr.  Keynes  that  it  does  not  act  on  the  spot  so  quickly 
as  selling  bills  on  a  central  reserve.  I  do  not  deny 
that  for  a  moment. 

10,246.  But  the  drain  for  these  internal  require- 
ments about  which  you  have  been  talking  might  be 
very  heavy  in  any  case.  I  mean  it  might  be  10  or 
15  millions? — But  why?  I  do  not  quite  see  why  it 
should. 

,  10,247.  Tou  think  it  would  not  get  to  that  ?— I  do 
not  see  why  it  should.  I  do  not  see  where  the  distrust 
should  arise.  That,  again,  depends  upon  hqw  much 
liquid  .gold  you  are  keeping.  If  you  are  keeping 
enough  to  meet  all  reasonable  contingencies,  I  do  not 
see  why  there  should  be  a  drain  upon  you. 

10.248.  Tou  gave  out  4|  millions  in  1907-8,  did 
not  you? — Tes.  I  have  not  verified  the  figures,;  I 
have  heard  thejfigures  given. 

10.249.  It  might  be  a  great  deal  more  than  that  ? 
— It  might  be. 

10.250.  I  mean  on  another  occasion  it  might  be 
that  a  great  deal  more  was  taken  out  ? — I  do  not  quite 
see  why. 

10.251.  (Mr.  Keynes.)  If  you  increase  the  taste  for 
gold  it  might.  In  1907  it  was  rather  the  beginning 
of  the  idea  of  using  gold  much  in  India.  There  has 
been  a  great  deal  of  progress  since  that  time  ? — I  hope 
so.  I  have  been  working  at  it  very  hard  since  aboi;it 
1901  or  before. 

■  10,252.  (Lord  Faher.)  But  the  volume  of  trade 
and  figures  generally  have  increased  so  enormously 
since  1907  that  I  think  you  would  have  to  be  prepared 
for  a  great  deal  more  than  4^  millions,  or  anything  of 
that  sort,?— I  should  like  to  see  an  amount  enormously 
more.  . 

10.253.  {Chairman.)  Perhaps  it  would  be  convenient 
if  at  this  moment  I  asked  you  to  turn  your  attention  to 
the  gold  resources  of  the  Government  of  India  ? 
—Tes. 

10.254.  There  is  fii-st  the  Gold  Standard  Eeseije. 
I  think  you  have  indicated  already  what  your  view 
about  it  is,  but  I  should  like  you  to  state  it  definitely 
to  us?— I  should  like  practically  the  whole  of  the 
Gold  Standard  Reserve  to  be  held  in  liquid  gold.  I  am 
not  speaking  of  all  eternity ;  a  point  comes  when  you 
would  net  require  so  much ;  but  at  present  I  would 
like  every  sovereign  to  be  in  liquid  gold.  Then  the 
.qivestion  arises  where  it  should  be  located. 

10.255.  Before  you  come  to  that,  just  let  me  ask 
you  this  :  would  you  under  present  circumstances  fix 
any  limit  to  the  growth  of  the  Gold  Standard  Eeserve  ? 
—Might  I  take  that  later,  because  I  was  going  to 
suggest  something  in  connection  with  possibly 
amalgamating  our  note  system  and  our  rupee  system 
which  would  touch  that  point;  but  taking  the 
immediate  position,  I  should  like  the  whole  to  be  held 
in  gold.  I  think  it  is  something  like  22  miUioi'S. 
Then  on  the  question  as  to  where  it  should  be  held, 
I  entirely  agree  with  the  view  which  I  think  has  been 
the  view  of  the  India  Office  and  of  Mr.  Keynes  that 
whatever  is  held  should  be  held  in  London  to  be  drawn 
on     My  objection  to   advocating  that  hitherto   has 


been  this :  We  all  know  that  England  is  the   gold 
market  for  the  world,  and  England  holds  extraprdina,rily 
little   gold,  something   like   37   millions.     It   is   very 
small  as  compared  to  what  other  people  hold..    If  we 
held  22  millions  in  practically  a  safe  deposit  in  the 
Bank  of  England,  and  that  amount  grew,  as  I  think  it 
should   grow,  to   something   like  40  millions,  then   I 
think  what  must  happen  is .  this  :  Instead  of  the  (/ity 
going  on   putting  its  house    into  order,  and  the  big 
bankers     keeping     a    larger    reserve    pi     cash    over 
liabilities,  and  rather  strengthening  our  gold  position, 
there  would  be  an  inevitable  disposition  to  say  :  "  Oh, 
"  well,  we  have  got  45  millions  of  Indian  gold  locked 
"  up  at  the  Bank  of  England,  and  we  need  not  bother 
"  very  much,  because  if  anything  very  serious  is  going 
"  to  happen  it  can  be  utilised."     I ,  put  that  argument 
in  very  high  quarters  to  a  friend  of  mine  in  the  City, 
and  I  think  when  Mr.  Cole  gave  evidence  here  that 
point  was  put  to  him,  and  he  rather  repudiated  it,  but, 
with  great  respect  to  wh^t  Mr.  Cole  said  then,,  I  do 
not  agree,  because  the  position  has  not  arisen,  and 
if  the  position  did ,  arise,  and   the  Indian  Gpvemment 
did  hold  this  enormous  sum  at  the  Bank  of  England, 
I  think  ifr  would  be  inevitable,  and  rightly  inevitable, 
that  it  should  be  utilised.     It  would  be  an  enormous 
safeguard  to,  England  and  to  the  Empire  if  anybody 
from  within  the  Empire  could  lend  that  money.     The 
Bank  of  France  lent,  I  think  it  was,  three ,  millions  to 
the  Bank  of  England  at  the  Baring  crisis.     If  we  had 
had  those  45  millions  then,  it  would  have  assisted  us 
very  much.     Therefore  I  have  always  said  that  I  wou^d 
rather  have  that  gold  held  in  India^  for  the  reason  only 
that  until  the  City  had.  put  itself  into  rather  a  stronger 
position  I  would  rather  the  gold  was  held  in  India,  so 
that  it  was  not  present  to  their  minds  that  they  had 
that  to  fall  back  upon — not  so   nearly;  but   I  have 
thought  it  over,  and  I  have  spoken  to  a  great  many 
friends  now  about  it,  and  they  declare  that  they  do  not 
think  it  would  make  much  difference,  ^nd,  that  being 
so,  I  am  in  accord  with  the  view  which  Mr.  Keynes 
would  put  and  the  India  Office   would  put,  that  tho 
,gold  should  lie  at  the  Bank  of  iBngland  rather  than  in 
India. 

10,266.  Of  course,  the  three  millions  which  the 
Bank  of  France  lent  was  not  in  London,  W9,s  it  ?^No, 
I  do  not  think  so. 

10.257.  It  was  not  because  it  happened  to  be  in 
London  at  the  moment  that  London  thought  of  having 
recourse  to  it? — No,  I  do  not  think  so,  but  I  believe 
the  relations  between  the  Bank  of  Prance  and  the 
Bank  of  England  are  generally  pretty  cordial. 

{Lord  Faher.)  The  Bank  of  Prance  discounted  bills 
for  England. 

10.258.  {Chairman.)  Just, as  we  should  hope  that 
the  relations  between  the  Imperial  Government  here 
and  the  Government  of  India  would  be  very  cordial  ?— 
Exactly. 

10.259.  The  point  of  my  question  being  that,  after 
all,  the  additional  security,  if  any,  which  you  get  by 
holding  gold  in  India  would  not  be  very  great?— No; 
that  is  why  I  have  altered  the  view  which  I  have 
g,ene?.-ally ,  held,  and  expressed  to  the  Government  of 
India — ^never  in  public,  but  in  minuting.  I  am  inclined 
to  thinji:  that  it  would  be  better  to  hold  that  gpld  in 
the  Bank  of  England. 

10.260.  Passing  then  from  the  question  of  the  loca- 
tion of  the  gold  in  the  reserve,  will  you  now  give  us 
your  views  about  the  two  reseryes  ?— On  the  question 
of  liquid  gold  as  against  securities,  may  I  just  make  a 
point  which  I  wish  to  make  about  that  ?  At  present 
the  traditional  policy  of  the  Secretary  of  State  Has 
been  to  hold  practically  nothing  in  hquid  gold— a  mere 
bagatelle  of  a  million  or  a  mUlion  and  a  quarter,  or 
somethiag  like  that.  He  holds  the  rest  in  secuiities, 
some  short-dated  and  some  long.  I  have  the  gi-eatest 
dislike  which  it  is  possible  to  state  to  that  policy, 
because  when  gold  is  wanted  what  you  are  doing  is 
creating  a  demand  for  it.  Tou  are  then  selling 
securities  and  you  are  demanding  gold,  whereas  if  you 
have  a  resei-voir  of  gold,  which  is  what  you  really  should 
have,  of  22  or  40  millions  sterling,  and  you  begin  to  turn 
the  tap  on,  it  is  exactly  like  turning  on  water  in  time  of 
di-ought ;  you  are  making  it  cheap  instead  of  raising 
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its  price  agaiast  youi-self,  and  therefore  to  hold  a 
small  amount  of  liquid  gold  and  ;i  very  large  amount 
of  securities  to  me  is  madness. 

10,261.  Tour  view,  I  undei-stand,  is  that  when  the 
time  comes  when  you  need  to  use  the  reserve,  that 
course  aggravates  the  crisis  which  the  resei-ve  is 
intended  to  avert  or  to  mitigate  ? — Yes  ;  and  I  should 
like  to  quote  from  what  the  Governor  of  the  Bank  of 
France,  M.  Pallain,  has  said.  What  has  been  generally 
said  is  :  "  Oh,  yes,  but  we  are  in  a  very  ticklish  posi- 
tion. Therefore  let  us  invest  our  reserve,"  but  that  is 
almost  the  same  as  saying,  when  a  bank  has  got  small 
till  money  against  a  large  liability,  "  Well,  it  had  much 
"  better  not  hold  that,  for  if  it  is  invested  it  will  grow 
"  bigger."  It  is  an  argument  really  of  that  nature. 
M.  Pallain,  the  Governor  of  the  Bank  of  France,  when 
that  very  question  was  put  to  him  about  investment 
before  the  National  Monetary  Commission  of  the 
States,  said :  "  It  is  true  France  holds  proportionately 
more  specie  than  any  other  country"  —  this  is  a 
little  condensed,  but  it  is  substantially  accurate — and 
he  goes  on  to  say :  "  If  it  held,  say,  two  milliards  less, 
"  and  so  obtained  80  to  100  millions  as  interest, 
"  it  would  lose  the  advantage  of  the  reduced  rates  of 
"  interest  which  the  character  and  extent  of  its 
"  reserves  enable  it  to  maintain,  and  also  the 
"  sentiment  of  absolute  security  and  financial  inde- 
"  pendence  in  a  crisis."  Then  he  added,  which  is 
very  interesting,  that  "  the  balance  of  payments  is 
always  in  favour  of  France.''  In  India  the  balance 
is  nearly  always  in  favour  of  India,  but  M.  Pallain 
maintains  that  view  even  in  France,  where  it  is  always 
in  favour  of  France. 

10.262.  (Mr.  Keynes.)  May  I  ask  whether  you  agree 
with  what  he  says  there  ?  It  strikes  me  as  most  dis- 
putable ? — Yes,  I  do. 

10.263.  And  it  seems  an  unlikely  statement  ? 
{Lord  Faber.)  You  mean  that  the  balance  is  always 

in  favour  of  France  ? 

10.264.  (Mr.  Keynes.)  Both  that  and  also  the  point 
that  the  steady  bank  rate  in  France  is  only  kept  up  by 
the  very  large  gold  reserve  which  they  keep  .'' — That 
is  in  document  No.  405,  page  217,  in  the  American 
Commission. 

10.265.  Yes,  I  know  that  view  is  expressed ;  but 
you  are  probably  aware  that  the  view  ordinarily  held 
is  that  the  reason  that  the  Bank  of  France  can  keep 
its  bank  rate  so  level  is  that  it  is  not  a  very  free 
market  for  gold  ? — I  am  afraid  I  deny  that.  The 
Bank  of  France  has  never  charged  a  premium  on 
redeeming  its  notes  in  gold,  and  I  believe  the  Bank  of 
France  has  never  refused  to  give  gold  for  export. 

10.266.  But  it  did  so  only  the  year  before  last.  There 
was  a  premium  of  three-quarters  per  cent,  in  1911, 
which  is  equal  to  about  3  per  cent,  on  the  bank  rate  ? — All 
I  can  say  is  that  I  am  quoting  the  Governor  of  the  Bank 
of  France,  and  he  says — this  was,  of  course,  in  1908 — 
"  The  bank  has  never  charged  a  premium  on  redeeming 
its  notes  in  gold." 

10.267.  (Lord  Faber.)  That  is,  notes  in  gold  ;  but 
if  you  went  to  France  and  tried  to  get  a  large  quantity 
of  gold,  unless  you  had  their  notes  you  would  not  get 
it.  They  would  put  every  difficulty  in  your  way  ? — 
I  know  that  is  stated,  but  unless  you  can  give  me  the 
very  clearest  proof  of  it  I  do  not  believe  it,  because 
it  is  said  of  Germany,  and  Gennany  has  categorically 
denied  it.  I  can  give  you  a  much  stronger  quotation 
from  the  Bank  of  Germany. 

10.268.  (Mr.  Keynes.)  I  think  it  is  well  known  that 
the  heads  of  these  banks  do  say  these  things,  but  it  is 
equally  well  known  that  they  are  not  quite  literally  the 
case  ? — 1  have  further  statements  of  responsible  officials. 
I  can  give  you  a  statement  of  Germany :  "  The 
"  Reichsbank  never  has  taken,  and  never  will  take,  any 
"  steps,  or  suggest  their  being  taken,  to  prevent  the 
"  export  of  gold,  and  considers  such  measures  absolutely 
"  wrong.  Some  banks  so  refused  for  wrongly  under- 
'■  stood  patriotic  reasons,  and  were  reproached  by  the 
"  Reichsbank,  which  expressed  the  wish  it  should  not 
"  happen  again."  That  is  a  statement  by  Von  Glase- 
napp,  the  vice-president  of  the  Reichsbank,  and  Von 
Lamm,  another  director ;  so  that,  so  far  as  my  infor- 
mation goes,  it  is  entirely  denied  by  the  great  banks. 


10,2i;9.  (Sir  Shapurji  Broacha.)  What  date  is  that  ? 
— I  am  quoting  from  a  document  of  1908. 

10.270.  (Mr.  Keyiies.)  You  would  not  find  any  non- 
official  authorities  in  this  country  to  bear  out  that 
view,  would  you  ? — I  do  not  know, 

10.271.  (Lm-d  Faber.)  Much  water  has  run  under 
the  bridges  financially  since  1 908  ? — Yes,  but  my  point 
rather  is  that  whether  they  do  it  or  not — and  they  say 
they  do  not  do  it — they  clearly  express  the  view  that  it  is 
wrong  to  do  it.  I  maintain  that — that  they  say  it 
is  wrong,  and  they  say  that  they  do  not  do  it.  I 
understand  that  some  of  you  gentlemen  say  they  do, 
but  my  point  remains  still  clear.  As  regards  the 
question  of  principle,  they  admit  that  it  is  wrong  to 
do  it. 

10.272.  (Chairman.)  You  did  not  have  occasion  to 
try  to  get  gold  in  France  yourself  in  the  early  part  of 
this  year  ? — No.  As  you  are  on  that  quotation  there 
is  another  point,  bvit  I  do  not  want  to  bother  you. 
This  was  said  by  one  of  the  directors  of  the  Deutsche 
Bank :  "  We  have  so  much  money  in  gold  in  ciroula- 
"  tion  and  in  the  pockets  of  our  people  that  there  is  no 
"  concern  over  the  small  cash  holding  in  the  banks,  as 
"  the  public  has  the  money  in  its  pockets.  Our 
"  strength  is  in  our  Reichsbank." 

10.273.  (Mr.  Keynes.)  What  is  the  date  of  that  ?— 
That  is  from  the  same  document,  document  No.  405 
of  the  Monetary  Commission. 

10.274.  You  are  aware  that  since  then  the  Reichs- 
bank has  deliberately  reversed  that  policy  ? — No,  I  am 
not.  The  Dresdner  Bank  says  the  same  thing,  that 
they  hold  a  great  deal  of  gold  in  their  pockets ;  and 
Dr.  Salomonsola  of  the  Disconto  G«sellsohaft  estimated 
the  gold  reserve  in  the  pockets  of  the  people  at  four 
thousand  million  marks,  and  went  on  to  say,  "It  is 
"  more  satisfactory  to  have  a  resei-ve  can-ied  by  the 
"  people  than  the  banks." 

10.275.  You  are  aware  that  when  the  Reichsbank 
was  started  there  was  a  deliberate  prohibition  of 
notes  under  5?.  in  order  to  get  gold  into  circulation 
after  the  manner  which  you  have  described  ? — That 
might  be. 

10.276.  But  at  the  last  revision  of  the  Bank  Act 
that  was  deliberately  altered ;  small  notes  were  intro- 
duced, and  since  then  the  amount  of  small  notes  which 
may  be  issued  has  very  greatly  increased,  the  autho- 
rities of  the  Reichsbank  deliberately  saying  that  they 
do  this  in  order  to  get  gold  out  of  the  pockets  of  the 
people  into  their  own  reserves.  What  you  were  stating 
was  the  policy  of  the  Reichsbank  from  its  foimdation 
up  to  some  time  about  five  years  ago,  but  they  have 
altered  their  opinion  since  tluit  time  ? — I  take  it  from 
you.  I  am  only  speaking  on  the  information  I  have 
myself.* 

10.277.  (Chairman.)  Let  us  revert  to  the  Indian 
case.  I  had  a3ked  you  to  give  us  your' views  as  regards 
the  two  reserves  generally  ? — Yes.  For  a  long  time  I 
have  been  wanting  to  suggest  to  the  Government  of 
India — but  having  left  India  now  one's  interest  has 
waned  a  little — that  it  would  be  worth  consideiing  the 
question  of  amalgamating  our  currency  note  system 
and  our  ordinary  currency  system.  At  present  our 
rupee  is  really  a  note  printed  in  silver  and  our  note  is 
a  note  printed  in  paper.  We  are  undertaking  the 
hability  to  preserve  the  whole  on  a  parity  with  gold 
at  Is.  4d.  By  way  of  taking  a  figure  as  an  illustration, 
supposing  we  will  say  there  are  180  crores  of  silver  in 
circulation  and  60  crores  of  notes  in  circulation.  I 
should  be  rather  inclined  to  look  at  the  question :  how 
much  gold  should  we  hold  against  the  two  together, 
against  the  180  crores  in  silver  notes  and  60  crores  in 
paper  notes;  and  do  away  with  the  Gold  Standard 
Reserve.     To  take  a  figure  by  way  of  illustration,  say 

•  1  do  not  admit  the  relevancy  of  this  argument.  The 
(^erman  note  issue  system  i.s  in  effect  a  hard  money  system. 
A  gold  note  is  therefore  in  effect  pretty  nearly  a  -iafe  deposit 
receipt.  lam  not  ai-uing— and  T  do  not  believe  -that  a  20-mark 
piece  IS  bettCT  in  circulation  than  a  note  for  20  marlvs  against 
which  the  whole  or  nearly  the  whole  is  held  in  gold  in  the 
Keiohsbank.  On  the  contiai^— with  Lord  Goschen— I  prefer 
such  a  system,  but  1  maintain  that  the  best  Continental 
opinion- German,  Austrian,  and  Russian— is  with  me  in 
hoWing  that  a  gold  currency  is  a  line  of  defence  ag.iinst  an 
untavourable  balance  of  trade. 
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that  we  hold  25  crores  of  gold  against  the  180  orores 
of  silver,  and  say  w%  hold  15  crores  of  gold  against 
the  60  orores  of  notes,  as  a  fact — ^I  am  assuming  that 
at  the  moment — ^that  would  be  40  crores.  Then  what 
I  would  suggest  is  some  plan  of  this  kind  :  for  every 
rupee  we  issue  we  keep  the  same  proportion  of  gold, 
25  to  180,  or  whatever  is  fixed,  and  similarly  for  what- 
ever notes  we  issue  we  keep  the  same  proportion  of 
gold,  i.e.,  15i  to  60.  That  is  the  sort  of  system  I 
would  prefer,  I  think,  to  see  introduced  by  the 
Government  of  India.  I  do  not  know  whether  I  have 
made  it  quite  clear  ? 

10.278.  Yes,  I  think  so?— The  question  of  the 
surplus  which  they  might  hold  would  be  separate.  I 
refer  to  the  silver  held  to  ensure  the  encashment  of 
notes  in  silver  when  preferred,  and  the  holding  of 
commercial  bills  or  securities  against  the  silver  and 
note  issues. 

10.279.  I  think  it  is  a  somewhat  practical  matter, 
though  it  may  look  rather  theoretical.  Do  you 
consider  that  the  amount  of  the  Gold  Standard 
Reserve  is  conditioned  by  the  amount  of  token  money 
in  circulation  in  India,  or  is  it  conditioned  rather — I 
will  not  say  exclusively  in  either  case — by  the  course 
of  the  Indian  trade  ? — I  do  not  think  you  can  very  well 
dissociate  the  two,  but  I  would  say  that  theoretically 
there  is  a  certain  volume  of  circulation  which  has  to  be 
in  existence  to  keep  the  parity  of  prices  at  Is.  4(£.  for 
gold  and  silver.  WiU  you  assume  for  a  moment  that  at 
present  that  is  180  crores.  Now,  ordinarily  speaking, 
as  long  as  that  parity  holds  you  would  not  require 
anything  behirid  it,  but  if  the  value  of  gold  should 
rise  in  terms  of  commodities,  you  may  require  some- 
thing behind  those  180  crores.  Also  there  will  be 
certain  seasons  when  you  sometimes  require  a  little 
more  or  a  little  less  ;  in  other  words,  the  amount  really 
that  should  be  behind  that  180  crores  need  be  very 
small,  assuming  no  serious  changes  in  the  value  of 
gold.  I  am  not  an  advocate  of  it  being  very  small, 
because  I  take  no  risks,  and  that  is  why  I  mention  as 
an  illustration  the  figure  of  something  Kke  25  crores. 

10.280.  Am  I  to  understand  that  youi-  view  of  the 
Gold  Standard  Reserve  is  that  it  should  be  regulated 
on  the  same  principles  on  which  yon  regulate,  say,  the 
stock  of  gold  which  you  hold  for  encashment  on  bank 
notes  here  ? — ^Tes,  I  would  let  it  stand  simply  on  its 
own  feet — ^that  India  has  enough  gold  to  back  its 
silver  and  notes. 

10.281.  But  India  would  have  to  get  enough  gold 
to  meet  any  influx  of  token  money  in  the  shape  of 
notes  or  rupees  into  the  treasuries  ? — Tes. 

10.282.  And  you  would  leave  a  sum  sufficient  to  be 
on  the  safe  side,  but  not  more  than  is  required  for  that 
purpose  ? — Yes.  The  question  which  ai-ises  as  regards 
the  balance  of  trade  is  rather  different.  When  you 
have  a  currency  and  a  certain  equilibrium  of  prices,  it 
does  not  very  much  matter  theoretically  whether  the 
currency  is  made  of  bone  or  what  it  is  made  of ;  the 
danger  arises  when  there  is  an  adverse  balance  of  trade 
and  you  have  to  export,  I  do  not  propose  to  go  into 
the  further  questions  which  ai-ise  and  the  necessary 
readjustments  of  the  exchanges  and  prices. 

10.283.  {Mr.  Keynes.)  Are  you  advocating  that  gold 
should  be  kept  for  the  redemption  of  rupees  when  the 
gold  is  not  wanted  for  export  at  all,  and  there  is  no 
imfavourable  balance  of  trade?— Yes,  I  was  saying 
that  I  should  treat  the  rupee  as  exactly  in  the  same 
position  as  the  currency  note.  It  is  a  note  which  is 
printed  in  silver. 

10.284.  Is  not  that  a  purely  wasteful  practice,  and 
of  no  use  to  anybody  ?— No,  I  think  not,  because  there 
is  the  danger  in  having  180  crores  of  rupees  current 
at  a  value  in  excess  of  their  intrinsic  value. 

10.285.  Apart  from  the  question  of  an  adverse 
balance  of  trade  and  the  exchanges  is  there  ?— Yes. 

10.286.  I  thought  you  were  suggesting  that  such 
facilities  should  be  given  to  exchange  rupees  into 
sovereigns  in  India  merely  to  satisfy  somebody  s  whim 
to  have  sovereigns  rather  than  rupees,  and  not  to 
satisfy  the  adverse  balance  of  trade  by  the  export  ot 
gold?— No.  ,  ,    , 

10  287.  You  do  not  think  that  gold  is  only  wanted 
for  the  purposes  of  export  ?— No.  Assuming  you 
have  certain  counters  which  produce  a  certain  price 


between  the  counters  and  the  commodities,  if  there 
is  a  change  in  prices  due  to  change  in  methods  of 
business  or  a  rise  in  the  value  of  gold,  you  will  require 
less  of  those  counters.  If  those  counters  are  bone  you 
cannot  reduce  them.  I  mean  if  the  counters  are  of  no 
intrinsic  value  you  cannot  reduce  them ;  they  have  a 
tendency  to  stick.  You  cannot  reduce  token  currency, 
in  other  words,  in  the  way  that  you  can  reduce  a  fvdl 
value  currency,  which  goes  away  until  a  near  equilibrium 
is  established. 

10.288.  If  you  redeem  rupees  for  sovereigns  and  the 
sovereigns  are  kept  in  the  country  and  not  exported, 
the  volume  of  currency  is  exactly  the  same  as  it  was 
previously  ?--Yes. 

10.289.  Therefore  there  is  no  effect  on  prices  ? — ■ 
But  they  may  present  more  counters  than  you  have 
gold  behind.  My  point  is  that  a  full  value  currency 
seeks  its  own  level,  but  a  token  currency  cannot  be 
contracted. 

10.290.  But  whether  they  do  or  not,  the  question 
of  whether  you  can  redeem  them  in  sovereigns  or  not 
does  not  afOect  how  much  currency  there  will  be  out, 
and,  therefore,  does  not  affect  prices  ? — Surely  that 
again  is  the  question.  My  point  is  that  you  require  a 
certain  volume  of  currency  in  India  to  sustain  the 
parity  of  prices  at  the  par  which  you  have  got  of  Is.  4d. 
and  if  you  have  got  to  export — if  the  change  is  such 
that  the  currency  must  be  contracted,  you  cannot 
contract  a  token  currency  (except  by  destruction). 

10.291.  There  I  agree,  but  I  thought  you  were 
saying  that  you  wanted  facilities  for  the  exchange  of 
rupees  into  sovereigns  when  sovereigns  were  not  wanted 
for  export.  That  is  what  set  me  oft"  upon  the  other 
argument  ? — No,  my  view  as  regards  that  would  be 
rather  different.  I  maintain  that  it  is  better  to  have  a 
gold  currency  for  India  because  at  present  gold  is 
too  plentiful.  What  happens  with  extra  supplies  of 
gold  is  that  instead  of  the  gold  being  used  through- 
out to  keep  a  certaia  par  of  prices,  we  have  used  the 
counters,  whereas  if  gold  had  been  used  both  in  England 
and  in  India  there  would  have  been  a  greater  demand 
for  gold,  and  that  would  have  given  a  different  range 
of  prices,  and  would  have  been  better  for  the  world. 
Instead  of  the  high  prices  from  which  we  have  been 
suffering,  we  should  have  had  lower  prices,  because 
there  would  have  been  a  greater  use  for  gold. 

10.292.  But  it  would  have  been  rather  expensive 
for 'India.  I  agree  that  it  would  have  been  of  advan- 
tage to  the  world  ? — I  think  India  would  prefer  it  to 
the  present  system.  At  present  the  position  is  that  the 
Secretary  of  State  has  got  about  a  million  and  a  half 
in  liquid  gold  against  these  huge  liabilities.  India 
would  infinitely  prefer  to  have  the  gold  current. 

10.293.  {GhairmoM.)  You  do  not  base  your  whole 
argument  on  the  small  amount  of  liquid  gold  which  at 
present  exists  in  the  reserve  ? — No. 

10.294.  Assume  that  the  proposals  which  you  have 
made  in  that  respect  are  carried  out,  and  that  some- 
thing of  the  kind,  is  done,  and  that  the  amount  of 
liquid  gold  is  very  largely  increased  ? — The  point  I  was 
just  putting  to  Mr.  Keynes  was  that  I  would  rather 
see  a  gold  currency  in  India  because  of  the  fact  that 
gold  has  been  very  plentiful  of  late,  and  it  has  been  a 
disadvantage  to  the  world  that  the  supply  of  gold  has 
been  so  large  and  has  not  been  utilised.  I  would 
rather  have  it  spread  over  a  greater  area. 

10.295.  Apart  from  that  general  world  interest,  in 
which  in  your  view  India  shares,  do  you  see  any  special 
advantage  to  India  in  other  directions  m  establishing  a 
larce  gold  currency  ? — Yes,  I  do  not  think  India  can 
very  easily  skip  the  stage  of  a  gold  currency.  What 
happens  in  the  world  in  currencies  is  that  each  nation 
begins  to  use  the  currency  which  is  useful  for  its  units 
of  tmnsaction.  It  begins  with  copper  or  iron  or  some- 
thing of  that  sort.  Then  as  a  country  becomes  wealthier 
it  uses  silver,  which  is  a  bigger  unit ;  as  it  becomes  a 
little  more  wealthy  the  unit  rises,  or  there  is  a  larger 
unit,  and  it  begins  to  use  gold ;  and  I  see  no  reason 
why  we  should  seek  to  arrest  the  natural  course  of 
events  in  India.  For  large  units  gold  is  more  convenient 
and  more  portable. 

10.296.  Is  your  historical  view  quite  universally 
correct  ?  Assuming  that  it  is  true  of  the  past,  before 
private  credit  had  been  developed  as  it  has  been,  do 


72 


EOYAL   COMMISSION    ON    INDIAN   FINANCE   AND   CURRENCY  : 


.31  October  1913.] 


Mr.  F.  C.  Haebison,  c.s.i.. 


[Continued. 


you  think  that  the  younger,  nations^— take  Cajvada,  for 
instance — are  following  aU  the  stages  which  the  old 
world  ,wt!nt  through  ? — No. 

,  ,  10,297.  Are  they  not  rather  taking  advantage,  of 
the  expeiience  of  the  convenience  of  a  paper  currency 
to  what  you  call  skip  the  gold  stage? — Tes,  I  admit 
ihat  Canada  is  a  very  excellent  instance  against  my 
argument,  but.  I  do  not  think  that  that  is  tnie  broadly 
of  the  world.  I  do  not  think  it  is  true  of :  France, 
Germany,  Austria,  or  Russia.  /,      _  '  ' 

10,298.  (Jlfr,  Keynes.)  By  u§ing  gold,  do  you  mean 
using  gold  as  the  predominant  medium  of  exchange  ? — ■ 
i  rather  put  it  as  using  gold  when  they  want  it ;  that 
is  to  say,  when  they  find  for  their  unit  of  payment  it  is 
convenient  to  use  a  thing  which  is  of  higher  value  than 
silver,  they  use  it. 
'  10,299.  Would  you  maintain  that  any  of  the 
countries  which  you  have  named  have  ever  'used  gold 
as  the  predominant,  medium  of  exchange  ?  Tou  may 
say  that  they  have  used  as  much  as  they  want ;  but 
that,  in  point  of  fact,  they  have  not  wanted  it.  Which 
of  those  countries  would  you  say  has  ever  used  gold 
predominantly  ? — The  gold  in  France,  according  to 
Monsieur  Paljain,  was  between  five  and  six  milliards  of 
francs,  of  which  the  bank  then  held  3J  milliards  andthe 
rest  was  in  the  pocketsof  the  people  ;  so  I  would  have 
said  of  France  that  France  has  a  very  lai-ge  gold  circu- 
lation. 

10.300.  France  has  a  gold  eirculatiou  P-T-Ifr  has  a 
very  large  gold  cir'culation. 

10.301.  It  has  a  large  gold  circulation,  but,  even  in 
France,  it  has  never  been  the  predominant  medium  of 
exchange? — Naturally,  because  it  is  a  question  of  the 
parities  fixed  by  Grovemment  between  gold  and  silver. 
From,  I  suppose,  the  middle  ages,  the  parity  between 
gold  and  silyer  has  been  continually  altering  to  the 
detriment  of  silver,  and  as  the  cheaper  metal  drives  out 
the  worse,  from  about  then  until  1870  people  have 
used  silver.     That  was  the  reason  for  that. 

10.302.  That  was  the  reason,  no  doubt;  but  the 
fact  was  that  they  did  iise  predominantly  notes  and 
silver.  If  you  turn  to  other  countries,  such  as  Germany, 
Austria,  and  Russia,  which  of  those  has  ever  used  gold 
much  ? — I  beHeve  Germany  uses  a  good  deal.  I  believe, 
in  1907,  the  Reichs^ank  held  95^  million  dollars  in 
German  gold  coin.  Austria  and  Rusia  have  also  held 
considerable,  amounts. 

10.303.  In  reserve  ? — Yes ;  and  as  I  read  to  you 
just  now,  some  of  these  authorities;  have  an  immense 
belief  in  holding  gold.  ' 

■  10,304.  {Chairman.}  Ai-e  you  not  at  the  present 
time  a  little  conftising  gold  held  in  resex"ve — held  by  a 
central  bank  reserve — ^with  gold  as  a  medium  of  daily 
currency? — No;  1  was  using  that  merely  as  an  illustration 
showing  that  there  is  a  good  deal  of  (Geiinan  gold  coin 
in  existence,  and  for  the  moment 'the  only  figure  upon 
whiijh  1  can  put  my  finger — the  only  one  of  substantial 
amount — is  the  one  in  the  bank. 

10,305.  None  of  us  doubt  that  for  a  moment,  but 
the  question  is  whether  th^  gold  is  the  main  medium  of 
circulation  ? —  My  answer  would-  be  that  the  fact  of 
these  reserves .  being  largely  held  ia  German  and 
Austrian  and  Russia/U  coin  points  to  these  countries 
having  gold  in  circulation,  otherwise  they  would 
consist  of  foreign  coin  or  bullion.  It  is  a  very  difficult 
thing  to  do  to  cpunt  the  money  in  circulation,  so  that 
I  can  only  put  my,  finger  on  this  gold  coin  held  by 
the  bank;  and  I  merely  give  this  as  an  illustration 
showing  that  as  it  is  held  in  the  banks  the  assumption, 
it  appears,  is  that  it.  is  held  elsewhere.  That  is  what 
I  meant.  For;  instance,  Russia  held  12  raillions  in 
1897  of  new  gold  of  their  own  coin.  I  am  merely 
giving  those  as  illustrations  that  gold  coin  exists  in 
those  countries,  and  I  -presume  if  it  exists  inside  the, 
banks  it  exists  outside  the  banks;  - 

10,306.  I  do  not  think,  that  we-  need  go  into  that 
any  further  ? — It  was  merely  that  I  wanted  to  say  that 
I  do  not  admit  the  position  that  the  great  countries  of 
tire  world  do  not  see  the  advantage  of  having  ;gold  in 
circulation.  In  fact,  I  entirely  deny  it.  I  admit  that 
Canada-is  an  exception.  ,--  -  -  . 
-  10,307.  I  am  not  quite,; clear  al^out  the  ultimate 
object  in  view  in  the  proposal, which  you  suggested  for 
the    amalgamation  of  the  two   reserves  ? — Because   I 


think  it  is,  roughly  speaking,  the  same  liability,,  I 
do  not  see  why,  you. ^hpuld  have  one  system  Jf pi;  the 
note  issue  and  another  system  for  the  -silvei;  issue.  '    , 

10,308. ;  At  the  preseait  time  the  note  issue ,  is 
redeemable  in  mpees  ? — Tes.  We  give  gold  also  for  it 
if  it  is  asked  for,  but  we  do  not  commit  ourselves. 

10.309.  Are  you  looking  forward  to 'a  time  when 
the  Government  could 'undertake,  the  obligations  to 
redeem  the  notes'  in  gold  ?^— Yes,  I  should  like  to  see 
the  -Government  do  that.'   >''-'- 

10.310.  ,(Jf7-.  Keynes.)  And.eit  .tHe  sairie  titoe  main- 
tain its  preseiit  6bliga,tion  to  "redeem  thein  in  .silver  as 
well? — ^Yes,  both.  '    •        '    ' 

10.311.  So  that  you  would  have  to  keep  a  resei've 
twice  as  big  ? — Not  necessarily  at  all.  Tou  have  to 
estimate  what  the  demands  are  likely  to  be. 

,  10,312.  It  would  mean  keeping  a  larger  reserve?— 
Ton  have  already  a  very  large  reserve  which  you  are 
holding  fox"  exchange  purposes  at  home. 

.  10j313.  (Chairman,)  In  regard  to  the  Gold  Standard 
Reserve  as , it  at  present  exists,  have  you  any  observa- 
tions to  make  upon  holding  silveir  in  the  Indian  branch 
of  it? — I  think  I,  would,  i-ather.  that  it  was  not  held 
there.  In  the  first  place  I  think  it  is  a  wrong  entiy. 
When  you  are  holding  gold ,  against  a  token  rupee,  it 
seems  to  me  to  be  wrpng  to  hold  in  your  gold  reserve 
six  millions  of  token- riipees  against  a  token  rupee. 
Secondly,  it  is  also-T,:Which  is ,  a  smaller  ■  points—very 
wrong  in  accounting,  because  the  six  millions  of  rupees 
which  you  have  not  issiied  should  be  entered  in  your 
balance  sheet  as  bullipn.  Until  you  have  succeeded  in 
issuing  them  at  your  parity  of  Is.  4d.,  they' are 'simply 
silver,  and  that  sJK,millions  really  should  be  counted  as 
about  four  millions,  say.  ,  But  I  look  upon  that  as  a  sort 
of  counsel  of  perfection..  I  do  not  think  it  matters  a 
great  deal.  So  long  as  you  hold  in  the  Gold  Standard 
Reserve  a  great  deal  more  than  you  ever  require,  there 
is  not  much  ha;rm  in  holding  six' crores  of  rupees,- or 
anything  else;  but  it  is , surplusage  from  this  point  of 
view.  ,        ; 

10,314.  Npw,  I  would  like  you  to  turn  your  atten- 
tion to  the  paper  currency  circulation  and  .reserve  to 
ask  you  for  general 'observations  which  you  wish  to 
make  upon  that,  and  in  particular  to  ask  yom-  opinion 
as  to  whether  any  greater  elasticity  is  needed  in  that 
circulation  than  at  present  exists  ? — ^I  think  it  would 
be  very  desirably.  At  present  we  keep  a  small  amount 
of  securities,  about  14  crores,  and  the  rest  is  held  in 
hard' cash.  I  think  we  might  keep  a  good -deal -less 
in  hard  tsash ;  but  tp^  me^t  youi-  point  as  regards 
elasticity,  I  think  it  would,  be  very  desirable  if  we 
could  do  spjn.ethiug  to-, increase. the  volume  of  our  note 
circulation,  in,  fact,  , the  volume  of  om-  cuiTency,'at 
times  of  active  trade.  In  some  of  the  notes  which 
I  wrote 'for -the  Government  of  India  some  years  ago 
I  made  some  tentative  s.uggestions.  There  is  oneform 
iu  which  I  think  we  might  do  something.  -  At  present 
pur;methpd  pf  managing  our  cash  balance  is  after  this 
fashion.  Supposing  an  up-country  treasury  hasVto 
pay  five  lakhs,  of  rupeess  then  it  indents  upon  the 
Gomptrpller-General  — upon  us — saying  it  ,wants  to 
make  five  lakhs  of  ^paypients  which  it  cannot  make ; 
it  is  deficient- to,  that  extent.  •  Then  we  say,  yery 
much. as  a  casljier  .sa,ys,  "How  will  you  have  it?" 
and  they  say,  "  "VVelli.  we  want  five  lakhs;;  we  could 
paya  lakh  ,of  rupees  in -notes  and  tjhe  rest  in  cash." 
It  is  very  possible  that  that  treasury  might 'be  able  to 
make  abigger  payment  in  not^s,  but  it  is  not  going  to 
take  the  responsibility  pf  saying  so  because  it  might 
^hen  be  caught  shoi;t  pf  i-upees.  Everybody  wiU  take 
a  rupee  up  country.  Let- us  assume  that  it  could 
tave  made  payment  of  a  lakh  and  a  half  ia  notes 
instead  of  a  lakh.  :If  ^Jieeurrency  department  iutiiftes 
pf  aotiye  trade  issued-  notes  to  the  treasuiy— to  the  cash 
balances— we  could  then,  send  them  up  countiy  and  say, 
",I  -willsend  you  1^  lakhs  in  notes,  and  the  rest  in 
rupees."  If  they  find, that  the  public  will,  take  that 
extra  half  a  lakh  they  wiU  be  economisiag  half  a  lakh 
of  silver,  and  that  will,  of  course,  be  available  some- 
■where  else.,.  Broadly  speaking,  my  idea  is  that  as  you 
require  &  laxgej;  nu,r^her..pf  counters  in  times  of  active 
trade  than  in  Umes  of  (dijll,tijs,d,e  i^sanight  bepossible 
through  our  treasuries  for  us  to  put  into  cu-culation  a 
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greater  number  of  uncovered  note^  at  that  time  and 
tetire  them  when  the^train  decreased.  I  thought  some- 
thing of  that  kind  Mght  bfe  worked  out ;  ajid  it  is  for  one 
of  those  reasons  that  I  would  like,  if  possible,  gradually 
to  get  to  a  system  hy  which  our  treasuries  are  worked 
by  the  banks.  If  we  took  a  share  in  the  Presidency 
banks,  the  first  thing  I  should  like  to  see  would  be  for 
our  Government  treasuries  to  be  put  under  the  Presi- 
dency banks.  PossiMy  at  first  they  would  work  them 
like  a  working  company  operates  a  railway  company. 
Directly  they  do  that  and  there  are  suitable  arrange- 
ments about  the '  sharing  of  the  profits  between  the 
banks  and  the  State,  you  can  put  your  paper  biu:rency 
in  their  hands.  I  think  if  banks  worked  our  treasuries 
in  course  of  time  we  should  probably  get  a  large  exten- 
sion of  our  note  issues,  because  I  quite  agree  with  what 
I  think  would  be  Mr.  Keynes's,  vie\y,  and  I  think 
is  the  view  of  most,  of.  us,  that  theoretically  and 
eventually  I  should  like  to  see  a  large  circulation  in  India 
of  paper  very  much  as  you  are  eeeing  in  Canada.  (But 
ilot  bn  the  Canadian  systein.) ,  I  think  that  is  the  ideal 
that'ivve  are  all  aiming  at..  I  am  only  questioning  the 
times  and  the  hurdles  which  youliave  to.  jump,  so  to 
speak,  before  you  getto  this  state  of  things. 

i0,3i5.  Dp  you  thiik  that  the  G-ovemnient  of  India 
h4s  e'^er  had  a  consistent  and  persistent  policy  on  this 
subject? — ^I  think  the  first  time  that  this  was  ever 
suggested  was  when  I  suggested'  it  verbally  about 
W  years  ago;  and  the  last  time'when  I  made  a  ten- 
tative fliention  of  this  was. in  a  note,,!  think,  in  1909. 

{Mr.  Gilla'ii.)  May  I  ask,  Mr.  Chairman,  whether 
you  mean  the: elasticity  or  the'.general  encouragement? 

{Chairman.)  I  ttiealit  the'  general  encouragement.   ' 
,    (Witness.)  I  thought  you  meant  the  elasticity. 
'    10,316.  No,  I  raeant  the- general  encouragement  of 
a' note  issue? — ^^e  have  taken  an  kifiiiite  amount  of 
ttouble,  aiid  we  have  doubled  or  trebled  om-  circulation 
of  notes,  I  should  think.  .  ' 

,-  10,31T.  It  has  grown  very  much,  but'has  that  been 
the  result  of  a  definite  policy,  or  partially  the  result  of 
i' definite  policy,  by  the  Indian  Government  ?—Tes, 
before  about  1904— when  did  we  make  the  five-rupee 
note  universal,  do  you  remember,  ^r  Ja,ihes  Begbie  ? 

'  10,318.'  {Sir  James  BegUe.)  In  1905,  I  think  ?-- 
Up  to  '1905  otu-  niote-  circulation  system  was  m 
sorts  of  compartments.  There  were  about  five  or 
six' cii^cles  which  issued  their  own  notes.  I  think  in 
1900—1  forget  how  it  arose— the  Government  of 
India  wrote  ground  to  ill  of  us  to,'  make  certain 
suggestions'.  I  forget'  wieth^r'  it  was  in  connection 
with  gold,  or  what  it  was,  '  I  then,  wrote  a  long  note 
suggesting  that  we  should  try  to  increase  our  paper " 
currency  by  making  the  five-tupee  note  and  the  10-rupee 
note  universal 'and  allowing  them  to  be  cashed  by  all  the 
Circles  throughout  India.  That  was  carried,  oddly 
enough,  in  the  teeth  of  the  opposition  of  the  Bank  of 
Bengal  and  of  the  then  ComptroUer-General.  Sir 
Bdwai-d  Law  got  frightened  in  the  end  and:  only. uni- 
veraalised  the  five-rupee  note.  Then  in  1909,  as  soon 
as  I  got  an  opportunity,  when  I  was  in  a  position  of 
more-  authority,  I  again'  made,  the  suggestion  and  said  : 
"Let  us  how  be  much,  bolder  aiid  take  up  to  the 
100-rupee  note."  ' 

■  10,319.  (Chairman.)  That  has  been  don??— Xes. 
It  was  originally  agreed  to  take  up  to  the  50-rupee  note 
by  the  Secretary  of  State,  but  he  allowed  uS  .pOwer, 
if  we  found  it  a  success,  of  including  the  100-rapee 
iiote,  and  1  think  in  a  few  months— six  months  or  a 
yeai.^-5re--univei's&,lised  the- 100-rupee  note,  and  this 
has  had  the  effect  of  very  largely  increasing  our  note 

circtdation.  \t,j.i.^\ 

-'•  10,320.  Would  you  be  inclined  to  catry  that  turtlier 
now?— Not  further  as  regards  higher  denominations 
Of  notes,  but  I  would,  carry  it  further  by  miiltiplymg 
the  numbers  of  cashing  centres. 

10,321.  Have  you  anything  to  say  s;^eciaUy.  on 
the  question  of  not, uniVersaHsing,  large  notes  .-'—les; 
just  at  this  point  perhaps  it  would  be  apropos  ot  what 
toight  haVe  been  iniyour  mind  in  saying,  "  Would  you 
be  inclined  to  carry  that  further  "  ?  ;The  reason  *hy 
we  prefer  In  India  to 'keep  the  50ff-rupee  note,  and  the 
1,000-rupee  note,  and  the  10,000-rupee  note  separate 
is  that  they  are  really  media  for  remittances,     It  we 


made  them  universal,  it  would  simply  mean  that  a 
trader  who  wanted  to  take  five  or  ten  lakhs  up  country 
would  simply  take  10,000-rupee  notes  out  of  our  offices 
in  Bombay  and  present  them  up  country,  or  across  the 
Continent,  far  encashment.  That  is  putting  upon  the 
Government  the  cost  of  moving  trade  money.  Now 
Government  has  to  do  this,  to  a  certain  extent,  owing 
to  our  having  on  our  own  account  to  bring  money 
backwards  ■  and  forwards  throughout  India,  and  from 
our  various  treasuries ;  so,  as  we  have  to  do  it,  and  some- 
times our  interests  coincide  with  those  of  the  merchants 
and  the  bankers,' we  do,  therefore,  a  certain  amount 
of  this  business,  giving  them  money  up  country  and 
taking  it  in  centres  axid. vice  versa.  It  is  much  more 
convenient  for  us  to  extend  .this  system  than  univer- 
salise  very  large  notes,  because  we  then  know  where 
we  are.  If  you  govern  the  large  movements  of  money, 
and  people  come  to  yoii  and  say,  "We  will  come  to 
ypa  for  one-sixteenth  or  three-eighths,"  we  know 
then  where  we  are,  and  we  can  place  our  money, 
whereas  if  we  allow  them  to  do  this  by  these  large 
denoihinations  of  notes,'  we  do  not  know  where  we  are. 
It  is  bad  for  the  country,  because  we  have  to  keep  our 
reserves  dissipated;  I  do,  not  know  whether  I  have 
made  it  clear.  ..  ■ 

10.322.  Yes.'  Then  I  think' we  can  now  turn  to.^ the 
question  of  the'charaeter  of  the  gold  currency.  Perhaps 
that  shouid.be  preceded  by  another  question:  Do  you 
favour  the  opening' of  a  mint  .in  India  for  the  coinage 
of '-gold  ? — I  would  prefer  it,  because  I  prefer,  a  10-rupee 
piece  to  coining  the  sovereign,  my  main  reason  being 
that -a  10-rupee  piece  is  a  more  convenient  unit  than 
a  15-rupee  piece;  and  my  second  reason  is  that  the 
wear  of  gold  coin  in  the  world  is  much  greater'  in 
the  west  than  it  is  in  the  east,  and  there  would  be  a 
danger  of  our  being  shot  in  India,  so  to  speak,  with 
the  light  sovereigns  and  half-sovereigns  of  the  west, 
whereas  in  India  the  wearage  is  very  very  slow.  The 
wearage  of  silver  in  India  as  compared  with  silver  in 
the  world  is  about  one-third  of  the  rate.  As  a  sovereign 
wears  at  a  much  slower  rate  than  silver,  and  as  the 
gold  would  be  much  less  '  Used,  and  would  change 
hands  much  less  ofteti,  you-  may  say  that  the  honest 
wear  of  a  coin  in  India  would  be  almost  negligible, 
even  of  a  coin  the  size  of  a  haH-sbvtereign. 

10.323.  Tou  would  therefoi-e  like  a  mint  to  be 
opened  in  India  for  the  coinage  of  gold  because  you 
would  like  to  see  a  lG-rupee..piece  coined  P-^Tes. 

10j324!  On  the  other  hand,  I  think  yoii  said  just 
now  that  you  were  anxious  that  the  note  ^circulation 
should  be  encouraged  and  increased  as  much-  as 
possible  ?^Yes. 

10.325.  Have  you  no  fear  that  the  coinage  of  a 
10-rupee  piece  would  prove  a '  dangerous  rival- to  the 
note  circulation  .P — Yes,  a  10-rupee  piece  I  pergpnally 
believe  would  be  popular,  and  I  think  that  popularity 
would  be  partly  at-  the  expense  of  the  lO-nipee  note, 
but  I  should  think  mainly  at  the  expense  of  the  rupee. 
1  admit  that  at  once.  But  I  think  it  is  better  to 
have  your  currency,  so  to  speak,  on  its  own  bottom. 
That  is. why  I  prefer  a  gold  currency. 

10.326.  You  do  not  think  there  is  any  disadvantage 
in  introducing  a  new  coin  into  the  Empire  (assuming 
always  that  you  are  to  have  a  coinage  in  India)  instead 
of  coining  the  same  coin  ?  —  I  do  not  think  that 
matters  in  thfe  least,  because  the  10-rupee  coin  in  the 
markets  of  the  world  would  be  just  as  good  as  any- 
thing else.  The  10-rupee  coin  as  regai-ds  all  the  great 
banks,  of  course,  is  bullion,  and,  as' you  know',  in  the 
case  of  all  the  great  banks  their  gold  is  held  as 
bullion,  and  it  does  not  matter  where  it  comes  from, 
whether  it  is  Napoleons,  20-mark  pieces,  or  whatever 
it  is.  In  fact,  the  10-rupee  coins  would  be  particularly 
good,  because  they  would  be  very  nearly  their  true 
weight  from  the  absence  of  wear. 

■  10,327.  {Lord  Faber.)  Do  you  think  that  the  circu- 
lation of  the  sovereign  in  India  cements  the  Imperial 
tie  at  all  ? — I  think  it  may  do  to  some  extent,  but  I  do 
not  think  the  10-rupee  piece  would  oust  it  very  much. 
The  sovereign  would  be' used  also  just  as  it  is  at 

present.'  . 

10,328.  (C^airmaw.)  Do  yoii  think  that  there  IS  any 
popular  demand  for  the  coinage  of  a  10-rupee  piece  in 
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India  ? — I  put  it  rather  the  other  way  ;  I  think  that 
there  is  a  general  feeling  in  India  that  they  are  being 
put  off  with  a  poor  thing  ;  that  is  to  say,  gold  is  good 
enough  for  everybody  else,  but  they  have  to  use  a 
token  rupee  ;  and  I  think  from  that  point  of  view 
there  is  a  popular  demand. 

10.329.  I  ask  you  because,  though  no  doubt  other 
witnesses  have  expressed  themselves  in  favour  of  the 
opening  of  a  mint  for  the  coinage  of  gold  in  India,  I 
think  hardly  one  of  them  has  answered  the  question, 
what  coin  should  such  a  mint  coin,  in  the  same  sense 
as  you  have  ;  they  have  nearly  all  said  that  it  should 
be  the  sovereign  ? — I  would  quote,  I  think,  in  confirma- 
tion of  my  view,  the  greatest  authority  on  Indian 
currency  matters,  both  scientific  and  practical,  Sir 
David  Barbour ;  his  view,  as  you  know,  is  in  favour  of 
the  10-rupee  piece.  In  his  latest  book  he  reiterates 
that.     It  was  his  first  view  and  it  is  his  last  view. 

10.330.  On  the  same  ground  that  you  have  put  it, 
that  it  is  a  more  convenient  coin  for  the  transactions 
of  the  people  P — I  think  that  would  be  so  ;  it  is  more 
convenient  to  use. 

10.331.  You  have  ah'eady  said  something  to  us  on 
the  question  of  what  the  view  of  the  banking  business 
of  India  should  be.  Would  you  care  to  develop  that 
in  general  principles  ?—'So,  except  as  regards  the 
establishment  of  a  central  bank.  My  only  fear  about 
a  central  bank  has  always  been  this :  In  the  first  place, 
where  are  you  going  to  have  its  centre  ?  In  the  second 
place,  I  doubt  whether  the  very  best  people  in  business 
firms  in  Calcutta  and  Bombay  can  be  spared  to  go 
from  each  of  those  places  to  Delhi,  if  the  centre  be 
there,  or,  if  it  be  at  Calcutta,  to  come  across  from 
Bombay.  Again,  I  think  if  you  have  a  central  bank 
you  are  getting  a  lot  of  top  hamper,  because  you 
would  have  a  central  bank  board  wherever  it  was,  and 
then  you  would  have  youi"  local  boards  in  the  three 
cities,  and  then  again  you  would  have  a  London 
committee,  probably,  whereas  the  essence  of  banking, 
I  should  have  thought,  is  trusting  the  man  on  the 
spot  to  lend  the  money  from  his  local  knowledge  of 
the  conditions ;  and  the  more  you  multiply  the  people 
above  him,  the  worse  banking  you  probably  get. 

10.332.  In  the  scheme  which  you  foreshadowed  to 
us,  it  is  your  idea  that  the  three  banks  would  remain 
separate,  the  Government  being  partners  with  each  of 
them  ? — ^I  think  so.  I  say  frankly  one  would  like  in 
these  matters  to  meet  a  lot  of  friends  and  people 
acquainted  with  the  conditions  of  India,  and  of  Indian 
banking,  and  thresh  it  out,  but  that  is  how  I  should 
start  my  own  view  at  a  conference,  and  see  what 
adherents  it  got.  Our  trade  needs  are  so  very 
different  in  India.  Calcutta  practically  relies  on 
the  jute  trade  and  the  rice  trade;  Bombay  on 
the  cotton  trade ;  the  North- West  Provinces  and  the 
Punjab  trade  is  wheat  and  seeds  ;  and  Madi-as,  oddly 
enough,  is  a  sort  of  mixture  of  everything.  I  do  not 
oee  how  you  can  very  well  unite  them  usefully.  To 
take  what  was,  I  think.  Sir  Everard  Hambro's  idea,  I 
cannot  think  it  is  a  right  thing  to  increase  the  capital 
of  a  bank  in  order  to  get  greater  security.  I  should 
have  thought  it  was  just  the  reverse.  You  increase 
the  capital  of  the  bank  when  it  is  worth  doing  for  its 
business,  and  if  you  iucrease  the  capital  of  a  bank 
without  knowing  how  you  are  going  to  make  money, 
your  position  will  be  worse,  because  you  will  go  into 
worse  business  in  order  to  create  your  dividends. 

10.333.  Has  the  statement  which  you  have  made, 
and  have  your  replies  to  the  questions  which  have 
been  put,  covered  the  evidence  which  you  wish  to  lay 
before  us,  or  have  we  omitted  any  part  of  what  you 
would  like  to  say."* — Thei-e  is  one  thing  which  one 
would  rather  like  to  point  out  in  explanation  of 
present  conditions :  At  present  you  have  a  sort  of 
division  of  interests — of  spheres — between  Presidency 
Banks  and  the  Exchange  Banks.  The  Presidency 
Banks'  business  ^ — I  am  not  speaking  quite  so  much 
of  Sir  James  Begbie's  bank,  but  I  am  speaking  of 
the  Bank  of  Bengal,  it  is  not  the  case  with  Sir 
James's  bank — consists  of  operations  in  the  internal 
exchanges  and  of  handling  the  internal  banking  of 
the  country.  The  Exchange  Banks'  business  is  the 
bullion  trade,  the  external  exchanges  of  the  countries. 


and  the  trade  at  the  terminal  ports.  That  has  been 
a  convenient  ari'angement  between  the  two,  but,  of 
course,  it  avoids  competition  veiy  largely.  I  think  it 
is  anomalous  that  the  Presidency  Banks  should  not 
have  access  to  London  as  they  are  the  banks  who  are 
the  residuary  trustees,  practically,  of  Indian  banking. 
They,  therefore,  are  the  people  who  should  have  the 
right  of  resoi-t  to  London.  On  the  other  hand,  the 
Exchange  Banks  would  fight  this  desperately,  because 
they  say  it  would  mean  their  competition  in  the 
external  exchanges.  Each,  therefore,  at  present  rather 
keeps  its  own  sphere,  and  neither  criticises  the  other. 
You  will,  for  instance,  hear  the  Exchange  Banks 
say  how  admirably  the  Government  manages  its  paper 
currency,  because  the  alternative  would  be  that  it 
would  be  handed  over  to  the  Presidency  Banks ; 
conversely  the  Presidency  Baaks  do  not  compete  with, 
or  express  strong  opinions  about,  the  state  of  the  gold 
exchanges,  for,  if  they  were  stable,  the  Exchange 
Banks  would  have  to  employ  their  resources  in  com- 
peting for  the  business  done  by  the  Presidency  Banks. 
One  must  always  take  opinions  vrith  a  grain  of  salt, 
therefore,  because  personal  interests  are  involved. 
Surely  what  we  want  from  the  point  of  view  of  the 
interests  of  India  is  to  reduce  the  variations  in  the' 
external  exchanges,  which  I  think  occur  by  the  mani- 
pulations of  councils  by  this  gold  exchange  standard 
system.  I  would  rather  see  gold  move  backwards  and 
forwards  from  India  than  have  the  rate  of  exchange 
altered  much  by  the  India  Office.  I  would  like  to  see 
the  extexTial  exchanges  vary  within  very  small  limits. 
So,  too,  in  reducing  the  variations  of  the  internal 
exchanges  by  what  we  are  doing  with  notes  and 
drafts  we  are  cutting  very  much  into  the  monopoly 
of  the  Presidency  Banks.  But  my  difficulty  is  this : 
Supposing  we  give  the  Presidency  Banks  eventually 
our  paper  cuiTency,  and  they  get  access  to  London, 
and  you  are  cutting  down  the  external  exchange,  what 
are  the  Exchange  Banks  going  to  live  on  ?  What  I 
would  like  to  see  personally  is  that  the  Exchange 
Banks  should  make  their  way  up  country  and  do 
ordinary  deposit  banking.  At  present  we  have  all 
sorts  of  rotten  mushroom  banks  started  all  over  India. 
They  are  all  tumbling  down  now,  but  what  one  would 
like  to  see  would  be  the  Exchange  Banks  going  up 
country  and  going  in  for  ordinary  banking  instead  of 
relying  largely  on  the  external  exchanges.  This  is, 
I  think,  the  great  problem  before  us  now.  If  we  can 
get  them  to  do  this  we  can  solve  the  situation ; 
otherwise  there  wiU  be  this  constant  antagonism 
between  them  and  the  Presidency  Banks. 

10.334.  I  am  obliged  to  you  for  your  statement. 
I  do  not  think  I  have  many  questions  which  I  want  to 
ask  upon  it  beyond  those  which  I  have  put  to  you  as 
you  went  along,  but  I  will  refer  to  one  or  two  things 
to  see  that  I  have  youi-  meaning  clearly.  Take  the 
question  of  what  you  call  the  till  money,  or  disposition 
of  the  balances,  under  present  circumstances.  I  want 
you  to  correct  me  if  I  am  wrong,  but  I  understand 
youi-  view  to  be  that  after  getting  what  you  require  in 
India  as  till  money  you  would  like  to  woi-k  to  a  time 
when  that  money  should  be  left  in  India  ? — Yes. 

10.335.  Unless  or  until  it  was  required  over  here  ? — 
Yes,  with  reasonable  facilities.  One  does  not  want 
the  Secretajy  of  State  to  be  in  a  hole. 

10.336.  But  I  also  understood,  and  it  was  about 
that  that  I  wish  to  be  clear,  that  you  did  not  think 
that  under  the  existing  circumstences  that  policy 
could  be  adopted  to  the  full  extent  at  once  P— No, 
because  I  do  not  like  the  idea  of  lending  cash  except 
in  times  of  crisis.  I  wish  balances  to  be  with  the 
Presidency  Banks  as  our  bankers. 

10.337.  And  unless  some  such  proposal,  or 
something  else  to  the  same  efCect,  were  adopted,  do 
you  think  that  there  is  a  better  way  of  using  it  than 
bringing  it  to  London  P— No,  but  I  think  there  is  a 
better  way  of  using  it  in  London  than  we  have  done. 

10.338.  I  think  you  indicated  that  before,  and  we 
did  not  take  it  up  at  the  time.  Will  you  tell  me  what 
you  mean  by  that  P— I  think  it  is  a  danger  to  the  City 
that  money  should  be  lent  by  the  India  Office  to  the 
market  and  to  other  banks.  If  they  have  veiy  large 
sums  at  their  command  it  means  that  the  Bank  of 
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England  does  not  know  where  it  is.  It  is  the  Bank 
o£  England  which  Really  surveys  the  question  of  the 
rate  of  intei-est  on  what  moneys  are  being  lent  in 
the  City,  and  if  through  any  miscalculation  anything 
goes  wrong  the  brunt  falls  on  the  Bank  of  England. 
Then  I  think  the  difficulty  is  whether  the  Bank  of 
England  will  take  Indian  moneys,  and  I  suppose  the 
only  thing  to  do  is  to  ascertain.  I  take  it  that  the 
Bank  of  England  would  prefer  the  money  to  be 
invested  in  floating  securities,  but  I  suppose  if  it  was 
pushed  it  might  lend  it  out  for  India.  Yoa  would 
no  doubt  get  much  lower  rates. 

10.339.  As  long  as  the  balances  have  to  remain  in 
London,  you  would  therefore  like  to  see  them 
administered  on  behalf  of  the  Secretary  of  State  by  the 
Bank  of  England  ? — Yes. 

10.340.  Instead  of  by  the  present  system  P — Yes, 
unless  you  can  have  this,  in  which  I  fancy  Lord 
Kilbracken  would  say  there  is  great  difficulty.  I  do 
not  know  the  laws  governing  the  administration  of 
Indian  affairs  by  the  Secretary  of  State.  Possibly  you 
could  have  a  committee  in  the  India  Office,  or  a  body 
of  people  appointed  ad  hoa  who  would  not  be  swayed 
by  their  other  intei-ests.  This  would  be  almost  as 
good— not  quite,  because  they  would  be  still  in  some 
position,  I  will  not  say  of  antagonism,  but  their 
interests  would  be  different  from  and  unknown  to  the 
Bank  of  England. 

10.341.  One  other  question  relating  to  another  part 
of  your  evidence.  You  foreshadowed  a  time  when  you 
hoped  that  there  would  be  a  very  much  greater  amount 
of  gold  coin  in  circulation  in  India  ? — Yes. 

10.342.  I  understand  that  you  do  not  want  that 
greater  amount  of  gold  coin  to  be  procured  at  the 
expense  of  notes ;  at  any  rate,  not  at  the  expense  of 
existing  notes  ? — I  should  rather  look  at  it  in  another 
way,  I  think  the  ideal  thing  to  do  is  not  to  force  matters, 
but  to  let  the  people  have  what  they  want,  that  is  to 
say,  neither  push  the  one  particularly  nor  the  other. 
I  think  at  present  we  have  too  little  gold,  and  what  I 
would  like,  at  present,  is  to  push  gold  a  little,  but 
directly  we  get  India  on  to  what  I  consider  a  safer  basis, 
then  I  should  let  the  people  have  their  choice  ;  if  they 
want  a  note,  let  them  have  it,  and  if  they  want  gold 
let  them  have  it. 

10.343.  I  thought  your  view  was  that  when  a  very 
largely  increased  amount  of  gold  was  in  circulation  in 
India  the  present  dangers  to  the  exchange,  which  the 
Gold  Standard  Reserve  is  there  to  meet,  would  be  very 
much  diminished  ?— Certainly.  There  is,  of  course, 
less  that  could  be  redeemed. 

10.344.  In  the  meantime  there  is  a  passage  perilous 
to  be  crossed,  is  there  not  ? — Yes. 

10  345  You  think  that  under  present  conditions 
the  amount  of  gold  in  the  Gold  Standard  Reserve  is 
too  little  ?— Enormously  too  little. 

10  346.  That  being  the  case,  what  would  be  yoijr 
immediate  advice  to  the  Government  of  India  ?  Would 
it  be  to  strengthen  your  Gold  Standard  Reserve  hrst 
and  then  to  press  your  gold  coinage  later,  or  would  it 
be  to  press  your  gold  coinage  and  leave  the  Gold 
Standard  Reserve  to  take  care  of  itself  ?-I  think  my 
answer  to  that  would  be  this,  that  as  far  as  circum- 
stances permit  I  wonld  keep  the  whole  of  that  224  mil- 
lions which  we  have  at  present  all  in  gold  As  regards 
the  next  question  of  what  the  currency  of  India  is  to 
be,  what  I  personally  would  like  to  see  is  that  Councils 
should  be  sold  at  such  a  rate  that  people  would  prefer 
to  take  gold  to  India  for.  currency.  You  have  your 
22  millions,  and  I  would  prefer  gold  to  go  to  India 
for  use,  so  that  we  reduce  our  liabilities  in  India,  but 
I  would  not  stop  the  rupees  if  people  wanted  rupees. 
What  you  have  to  do,  I  think,  is  to  give  the  people 
what  they  want.  To  the  extent  that  they  ^^^nt  rupees 
of  course,  you  are  increasing  your  Gold  Standard 
Reserve.  I  would  go  on  adding  to  my  liqmd  gold  as 
long  as  I  made  rupees,  and  I  would  put  no  obstacle  m 
the  wav  of  eold  flowing  to  India  if  it  was  wanted. 

W  347  At  present  the  Gold  Standard  Resei-ve  is 
fed  from  two  sources,  the  interest  on  its  vested  securities 
and  the  coinage  of  new  rupees  ?-Yes,  but  you  would 
have  no  interest. 


10.348.  If  your  proposals  were  adopted,  of  course 
there  would  be  no  interest  ? — None  whatever. 

10.349.  Then  the  only  way  in  which  the  Gold 
Standard  Reserve  would  grow  would  be  by  the  coinage 
of  new  rupees  ? — -Precisely. 

10.350.  If,  however,  you  were  pressing  as  far  as 
you  could  the  circulation  of  gold,  you  would  to  that 
extent  check  the  growth  of  the  circulation  of  rupees  ? 
— Yea.  I  do  not  quite  like  the  word  "  press."  The 
ideal  that  one  is  trying  to  aim  at  is  to  use  what  you 
like ;  if  you  want  rupees  you  shall  have  them,  and  if 
you  want  gold  you  shall  have  it. 

10.351.  You  do  not  think,  then,  that  under  the 
present  conditions  there  is  any  need  for  the  Govern- 
ment of  India  to  encourage  those  steps  by  which  it 
can  quickest  build  up  its  gold  reserve  ? — No,  not  at 
the  expense  of  stopping  the  export  of  gold  to  India. 

10.352.  (Lord  Faber.)  Are  you  in  favour  of  the 
India  Council  drawing  enough  bills  for  its  yearly  wants 
and  no  more  than  that  ?  After  that  would  you  let 
gold  go  if  there  were  no  bills  to  be  bought  ? — I  think  I 
would  prefer  that  system,  but  I  admit  that  it  is  more 
expensive,  because  you  must  give  rupees  to  the  Indian 
people  as  long  as  they  require  them.  What  that  would 
mean  is  that  the  gold  would  on  occasions  be  exported 
to  India,  India  would  export  the  gold  back  to  London, 
possibly,  and  silver  would  be  bought,  and  so  on.  I 
think  really  I  would  prefer  that  to  variations  in  the 
rate  of  council  drafts,  but  I  admit  that  it  is  expensive. 

10.353.  Otherwise  do  you  not  get  to  this,  that  you 
are  allowing  the  Council  bills  to  be  used  for  ti'ade 
purposes  and  not  for  the  Government  needs  ?  If  they 
sell  more  than  they  want  for  Government  needs,  of 
course  the  Council  bills  which  are  bought  in  London 
are  being  used  for  trade  purposes  ? — I  confess,  thoreti- 
cally,  I  prefer  the  present  system.  My  real  objection 
to  it  is  that  I  do  not  think  you  can  get  anybody  to 
hold  the  balance  level  between  silver  and  gold,  but  I 
do  think  the  most  economical  system  is  the  present 
one,  which  is  to  sell  the  bills  tor  the  silver  which  India 
requires,  and  if  that  could  be  done  in  heaven,  so  to 
speak,  I  should  much  prefer  it. 

10.354.  Of  coui-se,  for  the  moment,  at  any  rate, 
that  does  prevent  gold  going  from  London  very  often  ? 
— It  depends  on  the  rate,  clearly,  but  then  it  comes 
to  the  same  thing,  because  the  gold  comes  back  when 
the  silver  is  given.     It  is  merely  more  expensive. 

10.355.  I  think  I  am  right  in  understanding  that 
you  would  like  the  whole  of  the  Gold  Standard  Reserve, 
which  now  amounts  to  22  millions,  to  be  held  in  liquid 
gold  ? — Yes. 

10.356.  And  held  in  London;  and  it  might  be 
allowed  to  grow  to  40  millions  ?— I  named  that  i-ather 
as  an  illustration.  One  has  not  thought  very  deeply 
about  the  exact  figure,  but  it  would  be  something  like 
that. 

10.357.  And  that  that  gold  should  be  earmarked 
and  not  touched  without  the  permission  of  India  ?— 
One  moment  about  that  40  millions  ;  I  am  not  quite 
sure  that  I  think  it  would  necessarily  be  40  millions. 
I  have  always  m  my  mind  that  we  have  in  the  Gold 
Standard  Reserve  included  the  gold  which  is  held  in 
the  Paper  Currency  Department,  which  has  come  in 
in  payment  for  notes.  I  would  i-ather  prefer  to  put  it 
the  other  way,  that  1  think  India  would  be  pretty  safe 
if  it  had  40  to  50  millions  of  gold  against  its  total 
cuiTcncy  liabilities.  I  do  not  know  whether  I  have 
made  it  quite  clear. 

(Lord  Faber.)  It  is  quite  clear ;  that  is  all  I  need 
ask  you. 

10  358  ( Mr.  Keynes.)  I  should  like  to  ask  one  or 
two  questions  about  that  i-ather  novel  suggestion  that 
the  lending  in  London  should  be  through  the  Bank  ot 
Eno^land.  I  suppose  that  would  amount  to  the  Secre- 
tai-y  of  State  having  to  make  a  deposit  with  the  Bank 
of  England  and  getting  interest  on  that  deposit?— 
Yes,  I  should  think  so.* 

10  369  That  would  be  a  vai-y  great  reversal  ot  the 
Bank 'of  England's  policy,  would  it  not,  which  has 

-  1  meant  to  say:  Possibly  or  the  Llauk  leuaing  the 
Secretary  of  State's  balances  on  his  .iccount.-h.  0.  H. 
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always  been  to  refuse  to  pay  interest  on  deposits  ? — 
I  should  rather  like  to  he  excused  from  giving  evidence 
upon  that  point,  because  I  have  had  many  conversa- 
tions with  people,  and  what  I  have  heard  is  more  or 
less  in  confidence ;  but  you  can  take  this  much  from 
me,  that  I  have  not  made  that  statement  absolutely 
idly.  I  do  not  think  I  can  say  more  than  that.  I  do 
not  know  what  the  Bank  of  England  would  agree  to. 

10.360.  I  do  not  know  whether  the  Bank  of 
England  would  welcome  a  thing  of  that  sort,  because 
it  would  put  them  in  a  very  difficult  position  with  a 
great  many  other  persons  who  would  like  to  adopt  a 
similar  system  and  put  money  with  the  Bank  of 
England  and  get  interest  on  it  ? — I  think  they  would 
dislike  it,  but  the  question  is,  whether  they  dislike  the 
present  state  of  things  more. 

10.361.  Tour  argument  is  that  the  present  system 
weakens  the  bank  rate  sometimes  at  a  time  which  is 
inconvenient  to  the  Bank  of  England  P — I  would  rather 
put  it  that  it  weakens  its  control  of  the  bank  rate. 

10.362.  Would  not  putting  money  with  them  at 
interest  have  an  almost  similar  effect,  because  the 
amount  that  the  Bank  of  England  lends  in  the  market 
depends  almost  entii-ely  on  the  bank  rate.  They  fix 
their  rate  and  lend  as  much  as  they  are  asked  to  lend 
at  that  rate  ? — Tes. 

10.363.  If  they  have  to  get  more  money  out  into 
the  market  they  must  lower  their  bank  rate.  If  they 
did  not,  it  would  mean  that  they  were  paying  money 
to  the  Government  of  India,  and  not  lending  any  more 
in  the  market  than  they  would  lend  otherwise,  which 
would  be  a  clear  loss  to  them  ? — Tes.     Well  ? 

10.364.  So  that  they  could  only  prevent  the  Indian 
money  from  weakening  the  market  by  paying  over  to 
the  Secretary  of  State  a  certain  amoimt  of  interest, 
which  would  be  a  clear  loss  to  the  Bank  of  England  as 
a  commercial  concern  ? — ^I  do  not  quite  follow  that. 
The  Bank  of  England  is  ready  at  its  rate  to  lend 
openly,  but  only  to  the  extent,  of  course,  that  people 
can  borrow  on  the  securities  which  they  take,  and  if 
more  money  is  placed  at  the  disposal  of  the  Bank  of 
England  by  the  Secretaiy  of  State  it  will  enable  them 
to  lend  more  money,  it  might  be  at  that  rate  or  they 
might  have  to  lower  it ;  it  depends  upon  how  much 
people  want  to  borrow,  and  what  the  Bank's  resources 
are. 

10.365.  The  point  I  am  leading  to  is  that  the 
channel  through  which  the  money  is  lent  cannot  really 
make  very  much  difference  from  the  point  of  view  of 
supporting  the  bank  rate  ? — I  think  it  makes  an 
enormous  difference.  They  would  remonstrate ;  they 
would  say  •  "  It  is  an  absolute  nuisance  your  keeping 
"  this  money ;  you  had  better  invest  it — put  it  into 
"  floaters." 

10.366.  If  they  could  make  the  Secretary  of  State 
do  that  I  agree  it  would  make  a  cei-tain  amount  of 
diffei'ence  ? — I  think  undoubtedly  they  would. 

10.367.  But  they  have  either  got  to  lend  out  all  the 
money  he  pats  with  them,  in  which  case  things  would 
be  very  much  as  they  were  before  so  far  as  the  bank 
rate  was  concerned,  or  else  they  might  lend  out  a  less 
amoimt  than  he  puts  with  them,  in  which  case  they 
are  handing  over  to  him  for  nothing  interest  on  the 
balance? — I  do  not  follow  that.  If  you  have  more 
money  to  lend  you  can  lend  more,  and  it  depends  upon 
what  people  are  asking  for  loans,  and  what  they  can 
offer.  It  is  quite  true,  as  you  say,  that  the  Bank  says 
"  the  rate  is  5  per  cent. ;  now  let  them  all  come  " ;  and 
then  they  begin  to  borrow.  If  they  found  that  more 
were  borrowing  than  they  wanted,  they  would  i-aise  the 
rate. 

10.368.  (Lm-d  Faber.)  In  fact,  they  would  lend  the 
Indian  balances  in  the  open  market  on  securities  ? — I 
am  suggesting  that  they  would.  I  do  not  foUow  your 
argument,  Mr.  Kejraes.  If  they  have  more  money  to 
lend,  they  have  more  money  to  lend,  and  it  does  not 
foUow  that  the  rate  will  depend  upon  how  much  people 
ai-e  wanting. 

10.369.  (Mr.  Eeyneg.)  My  argument  is  that  at 
present,  after  having  fixed  their  rate,  they  lend  to  all- 
comers on  good  security  as  much  as  they  want  ? — 
Obviously,  but  if  it  is  more  they  will  raise  the  rate. 
Tou  are  taking,  it  as  unlimited.      If  people  come  to 


them  to  take  more  than  they  can  give,  of  course  they 
raise  the  rate. 

10.370.  But  the  effect  of  having  more  money  is, 
and  must  be,  that  they  cannot  get  it  out  on  the  market 
at  the  old  i-ate. 

10.371.  (Chairman.)  I  think  Mr.  Keynes  is  looking 
at  the  opposite  contingency  to  the  one  you  are  looking 
at.  Tou  are  suggesting  that  more  borrowers  may  come 
than  the  bank  has  money  to  lend  ? — Tes. 

10.372.  And  you  say  in  that  case  they  would  raise 
the  rate  ? — Tes. 

10.373.  Mr.  Keynes  is  suggesting  that  the  bank 
might  have  more  money  to  lend  than  there  were 
borrowers  at  the  rate  ? — Clearly  ;  I  quite  admit  that 
that  might  be. 

10.374.  (Mr.  Keynes.)  That  is  so  ? — Either  contin- 
gency may  be  possible. 

10.375.  (Lord  Faber.)  It  would  have  to  go  with  the 
market  as  a  fact  P — Tes. 

10.376.  [Mr.  Keynes.)  So  that  from  the  point  of 
view  of  helping  the  bank  rate,  it  does  not  seem  to  me 
that  it  wodLd  make  very  much  difference  unless  the 
Bank  of  England  was  prepared  to  bear  this  loss  and 
pay  something  over  to  the  Secretary  of  State  and  not 
get  it  back  by  lending  the  balances  itself  ? — No,  I 
think,  as  the  Chairman  puts  it,  either  contingency  may 
arise.  If  the  bank  cannot  lend  the  Seci'etary  of  State's 
balances  at  the  rate  it  considered  suitable,  judging 
from  the  funds  at  its  disposal,  my  view  is  that  the 
bank  would  lower  its  rate  or  ask  the  Secretary  of  State 
to  reduce  his  balances  or  require  him  to  take  them  off 
the  market  by  investing  them. 

10.377.  (Chairman.)  I  take  it  that  is  really  your 
answer.  Tour  objection  to  the  present  system,  or  one 
of  your  objections  to  the  present  system  at  any  rate, 
was  that  the  Indian  money  broke  the  bank  rate? — Tes, 
I  understand  the  Bank  says  so. 

10.378.  Mr.  Keynes's  suggestion  to  you  was  that  the 
Indian  money  would  break  the  bank  rate,  whether  it 
was  loaned  direct  to  the  market  or  whether  it  was 
loaned  to  the  market  through  the  bank? — I  admit  that 
it  might  affect  the  bank  rate. 

10.379.  (Lord  Faber.)  But  we  have  got  to  look  at 
the  Government  of  India  in  this  matter.  Do  we  care 
very  niuch  what  it  does  with  the  London  market  at 
the  moment?  It  is  a  mere  commercial  transaction 
which  occurs  every  day  between  a  country  bank  and 
a  London  banker.  A  country  bank  has  a  large 
balance  over,  and  it  comes  to  its  London  agents  and 
says,  "Lend  out  this  balance."  The  London  agent 
lends  it  out  at  market  rate.  If  that  market  rate  is  too 
little,  the  countiy  bank  says :  "  Buy  bUls  with  this 
balance  or  invest  it.  It  is  not  enough  for  us  "  ? — 
Tes. 

10.380.  He  deals  with  the  London  bank  in  that  way. 
If  the  rate  that  he  can  get  from  the  market  is  not 
suitable,  he  tries  to  invest  it  somewhere  else,  and  that 
ig  what  the  Bank  of  England  would  do  with  the  Indian 
balance  ? — Tes. 

10.381.  Whether  it  would  take  it  or  not  I  do  not 
know  ? — No,  nor  do  I. 

10.382.  Only  it  is  a  very  good  account,  and  I  should 
think  the  Bank  of  England  might  not  care  to  run  the 
risk  of  losing  it  ?— I  fancy  the  opinion  would  be  that 
this  is  what  is  called  bad  money,  that  is  to  say,  it  comes 
in  these  very  large  amounts  and  it  rims  off  at  times 
which  the  bank  cannot  very  well  control.  I  do  not 
think  the  Bank  would  take  it  with  enthusiasm. 

10.383.  (Jlfr.  Keynes.)  Of  course,  even  if  they  in- 
vested it  it  would  not  make  very  much  immediate 
difference,  because  if  they  bought  Consols,  or  whatever 
it  was,  off  the  market,  it  would  mean  that  the  market 
had  so  much  more  money  ? — I  believe  that  the  view  I 
have  given  is  the  opinion  of  the  City. 

10.384.  (Sir  Shapurji  Broacha.)  Tou  say  that  people 
have  a  preference  for  10-rupee  gold  coins.  Is  it  a 
general  preference  ?  Is  it  a  theory  or  not  ? — Do  you 
mean  in  preference  to  sovereigns  or  in  preference  to 
silver,  or  what  P 

10.385.  I  mean  a  10-rupee  gold  coin  instead  of  a 
sovereign  P— It  is  a  better  unit.  Obviously,  as  it  has 
never  been  tried  it  must  be  a  matter  of  opinion. 
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-.J. 0,386.  My  question  is  :  la  there  a  general  demand 
for  a  10-rupee  goldf  piece  instead  of  a  sovereign  in 
India  ? — I  should  have  said  that  people  who  have 
considered  the  question,  or  people  who  would  consider 
the  question  (which  would  be  better),  would  probably 
advocate  a  10-rupee  piece.  It  must  be  a  matter  of 
theory. 

10.387.  Because  I  have  come  across  contrary 
opinions,  and  all  the  witnesses  have  given  their 
opiuion  in  favour  of  the  sovereign.  You  know,  I 
think,  that  about  50  or  60  millions  of  sovereigns  have 
already  gone  into  India  ? — "Well. 

10.388.  And  the  people  have  taken  them  ? — Well. 

10.389.  Why  alienate  them  from  that  taste  and 
give  them  another  coin? — If  they  do  not  want  the 
sovereign  they  need  not  take  it. 

10.390.  But  it  is  a  theory  of  some  people  ? — It 
must  be. 

10.391.  It  is  a  theory  that  a  10-rupee  gold  piece 
would  be  more  preferable ;  it  is  not  an  absolute  want, 
an  absolute  preference  which  they  have  for  a  10-rupee 
piece.  Ton  can  put  your  hands  on  very  few  who  have 
asked  for  it  ? — It  must  be  a  matter  of  opinion  until  it 
has  been  tried. 

10.392.  Then  what  I  say  is  this  :  It  will  be  incon- 
venient for  me  to  take  5  or  10-rupee  gold  pieces  to 
Italy.  Can  I  have  the  same  convenience  for  con- 
verting them  as  I  should  have  for  sovereigns  ? — 
Certainly  hot. 

10.393.  Then  why  have  another  coin  in  the  Empire 
when  one  has  already  been  taken  very  kindly  to — so 
kindly  that  they  have  absorbed  so  many  millions  in 
the  last  13  years — I  think  they  have  absorbed 
more  than  50  millions  ?  Does  not  that  mean  that  they 
have  taken  a, liking  to  the  sovereign  P — Yes. 

10.394.  If  they  have  taken  a  liking  for, a  coin  of  the 
Enipire,  what  is  the  use  of  breaking  it? — I  am  sug- 
gesting an  alternative ;  I  am  not  proposing  to  break  it. 

10.395.  But  is  the  alternative  much  preferable? 
You.  take  a  coin  of  the  Empire  and  you  give  them 
a,  coin  which  is  not  convertible  into  the  currency  of 
another  country  easily,  because  they  will  have  to 
weigh  the  gold  and  find  the  quality  of  the  gold  and  so 
on  ? — Yes. 

.  10,396.  It  is  inconvenient,  and  for, what  purpose — 
what  benefit  ? — Then  they  need  not  take  it. 

10.397.  Then  why  should  you  do  it? — Because  I 
believe  they  will  take  it. 

10.398.  Shall  we  make  an  experiment  of  it?— 
I  beheve  they  will  take  it,  and  therefore  I  say  try  it. 

10.399.  {Mr.  Gillan.)  I  think  the  witness's  point  as 
this  :  He  is  not  doubting  the  utility  of  the  sovereign, 
but  he  thinks  that  a  10-rupee  coin  would  serve  a 
fm-ther  facility  in  addition  to  the  sovereign.  Is  that 
the  point  ? 

( WHfiBss  ^  Yes . 

10  400.  {Sir  Shapurji  Broadha.)  But  what  facility 
would  it  give  ?  It  would  not  give  any  for  exchange  or 
for  taking  money  to  foreign  countries.  A  sovereign  is 
easier  to  change  than  a  10-rupee  note,  and  if  you  have 
circulated  10-nipee  notes  why  should  you  undergo  ail 
this  inconvenience  for  a  10-rupee  com,  which  is  theo- 
retical, and  the  value  of  which  we  know  nothing  about 
or  how  people  will  take  it.  You  want  a  gold  ciirrency 
as  opposed  to  a  gold  standard  resei-ve?— 1  do  not 
advocate  a  gold  cun-ency  as  opposed  to  a  gold  resei-ve. 
I  am  in  favour  of  a  very  large  central  reserve. 

10,401.  You  say  that  it  will  reduce  the  liabihty  ot 
the  Government  ?— Certainly.  .,.,.,         +    + 

10  402.  Do  you  think  it  wiU  reduce  it  to  the  extent 
of  what  has  gone  to  India  in  the  last  10  years  ?— To 
the  extent  of  the  currency,  yes. 

10,403.  Has  it  Ughtened  the  liability  of  Govern- 
ment P— To  the  extent  that  sovereigns,  whatever  tne 
amoiuit  may  be,  20  crores  or  so,  has  taken  the  place 
of  the  cuiTcncy,  yes.  .       ,, 

10  404  But  the  number  of  rupees  remains  tne 
same?-No,  the  number  of  rupees  would  have  been  mo£. 

10  405  If  you  take  10  millions  of  gold  to  India 
from  here,  the  10  miUions  go  into  circulation  ?— ^es. 

10  406.  They  do  not  stay  in  the  Currency  Depart- 
ment to  reduce  W  liability.     The  only  reduction  o 
liability  is  to  the  extent  of  the  number  of  sovereigns 


which  you  have  in  the  Currency  Department  ? — And  in 
circulation. 

10.407.  No,  that  is  not  reduction  of  liability?^ 
Yes,  because  it  would  otherwise  be  rupees. 

10.408.  But  at  any  alarm  the  sovereigns  will  remain 
in  the  pockets  of  the  people.  Even  in  this  counti-y 
sovereigns  do  not  come  to  help  the  Bank  of  England, 
and  yet  it  is  on  record  that  there  are  in  the  people's 
pockets  something  like  100  millions  ? — I  do  not  agree 
for  a  moment  that  the  sovereigns  in  the  pockets  of  the 
people  are  not  valuable  as  a  protection  against  a  fall 
of  exchange.     I  do  not  admit  that  for  a  single  instant. 

10.409.  I  have  here  extracts  from  a  speech  by  (the 
then)  Mr.  Goschen,*  which  have  been  sent  round  to  us, 
and  he  says  that  it  is  no  use  at  all  9 — Pardon  me,  that 
is  where  I  would  like  to  traverse  that  argument,  which 
is  not  Lord  Gosohen's.  Lord  Goschen  was  talking  of 
quite  a  different  thing ;  he  was  speaking  of  the  insuflS- 
ciency  of  the  gold  held  in  London,  in  view  of 
commercial  or  monetary  crises,  and  he  advocated, 
firstly,  having  IL  notes  instead  of  sovereigns,  and  his 
original  suggestion  was  that  we  should  hold  two  to  one, 
I  think  it  was — two  in  sovereigns  and  one  in  securities 
against  the  11. ;  and  he  finally  changed  that  into  fom- 
sovereigns  to  one  of  securities  'in  the  latest  edition  of 
the  speech.  He  was  not  on  the  question  of  an  adverse 
balance  of  trade,  but  he  was  speaking  of  prefening  to 
have  gold  at  time  of  monetary  crisis  in  the  centres 
rather  than  in  the  pockets  of  the  people,  I  am  not 
contesting,  and  I  never  would  contest,  that  view. 
Should  a  crisis  supei-vene  the  gold  might  be  utilised, 
for  it  is  the  base  of  a  large  supers tructiu-e  of  credit, 
but  I  do  not.  think  Lord  Goschen  ever  suggested,  and 
I  am  sure  Mill  would  never  have  suggested,  that  gold 
in  the  pockets  of  the  people  is  not,  in  the  ultimate 
resource,  of  value  in  liquidating  an  adverse  balance  of 
trade.  It  is  exactly  the  same  in  the  end  as  if  you  owe 
hi.  in  India  to  London  and  you  have  got  52.  worth  of  coins 
in  your  pocket ;  you.  have  to  pay  the  5Z. ;  you  may 
have  5Z.  in  the  bank,  or  you  may  have  hi.  elsewhere, 
aiid  it  may  be  more  convenient  to  take  it  from  the 
bank  to  London ;  but  if  you  send  that  money,  that  has: 
got  to  go  from  the  currency  of  the  country,  and  that 
win  go  in  gold  from  the  pockets  of  the  people  if  not 
otherwise  obtainable.  Whether  it  goes  from  the 
pockets  of  the  people  via,  a  bank  or  not  I  do  not  care, 
but  it  goes. 

10.410.  For  instance,  suppose  exchange  is  under 
par,  and  the  balance  of  trade  is  against  us,  how  could 
a  gold  cun-ency  support  exchange  ?  Against  what  will 
you  pay  that  gold  into  the  Currency  Department  to 
help  it  ? — That  means,  surely,  that  India  owes  London 
money.  When  India  owes  London  money  it  will  first 
draw  on  its  balances  in  the  banks,  and  if  a  larger  amount 
than  the  banks  have  is  still  owed  they  raise  their 
rates  of,  discount,  and  the  money  goes  m  from  the 
people,  and  the  result  is  that  the  whole  of  that  money 
has  to  go  when  the  liabilities 

10.411.  No,  it  would  not  go,  because  for  one  reason 
there  is  an  alarm  as  to  exchange,  and  gold  is  a  more 
valuable  substance,  and  if  they  have  not  paid  their 
debts  they  will  pay  their  debts  in  rupees  ?— But  they 
cannot  if  they  have  to  pay  abroad,  because  the  rupee 
is  not  cuiTcnt  abroad. 

10.412.  It  is  the  bank  that  has  to  pay  abroad. 
They  pay  into  the  banks  rupees.  No  sovereigns  came 
out  during  the  crisis  of  1907-9 ;  on  the  contrary,  they 
were  taken  away  ?— Very  likely.  I  would  not  admit, 
though,  the  relevancy  of  that. 

10.413.  Is  not  the  credit  of  the  country  greater  by 
having  gold  in  reserve  treasuries  than  gold  in  the 
pockets  of  the  people  ?— Yes,  I  agree,  but  I  would  like 
to  have  it  in  the  pockets  of  the  people  also. 

10.414.  Is  it  not  now  the  policy  of  all  countries 
to  presei-ve  gold  rather  than  to  diffuse  ittasid  waste  it? 
—No,  I  believe  not.  I  believe  that  the  policy  of 
Europe  is  both  to  keep  gold  in  their  central  reserve 
and  to  use  it  in  their  currency.  The  great  counti-ies 
of  the  world  have  actually  reduced  the  legal  tender  of 
silver.  Germany  restricts  its  silver  coinage  to  20  marks 
per  head. 

*  Speech  delivered  by  Mr.  Goschen  at  Leeds  on  28th 
January  1891  isee  "  The  Times"  for  29th  .January  1891). 
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10.415.  It  has  increased  it  ? — No,  it  has  decreased 
the  coinage  of  silver  and  restiicted  it  to  a  maximum 
of  20  marks  per  head. 

10.416.  No,  you  will  forgive  me ;  it  was  only 
6  marks  per  head,  which  they  have  increased  by  legis- 
lation to  15  marks  per  head  in  German  silver  coin  to 
preserve  gold  as  much  as  possible  by  using  silver  coin  ? 
— I  entirely  disagree.  The  object  of  the  Continental 
banks  has  been  to  restrict  the  legal  tender  quantity  of 
silver  with  the  intention  of  promoting  gold. 

10.417.  No,  in  Germany  they  have  increased  it  to 
moi'e  than  100  per  cent.,  from  6  to  15.  It  is  more 
than  double  ? — I  am  afraid  we  must  leave  it  at  that. 

10.418.  I  think  someone  will  bear  me  out.  I  know 
they  have  passed  a  law  by  which  they  have  increased 
the  silver  coinage  to  15  marks  per  head  instead  of  the. 
6  marks  which  was  the  former  amoimt  ? — I  do  not  think 
if  that  were  so  it  makes  against  my  point. 

10.419.  That  is  to  say,  they  preserve  their  gold 
in  the  centi-al  department — in  the  central  bank  ? — 
My  information  and  opinion  is  different. 

10.420.  I  know  you  say  it  is  yoiir  information,  but  I 
am  stating  a  fact,  so,  of  course,  it  does  not  matter  ? — 
I  do  not  think  you  quite  follow  my  meaning.  Even  if 
wlmt  you  said  were  true  it  would  not  meet  my  argu- 
ment. My  argument  is  that  Geimany  and  the  great 
countries  of  Europe  have  reduced  the  legal  tender 
amount  of  silver  in  order  to  increase  the  use  of  gold. 
Tou  say  the  limit  has  been  raised.  My  point  is  that 
the  Germans  have  fixed  a  limit,  and  the  object  of  fixing 
a  limit  is  to  increase  the  use  of  gold  by  the  people. 
The  effect  of  fixing  that  limit  is  to  increase  the  use  of 
gold. 

10.421.  Yon  mean  like  fixing  it  in  England  at  40s.  ? 
— Yes,  they  reduced  it  in  Germany,  and  I  think  in 
Russia.     It  has  been  the  tendency  on  the  Continent. 

10.422.  My  information  is  that  the  tendency  is 
more  to  reserve  gold  ? — It  may  be  that  what  Mr.  Keynes 
says  is  true,  that  in  Germany  the  tendency  may  now  be 
to  prefer  to  hold  gold  in  resei-ve  and  issue  notes.  I 
have  no  recent  information.  My  information,  as  far  as 
it  goes,  is  the  reverse. 

10.423.  You  have  no  objection  to  gold  being  held 
for  the  Gold  Standard  Reserve  by  statute  in  England  ? 
— "Why  by  statute  ? 

10.424.  That  is  to  say,  nobody  can  use  it  without 
breaking  the  statute  ? — I  do  not  see  any  necessity  for 
making  a  statutory  provision. 

10.425.  So  as  to  reduce  the  alarm  of  people  who 
think  that  gold  will  disappear  in  this  country  ? — I 
should  not  like  to  see  it,  because  I  think  in  times  of 
gi-eat  crisis  it  would  be  right  to  use  it. 

10.426.  Is  not  India  part  of  the  Empire  in  a  time 
of  crisis  ? — Yes. 

10.427.  And  do  you  think  that  in  India  gold  is 
always  safe  ? — I  think  I  have  said  that  my  own  pre- 
dilection, for  the  reasons  I  gave,  would  be  for  holding 
it  in  India,  but  I  am  prepared  to  accept  the  policy  of 
holding  it  in  London. 

10.428.  (Mr.  Gillan.)  I  want  very  much  to  get 
exactly  what  is  in  your  mind  about  this  gold  currency 
question ;  it  is  not  quite  clear  to  me.  There  is  a  pre- 
liminary point  first,  but  it  has  a  bearing  upon  the 
argument.  The  present  system  has  the  merit,  has  it 
not,  of  economy  ?  • —  Yes,  but  not  quite  so  great,  I 
think,  as  is  made  out. 

10.429.  That  is  precisely  the  point  I  wish  to  put  to 
you :  What  weight  ought  one  to  attach  to  that  ?  I 
mean,  one  may  put  the  arguments  in  this  way,  that 
by  having  a  reserve,  and  so  on,  you  can  earn  a  certain 
amount  of  interest  ? — Yes. 

10.430.  Put  in  that  way  it  does  not  seem  to  have 
very  great  force,  but  there  is  another  way  of  putting 
it,  perhaps,  in  which  it  does  acquire  some  force,  and 
that  is  this :  It  might  be  said  that  India  at  present  is 
a  very  poorly-developed  country,  that  it  has  got  urgent 
needs  for  the  employment  of  its  capital,  and  that  if 
you  are  acting  in  any  way  to  force  a  gold  currency  you 
really  are  diverting  funds  which  might  be  more  profit- 
ably employed,  that  is  to  say,  you  really  are  electing 
for  a  gold  currency  as  an  object  which  is  more 
important  than  other  objects  to  which  the  capital 
of  India  mi^ht  be  applied  ?— I  admit  that  there  is  aft 


economical  waste  in  using  a  gold  coin  where  you  can 
use  another  of  equal  security,  but  I  am  rather  taking 
the  view  which  the  Governor  of  the  Bank  of  Prance 
took  in  the  other  case.  I  consider  the  advantage  of 
havin"  a  currency  which  is  safe  beyond  dispute  is  so 
enoiinous  as  regards  the  credit  of  the  country  and 
every  other  point  of  view,  that  I  consider  it  outweighs 
that ;  but  I  admit  that  there  is  an  economic  waste  in 
using  a  gold  coin. 

10.431.  I  jiist  want  to  get  at  the  weight  which  you 
attach  to  that  argument." — I  attach  immense  weight 
to  it. 

10.432.  To  come  to  the  crux  of  the  question,  it 
seems  to  be  this :  Do  you  or  do  you  not  hold  that  it  is 
possible  to  support  exchange  by  a  system  of  reserves  ? 
—  Yes,  I  think  it  is  quite  possible  to  create  such  a 
large  fund  for  the  profits  of  a  token  coinage,  say 
40  millions,  50  millions,  or  60  millions  sterling,  that 
it  would  be  more  than  ample  to  stand  any  possible 
drainage.  My  objection,  as  I  said,  was  firstly,  on  the 
ground  that  I  think  it  is  bad  for  the  world,  because  I 
prefer  to  see  gold  more  used 

10.433.  I  will  come  to  that  later  ? — That  is  one 
argument ;  there  are  two  reserves. 

10.434.  I  wiU  come  to  that  later,  but  you  think  it 
is  possible  to  provide  for  the  necessities  of  exchange 
by  a  reserve  ? — Yes. 

10.435.  I  think  it  was  Professor  Conant,  with  whom 
you  were  associated  in  your  investigation,  who  said 
that  the  gold  exchange  standard  provides  a  means  of 
removing  the  exchange  difficulty  without  interfering 
with  the  domestic  needs  of  the  country  ? — ^Yes. 

10.436.  Do  you  agree  with  that? — Yes,  we  both 
agreed.     That  is  our  report.* 

10.437.  In  that  report  which  I  have,  you  and 
Professor  Conant  said,  with  regard  to  the  treatment 
of  internal  currency,  that  in  monetary  matters  what 
the  people  need  is  only  to  be  ascertained  by  experi- 
ment ? — Yes. 

10.438.  And  you  went  on  to  say  that  in  matters  of 
money  you  had  a  strong  preference  for  following  the 
line  of  least  resistance,  that  is  to  say,  giving  the  people 
what  they  need  ? — Yes. 

10.439.  That  is  your  position  ? — Yes. 

10.440.  Is  that  position  quite  consistent,  I  do  not 
say  with  your  attitude,  but  with  the  attitude  of  those 
people  who  seem  to  wish  to  have  a  gold  currency  at  all 
costs  ? — I  do  not  want  to  have  a  gold  cun-ency  at  all 
costs. 

10.441.  If  you  look  upon  a  gold  cun-ency  as  a 
necessary  support  of  exchange,  then  in  that  case  it 
would  apparently  be  necessary  for  the  Government 
to  overlook  the  requii-ements  of  an  internal  mediiun 
and  do  their  utmost  in  one  way  or  another  to  convert 
the  internal  medium  into  gold? — No,  I  look  at  the 
ideal  for  India  to  have  gold  as  a  convenient  unit  for 
the  pui-poses  of  their  ti-ansactions — to  have  enoxigh 
gold  in  its  cun-ency  so  that  we  can  abolish  this 
system  of  an  exchange  standard.  When  the  balances 
turn  against  India  the  marginal  gold  can  be  exported. 
Government  standing  aside  from  these  operations. 

10.442.  Quite  so,  but  you  do  not  regard  it  as 
essential  for  the  support  of  exchange  ? — That  it  should 
be  in  circulation  ? 

10.443.  Yes  ? — No,  I  think  it  is  more  immediately 
efficient  if  it  is  in  reserve.     I  quite  admit  that. 

10.444.  Then  I  take  it  your  general  position  would 
be  that  the  exchange  standard  is  a  good  system,  but 
that  for  a  permanency  a  gold  currency  is  better  ? — 
Yes,  and  I  hold  that  for  another  reason.  I  say  it  is  a 
pity  that  the  monetary  arrangements  of  a  very  large 
country  should  be  dependent  upon  the  monetary 
an-angements  of  another,  and  I  think  essentially  the 
exchange  standard  system  as  hitherto  worked  has 
always  been  this,  that  England  works  practically  the 
money  of  India,  and  I  would  prefer  that  the  money  of 
India  worked  automatically.  That  is  my  objection. 
My  other  objection,  to  which  I  think  you  said  you 
were  coming,  is  the  question  of  your  affecting  the 

*  Monetary  Reform  for  Nicaragua— Report  presenting  a 
plan  of  monetary  reform  submitted  to  Messrs.  Brown  Brothers 
&  Co.,  and  Messrs.  J.  and  W.  Seligman  &  Co.,  by  Messrs.  F.  C. 
Harrison  and  Charges  ^.  Cpnant,  April  23,  1912. 
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markets  of  the  worM  for  gold,  that  is  to  say,  spreading 
the  gold.  I  prefer  that  gold  should  be  used  in  India 
because  yon  are  spreading  the  consumption.    . 

10.445.  That  is  a  point  which  I  thinlf  you  have 
already  put  in  answer  to  questions  ? — But  it  is  really 
an  integral  part.  You  asked  me  -why  I  wanted  a  gold 
currency.  That  is  one  of  my  principal  reasons  for 
wanting  a  gold  cuiTency. 

10.446.  Another  point  which  you  put  in  this  report 
of  yours  is  that  at  present  the  system  is  a  managed 
system  ? — Yes. 

10.447.  Do  you  get  rid  of  the  element  of  manage- 
ment under  a  gold  currency  ? — I  think  so,  if  it  is  con- 
siderable. The  silver  then  becomes  a  true  token 
currency.  Silver  would  be  coined  just  as  you  coin 
it,  only  on  a  larger  scale,  in  this  country,  and  in  any 
other  country  where  it  is  fractional,  and  people  then 
bring  their  gold  tn  the  mint  when  they  want  money ; 
and  when  the  exchanges  tm-n  they  export  gold.  They 
all  do  it  themselves,  and  all  you  have  to  do  is  to  provide 
enough  silver  for  the  wants  of  the  people,  which  you 
provide,  so  to  speak,  as  a  departmental  arrangement. 

10.448.  You  cannot  even  _  then  get  that  without 
some  system  of  resei-ves  ? — No,  a  resei've  has  got  to 
be  held  against  the  note  issue,  and  so  long  as  the 
token  rupee  is  a  serious  menace — ^I  mean  to  say  when 
there  is  a  very  large  quantity — then  you  require  some 
gold  held  against  that  but,  directly  you  hold  a  very 
large  gold  oui'rency,  your  need  of  a  reserve  goes  on 
decreasing  as  your  currency  inci-eases,  and  you  require 
less  reserve. 

10.449.  If  you  had  a  country  with  no  cuiTcncy 
except  gold,  even  then  it  would  be  necessary  for  the 
banks  or  somebody  to  keep  a  reserve? — Yes,  but  that 
is  quite  separate — against  the  note  currency  or  against 
their  banking  liabilities.  That  is  quite  a  separate 
matter,  and  that  has  nothing  to  do  with  the  currency 
or  the  Government.  That  is  a  reserve  which  the  banks 
keep  against  their  liabilities. 

10.450.  It  would  be  upon  that  reserve  that  you 
would  have  to  come,  if  you  had  for  any  reason  a 
demand  for  gold  for  export  ? — Yes,  on  private  account ; 
that  would  be  the  gold  which  would  be  held  by  all  the 
bankers  doing  the  business  of  the  country.  If  anybody 
T^anted  to  export  coin  he  would  go  to  his  banker.  It 
has  nothing  to  do  with  the  Government. 

10.451.  You  would  have  that  reservoir  of  gold  some- 
where apart  from  what  the  people  have  in  their 
pockets? — No,  I  think  riot.  If  you  are  taking  the 
case  of  no  note  circulation,  no.  There  need  be  no 
reserve.  The  banks  hold  what  they  choose  to  hold 
against  their  liabilities,  and  if  you  have  to  make  a 
payment  you  go  to  your  banker  and  say,  "  Pay  my 
liability,"  and  the  banker  provides  you  with  the  gold. 

10.452.  Do  you  not  get  an  element  of  management 
in  the  fact  that  it  rests  on  the  bankers  to  say  how 
much  they  will  hold  in  reserve  ? — Private  management, 
not  State  management. 

10.453.  It  is  a  matter  then  of  private  or  State 
management? — Certainly,  because  the  money  of  the 
world  is  always  the  business  of  the  great  banks  or  of 
the  Government. 

10.454.  (Chairman.)  Then  when  you  object  to  a 
managed  system,  what  you  mean  is  not  that  it  is 
managed,  but  that  it  is  managed  by  the  wrong  person ; 
it  is  managed  by  the  Government  and  it  ought  to  be 
managed  by  "a  financial  institution  ? — Yes,  you  should  , 
leave  it  to  private  enterprise. 

10.455.  (Ml-.  Gillan.)  Then  I  think  that  the  last  and 
perhaps  the  most  important  reason  that  you  gave  in 
this  report  for  a  gold  cnn-ency  was  that  under  an 
exchange  standard  there  is  only  one  line  of  defence, 
the  resei-ve  fund,  and  with  gold  circiilating  or  in  hoards 
there  will  be  two  more  ? — Yes. 

10.456.  It  is  pei-haps  important  from  that  pomt  of 
view  to  consider  that  in  India  the  position  is  rather 
different,  or  at  least  it  seems  to  me  to  be  so,  and  I 
want  to  ask  you  whether  you  agree.  We  have  heard 
about  waistcoat  pocket  money  ? — Yes. 

10.457.  There  is  pei-haps  a  tendency  to  say  tha,t  all 
money  held  by  the  people  themselves  in  India  is  of 
that  character? — Yes. 
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10.458.  Would  you  agree  that  it  really  consists  of 
two  portions,  one  the  coins  which  they  require  for 
ordinary  tronsactions  ? — Yes. 

10.459.  And  secondly,  a  reserve  which  they  put  by  ? 
— Yes. 

10.460.  That  is  to  say,  a  margm  ? — Yes. 

10.461.  And  that  there  are  different  arguments 
which  would  apply  to  those  two  portions  ? — Yes. 

10.462.  Do  you  hold  that  the  portion  which  is 
required  merely  for  ordinaiy  transactions  is  available 
for  export  ? — It  must  be  available  in  the  last  resort  if 
the  demand  continues.  It  seems  to  me  these  argu- 
ments come  down  to  a  question  of  the  debt.  If  India 
owes  England  a  certain  sum,  if  the  amounts  which  are 
in  the  resei-ves  of  the  banks  are  sufficient,  the  liability 
will  be  satisfied.  Beyond  that  the  banks  change  their 
rate,  and  money  then  comes  into  the  pockets  of  the 
people  from  their  hoards,  but  finally  all  the  money  has 
to  be  exported  as  long  as  liability  continues. 

10.463.  I  am  not  talking  about  hoards  at  present, 
I  am  talking  about  the  amount  which  is  required  for 
the  ordinary  transactions  of  the  public  ?— I  say  it  does 
not  matter.  It  is  no  good  your  saying  you  require  it 
for  your  ordinary  transactions  if  you  owe  a  debt.  If 
you  owe  51.,  it  is  no  use  saying  "  I  want  that  in  my 
pocket  to  pay  a  railway  fare." 

10.464.  But  is  it  not  actually  one  of  the  very  last 
things  that  would  come  out  of  the  country  ?  I  imagine 
if  there  is  an  adverse  balance  of  trade  the  people  must 
get  rid  first  of  what  they  least  require.  That  is  what 
it  comes  to.  This  currency  is  one  of  the  things  they 
require  most  ui'gently  and  can  least  do  without  ? — I  do 
not  think  it  matters  what  they  require  urgently.  What 
you  have  to  do  is  to  export  your  currency  until  you 
get  a  fi-esh  equilibrium.  In  the  expoi-t  of  that 
currency  you  may  so  lower  prices  tliat  iastead  of  more 
bullion  going  commodities  go,  and  you  get  a  fresh 
equilibrium. 

10.465.  (Mr.  Keynes.)  In  the  event  of  an  adverse 
balance  of  fa-ade  the  persons  who  owe  money  abroad 
ai-e  a  few  merchants  ? — Yes. 

10.466.  What  they  try  to  do  is  to  borrow  from  their 
bankers  ? — Yes. 

10.467.  If  their  bankers  caimot  lend  to  them  they 
go  bankrupt  and  cannot  discharge  their  liabilities  ? — 
Yes. 

10.468.  The  bankers  raising  their  rate  to  10  or  12 
per  cent,  does  not  make  the  ordinary  person  in  the 
street  go  to  very  gi-eat  inconvenience  to-  have  less 
currency  than  he  normally  requires ;  the  ordinary 
person  in  the  country  is  not  owing  money  abroad,  and 
his  funds  are  only  available  if  those  people  who  are 
owing  money  abroad  can  bring  such  pressui-e  to  bear 
upon  him  as  to  induce  him  to  lend  it  to  them  ? — As  I 
answered  Mr.  Gillan,  I  think  the  money  that  is  in 
the  banks  goes  abroad,  and  if  more  money  is  required 
the  banks  raise  their  rates,  so  that  loans  are  no  longer 
renewed  and  money  comes  in,  but  eventually  as  long 
as  anybody  in  India  owes  gold  to  England  it  has  got 
to  go.  I  do  not, say  that  necessarily  the  two  or  three 
pounds,  or  whatever  it  is,  that  a  man  has  got  in  his 
pocket  is  going,  but  all  I  said  was  if  the  liability 
continues  it  has  to  go. 

10.469.  (Mr.  Gillan.)  It  seems  to  me  rather  a 
partial  view  if  I  may  say  so,  from  this  point  of  view, 
that  when  a  country  has  got  an  adverse  balance  of 
trade  it  does  not  seem  to  me  that  it  is  very  different 
from  the  position  of  the  ordinary  individual  with  whom 
things  have  gone  wrong  ;  he  has  either  to  iucrease  his 
output  of  commodities  or  he  has  got  to  go  without  other 
things  which  he  is  ordinarily  getting,  that  is  to  say, 
imports.  In  one  way  or  another  he  has  certainly  got 
to  square  the  balance,  but  my  point  was  that  this 
money  which  they  need  for  every  day  transactions  is 
one  of  the  last  things  that  they  can  do  without,  and 
there  are  a  great  many  other  things  that  they  would  do 
without  first  ? — I  would  be  disposed  to  agree  with  you 
generally,  because  what  I  think  does  happen  is,  when 
other  amounts  of  gold  go,  that  has  the  effect  of  con- 
tracting the  cu-culation,  prices  fall,  and  that  means 
that  commodities  can  go  which  could  not  go  before, 
and  securities.  I  am  only  saying  that,  theoretically, 
you  have  got  to   pay    youi-    obligations.     A  position 
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miglit  arise  where  you  may  be  able  to  pay  yoiu-  obliga- 
tions in  some  other  way,  and,  if  so,  then  you  are 
reheved  from  paying  them  out  of  your  pocket. 

10.470.  It  is  not  only  in  money  that  you  meet 
them — in  adjusting  the  balance  ? — That  is  what  the 
adverse  balance  of  trade  means,  of  coui'se. 

10.471.  Putting  your  waistcoat  pocket  money  aside 
now,  -with  regard  to  the  rest  you  have  a  resei-ve  with 
the  people  ? — Yes. 

10.472.  You  have  some  reserve,  on  yom-  assumption, 
with  the  banks  ? — Yes. 

10.473.  You  have  some  reserve  with  the  Govern- 
ment ? — Yes. 

10.474.  Do  you  gain  anything  by  that  dispersal  of 
reserves  ?  I  think  in  answer  to  the  Chairman  you 
quoted  from  some  continental  authority  who  said  that 
he  considered  that  the  money  which  was  with  the 
people  was  actually  more  potent  than  the  money  held 
in  a  central  reserve  ? — ^Yes.  I  do  not  agree  with  that 
view  myself,  but  I  was  merely  quoting  an  extreme  view 
in  the  opposite  direction  rather  on  the  lines  of  my 
thesis.     I  do  not  agree  with  that  extreme  view. 

10.475.  To  sum  it  up,  it  seems  to  me  that  there  are 
two  views,  and  I  am  not  quite  certain  which  you  hold. 
One  is  that  probably  there  will  be  a  natm-al  growth  in 
the  gold  circulation  as  the  country  grows  richer,  and 
as  you  said  a  higher  unit  of  value  is  required,  and  so 
on  ? — Yes. 

10.476.  And  you  would  do  nothing  to  interfere  with 
that  growth  ? — No. 


10.477.  That  is  one  thing.  The  othier  is  that  this 
is  really  a  very  urgent  matter  for  the  support  of 
exchange,  and  for  one  reason  and  another,  and  that  we 
cannot  get  on  without  it,  and  that  therefore  Govern- 
ment ought  to  push  it  on  ? — I  do  not  believe  in  pushing 
gold  in  the  sense  of  asking  a  man  to  take  what  he  does 
not  want.  I  think  it  is  the  worst  way.  If  it  is  your 
object  it  is  the  worst  way  of  pushing  it.  The  way  of 
pushing  gold  is  to  show  anxiety  to  receive  it.  If  we 
showed  ourselves  anxious  to  receive  sovereigns  we 
should  get  more.  As  regards  pushing  gold,  I  would 
never  do  it  by  asking  a  man  to  take  it ;  the  way  in 
which  you  can  push  gold  in  the  sense  of  getting  more 
into  circulation  is  by  giving  facilities,  that  is  to  say, 
cashing  sovereigns  in  silver  up-country,  and  things  of 
that  kind,  where  we  cash  notes.  There  are  many  ways 
of  that  kind  of  making  a  coin  more  popular.  You  will 
never  make  a  man  take  a  coin  he  does  not  want,  and  it 
is  the  woi-st  thing  you  can  do  to  ti'y. 

10.478.  But  does  it  come  to  more  than  this,  that 
you  foresee  this  natural  growth  and  would  do  nothing 
to  stop  it  ? — If  anything,  I  would  do  something  to 
encourage  it.  I  would  rather  encourage  it,  because  I 
woidd  reduce  the  position  which  we  are  in  of  having 
this  large  amount  of  currency  which  is  token.  I 
would  rather  have  that  replaced  by  some  cuiTency 
which  has  intrinsic  value.  In  other  words,  I  would  let 
people  have  the  silver  they  want,  and  I  would  let 
people  have  the  gold  they  want,  and  what  profits  I 
made  from  the  silver  they  want  I  woidd  put  into  the 
gold  and  keep  my  gold.  I  think  the  Chairman  summed 
it  up  pretty  clearly. 


The  witness  withdrew. 
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PeBSBNT  : 

The  Right  Hon.  AUSTEN  CHAMBBELAIN,  M.P.  (Chairman) 


Lord  Fabee. 

Lord  KiLBBACKBN,  G.O.B. 

Sir  Eenbst  Cable. 

Sir  Shapueji  Buejoeji  Beoacha. 

Sir  James  Beqbie. 


Mr.   KOBEET   WOODBUEN   GiLLAN,    C.S.I. 

Mr.  Heney  Neville  Gladstone. 
Mr.  John  Maynaed  Keynes. 

Mr.  Basil  P.  Blackett  {Secretary). 


Mr.  Laueencb  Cueeie  called  and  examined. 


10.479.  (Chairman.)  You  are  a  member  of  the 
Council  of  the  Secretary  of  State  ? — Yes. 

10.480.  And  a  member  of  the  Finance  Committee 
of  that  Council  ? — Yes. 

10.481.  When  did  you  join  the  Council? — In 
July  1911.  I  succeeded  Lord  Inchcape  when  he 
retired.  , 

10.482.  I  believe  you  have  prepai'ed  a  memorandum 
for  our  use,  which  we  can  print  ? — -Yes  (see  Appendix 
xxxii.,  page  669.) 

10.483.  I  would  like,  first  of  all,  to  have  your  views 
on  the  question  of  the  management  of  the  balances  in 
England.  I  suppose  we  must  anticipate  that  there 
will  for  some  time  be  considerable  balances  P — ^At  the 
present  moment  there  are  only  about  four  millions, 
which  is  not  much  more  than  the  normal.  I  think- 
there  always  were  between  three  and  four  millions 
before  1908-9. 

10.484.  That,  I  think,  is  the  figure  which  is 
regarded  as  the  minimum  balance  necessaiy  for 
security  ? — Yes  ;  I  believe  the  Secretary  of  State  does 
not  feel  happy  if  the  balances  go  below  that. 


10.485.  In  recent  years  the  balances  have  been 
very  much  larger,  have  they  not."— Since  1909  they 
been  very  much  larger. 

10.486.  Owing,  I  suppose,  in  the  main  to  the 
exceptional  prosperity  which  India  has  enjoyed  ?— Yes  ; 
it  is  mainly  that. 

10.487.  I  thmk  you  were  going  on  to  say,  partly 
to  other  circumstances  ?— Partly,  I  suppose,  to  under- 
spending. 

10.488.  The  same  causes  might  produce  the  same 
results  in  the  future  ?— Yes,  I  should  think  quite 
possibly  they  would  in  the  future. 

r  ^3^'^^^"  ^^  ^^^^  ^®®^  *^®  practice  for  some  years, 
I  think,  under  those  circumstances  to  lend  from  these 
balances  to  certain  approved  borrowers  ? — Yes.  That 
has  been  done,  I  think,  for  a  great  number  of  years, 
even  before  the  India  Council  came  into  existence.  I 
believe  the  old  East  India  Company  used  to  do  it. 

10,490.  Does  your  experience  lead  you  to  approve 
of  the  pi-actice  .'—I  fail  to  see  what  else  can  be  done, 
ujiless  you  leave  all  the  money  at  the  Bank  of 
England. 
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10.491.  Let  me  ask  you  first  in  regard  to  the  present 
practice.  Do  yon  Qiinlc  that  the  methods  used  for 
forming  a  list  of  approved  borrowers  are  sufficient,  or 
would  you  suggest  any  improvement  or  change  in 
them  ?— I  think  the  list  comprises  all  the  borrowers 
who  vould  ordinarily  be  lent  to  by  the  Joint  Stock 
Banks,  and  all  those  who  would  come  and  borrow  money 
at  the  Bank,  of  England  when  they  could  not  ^et  it 
elsewhere.     1  think  we  have  got  all  the  large  houses. 

10.492.  I  think  one  of  my  colleagues  oq  the 
Commission  observed  to  one  of  the  earlier  official 
witnesses  that  he  himself  had  been  in  the  City  for  some 
time,  but  that,  until  recently,  he  had  not  known  at  all 
of  this  system  ?— Yes ;  I  read  that.  I  think  it  was 
Mr.  Gladstone  who  made  that  obsei-vation.  (Cd  7069 
Qs.  1956-7.) 

10.493.  But  you  do  not  think  there  are  many  firms 
who  are  equally  desirable  as  borrowers,  but  who,  until 
recently,  have  been  unaware  of  the  practice  of  the 
Secretary  of  State  to  lend  these  balances  ? — I  do  not 
think  that  can  be  so,  because  it  is  always  put  in  the 
newspapers. 

10.494.  {Mr.  Gladstone.)  Of  course,  I  was  perfectly 
aware  that  the  India  Office  did  lend  these  balances,  but 

■  I  was  not  aware  of  the  system  by  which  firms  were 
placed  on  the  list  ? — I  understand.  Any  firm,  if  it  is 
of  sufficient  standing,  is  put  on  the  list.  I  think  the 
only  times  when  they  have  been  refused  are  when  the 
firms  are  not  considered  to  be  sufficiently  strong. 

10.495.  (Chairman.)  "What  was  passing  through  my 
mind  was  this  :  In  recent  years  the  balances  have  been 
so  high  that  you  have  had  more  money  than  you  could 
place  with  the  approved  list  of  borrowers  ? — That  has 
been  so. 

10.496.  Did  you  take  any  steps  at  that  time  to  see 
whether  you  might  extend  the  list  safely  p— I  per- 
sonally was  not  on  the  Council  at  the  time  when  it 
began,  and  I  do  not  think  at  any  time  since  I  have 
been  on  the  balances  were  quite  as  high  as  they  were 
at  the  time  when  Lord  Inchcape  was  chairman ;  so 
probably  that  is  a  question  which  had  better  be 
addressed  to  him.  Looking  over  the  people  we  do 
business  with  ourselves  in  the  City,  I  find  they  are 
very  much  the  same,  and  I  do  not  think  there  are  firms 
of  any  considerable  magnitude  who  are  not  on  tlie 
list ;  certainly  if  they  have  wished  to  be. 

10.497.  When  the  balances  grew  so  large  that  the 
approved  list  of  borrowers  could  not  absorb  them, 
they  were  then  lent  to  certain  banks  ? — Yes.  The  list 
eventually  was  seven,  I  think ;  but  originally  it  was 
confined  to  three. 

10.498.  What  is  your  view  of  that  process?  —  I 
think  1  have  stated  in  the  memorandum  (App.  xxxiii., 
page  669)  that  I  thought  it  was  justifiable  at  the  time, 
but  I  do  not  think  it  would  do  to  make  a  permanent 
practice  of  it. 

10.499.  You  observed  in  the  memorandum  that 
you  have  submitted  that,  while  you  think  this  was 
justifiable  as  a  temporary  expedient,  you  would  not 
like  to  revert  to  it,  and  still  less  to  establish  it  as 
part  of  the  regular  practice? — That  is  my  view.  I 
beUeve  it  was  Lord  Inchcape's  intention  that  it  should 
be  quite  temporary.  It  went  on,  I  think,  for  about 
three  and  a  half  years. 

10.500.  Would  you  tell  me  on  what  that  view  is 
founded  ? — I  think,  as  a  general  practice  or  principle, 
perhaps  it  is  undesirable  for  the  Government  to  lend 
money  in  very  large  sums  without  security.  1  think, 
in  these  cases,  they  were  absolutely  safe,  but  I  think, 
as  a  general  rule,  when  they  can  get  security  it  is 
better  to  have  it. 

10.501.  Your  objection  to  the  practice  of  lending 
to  the  banks,  as  it  prevailed,  is  the  absence  of 
security? — That  is  one  objection.  I  think  another 
point  is  that  it  is,  perhaps,  rather  invidious  to  choose 
banks.  Once  it  became  publicly  known  that  the  India 
Council  was  lending  in  this  way,  it  would  become  very 
invidious  to  keep  out  any  bank,  and  yet  there  might 
be  a  time  when  it  might  not  be  desirable  to  have  all 
the  banks. 

10.502.  I  quite  follow  that  argument ;  but  does 
that  not  apply  also  to  the  list  of  what  I  may  call 
private  borrowers,  that  is,  the  list  of  approved  firms  ? 


— In  their  ca^e  they  have  security;  so,  even  at  the 
worst,  if  something  happened  to  them,  we  should  be 
left  with  the  security. 

10.503.  That  is  quite  true ;  but  at  the  same  time 
I  take  it  that  you  would  not  wish  to  lend,  and  in 
practice  did  not  contemt)late  lending,  to  everybody 
who  might  offer  to  deposit  security  ?— No.  We  take 
great  pains  that  nobody  is  on  the  list  who  we  think  is 
at  all  doubtful.  At  the  same  time  it  always  may 
happen  in  a  time  of  crisis  that  even  some  of  the  firms 
who  were  considered  quite  good  may  suddenly  be 
unable  to  meet  their  engagements.  It  has  happened 
twice,  I  think,  and  only  twice  in  the  history  of  -the 
Council. 

10.504.  And  then,  though  the  security  would  be 
ample,  it  could  not  be  realised  at  the  moment  ? — That 
is  so.  It  was  before  I  was  on  the  Council ;  but  I 
remember  one  case  was  in  reference  to  some  people 
that  we  ourselves  had  to  do  with  in  the  City. 

10.505.  Having  regard  to  that,  is  it  not  true  that 
you  have  to  exercise  the  same  kind  of  selection  with 
reference  to  the  firms  which  you  will  take,  as  you  do 
with  reference  to  the  banks  which  you  will  take  ? — 
Yes  ;  but  I  think  it  would  be  very  difficult  if  you  had 
the  banks  and  it  was  known  you  were  lending  to  them, 
not  to  have,  for  instance,  all  the  clearing  banks  on  the 
list — it.  would  be  practically  rather  a  sluj.- if  you  did 
not.  Yet  there  might  come  a  time  in  regard  to  one 
or  moi-e  of  them  when  there  might  be  reasons  for  not 
keeping  them  on  our  list,  and  then  if  you  withdrew 
them,  it  would  certainly  be  very  damaging  indeed. 

10.506.  I  gather  from  what  you  say  that  you  feel 
the  whole  responsibility  is  rather  a  difficult  one  to 
dischaj'ge  ? — Yes. 

.  10,507.  Or  perhaps  I  should  rather  say  an  invidious 
one  ? — I  think  in  the  selection  it  would  become  very 
much  so. 

10.508.  Have  you  ever  considered  in  those  cu-cum- 
stances  whether  it  would  be  possible  to  relieve  the 
India  Office  of  a  task  (I  do  not  wish  to  be  thought  to 
be  criticising  it  at  this  moment)  which  is  certainly 
invidious  and  difficult,  and  to  transfer  it  to  some  other 
authority  ? — Such  as  to  a  State  bank  ? 

10.509.  In  the  first  place,  I  was  going  to  suggest 
■  the  Bank  of  England.     Would  it  be  possible  to  employ 

the  Bank  of  England  to  do  the  work  which  is  now 
being  done  by  the  Finance  Committee  through  their 
broker  ? — Of  course  they  do  part  of  the  work  now ; 
they  look  after  the  securities. 

10.510.  Could  they  look  after  the  lending? — ^I 
dare  say  they  could,  but  they  would  probably  make  a 
considerable  charge  for  it. 

10.511.  Do  you  think  it  would  be  more  expensive 
to  do  it  through  them  than  it  is  at  the  present  time  ? 
— I  should  imagine  so.  It  could  no  doubt  be  done  in 
that  way.* 

10.512.  I  will  not  at  the  moment  refer  to  your 
suggestion  about  the  State  bank,  but  I  may  come  back 
to  that  later.  In  regai-d  to  the  expense  of  this 
financial  arrangement,  has  the  broker's  remuneration 
been  under  review  in  your  time  ? — No.  I  have  read 
the  evidence  which  was  given  by  Mr.  Scott,  and  also 
by  Mr.  Badock  on  that  point. 

10.5 13.  What  is  your  own  feeling  ? — My  own  feeling 
is  that  it  is  not  excessive.  Of  course,  he  appeared  to 
get  a  very  large  sum  in  those  three  years,  but  he  had 
a  good  deal  to  do  for  it,  and  I  do  not  think  you 
could  pay  very  much  less  to  anybody  who  has  got  to 
do  that  sort  of  work.  You  see  Mr.  Scott  belongs  to  a 
firm  who  make  very  considerable  profits,  and  this  part 
of  it  is  only  a  comparatively  minor  part  of  the  firm's 
profit,  although  it  takes  up  practically  the  whole  of 
Mr.  Scott's  time. 

10.514.  I  see  that  he  belongs  to  a  firm  which  is 
engaged  in  other  business  ? — Yes. 

*  JVote  hij  witness. — I  doubt  whether  the  Bank  would  care 
to  undertake  this  work  as  it  would  at  certain  times  compete 
with  their  own  oiieratioiis.  Tn  any  case  I  am  convinced  th.it 
it  would  prove  very  much  more  expensive  than  the  present 
method.  The  Bank  would  h.ardly  charge  less  than  \  per  cent., 
and,  taking  the  amount  lent  on  the  market  in  191 2-.S,  this 
woiid  work  out,  approximately,  at  35,0002.,  as  oomparcl  with 
something  under  9,000?.  paid  to  Mr.  Scott. 
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10.515.  I  understand  that  he  joined  the  firm — I 
think  we  had  it  in  evidence — on  the  requisition  of  the 
India  Office  ? — Tes.  I  imagine  that  was  because  it 
was  thought  desirable  that  he  should  be  in  a  firm  who, 
when  we  brought  out  loans,  would  be  able  to  assist  the 
Council  both  with  advice  and  in  placing  them. 

10.516.  Does  not  that  place  him  in  rather  an 
invidious  position  ? — 1  have  not  heard  that  he  has 
found  it  to  be  so.  Do  you  mean  that  he  is  supposed 
to  serve  two  masters,  or  what  ? 

10,617.  He  has  got  Indian  money  to  place,  and  his 
firm  perhaps  have  new  issues  to  place.  Again,  I  must 
guard  myself ;  I  do  not  want  you  to  think  that  I  have 
in  my  mind  for  a  moment  that  anything  improper  in 
that  respect  has  taken  place ;  but  does  not  that  put  him 
in  the  same  kind  of  invidious  position  which  you  feel 
the  India  Office  is  in  if  it  has  to  select  amongst  banks  ? 
—  We  do  not  lend  on  Stock  Exchange  security  ;  we 
lend  on  what  are  called  floaters,  so  he  would  not  be 
able  to  do  anything  very  much  if  he  wished.  Any 
good  firm  who  wished  to  borrow  on  what  is  called 
floaters  could  boiTow.  I  believe  it  is  not  alleged  that 
Mr.  Scott  ever  favoured  any  one  firm  more  than  another. 

10.518.  I  entirely  agree ;  I  have  heard  no  sugges- 
tion of  the  kind.  What  I  felt  was  that  Mr.  Scott 
himself,  just  like  the  Finance  Committee  of  the  India 
Council,  was  placed  in  a  position  in  which  wholly 
unjust  suspicions  might  arise,  against  which  it  would 
be  \ery  difficult  for  him  to  defend  himself  ? — I  do  not 
think  that  has  really  ever  arisen.  I  have  never  heard 
in  the  City  any  complaint  of  the  way  that  he  has  done 
the  work.  I  think  that  occasionally  he  has  not  got 
perhaps  quite  the  best  rate,  but  that  is  quite  a 
different  story,  and  has  nothing  to  do  with  favouring 
any  one  firm. 

10.519.  When  I  suggested  that  this  worji  possibly 
might  be  done  by  the  Bank  of  England — and  I  made 
the  suggestion,  not  because  I  thought  there  had  been 
any  great  abuses  in  what  has  happened,  but  because  I 
think  it  is  desirable  to  guard  the  Government  and 
Govei-nment  officials  against  even  the  possibility  of 
suspicion — you  said,  I  think,  that  the  Bank  of  England 
might  do  it  on  tenns,  but  their  charges  would  probably 
be  high  ? — Our  experience  of  the  Bank  of  England  is 
that  their  charges  are  not  generally  low. 

10.520.  They  do  a  good  deal  of  business  for  the 
Finance  Committee  ? — Tes,  they  do ;  and  I  do  not 
think  the  charge  they  make  is  unreasonable. 

10.521.  Do  you  think  the  actual  charge  reasonable 
for  the  work  that  they  do  ? — The  balance  has  not 
increased  of  late  years,  and  of  course  the  work  has 
increased  very  largely.  The  only  charge  perhaps  that 
is  rather  high  is  the  charge  they  make  for  printing  the 
cuiTency  notes  ;  I  do  not  know  whether  you  have  had 
any  evidence  on  that  ? 

10.522.  Ko? — That  does  not,  I  think,  really  come 
into  this  point,  but  we  are  at  present  engaged  in  asking 
them  to  reduce  it. 

10.523.  As  regards  the  class  of  securities  on  which 
you  lend,  do  you  think  any  changes  are  desirable 
there  ? — ^I  have  said  in  the  memorandum  (App.  xxxiii., 
page  669)  that  if  it  became  so  large  an  amount  that 
we  could  not  lend  it  on  floaters  and  Indian  railway 
debentures,  it  might  be  desirable  to  take  what  they  call 
bank  biUs  ;  that  is,  such  bills  as  the  Bank  of  England 
would  discount  on  the  market  or  would  lend  on. 

10.524.  Is  that  a  security  which  with  your  present 
financial  organisation  you  are  well  equipped  for  judging 
of  ? — I  think  we  should  throw  the  onus  on  the  Bank  of 
England  in  that  case.  At  present  they  have  to  see 
that  the  security  is  all  right,  and  we  should  tell  them 
only  to  take  such  bills  as  they  would  take  themselves. 

10.525.  At  the  present  time  you  lend  only  on 
securities  inscribed  at  the  Bank  of  England  ? — That 
is  so. 

10.526.  And  you  do  not  lend  on  any  securities 
inscribed  at  any  other  bank? — That  is  so.  That  is 
really  for  the  convenience  of  the  Bank  of  England, 
and  it  would  rather  complicate  the  work  not  to  do  that. 
I  think  Mr.  Scott  has  explained  the  case  on  that  point. 

10.527.  We  did  examine  him  on  that  point,  and  I 
would  like  to  pursue  it  a  little  further  with  you,  if  you 
do   not   mind  ? — There   is   absolutely  no  objection,  I 


think,  to  lending  on  other  securities,  such  as  those  that 
are  inscribed,  for  instance,  with  the  London  County 
and  Westminster.  The  only  difficulty,  I  suppose, 
would  be  to  get  the  security  communicated  to  the  Bank 
in  sufficient  time  in  the  afternoon  for  the  Bank  to  be 
satisfied  it  was  aU  right. 

10.528.  Would  not  a  letter  from  the  bank  where 
the  security  was  registered,  stating  that  it  was  trans- 
ferred into  the  names  of  the  nominees  of  the  India 
Office,  be  a  sufficient  guarantee  for  the  Bank  of 
England  ? — I  suppose  it  would  if  you  could  get  them 
to  sign  it.  I  do  not  know  whether  you  could  get  bank 
managers  to  wi-ite  such  a  letter ;  if  all  their  customers 
asked  them  to  do  that  it  might  be  rather  arduous.  It 
has  got  to  be  done  at  once,  you  see. 

10.529.  I  should  have  thought  the  India  Office  was 
a  sufficiently  important  customer  to  have  some  atten- 
tion paid  to  its  wishes  ? — It  is  not  a  customer  of  the 
London  County  and  Westminster,  except  that  it 
sometimes  has  deposits  there. 

10.530.  At  any  rate  the  difficulty  woTild  not  arise 
in  the  India  Office  ? — I  think  it  would  arise  in  the 
Bank  of  England.  I  suppose  they  would  take  as  a 
matter  of  course  a  letter  from  the  London  County  and 
Westminster,  but  that  really  is  a  point  on  which  you 
would  have  to  ask  the  Bank  of  England  officials,  I 
think,  and  ascertain  how  they  would  propose  to  deal 
with  it.  As  I  said,  there  can  be  no  other  objection  as 
regards  the  security.  It  would  not  very  much  widen 
the  number  of  stocks,  though. 

10.531.  Ton  yourself  suggest  in  your  memoi-andum 
(App.  xxxiii.,  page  669)  that  if  the  balances  did  rise 
very  high  again  you  might  extend  your  list  of  securities 
to  bank  bills  ? — Yes. 

10.532.  And  you  say  that  in  practice  it  would 
probably  be  found  desirable  to  restrict  the  loans 
against  bills  to  the  two  discount  companies  and  to  two 
or  three  of  the  larger  firms  'i — If  you  only  took  a  cer- 
tain quantity  of  them,  I  think  it  would  probably  be 
better  to  do  that. 

10.533.  Do  you  not  think  that  would  involve  the 
India  Office  in  new  criticisms  or  suggestions  of  par- 
tiality or  favouritism  .= — I  should  not  have  thought 
so,  but  if  it  were  thought  desirable  we  could  take 
a  third  from  any  of  the  smaller  firms  as  well.  I 
do  not  think  there  would  be  any  great  objection  to 
that,  and  it  probably  would  work  out  in  that  way. 

10.534.  Now  I  will  turn,  if  I  may,  from  the  balances 
in  London  to  the  balances  in  India.  You  yourself  are 
not  inclined  to  favour  the  loaning  out  by  the  Govern- 
ment in  India  of  their  surplus  balances? — It  struck 
me  that  it  would  be  better  to  loan  from  the  Paper 
CuiTency  Reserve,  because  then  it  would  be  less  likely 
to  fluctuate.  I  think  it  would  be  undesirable  occasion- 
ally when  balances  are  low,  if  you  once  began  lending, 
to  have  to  draw  back. 

10.535.  Therefore,  if  any  such  assistance  is  to  be 
given,  you  would  prefer  it  to  be  given  from  the  Paper 
Currency  Resei-ve.  on  the  ground  that  it  would  be  a 
more  stable  and  less  uncertain  source  ? — Tes.  I  do  not 
think  if  the  balance  is  very  high  there  would  be  any 
objection  to  the  other  ;  but  it  would  be  unfortunate  if. 
having  once  stai-ted  it,  they  had  to  withdraw  it. 

10.536.  I  understand  you  see  no  objection  to 
moderate  loans  fi-om  the  Paper  Currency  Resei-ve  ? — 
None  at  all. 

10.537.  That  might  involve,  and  would  involve,  I 
think,  some  alteration  in  the  present  law? — Yes;  I 
think  it  could  not  be  done  at  the  moment. 

10.538.  At  the  present  time  the  fiduciary  issue,  I 
think,  is  of  a  certain  fixed  amount  ? — Yes. 

10.539.  What  is  youi-  proposal?  Is  it  that  the 
law  should  be  varied,  so  that  a  portion  of  the  existing 
fiduciary  issue  should  be  issued  against  some  form  of 
secm-ities  that  would  give  relief  to  the  money  market ; 
or  is  it  that  we  should  increase  the  fiduciary  issue  ? — 
I  think  they  now  hold  in  the  Paper  CuiTency  Reserve 
a  considerable  number  of  securities,  and  I  say,  instead 
of  holding  those  securities,  I  should  lend  if  it  was 
thought  desirable  to  do  so. 

10.540.  Do  you  think  the  time  has  come  when  the 
total  amount  of  the  fiduciaiy  issue  might  be  recon- 
sidered ? — I  have  not  really  considered  that  point. 
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10,541.  As  regards  the  Gold  Standard  Reeerve,  you 
have  expressed  the  ophiion  that  it  should  be  held 
mainly  in  London  ? — Tes. 

-'-  •  10,542.  And  you  give  as  a  reason  for  that,  that  it  is 
in  London,  alone  that  it  can  be  used  ? — Yes,  I  think 
that  is  so. 

10.543.  I  presume  your  meaning  there  is  that  it 
exists  for  the  purpose  of  maintaining  exchange  ? — Yes. 

10.544.  And  that  if  an  exchange  crisis  occurs,  it  is 
in  London  that  it  would  be  wanted  ? — Yes,  otherwise 
you  would  have  to  ship  the  gold  from  India,  which 
seems  i-ather  an  expensive  operation. 

10.545.  You  sujipoi-t  the  policy  adopted  in  recent 
years  of  accepting  short-dated  secuiities  i-ather  than 
making  permanent  investments  in  stock? — Yes. 

10.546.  And  you  would  like  to  go  further,  and  sell 
the  irredeemable  stocks  by  degrees  ?  —  I  think  I 
should  as  occasion  offers. 

10.547.  Even  if  some  loss  were  entailed  in  the 
present  ? — I  am  afraid  it  is  inevitable  that  there  must 
he  some  loss. 

10.548.  Have  you  formed  in  your  own  mind  any 
idea  as  to  the  total  amount  which  ought  to  be  held  in 
the  Gold  Standard  Reserve,  or  as  to  the  standard 
which  ought  to  govern  that  amount  P — Do  you  mean 
the  total  of  the  Gold  Standard  Reserve  altogether  ? 

10.549.  In  the  first  place,  I  mean  the  total  of  the 
whole  Gold  Standard  Resei-ve  in  whatever  foi-m  it  is 
held  ? — -The  present  limit  is  supposed  to  be  25  millions, 
but  I  think  it  might  quite  well  be  somewhat  higher 
than  that ;  and  I  should  be  quite  l-eady  to  see  rather 
moj'e  gold  than  five  millions. 

10.550.  1  would  like  to  come  to  the  question  of  how 
much  is  held  in  actual  gold  a  little  later.  First,  as 
regards  the  total  amount,  what,  in  your  mind,  are  the 
conditions  which  govern  the  amount  at  which  the  Gold 
Standard  Reserve  ought  to  stand  ? — Primarily,  the 
amount  that  might  possibly  be  needed  for  exchange. 

10.551.  At  what  do  you  think  that  should  be  fixed  ? 
■ — We  have  only  got  a  limited  experience  as  to  what 
might  be  required,  and  it  must  be  a  matter,  I  think, 
rather  of  guesswork. 

10.552.  I  quite  agree,  but  let  me  try  and  make  my 
exact  point  a  little  clearer.  Some  of  the  witnesses 
who  have  come  before  us  seem  to  think  that  the 
amount  at  which  the  Gold  Standard  Resen'e  ought  to 
stand  coiTesponds  in  some  rather  direct  and  immediate 
way  to  the  number  of  rupees  in  circulation;  while 
other  witnesses  hold  that  the  amount  of  the  Gold 
Standard  Reserve  should  really  be  dependent  i-ather 
on  the  circumstances  of  Indian  trade,  and  the  possible 
adverse  balance  which  might  arise  in  that  trade  ? — ^I 
thmk  the  latter  view  is  cei-tainly  the  one  I  should 
favour. 

10.553.  Therefore,  as  trade  expands  and  the  pos- 
sible difHerence  grows  greater,  you  would  like  to  see 
the  Gold  Standard  Reserve  increased  ? — ^Yes. 

10.554.  In  the  same  sort  of  proportion  ?— -Yes  ;  I 
think  as  the  country  grows  richer  it  can  afford  it. 

10.555.  Now  as  regards  the  actual  gold,  have  you 
formed  in  your  own  mind  any  standard  as  to  the 
amount  of  actual  gold  to  be  held  ?— I  should  think  the 
proportion  probably  that  we  have  now  is  about  right ; 
we  have  about  a  fifth  of  the  Gold  Standard  Resei-ve 
in  gold. 

10.556.  Do  you  think  that  would  be  sufficient  if 
you  had  got  it  ? — I  think  if  the  reaei-ve  were  about 
25  millions,  if  the  actual  gold  were  a  fifth  or  possibly 
something  between  that  and  a  fourth,  that  would  be 
sufficient. 

10.557.  SuppoF.e  the  total  resei-ve  to  be  25  millions, 
and  you  held  from  a  fifth  to  a  fourth  in  gold,  that 
would  be  from  five  to  six  millions  ? — I  think  that  would 
be  quite  sufficient,  if  the  rest  was  in  loans  against 
securities  or  in  short-dated  securities  which  would  be 
at  once  realisable. 

10.558.  That  recommendation  then,  in  your  mind, 
connects  up  with  the  other  recommendation,  that  the 
irredeemable  stocks  should  be  giudua,lly  disposed  of? 
—Yes.  I  think  what  you  really  want  is  to  have  it 
quite  liquid,  and  whether  it  is  actually  in  gold  or  in 
securities  which  may  be  at  once  realisable  is  not  very 


material.     Of  course,  if  you  hold  a  great  deal  of  gold 
it  is  i-ather  wasteful. 

10.559.  On  the  other  hand,  I  suppose  you  would 
agree  that  if  such  a  resei-ve  is  maintained  at  all,  the 
first  requisite  is  that  it  should  be  sufficient  to  give  you 
real  security  ? — Yes,  certainly. 

10.560.  And  that  it  would  be  a  penny  wise  and 
pound  foolish  policy  to  run  after  interest  before  you 
have  got  that  security  ? — Quite  so  ;  but  I  do  not  think 
if  you  have  short-dated  secvuities  you  are  really  running 
any  great  risk. 

10.561.  Tm-ning  now  to  Council  bills,  I  think  you 
approve  generally  of  the  policy  prevailing  in  regard  to 
the  sale  of  Council  bills  ? — Yes. 

10.562.  I  think  you  refer  to  Mr.  Abrahams' 
evidence  on  this  point  in  your  memorandum,  and 
practically  accept  it  as  your  own  view  ? — Yes  ;  I  do 
not  think  there  is  anything  there  to  add. 

10.563.  You  say  in  your  memorandum,  at  the 
conclusion  of  paragraph  6,  (App.  xxxiii.,  page  669) 
which  deals  with  this  question,  that  any  restriction  of 
the  sale  of  these  bills  would  hamper  Indian  trade  and 
bring  about  an  unnecessary  export  of  gold  fi'om  this 
country.  Some  of  the  witnesses  who  have  come  before 
us  have  desired  to  see  the  sale  of  bills  restricted  for 
the  veiy  pui-pose  of  bringing  about  an  export  of  gold  ? 
— Yes ;  but  when  it  gets  there  it  does  not  appear  to 
go  into  circulation. 

10.564.  That  is  a  point  I  wish  to  come  to;  I  want 
to  ask  you  what  you  think  would  happen  to  the  gold 
if,  by  refusing  to  sell  Council  bills,  you  force  this 
export  to  be  maintained  ? — Probably  all  that  would 
happen  would  be  that  it  would  not  go  into  circulation. 

10.565.  Would  it  be  tendered  at  the  Government 
offices  for  exchange  into  rupees  ? — For  the  most 
part,  if  used  at  all,  it  wohld  be  used  in  that  way,  and 
then  we  should  have  to  buy  silver  in  this  country  to 
replace  it. 

10.566.  And  eventually  to  ship  the  gold  back  at 
your  own  expense  ? — Yes. 

10.567.  You  are  not  at  present  in  favour  of  coining 
gold  in  India  ? — No ;  I  do  not  think  there  is  a  demand 
for  it,  at  least  not  a  serious  demand,  and  the  sovereign 
appears  to  be  an  extremely  good  coin  for  circidation. 

10.568.  Some  of  the  witnesses  who  have  come 
before  us  have,  of  coui'se,  called  our  attention  to  the 
recommendation  of  the  Fowler  Committee  in  that 
respect,  and  they  have  appeared  to  think  that  it  was 
the  necessary  concomitant  of  a  gold  cun-ency ;  do  you 
think  that  is  so  ? — That  you  should  have  a  gold 
coinage  ? 

10.569.  That  you  cannot  have  a  gold  coiuage 
without  a  gold  mint  ? — I  should  not  have  thought  that 
was  necessary. 

10.570.  Experience  in  South  Africa,  for  instance, 
does  not  bear  that  out  ? — No. 

10.571.  Do  you  think  it  is  in  the  interests  of  India 
to  press  the  circulation  of  gold  ? — No,  I  think  if  they 
want  it  they  will  take  it,  and  if  they  do  not  they 
will  not. 

10.572.  In  so  far  as  one  form  of  coinage  is  better 
than  another,  do  you  think  gold  is  better  than  a  token 
coinage  in  silver  or  in  notes  ? — 1  do  not  think  it  makes 
much  difference  as  long  as  the  trade  of  the  country  is 
good. 

10.573.  Token  coinage  wiU  be  the  more  economical  ? 
Token  coinage  will  be  certainly  more  economical. 

10.574.  I  suppose,  and  this  has  been  the  view  of 
our  witnesses,  we  are  very  far  from  the  time  at  which 
under  any  circumstances  gold  will  be  the  prevalent 
medium  in  India  ? — I  imagine  so.  All  the  transactions 
are  so  small  over  the  greater  part  of  India  that  gold 
would  be  much  too  large  to  be  the  actual  medium ;  you 
want  a  rupee  there  instead  of  a  sovereign. 

10.575.  In  the  meantime,  would  you  be  mclined  to 
say  that,  provided  it  was  adequately  secui-ed,  it  was 
not  of  much  consequence  what  the  coinage  was  in 
India  if  the  exchange  was  fii-mly  maintained  ? — Yes ; 
I  think  it  is  best  to  keep  the  coinage  which  the  people 
have  been  used  to. 

10.576.  Under  present  cu-cumstances,  will  you  tell 
me  how  you  think  gold  can  best  be  used  for  the 
maintenance  of  exchange  ?— Suppose  Government  had 
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it  in  its  power  by  various  means  wiiich  it  could  use, 
either  to  put  five  millions  of  gold  into  circulation,  or  to 
draw  five  millions  of  gold  into  their  reserve,  which 
would  be  most  effective  for  the  maintenance  of 
exchange? — They  could  not  very  well  get  it  into 
circulation,  I  think  ;  I  do  not  think  that  is  possible. 

10.577.  Do  you  mind  for  the  moment  assuming  that 
it  was  possible  for  them  to  persuade  the  people  to  take 
it  ? — I  do  not  think  any  great  advantage  would  be 
gained,  even  if  it  was  so. 

10.578.  When  is  gold  most  useful  for  the  mainten- 
ance of  exchange — if  it  is  in  circulation  or  if  it  is  held 
in  reserve  ? — I  think  if  it  is  held  in  reserve. 

10.579.  Now  I  come  back  to  one  que^ion  which  you 
just  touched  upon  in  an  answer  to  me,  and  which  I 
think  is  the  last  I  want  to  raise  with  you ;  do  you  care 
to  express  any  opinion  about  the  suggestion  of  a  State 
bank  ? — I  have  thought  a  good  deal  about  a  State  bank, 
but  I  did  not  say  anything  about  it  in  the  memorandum 
because  it  was  written  some  time  ago,  and  before  the 
question  had  come  up.  Unless  there  is  a  very  strong 
demand  for  it  in  India,  I  think  it  would  be  rather  [a, 
mistake  to  establish  one.* 

10.580.  Perhaps  you  would  develop  the  reasons 
for  your  view  a  little  ? — I  do  not  think  the  bank  itself 
would  probably  prove  as  a  bank  as  effective  as  the 
Presidency  banks  are,  because  it  would  have  to  be 
somewhat  hampered  by  Government  control,  and  that 
would  probably  residt  in  its  not  lending,  I  should 
think,  as  speedily  as  the  Presidency  banks  do  now. 

10.581.  I  do  not  know  how  far  your  own  experience 
would  make  you  feel  competent  to  answer  the  question 
I  am  going  to  ask,  and  if  you  prefer  to  say  that  jou 
have  not  sufficient  knowledge  I  will  take  that  as  the 
answer :  do  you  think  that  India  is  adeqiiately  banked 
at  the  present  time  ? — I  do  not  know  enough  about  it 
at  the  present  time  to  say  But  I  do  not  know  that  a 
State  bank  would  add  much  to  banking  facilities. 

10.582.  There  is  one  further  question  I  should  like 
to  ask  you :  UntU  you  joined  the  India  Council,  ypn 
had  never  been  connected,  I  think,  with  the  Civil 
Sendee  in  any  official  capacity? — No,  not  at  all. 

10.583.  When  you  joined  it,  what  was  your  general 
impression  of  the  way  in  which  the  Civil  sei-vants  ir 
India  or  at  home  oan-ied  out  their  financial  duties,  in 
the  light  of  yoiir  experience  of  the  Tvay  in  which 
financial  duties  are  performed  elsewhere? — Do  you 
mean  the  management  of  the  balances  in  connection 
with  the  Bank  of  Englaiid? 

10.584.  I  did  not  put  my  question  very  clearly  : 
Tou  would  claim  without  previous  official  experience 
to  bring  a  business  man's  experience  to  the  manage- 
ment of  business  concerns;  judging  as  a  business 
man,  what  did  you  think  of  the  business  capacity  of 
the  administration  both  here  and  in  India  ? — ^In  regard 
to  India,  I  only  saw  what  you  see  in  the  office  here, 
but  I  should  have  said  that  Government  Departments 
take  longer  about  their  business  than  an  ordinary 
business  house  takes.  I  think  the  work  here  is  very 
well  done ;  but  I  cannot  say  perhaps  that  it  is  done 
with  quite  the  same  celerity  as  it  would  be  done  in  a 
bank  or  in  a  merchant's  office. 

10.585.  On  the  whole,  do  you  think  it  is  weU  done 
and  thoroughly  done? — Tes.  Of  course,  there  is  a 
great  deal  of  detail,  and  a  great  many  papers  which 
have  to  go  through  several  committees,  and  probably 
that  entails  more  delay  than  is  absolutely  necessary. 

10.586.  Apart  from  the  criticism  that  it  takes  longer, 
which  is  no  doubt  true,  because  Govei-nment  offices 
have   to   keep   a    record  of  a    much   more   elaborate 

*  Xote  hij  witnesH. — I  hope  that  a  State  bank  would  not 
be  establislied  until  it  is  certain  that  there  is  a  real  demand 
for  it  in  India.  I  doubt  whether  it  would  prove  as  efficient 
as  the  Presidency  banks  in  their  respective  localities.  I  do  not 
think  that  it  would  do  the  business  of  selling  Council  bills  or 
the  work  done  in  London  by  the  Bank  of  England  any  better, 
and  I  feel  certain  that  it  would  prove  vastly  more  expensive. 

If  a  State  bank  should  eventually  be  decided  on,  I  think 
it  should  be  modelled  as  far  as  possible  on  the  Bank  of  France, 
which  has  in  numerous  great  crises  proved  such  an  admirable 
institution.  The  dictum  of  its  founder  might  well  be  borne 
in  mind.  "  I  wish  the  bank  to  bo  sufficiently  in  tlie  hands  of 
the  Government,  and  yet  not  too  much  so." 


kind  than  a  private  firm,  would  you  make  any  general 
criticism  of  the  management  of  Indian  finance  as  you 
have  seen  it  in  the  India  Office  ? — No ;  I  think  it  is 
done  with  very  great  care.  Beyond  perhaps  the  length 
of  time,  I  do  not  think  it  could  be  improved. 

10;587.  One  criticism  has,  of  course,  come  to  our 
notice  more  than  once — that  is  the  suggestion  that 
those  who  are  responsible  for  Indian  finance  in  the 
India  Office  ai-e  thinking  much  more  about  London 
than  about  India  ? — I  do  not  think  that  is  a  very  fair 
criticism,  but  it  has  been  certainly  made.  There  is 
one  point  I  should  like  to  mention.  It  was  alleged 
that  these  large  balances  which  were  brought  over  here 
were  brought  to  ease  the  London  money  market  and  to 
please  the  London  bankers.  As  regards  the  London 
bankers,  it  would  certainly  have  been  much  more 
advantageous  to  them  to  have  been  without  these 
large  balances,  because  then  money  would  have  been 
more  valtiable  and  i-ates  would  have  been  conespondingly 
higher. 

10.588.  {Lord  Faber.)  1  think  you  have  told  us  that 
there  are  only  about  four  millions  of  balances  in 
London  ? — I  believe  that  is  so  at  the  moment. 

10.589.  What  has  become  of  the  big  balances  that 
were  afloat  at  the  beginning  of  the  year  ? — A  good  deal 
has  been  used  in  purchasing  silver.  We  had  to  buy  over 
three  millions  of  silver,  I  think.  Then  a  good  deal  has 
been  employed  in  buying  stores.  I  cannot  give  you 
the  exact  details. 

10.590.  I  suppose  they  have  been  used  in  place  of 
the  loan  which  is  generally  issued  at  the  beginning  of 
the  year,  and  which  was  not  issued  this  year  ? — Yes. 
We  had  no  loan ;  I  should  also  mention  that  fact. 

10.591.  Now  as  to  the  currency  reserve,  I  think  you 
said  that  you  would  be  disposed  to  sell  part  of  the 
secui'ities  in  that  resei-ve,  and  to  lend  the  money  to 
banks  ;  am  I  right  in  that  ? — Do  you  refer  to  the 
Paper  Currency  Reserve  in  India. 

10.592.  Tes  ? — I  think  if  we  thought  it  desii-able  to 
lend  to  the  banks  in  India  at  all,  that  would  be  a  better 
way  of  doing  it  than  lendhig  on  the  balances. 

10.593.  Tou  say  you  would  sell  the  securities  of  the 
currency  reserve  ;  would  you  invest  that  money  per- 
manently with  the  banks,  or  lend  it,  and,  if  so,  for  how 
long? — ^Tou  would  probably  only  lend  it  for  about. half 
a  year. 

10.594.  The  Paper  Currency  Reserve  would  lose  a 
good  deal  of  intei-est,  would  it  not,  by  lending  for  half 
a  year  to  the  banks,  and  then  having  it  thrown  back  on 
them  ? — Tes ;  but  we  get  3^  per  cent,  on  our  rupee 
paper,  and  as  we  would  get  nearly  7  per  cent.,  the  loss 
on  these  loans  to  which  you  refer  would  not  be  very 
big,  and  it  would  probably  be  balanced  by  the  advantage 
to  ti'ade, 

10.595.  Tour  point  is,  is  it  not,  that  by  lending 
your  money  to  the  banks,  you  would  get  as  much 
money  in  half  a  year  as  you  do  for  the  interest  on  your 
securities  now  ? — Tes,  I  think  that  would  probably  be 
the  case.  I  do  not  think  there  would  be  any  harm 
in  lending  a  small  amount  •  from  the  balances  at 
present,  but  I  should  be  averse  to  lending  a  lai'ge 
amount,  for  the  reason  that  you  might  have  to  reduce 
it  at  any  time. 

10.596.  In  regard  to  the  Gold  Standard  Reserve, 
do  you  consider  it  wise  to  sell  irredeemable  securities, 
say  Consols,  now  after  they  have  had  this  very  heavy 
fall  ? — ^I  do  not  feel  any  certainty  that  they  will  not 
have  a  further  fall. 

10.597.  But  we  are  getting  to  a  safer  basis,  are  we 
not  ?  We  are  getting  31.  10s.  from  an  investment  in 
Consols  now  as  against  21.  12s.  6d.,  the  return  when  the 
fall  started  ? — Of  course,  the  lower  they  go  the  safer 
you  will  be ;  but  I  am  afi-aid  that  in  case  of  a  European 
war  we  should  see  them  very  much  lower. 

10.598.  I  suppose  that  in  the  ease  of  a  European 
war  even  the  short-dated  securities  which  the  market 
favours  now  would  not  be  certain  to  be  paid  whettthey 
were  presented?— I  imagine  they  would  always  be 
paid,  but  they  might  have  to  be  renewed  at  a  very 
high  rate.  Somebody  else  would  probably  take  them 
on,  but  I  think  you  would  always  be  able  to  sell  these 
short-dated  securities. 
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10  o99.  It  IS  ratber  a,  new  security,  is  it  not,  in  our 
inarket,  having  regard  to  the  extent  to  which  these 
short-dated    securities   are    carried  now?— Yes       Of 

others'  ^^  ^""^  ®°*  '"""^  ^°''*^  ^"°*''  ^*"'  amongst 

V,  i^'i?'.,^*'.'^  you  have  a  great  deal  of  first-class 
short-dated  stock  from  the  United  States »— Yes  • 
there  is  that  on  the  market,  but  the  India  Council  does 
not  hold  this  stock.  I  am  talking  for  the  moment  of 
what  the  India  Council  have  got ;  we  have  some  of  the 
colonial  short-dated  secm-ities,  and  we  have,  of  com-se 
Exchequer  bonds  and  Treasury  bills. 

10.601.  I  am  not  certain  in  my  own  mind— I  may 
be  wi-ong  here -that  it  is  at  aU  certain  that  a  colonial 
security  will  be  paid  when  it  falls  due,  havmg  regard 
to  what  I  have  seen  lately.  I  do  not  believe  they  have 
all  been  paid,  but,  as  you  very  rightly  say,  they  have 
been  replaced  by  other  securities  or  by  a  new  security 
carrying  a  higher  value  ?— I  do  not  think  any  holder 
has  any  difficulty  in  getting  the  money  for  them  if  he 
wants  it.  They  have  been  replaced  by  others,  no 
doubt,  but  then  those  others  have  a  higher  value,  and 
that  tempts  the  public  to  take  them. 

10.602.  Arguing  on  that  line,  I  suppose  you  would 
say  that  you  would  always  be  able  to  sell  Consols  ?— 
You  will  always  be  able  to  sell  them  at  a  price,  no 
doubt ;  but  it  might  be  at  a  very  great  sacrifice. 

10.603.  {Sir  JEmest  Cable.)  I  think  in  answer  to 
the  Chairman  you  said  that  Mr.  Scott  did  not  always 
get  as  high  a  rate  of  interest  as  he  might  have  got  on 
the  loans  ? — That  is  what  has  struck  me,  and  I  have 
once  or  twice  talked  to  him  about  it.  Of  course,  he 
has  had  very  great  difficulties  when  he  has  had  very 
large  amounts  to  lend,  because  he  has  not  been  in  the 
position  of  a  banker  who  can  say,  If  you  will  not  take 
this  lot  we  do  not  care ;  we  will  sit  upon  the  money. 
His  instructions  from  this  office  have  always  been  to 
lend,  and  not  leave  more  than  half  a  million  at  the 
Bank  of  England.  I  think  that  occasionally  that 
practice  might  have  been  varied  with  advantage,  but 
that  has  been  the  rule  here  always,  and  th>!y  have  not 
at  present  seen  their  way  to  depart  from  it. 

10.604.  If  the  loans  were  made  through  a  bank, 
either  through  a  State  bank  or  through  the  Bank  of 
England,  you  think  you  might  secure  higher  rates  of 
interest  ? — I  do  not  feel  certain  that  the  Bank  of 
England  would  always  get  the  best  rate  if  they  did  the 
lending. 

10.605.  (Mr.  Gladstone.)  You  referred  to  there 
having  been  no  issue  of  sterling  loan  this  year ;  I 
think  the  rupee  loan  which  was  issued  in  India  was 
larger  than  usual  ? — Yes,  that  was  so. 

10.606.  Have  you  considered  the  feasibility  of 
borrowing  much  more  freely  in  India  than  has  been 
the  pi-actice  hitherto  ? — The  Government  of  India  has 
been  asked  to  do  that  more  than  once  since  I  have 
been  on  the  Council. 

10.607.  At  the  present  moment  money  can  be 
borrowed  on  more  favoui-able  terms  in  India  than  in 
England,  I  believe  ? — Yes.  The  India  rupee  paper  is, 
of  course,  3J  per  cent. 

10.608.  And  there  is  much  more  disposition  on  the 
part  of  the  natives  to  invest  in,  for  instance,  railway 
stocks  ? — Yes.  I  should  hope  .that  it  will  become 
more  and  more  possible  to  borrow  in  India.  It 
obviously  has  a  great  advantage,  not  only  from  the 
fact  that  it  relieves  this  market,  but  also  it  is  much 
more  strengthening  to  the  country  to  have  a  great 
holding  itself. 

10.609.  {Mr.  Keynes.)  We  have  had  evidence  that 
the  broker  is  very  seldom  allowed  to  lend  for  longer 
than  four  weeks  ;  is  that  a  wise  arrangement  in  youi* 
opinion  ? — I  think  that  probably  it  is,  on  the  whole, 
a  good  thing.  We  do  not  want  to  lock  up  our  money 
indefinitely,  as  we  might  otherwise  be  reduced  to 
borrowing  at  the  Bank  of  England  if  we  were  found 
to  be  short. 

10.610.  That  would  be  very  unlikely,  and  it  would 
not  be  a  very  desperate  contingency  if  it  did  happen  ? — 
I  think  it  would  be  less  likely  when  the  balances  are 
over  nine  millions  than  when  you  have  only  got  four 
millions. 


10,611.  Even  when  they  were  over  nine  millions 
there  were  not  loans  for  more  than  four  weeks  '■'— 
Except,  of  course,  to  the  banks,  which  were,  I  think 
tor  two  months.  You  could  not  get  a  very  much 
better  rate  of  interest  than  we  get,  taking  the  year  all 
round.  "^ 

10  612.  Is  it  not  the  experience  of  bankers  that  on 
the  whole  the  longer  they  can  lend  the  money  the 
more  favourable  the  tei-ms  they  can  get  ?— It  is  so  of 
course,  in  certain  times  of  the  year,  but  not,  'for 
instance,  at  the  beginning  of  the  year. 

10  613.  If  yon  are  going  to  lend  money  for  three 
months,  to  lend  it  in  three  instalments  of  four  weeks 
each  would  be  less  remunerative  than  to  lend  it  tor 
the  three  months  right  off.  It  may  be  the  case  that 
the  rate  you  may  get  for  the  first  four  weeks  will  be 
higher  than  what  you  may  get  for  the  whole  three 
months,  but  when  you  have  not  only  a  second  period 
of  four  weeks  but  a  third  period  of  four  vreeks,  that 
brings  the  figure  down.     Would  you  not  get  more  if 

you  lent  it  for  the  three  months  right  off" That 

would  not  always  be  the  case. 

10,614.  But  there  would  be  a  likelihood  of  it  "—I 
should  think  as  a  rule  that  would  probably  be  the 
case,  but,  of  course,  we  do  not  want  at  any  moment  to 
fand  ourselves  short  and  obliged  to  borrow  from  the 
Bank  of  England,  because  that  would  be  a  very 
unprofitable  business. 

10,61.5.  We  have  been  told  that  the  Accountant- 
(xeneral,  when  he  is  making  a  loan,  goes  on  the 
hypothesis  that  there  will  be  absolutely  no  receipts 
from  Council  bills  whatever;  is  that  not  excessive 
caution  ?— That  certainly  has  been  the  practice,  and 
1  should  say  it  is  very  rigid  financial  virtue  to  take 
that  line,  but  it  errs,  perhaps,  on  the  side  of  prudence. 

10.616.  It  is  always  the  case,  is  it  not,  that,  when 
the  demand  for  Council  bills  falls  off,  it  falls  off  as  a 
rule  gradually  except  at  a  time  of  great  crisis,  and  of 
that  there  is  a  few  weeks'  warning  P— Sometimes  it 
falls  off  very  much  more  suddenly  than  we  expect ;  it 
certainly  did  last  year.  I  think  in  Febiniary  or  March 
it  fell  off  rather  rapidly. 

10.617.  The  Accountant-General's  rule  is  of  a  oast- 
iron  nature,  is.  it  not  ?  It  might  be  of  useful  application 
sometimes  ;  but  there  must  be  times — for  instance  a 
month  ago,  say — when  it  must  be  exceedingly  unlikely 
that  there  would  be  no  receipts  from  Council  bills 
whatever  ? — I  do  not  think  a  month  ago  we  had  very 
good  balances. 

10.618.  But  on  any  occasion  hke  that,  would  not 
this  cast-iron  rule  work  badly  ? — T  think  there  would 
be  no  harm  in  modifying  it. 

10.619.  You  do  not  think  it  is  a  necessary  rule, 
although  it  would  be  sometimes  wise  to  act  as  if  it 
were  the  rule  ? — It  errs  on  the  side  of  caution,  as  I 
have  said,  and  I  do  not  think  it  is  absolutely  essential. 
Do  you  think  we  could  get  on  the  average  a  better 
rate  by  lending  for  longer  periods  ? 

10.620.  I  should  have  thought  that  to  be  absolutely 
certain  P — I  think  certainly  in  the  days  when  we  had 
the  nine  millions,  it  would  have  been  desirable,  and  of 
coui'se  that  practice  was  followed  in  the  case  of  the 
banks. 

10.621.  This  is  an  illusti-ation,  is  it  not,  of  the  sort 
of  cast-iron  rules  that  are  necessary  when  yon  have 
these  things  done  by  Government  Departments  P^I 
think  possibly  if  any  individuals  were  doing  it.  not 
through  a  Government  Department,  they  would  very 
likely  do  it  in  that  way,  just  as  a  bank  would. 

10.622.  With  regard  to  the  Gold  Standard  Reserve, 
on  the  question  whether  Consols  or  short-dated 
securities  should  be  mainly  held,  I  think  you  included 
under  short-dated  securities,  securities  which  are  pay- 
able within  four  years,  did  you  not  ? — Yes,  four  years 
was  the  maximum,  but  I  do  not  think  we  have  at  any 
one  time  a  very  considei-able  number  of  them. 

10.623.  In  that  event,  a  security  payuble  foui-  yeai-s 
hence  would  not  be  more  saleable  than  Consols,  would 
it  ? — I  think  it  would  be.  I  think  anything  that  has 
a  fixed  date  of  payment  would  be  saleable.  That 
certainly  has  been  the  case  within  the  last  three  or 
four  years ;  when  money  has   been   tight,  you  could 
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always  sell  things  with  three  or  four  years  to  run  at 
a  veiy  much  more  favourable  price. 

10.624.  I  do  not  think  this  is  a  thing  that  can  be 
answered  from  past  experience  because,  as  Lord  Faber 
has  pointed  out,  these  securities  are  new  things,  and 
there  has  been  no  crisis  since  they  wei-e  started  ? — 
People  have  always  been  able  to  get  rid  of  them. 

10.625.  Have  they  always  been  able  to  sell  quanti- 
ties ? — Tes,  without  dropping  anything,  or  getting  low 
prices ;  whereas  if  anybody  wei*e  to  sell  a  million  of 
Consols,  that  would  certainly  in  the  last  three  years 
have  lowered  the  price. 

10.626.  If  the  rate  of  interest  is  going  on  rising 
over  a  term  of  years,  Consols  will  go  on  falling,  whereas 
short-dated  securities  will  not? — That  is  so. 

10.627.  If  you  had  had  to  realise  Consols  last  year, 
you  would  have  lost,  would  you  not,  because  of  that 
long-period  movement  ? — Tes. 

10.628.  (Lord  Faber.)  If,  as  Mr.  Keynes  said,  you 
had  to-day  to  sell  half  a  million  of  Consols,  or  half  a 
million  of  four-year  colonial  bonds,  I  do  not  think  you 
would  lose  more,  would  you,  by  the  sale  of  Consols  than 
you  would  by  the  sale  of  the  four-year  colonial  bonds  ? 
Tou  would  drop  Consols  perhaps  a  half  per  cent., 
but  no  more  ? — Possibly  so. 

10.629.  And  you  would  have  to  drop  more  than 
a  half  per  cent,  on  the  others  ? — We  should  not, 
probably,  have  half  a  million  of  any  one  of  the  four- 
year  bonds.  The  majonty  of  our  investments  I  think 
are  quite  short. 

10.630.  One  is  swayed  by  what  has  happened  to 
Consols  in  the  past,  and  not  by  the  sale  value  to-day, 
I  think  rather  ? — That  is  so. 

10.631.  (Mr.  Keynes.)  Also  there  is  another  possi- 
bility :  Other  Governments,  I  think,  which  hold 
secui-ities  of  this  kind  in  resei-ve,  only  raise  money  on 
them,  and  do  not  sell  them  outright  in  the  market.  They 
pledge  them  to  the  Bank  of  England  or  some  other 
institution  ? — We  could  always  do  that,  if  necessary. 

10.632.  If  yovi  had  to  do  that,  would  it  not  be  much 
easier  to  do  it  with  Consols  than  with  other  securities  ? 
— Not  with  Exchequer  bonds  or  Treasury  bills. 

10.633.  No,  but  as  against  colonial  securities  ? — ^I 
do  not  advise  going  entirely  for  colonial  securities  ; 
I  think  that  would  be  most  undesirable.  I  think  a 
veiy  small  pi'oportion  of  oui-s  are  colonials ;  the 
majority  of  them  are  Exchequer  bonds  and  Treasviry 
bills. 

10.634.  Tovi  have  expressed  rather  a  feeling  against 
Consols,  and  I  was  suggesting  that  this  prejudice 
against  Consols  was  due  partly  to  the  fact  that  they 
have  fallen  over  long  periods  of  time,  and  partly  to 
the  assumption  that  the  Secretaiy  of  State,  having  to 
raise  money,  must  sell  out  ? — He  would  not  necessarily 
sell  out  in  a  time  of  panic. 

10.635.  If  he  did  not  have  to  sell  out,  he  ought  to 
have  that  sort  of  security  which  he  can  most  easily 
pledge? — Yes,  and  Exchequer  bonds  and  Treasui-y 
bills  would  be  quite  good. 

10.636.  They  are  no  doubt  excellent,  but  there  is  a 
very  limited  supply  of  them  ? — That  is  so. 

10.637.  After  them  would  you  not  say  that  Consols 
would  take  the  first  place  ? — If  you  do  not  want  to 
realise  them,  certainly  I  think  so ;  but  eveiy  year  you 
are  likely  to  make  a  further  loss  on  them,  at  least 
tliat  has  been  the  experience  of  the  last  five  or  six 
years. 

10.638.  If  you  act  on  that  hypothesis  you  are,  as  it 
were,  putting  youi-  opinion  against  that  of  the  market. 
The  market  price  at  any  moment  reflects  the  general 
opinion  on  that  point,  does  it  not? — In  the  case  of 
Consols. 

10.639.  Tou  are  saying  practically  that  Consols  are 
dear  at  theii-  present  price,  and  putting  your  opinion 
on  that  point  against  the  opinion  as  reflected  in  the 
market  price  P — I  do  not  quite  follow  you.  Do  you 
mean  that  the  opinion  of  the  market  is  that  they  are 
too  dear? 

10.640.  If  the  general  opinion  is  that  Consols  are 
going  to  fall  in  value,  that  would  be  reflected  in  the 
present  price ;  it  is  only  when  they  are  going  to  fall 
more  than  people  would  expect  that  it  would  be  dis- 


advantageous to  take  them  at  theii-  present  price  ? — -I 
see  what  you  mean.  There  certainly  is  a  danger  of 
their  falling,  whereas  there  is  no  danger  of  Exchequer 
bonds  and  Treasury  bills  falling. 

10.641.  Could  you  compare  Exchequer  bonds  and 
Treasury  bills  with  other  securities  ? — ^I  should  not 
advocate  taking  a  large  number  of  Colonial  securities, 
but  I  think  a  moderate  amount  are  less  likely  to  fall 
in  the  long  ran  than  are  Consols. 

10.642.  When  speaking  of  loans  from  the  Paper 
Currency  Reserve  you  suggested,  I  think,  that  the 
Presidency  banks  might  be  prepared  to  Ixjrrow  on  the 
security  of  the  Goveniment  paper  for  at  least  half  a 
year  at  7  per  cent.  ? — I  did  not  say  that,  but  the 
average  rate  would  be  something  considerably  over 
■ii  per  cent.,  would  it  not  ? 

10.643.  It  would  be  nothing  like  7  per  cent.,  would 
it  ? — -At  times  it  would  be  7  per  cent,  when  the  bank 
rate  was  8  per  cent. 

10.644.  But  it  would  be  nothing  like  7  except  on 
very  exceptional  and  famine  occasions  ? — -What  I  ought 
to  have  said  was  that  I  imagine  you  could  get  through 
the  whole  year  probably  something  equivalent  to 
3J  per  cent.,  though  in  some  parts  of  the  year  they 
would  lend  at  3  per  cent.  But  I  do  not  know  enough 
about  it  to  speak  exactly. 

10.645.  There  would  not  be  any  advantage  to  any- 
body concerned,  would  there,  unless  you  increased  the 
fiduciary  portion  ? — Is  it  not  the  case  that  the  banks 
at  times  would  like  to  have  loans  from  the   Govern-  " 
ment? 

10.646.  No  doubt ;  but  your  suggestion  comes  to 
the  Government  selling  some  of  its  present  securities 
to  the  banks,  does  it  not  ? — Tes. 

10.647.  And  then  lending  against  those  securities 
to  them  ?— Tes. 

10.648.  That  leaves  the  total  position  veiy  much 
as  it  was,  does  it  not  ? — Tes.  I  think  it  might 
probably  be  better  to  increase  the  fiduciary  issue 
instead  of  doing  that.* 

10.649.  (Sir  Shajaurji  Broacha.)  Tou  say  that  out 
of  25  mUlions  in  the  Gold  Standard  Reserve  one-fifth 
in  actual  gold  would  suffice  to  maintain  the  standard 
of  exchange  ? — I  think  one  fifth  would  probably  be 
enough. 

10.650.  That  is  your  view  as  a  banker  ? — Tes. 

10.651.  The  banks  in  London,  I  believe,  now  are 
asked  to  hold  in  cash  20  per  cent,  of  theii-  total 
liability,  and  I  think  that  would  be  the  advice  of  a 
banker,  to  hold  five  millions  in  gold  out  of  25  millions 
of  total  liability  ."^-The  Government  is  not  in  qmte  the 
same  position  as  a  l)anker. 

10.652.  Do  you  know  that  this  25  millions  is  only 
aliout  20  per  cent,  of  the  total  liability — that  it  is 
part  of  a  larger  liability  ?  In  view  of  that  do  you 
think  this  five  millions  would  suffice  ? — I  think  in 
time  you  might  get  a  larger  amount,  but  I  should  not 
suddenly  go  and  turn  it  into  gold. 

10.653.  If  there  ■»  as  a  crisis  in  London,  and  a  crisis 
in  India,  and  gold  was  wanted,  do  you  think  you 
would  be  able  to  sell  ofl:  your  secm-ities  and  to  realise 
15  or  20  millions  in  gold  at  once  ?  Would  you  not  De 
burdening  your  London  market  at  the  same  time  ?— 
I  am  airaid  you  would  be  burdening  it,  but  I  think 
that  is  inevitable,  whatever  you  do. 

10.654.  So  far  as  India  is  concerned,  you  do  not 
care  for  the  mai-ket  ?— I  do  not  think  India  ought  to 
be  entirely  governed  by  what  is  convenient  to  our 
London  money  market. 

10.655.  Tou  wanted  in  the  last  crisis  something 
like  15  millions  ?— Tes,  I  think  it  was  something  like 
that. 


*  Notfi  hij  witnexs.—On  further  consideration  I  am  inclined 
to  think  that  the  resnlt  indicated  by  Mr.  Keynes  wonld  only 
be  temporary,  and  that  as  soon  as  the  secnrilie?  became 
absorbecl  bv  the  investing  public  the  proceeds  of  their  .sale 
would,  if  k-nt  out,  biiiig  re'.ief.  Perhaps  a  more  seriou> 
objection  is  that  the  s^le  ol^  any  considerable  quantity  of 
i-upee  paper  by  the  Indian  Government  would  make  it  more 
difficult  to  bring  out  fresh  lo&ns  in  India  :  but  1  think  that,  if 
the  sales  were  offscti'd  oradually,  this  would  not  necessarily  be 
the  cas?. 
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10.656.  If  ther^had  been  a  crisis  in  London,  would 
you  have  been  able  to  realise  that  unless  you  had  come 
down  in  price  ? — I  expect  in  the  last  resort  we  might 
have  borrowed  from  the  Bank  of  England. 

10.657.  Do  you  call  five  millions  an  absolute  security 
for  the  Government  ? — I  think  what  I  said  was  that  a 
fifth  of  the  gold  reserve,  whatever  the  total  amount 
was,  I  should  advocate  keeping  in  gold.  I  think  that 
when  the  reserve  increases,  the  amount  of  actual  gold 
should  increase  too.  I  do  not  think  you  can  keep 
enough  for  any  possible  contingency  that  might  arise ; 
what  you  have  got  to  keep  is  for  what  is  probable. 

10.658.  I  suppose  it  is  with  the  idea  of  saving 
interest  that  you  say  that  out  of  25  millious  only  five 
millions  should  be  in  gold  ? — Of  course  interest  every 
year  adds  to  the  gold ;  all  the  interest  is  now  accumu- 
lated in  gold. 

10.659.  The  crisis  will  come  one  day,  and  we  have 
to  secure  ourselves  for  that  one  day.  What  will 
you  want  then  for  the  support  of  exchange  ? — I  should 
have  thought  it  was  enough  for  aijy  pi-obable  con- 
tingency that  is  likely  to  happen.* 

*  Xute,  hi/  initnes'!. — In  replying  to  this  question,  J  might 
have  mentioned  that  the  goUl  in  the  Paper  Carrency  Reserve, 
or  at  any  rate  a  oonsiilerable  portion  ot  it,  might  bo  utilised 
in  case  of  emergency.  I  believe  that  this  has  already  been 
pointe<l  ont  by  previous  witnesses.  Kir  Shapurji  Broaeha 
appeared  to  think  it  desirable  that  the  Gold  Standard  Reserve 
should  bo  held  entirely  in  gold.    Apart  from  the  effect  that 


10.660.  {Chairman.)  It  has  been  suggested  to  us  by 
some  witnesses  that  the  effect  of  holding  the  Gold 
Standard  Resei-ve  money  here  in  London  is  to  reduce 
the  amount  of  gold  which  London's  bankers  keep  to 
meet  London  needs,  and  that  thei-efore  the  gold  held 
here  is,  as  it  wei-e,  discovmted  by  the  London  maricet. 
I  should  like  to  have  an  expi-ession  of  youi-  opinion, 
speaking  as  a  banker,  on  that  suggestion  ? — I  do  not 
think  that  is  so  at  all.  I  do  not  think  we  pay  any 
attention  to  what  is  held  in  the  Gold  Standard  Reserve. 

10.661.  Do  you  consider  that  whatever  the  gold 
reserve  of  Loudon  is,  be  it  sufficient  or  insufficient,  it  is 
wholly  independent  of  what  may  l)e  held  here  on 
account  of  India  ? — Yes.  I  certainly  think  that  is  the 
view  a  lianker  would  take.  I  do  not  know  whether 
Mr.  Cole  was  asked  that  question,  but  I  think  he 
certainly  would  have  said  that  was  so. 

10.662.  I  think  we  did  ask  him,  and  I  wanted  to 
ask  you  also  ? — I  do  not  think  in  the  Loudon  money 
market  it  is  considered  at  all.  Probably  a  good  many 
people  would  not  know  what  was  in  the  Gold  Standard 
Reserve.  I  do  not  think  they  really  attach  any 
importance  to  it 


tlie  locking  up  ot  so  large  an  amount  of  gold  might  have  upon 
the  Indian  money  market  and  indirectlj' upon  Indian  credit, 
it  seems  to  mc  that  tliis  would  be  to  prepare  for  a  contingency 
which  is  never  likely  to  arise.  li:  it  ever  did  arise,  it  would  br 
of  so  appalling  a  nature  that  no  amount  of  gold  which  tlio 
Secretary  ot  State  could  hope  to  obtnin  would  suffice  for  liis 
requircmeni  s. 


The  witness  withdrew. 


The  Lord  Inchcape,  G.O.M.G.,  K.C.S.T.,  K.C.I.B.,  called  and  examined. 


10.663.  (Chairman.)  You  were  for  many  years,  T 
think,  a  member  of  the  Secretary  of  State's  Council  ? — 
Yes,  for  over  14  years. 

10.664.  For  part  of  the  time  you  were  Chairman  of 
the  Finance  Committee  of  the  Council? — For  about 
five  or  six  years,  I  think. 

10.665.  When  did  you  cease  to  hold  that  position  ? 
— When  I  retired  in  July,  1911. 

10.666.  Since  then  I  think  you  have  had  no  official 
connection  with  the  India  Office  ? — No,  none  whatever. 

10.667.  May  I  ask  you  first  some  questions  about 
the  Secretary  of  State's  surplus  balances?  It  has 
been  the  practice  to  lend  those  on  the  market  against 
securities,  has  it  not  ? — Yes,  that  is  so. 

10.668.  That,  I  think,  was  a  practice  which  had 
your  appi'oval  ? — Yes. 

10.669.  Would  you  tell  me  how  the  business  was 
ordinai-ily  carried  out  ? — The  bi-oker  was  in  touch  with 
the  Accovmtant-General  as  to  the  amoimt  of  surplus 
balance  he  had,  and  he  arranged  with  him  as  to  the 
amount  to  be  lent  but  and  as  to  the  time  of  repay- 
ment. It  was  done  through  Mr.  Scott  for  the  last 
few  years. 

10.670.  In  the  first  pliice,  in  arriving  at  the  amount 
which'could  be  safely  lent,  we  have  been  informed  that 
it  was  the  practice  deliberately  followed  by  the 
Accountant- General  to  exclude  from  his  calculations 
any  possible  receipts  from  Council  Bills  ?— In  estimating 
for  his  requirements  ? 

10.671.  In  estimating,  I  would  rather  say,  his 
siu-plus  balance  after  meeting  his  requirements  ;  that 
is  to  say,  he  always  keeps  sufficient  in  hand  to  meet 
his  needs  quite  apart  from  any  sum  he  might  secure 
by  the  sale  of  Council  Bills  ?— Yes,  he  did. 

10.672.  Was  that  a  necessary  precaution  ?— It  was 
slightly  over-cautious,  I  think;  but  India  did  not 
sufBer  by  that,  because,  assuming  that  he  got  half  a 
million  from  the  Bank  of  England  by  the  sale  ot 
Council  Bills  on  a  Wednesday,  that  was  immediately 
lent  out ;  so  there  was  no  loss  of  interest  by  it,  only 
he  would  not  allow  the  balances  to  be  lent  out 
repayable  at  dates  that  would  have  been  inconvenient 
to  him  if  the  sales  of   Council  Bills  had  not   gone 

through.  .  , 

10  673.  There  was  no  fixed  day  in  the  week  on 
which'  these  loans  were  made  to  the  market  then  ? 
—No. 


10.674.  He  would  lend  whenever  he  found  himself 
able  ? — The  moment  he  found  that  he  had  more  than 
half-a-milllon  at  the  Bank  of  Rngland,  which  is  the 
standing  free  balance,  it  was  lent  out  in  the  market 
immediately. 

10.675.  As  far  as  you  have  explained,  the  trans- 
action was  one  which  was  made  on  the  joint  i-espon- 
sibility  of  the  Accountant-General  and  the  broker  ? — 
Yes,  with  regard  to  the  loans  to  the  market. 

10.676.  Did  the  chairman  have  no  responsibility  in 
that  matter  ? — The  Finance  Committee  had  a  memo- 
randum of  the  loans  made  placed  before  them  every 
week. 

10.677.  But  that  was  after  they  were  made  ? — Yes, 
after  they  were  made.  The  lenders  were  approved 
by  the  chairman  of  the  Finance  Committee  vmder  the 
orders  of  the  .Seoretaiy  of  State ;  that  is  to  say,  when  I 
became  chairman,  I  found  a  list  of  lenders,  with  the 
maxiihuni  amount  to  which  they  might  get  loans,  and 
that  list  was  to  some  extent  altered  once  or  twice. 
When  I  heard,  or  the  broker  heai-d,  that  there  might 
have  been  a  change  in  the  partnership  and  money 
taken  out  of  the  firm,  the  amount  to  be  lent  to  them 
might  be  reduced ;  for  instance,  if  they  were  on  the 
list  to  the  extent  of  50,000/.,  it  might  be  reduced  to 
30,000?.,  or  if  they  were  on  the  list  to  the  extent  of 
200,000L,  it  might  be  reduced  to  150,000/.,  or  perhaps 
100,000L 

10.678.  That  change,  I  undei-stand,  was  made  on 
the  responsibility  of  the  chairman  of  the  Finance 
Committee  ? — Yes. 

10.679.  And  under  the  orders  of  the  Secretary  of 
State? — Yes.  Whenever  applications  to  be  put  into 
the  Ust  came  to  the  broker,  they  went  to  the 
Accountant-General,  and  were  refeiTed  by  the 
Accountant-General  to  the  chairman  of  the  Finance 
Committee,  who  made  suitable  inquiries  as  to  the 
financial  standing  of  the  firms  who  were  applying,  and 
he  either  accepted  them  or  rejected  them — also  under 
the  orders  of  the  SecretaiT  of  State. 

10.680.  Was  it  genei-ally  known  among  firms  in  the 
city  eligible  for  the  list,  that  they  could  apply  ?-- 
Undoubtedly. 

10.681.  And  how  to  apply  ?— Undoubtedly. 

10.682.  Did  you  have  many  new  applications  in 
your  time  ? — I  think  something  like  five  or  six.  and  I 
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think  dm-ing  Mr.  Le  Marehant's  time  he  probably  had 
the  same  number.  It  was  quite  well  known.  On  one 
or  two  occasions  the  capital  was  not  considered  quite 
suflB^ciont,  and  they  were  rejected ;  then  they  would 
come  along  later  showing  that  the  capital  had  been 
increased,  and  they  had  got  into  a  better  financial 
position,  and  so  they  would  be  put  on. 

10.683.  I  understand  that  if  a  new  fii-m  was  placed 
on  the  list  by  the  authority  of  the  chainnan  of  the 
Finance  Committee,  or  if  any  alteration  was  made  in 
the  way  either  of  expanding  or  of  diminishing  ti-ade  in 
the  case  of  a  particular  firm,  that  would  be  reported  ? 
— It  was  reported  every  week. 

10.684.  To  the  Finance  Committee  ? — Yes,  it  was 
laid  on  the  table  and  reported  to  the  Finance  Com- 
mittee. 

10.685.  And  similarly,  when  the  broker  dealt  with 
any  firm  which  was  on  the  list,  he  would  report  his 
transaction  after  it  was  made  ? — Yes. 

10.686.  The  instructions  to  the  broker,  I  believe,  in 
eveiy  case  fixed  a  limit  beyond  which  he  was  not  to  go 
with  a  particular  firm  ? — That  is  so. 

10.687.  Therefore,  unless  he  absolutely  disobeyed 
his  instructions R — That  he  would  never  do. 

10.688.  I  did  not  wish  to  suggest  it ;  but  it  would 
be  only  by  disobeying  his  instmctions  that  anything 
could  happen  which  had  not  been  previously  sanctioned 
and  approved  by  the  chainnan  of  the  Finance  Com- 
mittee and  by  the  Finance  Committee  itself  ? — Yes, 
that  is  so. 

10.689.  I  think  a  time  came,  in  1909  was  it  not, 
when  the  balances  were  so  large  that  you  were  unable 
to  deal  with  the  whole  of  them  through  these  approved 
boiTowers  ? — That  is  so. 

10.690.  Will  you  tell  the  Commission  the  steps 
which  you  then  took  ? — The  Accountant-General 
brought  to  my  notice,  as  chairman  of  the  Finance 
Committee,  that  the  balances  were  in  excess  of  what 
the  broker  was  able  to  lend  in  the  usual  way  in  the 
mai'ket,  and  that,  in  consequence,  there  wotdd  be  a 
lai'ge  sum  lying  at  the  Bank  of  England  bearing  no 
interest,  and  he  asked  if  I  could  suggest  any  other 
safe  means  of  employing  the  money.  Fi-om  my 
knowledge  of  what  was  taking  place  in  financial  circles 
in  London,  I  knew  that  it  was  customary  for  other 
governments  to  make  temporary  deposits  with  joint 
stock  banks,  and  I  suggested  that  we  might  deal  with 
the  money  in  this  way.  The  system  of  making  these 
deposits  was  accordingly  inaugurated,  and  a  statement 
of  deposits  was  made  and  was  submitted  weekly  to  the 
Finance  Committee. 

10.691.  The  initial  step  in  deciding  to  make  those 
deposits  I  presume  was  approved  by  the  Finance 
Committee  ? — Undoubtedly. 

10.692.  And  by  the  Secretary  of  State  .'—Yes.  I 
accept  the  entire  responsibility  for  the  suggestion  so 
to  em;  oy  the  balances  in  excess  of  what  could  be  lent 
in  the  ordinary  way  on  the  market.  As  regards  the 
system  followed  in  fixing  the  rates  of  interest,  the 
broker  and  I  put  our  heads  together  and  seoiu-ed  the 
best  rates  obtainable  for  short  deposits.  Being  a 
Director  of  the  National  Provincial  Bank  of  England, 
I  was  in  fairly  close  touch  with  the  money  market  in 
London,  and  as  Mr.  Scott  practically  lived  in  the  money 
market,  he  was  even  more  so  than  I  was.  We  began 
depositing  with  the  National  Provincial  Bank,  the 
Union  of  London,  the  Loudon  County  and  West- 
minster, and  as  the  deposits  increased  we  brought  in 
the  City  and  Midland.  I  think  deposits  had  been 
made  with  fom*  banks  when  I  left  the  India  Office  in 
July  1911.  In  regard  to  the  deposits  made  with  the 
Union  of  London  and  Smith's  Bank,  of  which  Sir  Felix 
Schuster  is  Governor,  I  wotdd  like  to  say  that  these 
deposits  were  made  with  my  sanction,  without  any 
reference  to  Sir  Felix  Schuster.  Sir  Felix  Schuster 
and  I  never  discussed  the  apportionment  of  these 
deposits,  nor  did  we  discuss  the  matter  of  rates. 

10.693.  Have  you  seen  the  evidence  of  Mr.  Scott, 
which  was  published  in  our  first  report  ? — I  think  I  did 
see  it,  but  I  did  not  pay  much  attention  to  it. 

10.694.  I  want  to  ascertain  quite  clearly  what  was 
the  practice  in  regard  to  making  deposits  with  these 


banks ;  I  understand   that  you  in  the   first  instance 
suggested  the  deposit  with  the  banks  ? — That  is  so. 

10.695.  And  certain  banks  being  approved  by  the 
Secretary  of  State,  deposits  were  thenceforth  made  as 
convenient  with  them  ?■ — Yes. 

10.696.  Did  you,  in  these  cases,  also  fix  the  maxi- 
mum for  any  one  bank .' — No,  I  do  not  think  we  did. 

10.697.  Yovi  did  not  think  that  necessary  ? — I  think 
we  ran  up  to  as  much  as  2  millions ;  it  might  have 
been  more. 

10.698.  You  had,  as  you  have  told  me,  personal 
knowledge  of  the  rates  for  money  ? — Yes. 

10.699.  And  the  broker  also  had  some  knowledge  ? 
— Moi-e  than  I  had,  probably. 

10.700.  Did  you  act  solely  on  your  combined  know- 
ledge, or  did  you  take  any  steps  to  test  youi-  view  of 
what  was  the  best  rate  obtainable  by  any  system  of 
competition  amongst  the  banks  on  your  list  ? — ^Assum- 
ing there  was  a  quarter  of  a  million  to  deposit,  he 
would  sound  one  or  two  of  the  banks,  or  perhaps  three 
of  them,  and  the  deposit  was  given  to  the  bank  who 
gave  the  best  rate. 

10.701.  Would  he  have  sounded  the  banks  before 
he  came  to  discuss  with  you  the  rate  that  he  was  to 
demand  ? — I  think  the  usual  system  was  that  I  was 
communicated  with  by  the  Accountant-General,  and  I 
sent  for  the  broker  immediately  and  asked  him  what  his 
view  was  as  to  the  rate  that  could  be  obtained.  I  knew 
what  was  being  paid  in  other  quarters,  and  together, 
if  we  got  an  offer  of  perhaps  3  per  cent.,  we  would  try 
to  get  3J  or  34.  We  got  the  best  rate  we  could  for 
the  money.  The  rates  vaiy  from  day  to  day,  and 
sometimes  you  may  have  a  difference  of  half  a  per 
cent,  in  the  course  of  two  or  three  days. 

10.702.  What  I  am  still  not  quite  clear  about  is, 
how  you  would  assure  yourselves  that  you  were  getting 
the  best  rate  on  any  particular  day.  Suppose  a  deposit 
with  bank  A  of  a  quarter  of  a  million  fell  due  on  a  given 
day ;  I  understand  from  Mr.  Scott  that  he  did  not  go 
round  to  all  the  banks  on  his  list  and  say,  I  have  got  a 
quarter  of  a  million,  what  is  the  price  you  will  give 
me  ?  but  he  probably  went  to  the  bank  which  had 
ab-eady  got  it,  and  tried  whether  he  could  get  what  he 
thought  a  satisfactory  rate  from  them.  lam  not  quite 
certain  that  I  rightly  interpreted  Mr.  Scott's  evidence, 
but  I  should  like  to  have  from  you  how  you  think  the 
transaction  took  place  ?— My  recollection  is  this  :  If  a 
quai-ter  of  a  million  was  falling  due  on,  say,  the  15th 
of  November,  that  was  put  on  the  record  by  the 
Accotmtant- General,  and  it  was  kept  in  view  the  week 
before.  The  market  was  watched,  and  the  bank  who 
had  the  deposit  was  sounded.  The  money  market  rate 
was  pei-fectly  well  known,  both  to  Mr.  Scott  and  to  my- 
self. If  the  bank  who  had  the  deposit  was  prepared  to 
give  what  was  the  rate  of  the  market,  that  bank  would  be 
allowed  to  keep  the  money,  and  it  would  not  be  dis- 
turbed. That  system  was  adopted,  because  in  the  long 
run  I  think  it  was  better  for  the  Secretary  of  State. 
If  you  go  changing  money  about,  and  interfering 
with  money  and  not  letting  the  bank  know  that  it 
IS  going  to  have  a  chance  of  keeping  it,  naturally  it 
will  not  give  you  such  a  good  rate.  The  bank  would 
generally  be  told  that  it  would  be  wanted,  probably  a 
week  before,  so  that  they  also  would  know  that  they 
would  not  have  that  money  to  deal  with,  and  it  was 
not  sprung  upon  them.  We  always  made  it  a 
pomt,  never  to  spring  upon  a  bank  the  withdrawal  of 
a  deposit.  If  we  were  going  to  withdraw  the  money 
—and  I  think  Lord  Faber  will  understand  this— we 
always  let  them  know  a  few  days  beforehand,  not  only 
in  the  bank's  interest,  but  in  the  interest  of  the  Secre- 
tary of  State. 

_  10,703.  Youi-  reason  being,  I  suppose,  that  the  less 
inconvenience  you  caused  the  bank  the  better  rate 
they  would  give  you  ?— Yes,  that  is  so. 

10.704,  Suppose  ycu  had  new  money,  what  would 
you  do?  I  understand  from  what  you  have  said 
that  if  you  had  a  deposit  already  with  the  bank  and 
that  deposit  fell  due.  you  would  certainly  on  even 
tsrms  rene.v  it  with  the  same  bank  rather  than 
transfer  it  to  another  ? — Yes. 

10.705.  Now,  we  will  suppose  first  that  the  bank 
was   not   prepared   to    give  you   the  rate  of   interest 
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which  you  thought  ^fhe  market  justified,  what  would 
you  do  then?— Then  Mr.  Scott  would  try  to  get  a 
better  rate  from  another  bank,  and  transfer  the 
money.     That  has  been  frequently  done. 

10,706.  Supposing  that  in  addition  to  renewing 
certain  deposits  you  had  new  deposits  to  place,  what 
would  be  your  com-se  then? — ^Aissuraing  I  was  told 
that  there  -^^ere  5O0,000L  to  be  deposited  of  fresh 
money,  the  proceeds  of  Council  !Bills,  ^ay  on  the 
Wednesday,  I  would  see  Mr.  Scott,  and  he  would 
again  sound  the  banks  to  ascertain  if  they  would 
take  the  deposit  for  a  month  or  two  or  three  months. 
We  had  to  be  guided  by  what  the  requii-ements  were 
to  be  according  to  the  statements  made.  If  Mr. 
Badock  sa;id  we  could  deposit  this  for  a  month,  ho 
would  ge>t  the  best  rate  tliat  was  obtainable  from  any 
of  the  four  bajiks  for  a  month's  deposit,  and  the  baijk 
that  offered  the  best  rate  was  the  bank  to  get  the  deposit. 
It  would  frequently  happen  that  one  bank  would 
offer  3  per  cent,  and  another  might  offer  3^  or 
perhaps  3j.  I  would  say  then,  tell  the  London 
County  and  Westminster  that  if  they  will  give  31^ 
they  can  have  it.  Mr.  Scott  would  come  back  and 
say  either  that  he  had  secured  the  rate  or  that  the 
bank  declined  to  give  a  farthing  more.  It  was  purely 
a  matter  of  bargaining,  and  my  business  was  to  get 
the  best  rate  I  could  for  the  Secretary  of  State,  the 
same  as  one  does  in  ordinary  business  from  day  to  day. 

10.707.  Are  you  satisfied  as  a  business  man  that 
you  did  in  fact  get  the  best  rates — I  will  not  say  in 
ev<^ry  single  instance  ? — I  always  did  the  very  best 
I  ooiild  for  the  Secretary  of  State.  I  put  myself 
in  the  place  of  the  Secretary  of  State,  and  I  dealt 
in  reference  to  his  money  precisely  as  if  I  were  dealing 
with  my  own.  I  got  the  very  best  rate  I  pos^ibly 
coiild.  With  regard  to  the  deposits  in  the  National 
Provincial  Bank,  I  sqvieezed  the  very  last  penny  out 
of  them. 

10.708.  That  was  your  own  bank  ? — Yes,  my  own 
bank.  It  was  the  business  of  the  manager  of  the  bank 
to  get  the  money  from  me  on  the  hest  terms  he 
could,  and  it  was  my  business  to  get  the  best  that  I 
could  from  the  manager  of  the  bank.  He  knew  that 
pevfqctlj  well. 

10.709.  (Mr.  Gladstone.)  That  is  when  you  are 
representing  the  British  India  Company?  —  It  is 
just  tjie  same  with  my  own  money,  JBritish  India 
mqney,  or  my  firm's  money.  Even  if  you  are  the 
director  of  a  bank  you  are  not  going  to  give  that 
bank  any  better  terms  than  you  get  from  that 
bank's  neighbour. 

10.710.  '{Chairman.)  Therefore  in  regard  to  that 
particular  matter,  there  was  no  more  divided  interest 
drawing  you  in  opposite  ways,  in  your  capacity  as  a 
baftk  .^ivpctor  a,iia  in  yoiu-  capacity  ^  as  a  member  of 
the  India  Council,  than  you  are  accustomed  to  in 
your  business  life,  either  as  a  member  of  your  firm 
or, as  a  director  of  a  great  company? — No,  not  the 

slightest. 

10.711.  You  treated  the  business  of  the  Secretary 
of  State  exactly  as  you  would  have  treated  the 
mterests  of  your  own  firm,  or  one  of  your  companies, 
under  tjio^e  circumstances  ?— There  is  not  the  slightest 
doubt  about  that. 

10.712.  As  regards  the  periods  for  which  those 
loans  were  made,  I  think  in  the  case  of  the  banks 
they  were  usually  for  a  rather  longer  period  than 
in  the  case  of  private  parties  ?— Yes,  as  a  rule  they 
were.  The  periods  are  entirely  a  matter  for  the 
Accountant-General.  He  had  his  budget  estimate 
framed.  He  had  enormous  disbursements  to  provide 
for,  and  he  said,  '-'I  want  the  money  deposited  so  that 
'•  it  win  fall  in  within  a  couple  of  days  or  one  day  before 
"  I  have  got  to  disburse  it  ;  the  first  thing  Ihave  got 
"  to  consider  is  that  I  have  got  ways  and  means 
—  and  of  course  he  is  qxiite  right. 

10.713.  One  thing  put  in  answer  to  us  was  that 
any  individual  who  has  a  particular  responsibilty  on 
his  shoulders  wiU  suard  that  responsibihty  perhaps  to 
the  exclusion  or  the  partial  exclusion  of  all  other 
considerations :  do  you  think  that  possibly  the  policy 
pursued  was  sometimes  over-cautious?  Might  you 
have  got  better  lutes  without  any  real  risk  if  you 


had  sometimes  lent  for  a  rather  longer  period  ? — 
Sometimes  you  might  have  done  that,  sometimes  you 
might  not.  For  instance,  you  might  be  able  to  get  a 
better  rate  if  you  deposited  for  six  months  ;  assuming 
that  the  market  rate  was  3  per  cent,  for  three  months, 
you  might  get  3 J  for  six  months ;  on  the  other  hand, 
by  the  time  the  three  months  had  expired,  it  fi-equesitly 
occuiTed  that  there  had  been  great  changes  in  the 
money  market  and  you  were  able  to  lend  your  money 
out  at  the  end  of  the  three  months  not  at  3.j-  but  at 
4  per  cent.  So  that  if  you  take  it  on  the  averuge,  I 
think,  ijrobably,  Mr.  Badock's  system  was  no  detrimeni: 
to  the  Secretary  of  State. 

10.714.  In  regard  to  the  loans  to  the  borrowers  on 
the  approved  list,  they  were,  I  think,  shorter  still ;  1 
think  they  never  exceeded  four  weeks  ? — -I  think  they 
were  about  four  weeks. 

10.715.  Do  you  think  that  was  wise,  or  might  it  be 
extended  ? — I  think  that  was  quite  wise.  I  thiiik,  as  a 
rule,  that  was  all  they  cared  to  take  the  money  for. 
I  do  not  think  it  suited  them  ever  to  take  it  for  a 
longer  period. 

10.716.  In  lending  to  the  banks  you  took  no 
security? — That  is  so. 

10.717.  Do  you  think  that  Government  ought  to 
lend  money  without  definite  security  being  placed 
against  the  liability  ?  I  am  assuming  that  it  will  not 
lend  it  except  veiy  safely  ? — It  is  an  unusual  thing  for 
joint  stock  banks  to  give  security  for  deposits. 

10.718.  Does  not  the  London  County  Comicil  get 
security  ? — I  do  not  know.  I  do  not  know  of  any  case 
where  the  great  joint  stock  companies  like  the  City 
and  Midland,  the  JTational  Provincial,  the  London 
County  and  Westminster,  and  the  Union  Bank,  give 
security,  and  I  doubt  very  much  whether  they  would — 
I  do. not  think  they  would  bother  with  it. 

10.719.  Passing  to  the  case  of  the  private 
boiTowers,  there  you  did  have  secmity  ? — Yes,  the 
private  bpiTowers  did  give  security. 

10.720.  Do  you  thmk  that  possibly  you  could  have 
increased  that  maricet  for  your  funds  by  extending  the 
list  of  secmities  that  you  took  P^The  kind  of  security, 
do  you  mean  ? 

10.721.  Yes  ? — ^I  do  not  know  whether  they  had  it 
to  offer, 

10.722.  I  will  put  a  particular  case  as  anillusti-ation. 
There  are  very  good  securities  registered  elsewhere  than 
at  the  Bank  of  England,"  but  I  understand  that  owing 
to  the  regulations how  enforced,  those  are  not  available 
as  security  against  your  loans  ? — That  is  so. 

10.723.  Do  you  not  thiuk,  as  a  business  man,  that  it 
would  be  perfectly  possible  to  give  the  AcCountant- 
General  such  an  assurance  that  the  secm-ity  has 
actually  been  hypothecated  to  the  debt  as  could  make 
it  safe  to  lend  ? — It  will  entail  a  good  deal  more 
.trouble. 

10.724.  At  the  present  time  you  lend  only  on  those 
stocks  which  are  registered,  at  the  Bank  of  England?  — 
You  actually  get  the  bonds  in  the  case  of  what  is 
lent. 

10.725.  Would  you  have  any  hesitation,  as  a  banker, 
in  accepting  a  certificate  from  another  bank  that  they 
h%d  transferred  stocks  standing  in  their  books  to  the 
name  of  the  Accountant- General  ? — ^No,  none  what- 
ever. 

10.726.  Would  there  be  any  diflaculty  m  getting 
other  banks  to  do  that  for  the  purposes  of  such  loans  ? 

I  think  I  may  say  that  that  was  discussed  once  or 

twice,  and  the  conclusion  that  was  anived  at  between 
the  Accountant-General  and  Mr. ,  Scott  was,  that  the 
type  of  secm-ity  that  was  got  was  the  most  convenient 
for  our  business  and  for  the  public.  I  do  not  think 
that  ever  came  up  very  seriously  before  the  Finance 
Committee. 

10  727.  Do  you  think  it  might  possibly  be  worth 
while  to  consider  it  ? — Yes,  it  might  be  worth  while. 

10,728.  I  myself  asked  Mr.  Scott  some  questions 
about'  his  remunei-ation  for  the  services  which  he  had 
rendered  to  the  Indian  Govei-nment.  I  think  he  told 
us  that  it  had  been  revised  on  your  suggestion,  or  at 
any  rate  at  the  time  that  you  were  chairman  ?— Under 
the  instructions  of  the  Secretary  of  State.    I  was  the 
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humble  insti-iiment  of  having  it  reduced  by  something 
like  50  per  cent.,  I  think. 

10.729.  I  suppose  I  must  take  it  that  the  ai-rangc- 
nient  then  come  to  was,  you  thought,  a  perfectly  fair 
one  to  the  Secretary  of  State? — Yes.  It  was  a 
tremendous  knock  to  hiin,  because  at  the  time  he  had 
done  the  work  very  well  and  it  was  reducing  his 
emoluments  by  one-half.  He  kicked  against  it,  but  he 
accepted  it.  Just  at  that  time  the  amount  that  was 
'■■■i^ing  lent  was  sometliing  enonnous,  so  that  was  an 
inducement  to  him  to  accept  the  lower  scale. 

10.730.  He  is  paid  by  commission,  I  thiiak  ? — Yes  ; 
but  he  gets  his  commission  not  on  the  principal  but  on 
the  intei-est  that  he  eanis,  so  that  in  all  the  opei*ations 
that  are  done  by  Mr.  Scott,  the  more  he  can  squeeze 
out  of  the  borrowei's  or  the  banks,  the  moi-e  is  his 
remuneration.  That,  I  think,  is  quite  a  sound 
principle. 

10,781.  You  pi-efer  a  commission,  which  involves 
the  principle  of  payment  by  results,  to  a  fixed  salary, 
do  you  ?— I  think  it  has  worked  uncommonly  well  in 
the  case  of  Mr.  Scott,  and  also  of  his  predecessor. 
It  has  sometimes  been  considered  whether  there 
might  not  be  a  paid  official  to  do  the  work.  The 
man  who  might  be  employed  there  would  want  a 
considerable  office  if  you  have  got  this  tremendous 
amount  of  securities  passing  thi-ough,  and  he  would 
have  gi-eat  i-esponsibility.  I  do  not  suppose  you  could 
give  him  less  than  l,500i.  or  2,000Z.  a  year.  Besides 
the  office  he  would  require  a  staff ;  he  would  come  to  be 
pensioned  and  his  staff  would  require  to  get  pensions. 
Then  I  am  not  quite  sure  that  he  would  be  so  closely 
in  touch  with  all  the  movements  of  the  market  as  a 
man  in  Mr.  Scott's  position  is.  The  difference  of  an 
eighth — I  think  I  worked  it  out  at  the  time — on  what 
we  were  lending,  that  is  to  say,  if  we  had  got  an  eighth 
less  than  he  did  get — would  rob  the  revenues  of  India 
of  something  like  20,000Z.  or  2-5,000?.  a  year.  I  had 
the  figures  worked  out  at  the  time,  and  I  thought  on 
the  whole  that  the  revised  aii-angement  made  with 
Mr.  Scott  was  quite  a  reasonable  one  for  the  Secretaiy 
of  State.  Of  course  it  is  not  a  permanent  aiTange- 
ment.  Evexy  aiTangeroent  of  that  kind  requires 
revision  from  time  to  time  just  as  it  was  revised 
when  I  was  Chairman  of  the  Finance  Committee.  The 
previous  arrangement  had  been  going  on  for  a  great 
many  years,  and  naturally  you  can  improve  an 
arrangement  if  you  reconsider  it.  No  doubt  the 
an-angement  with  Mr.  Scott,  if  it  is  shown  that  he  is 
getting  more  than  he  ought  to  get,  will  be  subject  to 
reconsideration  again. 

10;732.  I  thint  the  India  Office  required  that 
Mr.  Scott,  when  he  took  up  the  appointment  as  broker, 
should  join  a  firm  ? — That  he  should  join  one  of  the 
best  firms  in  London,  Nivison's. 

10.733.  That  was  in  order  to  get  him  a  standing  and 
expei-ience .' — A  standing  in  the  City,  and,  of  coiu-se, 
great  knowledge.  He  has  the  benefit  of  Mr.  Nivison's 
knowledge,  which  is  vei-y  considerable,  as  we  all  know, 
in  the  London  money  market. 

10.734.  I  do  not  wish  you  to  think  for  a  moment 
that  I  aju  suggesting  that  he  has  ever  acted  except 
with  the  most  earnest  desire  to  sei-ve  the  interests  of 
the  Secretary  of  State ." — I  am  quite  sure  of  that. 

10.735.  But  is  not  the  an-angement  open  to 
criticism,  just  as  the  an-angement  with  bankers,  as  you 
know,  has  been  criticised,  on  the  ground  that  whether 
or  not  in  fact  they  were  wrongly  influenced  in  any 
an-angements  they  made,  at  any  rate  they  might  have 
been,  and  therefore  they  were,  laid  open  to  suspicion, 
and  it  is  undesirable  that  anybody  acting  for  the 
Government  should  be  even  open  to  the  suspicion  of 
having  a  reason  for  doing  a  wrong  thing  ? — I  cannot 
conceive  any  man,  knowing  Mr.  Scott  or  knowing 
Nivison's,  and  knowing  the  facts  of  the  case,  could  have 
any  suspicion. 

10.736.  I  would  lather,  if  I  can  get  you  to  do  it, 
ask  you  to  exclude  both  Mr.  Scott  and  his  firm  from 
your  mind  when  you  are  answering  my  question,  which 
is  not  directed  against  them.  I  am  trying  to  put  to 
you,  in  order  that  I  may  have  your  answer,  a  criticism 
of  the  system,  not  an  attack  upon  an  individual.  I 
would  like  to  aay  quite  definitely  that  we  have  not  had 


a  word  of  evidence  which  suggests  any  criticism  of  the 
firm  or  of  Mr.  Nivison  ? — If  I  was  in  the  position  of 
Secretary  of  State  for  India  I  would  certainly  employ  a 
man  in  the  City  to  lend  out  my  balances  rather  than  a 
permanent  official  at  the  India  Office,  because  I  believe 
that  man  will  do  far  better,  assuming  he  is  an  honest 
man,  for  the  revenues  of  India,  paid  as  he  would 
be  on  a  commission,  than  a  permanent  official.  That 
is  my  candid  opinion. 

10.737.  Have  you  ever  considered  whether  it  would 
be  possible  to  do  the  business  through  the  Bank  of 
England  V — No.  That  has  never  been  considered,  but 
I  should  not  recommend  it. 

10.738.  Would  not  woi-king  through  the  Bank  of 
England  relieve  the  Secretary  of  State  and  his  imme- 
diate advisers  from  a  rather  invidious  task,  if,  instead 
of  the  Secretary  of  State  having  to  make  his  loans 
through  an  officer  of  his — and  that  is  what,  in  fact, 
Mr.  Scott  is — they  were  made  thi'ough  the  Bank  of 
England  ? — I  should  be  very  sony  to  see  them  made 
through  the  Bank  of  England,  from  the  point  of  view 
of  the  advantage  of  the  revenues  of  India. 

10.739.  WiU  you  tell  me  why?— The  Bank  of 
England  has  got  its  own  business  to  look  after. 

10.740.  You  do  not,  thei-efore,  think  they  would  be 
able  to  get  such  good  terms? — I  do  not  think  they 
would  be  able  to  get  such  good  tei-ms. 

10.741.  Is  it  the  terms  that  they  would  get  from 
the  bon-owers,  or  the  terms  that  they  would  exact  for 
doing  the  business,  which  are  unsatisfactory  to  you .' — 
If  you  were  to  entrust  it  to  the  Bank  of  England  the 
Bank  of  England  would  have  to  entrust  it  to  a  broker, 
and  that  broker  would  be  working  not  solely  for  the 
Secretary  of  State,  but  for  many  other  interests.  The 
Bank  of  England  cannot  do  the  work,  they  must  do  it 
through  a  broker,  and  that  broker  must  be  paid  by 
commission  on  the  interest  that  he  has  earned. 

10.742.  Would  it  be  impossible  to  institute  with 
regard  to  the  money  you  Imd  to  loan,  any  system  of 
tender  ? — No  ;  but  I  think  it  would  be  extremely 
difficult  and  veiy  awkward,  and  I  do  not  think  the 
results  would  be  nearly  so  good  for  the  revenues  of 
India. 

10.743.  In  connection  with  this  question  of  loans, 
we  have  had  it  in  evidence  that  the  instmctions  to  the 
broker  were  that  he  must  lend  the  money — that  he  was 
to  ol)tain  the  best  rate  he  could,  but  that  he  must  lend 
it.  Would  it  not  have  paid  the  Secretaiy  of  State  well 
sometimes  to  hold  his  money  back  if  he  could  not  get 
a  good  rate,  and  forgo  his  interest  for  the  moment  ? — 
No,  I  do  not  think  so.  It  would  have  gone  piling 
up,  and  he  would  have  been  in  a  worse  position  than 
ever. 

10.744.  You  think  it  was  a  right  policy  ? — ^I  think 
it  was  right.  The  other  way  it  would  have  been 
speculating  in  the  market.  The  Secretaiy  of  State  would 
have  had  this  money  earning  no  interest  in  the  Bank  of 
England  ;  if  the  broker  were  to  hold  it  up  and  tiy  to 
force  the  market  to  pay  a  higher  rate  I  do  not  think 
he  would  have  succeeded.  If  they  were  only  offering 
us  2  per  cent.,  we  would  lend  for  a  fortnight  only, 
on  the  chance  of  the  market  improving.  I  do  not 
think  it  would  pay  him  to  pile  the  money  up.  He 
would  have  half-a-million  to  lend  to-day  and  he  would 
probably  have  another  half-a-mUlion  on  Monday  when 
these  Council  bills  are  being  sold  in  very  large  amounts ; 
and  then  he  has  got  a  million  to  lend  out  instead  of 
half-a-million.  I  should  like  to  add  that  some  disci-etion 
had  to  be  exercised  in  the  placing  of  these  deposits,  as 
it  would  not  have  been  to  the  advantage  of  the  Secretaiy 
of  State  to  hawk  them  about  and  probablv  have  refusals, 
as  that  would  have  undoubtedly  led  to  a  loss  in  interest. 
A  letter  which  I  wrote  to  Sir  Edward  Holden  on 
January  17,  1911,  will  perhaps  explain  to  the  Com- 
mission better  than  anything  eke  the  procedure  adopted 
in  regard  to  the  loans  to  banks.  My  letter  was  as 
follows :—"  Private.  London,  17-l-'ll.  Dear  Sir 
"  Edward  Holden,  the  Secretaiy  of  State  for  India  has 
"  considerable  amounts  of  spare  balances  which  he 
"  deposits  from  time  to  time  with  London  banks,  and 
"  the  business  of  aiiunging  these  deposits  is  entinisted 
"  to  me  as  Chaii-man  of  the  Finance  Committee. 
"  Hitherto  our  deposits  have  been  made  with  the 
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"  National  Proviiwial  Bank,  the  London  County  and 
"  "Westminster,  and  the  Union  of  London — they  run 
"  into  large  amounts — and  it  has  occurred  to  me  you 
"  might  be  glad  to  have  the  opportunity  of  securing 
"  some  of  the  business.  I  expect  we  slmll  have  some 
"  fresh  money  for  deposit  within  the  next  week  or  two, 
"  andif  you  care  for  it  I  shaill  ask  our  broker,  Scott  of 
"  Nivison's,  to  call  and  see  you  when  the  time  comes. 
"  You  might  let  me  know.  You  will  treat  this  com- 
"  munication  as  confidential.  Yours, &c.,  Jas.  L.  Mackay. 
'■  To  Sir  Edward  Holden,  Bart.,  London  City  and 
"  Midland  Bank,  Threadneedle  Street,  E.G."  A  deposit 
of  500,000?.  was  accordingly  made  with  the  London 
City  and  Midland  Bank  for,  I  think,  a  pei-iod  of  three 
months,  but  when  it  fell  due  Sir  Edward  declined  to 
renew  it,  on  the  ground  that  such  deposits  might  be  a 
source  of  inconvenience  to  the  banks  that  held  them 
and  were  liable  to  have  to  repay  them  at  a  fixed  date. 

10.745.  {Lord  Faher.)  Why  did  Sir  Edward  Holden 
come  to  the  conclusion  that  he  did  not  care  about 
renewing  it  ? — I  do  not  know.  He  wrote  to  me  when 
the  deposit  fell  in  and  said  he  did  not  care  to  renew  it. 
He  said  these  deposits  might  be  a  source  of  inconveni- 
ence to  the  banks  that  were  liable  to  have  to  repay 
them  at  a  fixed' date. 

10.746.  {Chairman.)  In  recent  years  the  balances 
have  been  abnormally  high,  have  they  not  ? — Yes. 

10.747.  Both  in  India  and  here  ? — Yes. 

10.748.  And  especially  here.  It  has  been  suggested, 
I  think,  in  some  quarters  that  that  money  is  taken  away 
from  India  and  brought  here  for  the  advantage  of 
London  ? — I  have  seen  that  stated  ;  I  think  that  is  one 
of  the  attacks  which  has  been  made  upon  the  system. 

10.749.  I  sbo'ild  like  to  have  your  answer  to  it  ? — 
In  regard  to  that  it  is  sufficient  to  say  that  the 
increased  taxati  ^n  imposed  in  1910  was  initiated  by 
the  Government  of  India  and  was  sanctioned  by  the 
Secretary  of  State  in  Council  solely  on  the  representa- 
tions of  that  Government  as  to  its  absolute  necessity, 
in  view  of  the  impending  loss  of  opiiim  revenue  and 
the  general  state  of  the  finances  of  India.  The 
attitude  of  the  Secretary  of  State  in  Council  was  one 
of  reluctance  throughout.  As  regards  the  transfer  of 
the  sui'plus  revenues  to  London  with  the  vmworthy 
object  of  easing  the  London  and  starving  the  Indian 
money  market  which  has  been  imputed  to  some  of  us, 
the  policyof  the  Secretai-y  of  State  has  always  been  to 
meet  the  market  and  to  get  money  home  from  India 
when  he  could  and  so  long  as  the  cash  balances  could 
pay  for  bills  di-awn  on  India.  When  the  cash  balances 
were  insufficient  to  meet  the  demand  for  Council  bills, 
since  the  closing  of  the  mints,  the  Secretary  of  State 
has  bought  silver  and  coined  it,  and  has  met  the 
demand  for  cvirrency  in  tliis  way  as  he  is  obliged  to  do 
iinder  the  law.  It  seems  to  me  that  the  sale  of  Council 
bills  on  India  by  the  Secretary  of  State,  instead  of 
denuding  the  Indian  money  market,  has  had  quite  the 
contrary  effect.  The  Government  of  India  balances 
were  locked  up  in  the  treasury,  and  the  moment  bills 
were  sold  by  the  Secretary  of  State  on  the  Government 
of  India,  either  to  the  exchange  banks  or  to  merchants, 
these  balances,  to  the  extent  of  the  bills   sold,  were 

■  placed  at  the  disposal  of  the  trade. 

10.750.  I  should  like  to  ask  you,  when  you  speak  of 
the  funds  so  released  being  placed  at  the  disposal  of 
trade,  how  far  do  they  go  towards  the  relief  of  any 
stringency  in  the  Indian  money  market  P  Do  they 
get  beyond  the  external  trade  into  the  internal  trade 
of  India  ?— Undoubtedly  ;  they  go  off  immediately  in 
payment  of  produce.  Might  I  put  it  to  you  in  this 
way  :  Take  the  Chartered  Bank  of  India,  or  any  of  the 
exchange  banks,  if  they  buy  bills  in  India  for  10  lakhs 
of  rupees,  that  money  is  immediately  placed  at  their 
credit  with  one  of  the  Presidency  Banks,  and  they  are 
then  in  a  position  to  buy  merchants'  biUs  drawn  upon 
Europe  or  America,  or  it  might  be  for  Australia, 
against  produce,  so  that  the  merchant  immediately 
o-ets  the  money  he  requires  and  he  is  enabled  to 
pay  for  his  produce.  Therefore  the  money  flows  up 
country. 

10.751.  {Lord  Faher.)  By  documentary  bills,  1 
suppose  ? — Yes. 


10.752.  {Chairman.)  It  has  been  suggested  in  some 
quarters  that  instead  of  selling  in  any  one  financial 
year  more  than  the  amount  that  he  requires  to  meet 
his  immediate  needs  for  the  home  charges,  he  should 
shut  down  his  sales  at  the  moment  he  has  covered 
those  charges,  what  do  you  say  to  that  ? — Assuming 
that  he  requires  18  millions  to  pay  his  home  disbiirse- 
ments  in  1913-14,  by  December  1913  he  may  have 
sold  bills  on  India  which  have  realised  him  18  millions, 
then  the  suggestion  is  that  he  shofJd  sell  no  more; 
that  though  he  has  lots  of  money  on  the  other  side  he 
should  shut  down,  and  people  requiring  money  in  India 
would  have  to  send  out  gold.  That  gold  would  be 
immediately  offered  to  the  Indian  Government,  and 
rupees  would  be  taken  in  exchange,  and  it  would  lie  in 
the  coffers  of  the  Government.  The  Secretary  of  State 
is  bound  to  seU,  in  fact  he  has  given  an  intimation  that 
he  will  sell  without  limit  at  Is.  4i^d. ;  he  must  provide 
the  currency  as  required,  and  that  gold  would  have  to 
come  back  to  pay  for  the  silver  that  he  bought  to 
provide  the  currency.  So  far  as  I  can  see  there  is 
nothing  to  be  gained  by  it. 

10.753.  So  that,  in  your  view,  when  the  transaction 
was  completed  it  would  mean  that  gold  had  been 
shipped  to  India  merely  in  order  to  be  shipped  home 
with  a  charge  of  freight,  insurance  and  interest  both 
ways  ? — Y^s.  It  would  suit  our  friend  Sir  Thomas 
Sutherland  very  well,  and  it  would  suit  Mr.  Gladstone 
who  is  a  director  of  the  P.  and  0.  It  would  also  suit 
the  insurance  companies  very  well,  and  it  might  suit 
the  British  India  Company,  but  I  do  not  think  it 
would  suit  any  other  body. 

10.754.  The  interests  we  have  to  consider  are  the 
interests  of  the  Indian  Government  and  Indian  people  ? 
— Undoubtedly. 

10.755.  And  you^do  not  think  that  they  would  be 
served  by  such  a  course  of  action  ? — I  cannot  see  that 
they  would  be. 

10.756.  Some  witnesses  appear  to  consider  that  the 
Govei-nment,  by  selling  Council  Bills  in  excess  of  their 
requirements,  force  the  circulation  of  iiipees  and 
deprive  the  people  of  India  of  the  gold  to  which  they 
are  entitled  ;  I  should  like  to  ask  you  in  regard  to  that 
whether,  in  your  opinion,  the  Indian  Government  have 
any  power  to  increase  artificially  the  circulation  of 
i-upees  ? — They  have  none  whatever.  Any  man  bring- 
ing 15  laipees  to  the  Government  can  get  a  sovereign 
for  them.  They  presented  12*  millions  sterling  worth 
of  rupees  to  the  Government  of  India  in  1907,  and 
they  got  124  millions  of  gold  or  the  equivalent  of  it. 

10.757.  Are  there  any  means  by  which  the  Govern- 
ment of  India  can  put  additional  rupees  into  circula- 
tion, except  in  response  to  demands  from  the  public  ? 
— -Absolutely  none. 

10.758.  What  do  you  say  to  the  statement  that  the 
Government,  by  selling  bills  freely,  instead  of  forcing 
the  banks  or  merchants  to  send  gold  to  India,  de- 
prives the  Indian  public  of  the  gold  they  desire  to 
liave  ? — In  regard  to  that  I  say  the  demand  is  mainly 
not  for  gold  to  be  put  into  circulation  but  for  rupees, 
and  when  sovereigns  are  sent  to  India  they  are  nearly 
always  tendered  at  once  by  the  importers  to  the 
Government  to  be  exchanged  for  rupees.  For  instance, 
if  I  had  15,000  rupees  in  India  to-mon-ow,  and  I 
wanted  1,000  sovereigns,  all  I  have  got  to  do  is  to  go 
to  the  Treasury  and  get  them. 

10.759.  In  your  opinion,  therefore,  there  is  no  diffi- 
culty in  getting  sovereigns  in  India  if  there  are  any  ?— 
Not  the  slightest.  We  gave  them  up  to  12J  millions, 
and  no  doubt  at  the  present  moment  you  would  give 
them  up  to  43  millions  sterling  worth. 

10.760.  {Lord  Faher.)  Does  the  Indian  Government 
undertake  to  supply  gold  for  rupees  ?— They  do  not 
undertake  it,  but  they  do.  They  cannot  bind  them- 
selves, and  they  have  never  bound  themselves,  but 
what  they  have  done  is  to  say,  we  will  go  on  and  pay 
out  our  Gold  Standard  Resei-ve  until  it  is  exhausted, 
and  when  it  is  exhausted  we  will  see  what  we  can  then 
do.    But  it  never  has  been  exhausted. 

10.761.  {Chairman.)  Where  have  they  said  that  ? — 
The  Government  of  India  have  made  that  announce- 
ment.    They  have  shown  it  by  what  they  have  actually 
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done.     They  have  never  refused  to  exchange  rupees  for 
gold. 

10.762.  Take  the  crisis  of  1907  and  the  following 
year;  they  did  not  at  once  without  hesitation  piu'sue 
that  policy,  did  they  ? — Sii-  Edward  Baker  held  up  gold 
for  about  12  hovu-s  until  he  got  orders  from  here.  He 
would  not  part  with  his  gold,.and  that  was  actually  put 
a  stop  to  by  the  Secretary  of  State.  From  the  time  he 
got  his  orders  the  gold  was  poin-ed  out  until  the  whole 
of  it  was  exhausted,  and  when  the  gold  was  ejthausted 
we  gave  them  sterling  hills  on  the  Secretary  of  State. 

10.763.  I  should  like  to  ask  you  in  that  connection, 
now  tliat  there  has  been  further  experience,  what  your 
view  is  of  the  con-ect  policy  for  the  Indian  Govern- 
ment and  the  Secretary  of  State  to  pursue  in  case  of 
another  crisis;  I  presume  you  would  say  without 
hesitation  that  the  gold  in  the  Gold  Standard  Besei-ve 
in  London  ought  to  be  freely  used  for  the  support  of 
exchange  ? — Absolutely. 

10.764.  Would  you  say  in  the  same  wa,y  that  any 
gold  in  the  hands  of  the  Government  of  India  should 
be  equally  freely  xised  ? — ^Absolutely. 

10.765.  How  do  you  think  it  could  be  best  used  ? 
I  am  speaking  now  of  gold  in  India.  Would  the  best 
use  in  such  a  crisis  be  to  pay  it  out  to  anybody  who 
asked  for  it,  or,  on  the  other  hand,  would  it  be  moi-e 
efficient  for  the  support  of  exchange  if  you  at  once 
shipped  it  to  London  and  sold  against  it? — ^I  would 
pay  it  out. 

10.766.  You  would  pay  it  out  ? — I  would  go  on 
paying  it  out  as  hard  as  the  people  chose  to  put  in 
rupees,  and  if  there  was  ijot  enough  gold  in  India  I 
would  give  bills  on  the  Secretary  of  State  and  let  him 
meet  them  from  his  gold  reserve  here,  and  when  that 
is  exhausted  I  should  go  on  selling  bills  again,  and 
I  would  sell  every  security  I  had  until  it  was  exhausted. 
When  that  is  done,  when  you  have  got  rid  of  your 
43  millions,  then  you  have  either  got  to  boiTOw  to 
support  your  gold  standai-d  exchange,  or  you  have  got 
to  let  the  exchange  go  by  the  board.  That,  in  my 
opinion,  will  never  happen.  We  had  a  crisis  in  1907 
which  I  do  not  think  is  likely  to  be  very  much  exceeded 
— but  you  might  have  the  same  again — and  then  they 
only  took  12^  millions.  I  would  not  stop  paying  out 
gold  for  one  moment. 

10.767.  Some  of  the  witnesses  who  have  come 
before  us  have  certainly  thought  that  that  crisis  was 
hfl,rdly  the  measure  of  the  crisis  which  might  come 
upon  the  Indian  Government  ? — Ton  had  two  severe 
famines  then,  and  you  had  a  financial  crisis  in 
America. 

10.768.  I  think  it  was  the  Governor  of  the  Bank 
of  England  who  said  to  us  in  a  phrase  which  remains 
in  my  memory,  that  if  the  storm  centi-e  had  been 
in  London,  the  situation  would  have  been  much  more 
difficult  to  deal  with  ? — Yes,  it  would.  Of  course, 
you  cannot  tell,  but  we  have  got  now  •  43  millions 
sterling  and  we  saw  a  pretty  bad  crisis  through 
with  125  millions,  and  came  out  with  llj  millions  to 
the  good.  If  we  lost  the  whole  of  our  gold  and  all 
our  securities,  we  would  only  go  back  to  where  we 
were  in  1893  before  the  mints  were  closed  and  when 
there  was  no  Gold  Standard  Reserve. 

10.769.  I  was  rather  thinking  at  the  moment 
when  I  began  this  series  of  questions,  about  the  best 
use  of  your  gold.  I  do  not  know  whether  in  saying 
that  you  would  give  it  out  freely  in  India,  you  are 
influenced  by  the  fact  that  youi'  gold  resoru-ces  or  yom* 
sterling  resources  are  so  large  now  that  you  can 
afford  to  let  the  gold  go  out  for  whatever  pui-poses  it 
is  demanded  ? — I  think  you  must  treat  evei-ybody 
ahke.  If  you  do  not  do  that,  you  will  not  support 
exchange. 

10.770.  Suppose  your  resom-ces  were  much  more 
limited,  would  you  not  say  for  the  purpose  of  maintain- 
ing exchange  if  you  had,  let  me  say,  a  sum  of  5  miUions, 
that  it  would  be  much  more  effective  to  send  that 
5  miUions  to  London  than  to  give  it  to  the  first 
comers  in  India  ? — No,  I  do  not  think  so.  I  would 
not  send  it  to  London ;  I  would  give  it  up  to  whoever 
wanted  it. 

10.771.  Taking  those  years,  I  think  something  like 
4  millions  were  given  out  in  India  ? — Yes. 


10.772.  And  apart  from  the  shipment  of  a  lot  of 
sovereigns  made  by  the  Government,  I  think  we  have 
had  it  in  evidence  that  only  about  a  quarter  of  a 
mUlion  could  be  traced  directly  as  going  to  the 
support  of  exchange  ? — It  must  have  had  a  consider- 
able effect  upon  the  support  of  exchange,  although  it 
coidd  not  be  seen. 

10.773.  In  preventing  the  impoi't  of  gold,  perhaps  ? 
— I  do  not  see  why  the  people  who  had  paid  for  the 
rupees,  and  given  a  sovereign  for  them,  or  had  given 
produce  equivalent  to  a  sovereign,  should  not  get  the 
sovereign  back,  as  well  as  other  people.  I  should  go 
on  and  give  the  gold  away  to  whoever  wants  it.  If 
you  do  that  then  you  are  all  right,  and  you  have  no 
quackery.  You  go  on  and  give  the  money  away  to 
whoever  brings  you  rupees,  till  you  have  exhausted 
your  Gold  Standard  BeseiTe,  and,  when  you  have  done 
that,  you  can  do  no  more. 

10.774.  Do  you  hold  the  view  that  the  Indian 
people  are  given  to  hoarding  gold  ? — I  do  not  think 
they  hoard  it  much.  I  think  they  put  it  into  orna- 
ments ;  if  they  have  a  good  season  they  like  to 
ornament  their  womenkind. 

10.775.  That  is  a  form  of  saving,  is  it  not? — 
Exactly.  There  is  no  reason  why  they  should  not  do 
that ;  it  pleases  them. 

10.776.  At  a  moment  of  crisis  like  that,  if  they 
have  any  gold  put  away,  they  are  not  very  likely  to 
bring  it  out,  are  they  ? — You  will  see  that  they  will 
bring  it  out  if  they  have  got  to  buy  clothes  and  food. 

10.777.  They  will  bring  it  out  under  the  stress  of 
famine  P — Undoubtedly  ;  or  perhaps  for  a  wedding,  or 
perhaps  if  a  man  wants  to  go  to  Jeddah,  as  thousands 
go  every  year,  on  pilgrimage.  If  they  have  got  no 
credit  with  the  marwari  then,  naturally,  they  will  sell 
their  jewels. 

10.778.  At  the  moment  when  exchange  is  uncer- 
tain, and  when  you  want  gold  to  flow  freely  to  its 
support,  would  that  not  be  rather  the  time  when  men 
would  be  inclined  to  keep  gold  by  them,  and  to  pay 
out  rupees  ?  Would  not  the  very  fact  that  they  were 
uncertain  about  the  future  of  exchange  cause  them 
to  hold  their  gold  and  increase  it  if  they  could  rather 
than  to  produce  it  for  the  support  of  exchange? — 
There  is  no  reason  why  they  should  not.  If  they  are 
afraid  of  the  rupees  going  down  to  less  than  15  to  the 
sovereign,  natui-ally  they  will  get  rid  of  the  coins  they 
are  alarmed  about. 

10.779.  K  they  used  up  a  large  part  of  the  gold 
resources  of  the  (-Jrovemment  of  India  in  that  way, 
would  not  that  rather  aggravate  the  crisis  instead  of 
ameliorating  it  ? — No,  because  they  only  use  up  the 
gold  resources  of  the  Government  of  India  by  paying 
back  rupees.  If  the  Government  of  India  get  back 
four  or  five  orores  of  rupees,  it  does  not  matter  where 
they  come  from;  they  have  made  the  cun-ency  that 
much  less  redundant,  but  it  does  not  matter  where  the 
rupees  come  from  if  the  mpees  come  in. 

10.780.  (Mr.  Keynes.)  If  there  was  an  adverse 
balance  of  trade  of  20,000,000Z.  to  meet,  and  if  Indians, 
through  distrusting  i-upees,  replaced  their  rupees  with 
sovereigns  to  the  extent  of  10,000i000Z.,  that  would  be 
a  call  on  the  resei-ve  of  .30,000,000Z.  ?— I  do  not  quite 
follow. 

10.781.  I  am  assuming,  first  of  all,  there  is  an 
adverse  balance  of  trade  which  must  be  met  of 
20,000,000?.  I  am  assuming  also,  that  owing  to  the 
distrust  of  the  rupee,  Indians  in  India  replace  rupees 
with  sovereigns  to  the  extent  of  10,000,000i. ;  that 
means,  does  it  not,  that  the  Government  must  find 
30,000,000Z.  ? — If  you  have  an  adverse  balance  of 
20,000,000^.,  and  there  is  also  a  disti-ust  of  the  gold 
value  of  the  rupee  to  the  extent  of  10  millions  ? 

10.782.  I  might  put  it  like  this:  If  the  Govern- 
ment attempts  both  to  meet  the  adverse  exchange,  and 
also  to  replace  rupees  for  people  who  are  gettii^ 
afraid,  they  would  need  largei-  reserves  than  if  they 
were  only  to  attend  to  the  exchange  ? — I  think  they 
are  both  the  same.  The  adverse  balance  of  trade 
undoubtedly  would  have  a  depressing  effect  on 
exchange. 

10.783.  But  it  does  not  help  exchange  in  the 
slightest  degree,  does  it,  if  persons  in  India  replace 
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rupees   by  sovereipis    and    keep    the    sovereigns    in 
India  ?— I  am  afraid  I  do  not  f oUow  you. 

10.784.  Suppose  a  man  who  used  to  have  rupees 
in  his  pocket,  puts  those  rupees  in  the  Government's 
chest  and  has  gold  in  his  pocket  instead ;  that  does 
not  help  exchange,  does  it  ? — Of  .com-se  it  does. 

10.785.  How  does  that  help  exchange? — Because 
you  take  ii^ees  off  the  market. 

10.786.  But  you  replace  them  by  sovereigns.'' — 
The  rupees  have  be.en  redtindant,  and"  therefore  there 
are  more  rupees  than  are  wanted  practically,  and  they 
begin  to  go  to  a  discoiint ;  is  that  not  so  r! 

10,737.  Yes  ?— The  Government  buy  them,  and  so 
they  maintain  the  ratio,  and  therefore  the  rupees  do 
not  go  to  a  discount. 

10.788.  (Chairman.)  Am  I  right  in  understanding 
that  in  your  view,  if  there  is  a  crisis  in  exchange, 
the  same  circtunstauces  which  make  that  crisis  will 
necessarily  make  the  rupee  circulation  redundant 
and  call  for  a  contraction  of  the  amount  of  rupees 
in  circulation  ? — Tes  ;  that  is  my  view. 

10.789.  (Mr.  Keynes.)  Is  it  not  the  case  that  it  is 
not  the  rupee  in  particular  which  is  redundant,  but 
that  there  is  more  circulation  in  the  country  than  the 
country  wants  at  the  moment  ?  If  you  simply  replace 
nipees  by  sovereigns,  that  does  not  affect  prices  or 
anything  else.  If  the  Government  refused  to  give  gold 
for  rupees  in  India,  but  sold  sterling  drafts  freely  in 
return  for  rupees,  rupees  would  fall  to  a  slight 
discount,  but  they  would  not  fall  to  a  great  discount. 
The  amount  of  the  fall  would  be  measui-ed  by 
the  cost  of  bringing  the  money  back  again  from 
London  to  India,  would  it  not,  and  you  could  let 
them  fall  to  a  discount  within  that  region  without 
affecting  things  ? — If  a  man  has  given  a  sovereign 
for  16  rupees,  it  would  be  quite  wrong  that  you 
should  not  give  him  the  sovereign  back,  but  that 
you  should  give  a  man  who  happens  to  have  an  oflEioe 
in  London  a  sovereign  in  London  in  exchange  for 
15  rupees. 

10.790.  May  1  put  the  point  again  like  this:  If 
there  is  an  adverse  balance  of  trade  of  20,000,000L, 
and  the  Secretary  of  State  sells  sterling  drafts  in 
India,  that  20,000,OOOZ.  is  the  maximum  he  will  have  to 
sell ;  if  he  also  agrees  to  replace  rupees  in  the  pockets 
of  the  people  in  India  with  sovereigns,  he  will  have  to 
supply  more  than  20  millions  sterling  ?— If  he  sells 
bills  on  London  for  20  millions  stalling,  he  has 
mopped  up  the  eqiiivalent  of  30  crores  of  rupees,  has 
he  not  ? 

10.791.  Incidentally,  yes  P — Not  incidentally  at  all. 
He  has  mopped  it  xrp  ;  he  has  got  that  before  he  has 
given  up  his  bills. 

10.792.  And  he  has  not  replaced  it  by  any  other 
money  in  India;  he  has  replaced  it  with  funds  in 
London,  not  iu  India? — He  has  replaced  it  in 
London. 

10.793.  Not  in  India  ? — Not  in  India. 

10.794.  He  has  reduced  the  currency  in  India  ? 
—Yes. 

■  10,795.  But  in  the  second  case  he  has  not  ? — How 
do  you  mean  that  in  the  second  case  he  has  not  ? 

10.796.  In  the  second  case,  in  which  he  replaces 
the  rupees  in  people's  pockets  in  India,  and  puts 
sovereigns  in  their  place,  he  has  not  reduced  the 
amount  of  cun-ency  in  India?— I  really  do  not  foUow 
you.  He  has  given  out  sovereigns  to  the  people  in 
India 

10.797.  (GhairmoM.)  He  has  altered  the  form  of 
currency  ? — Yes,  he  has. 

10.798.  But  he  has  not  decreased  the  total  of  the 
cuiTency  ? — No. 

10.799.  (Mr.  Keynes.)  I  am  suggesting  that  if  he  is 
to  do  both  things,  he  needs  more  resources  than  if  he 
is  only  attending  to  exchange?— I  would  strongly 
recommend  the  Commission  not  to  attempt  any 
quackeiy  of  that  kind.  I  say,  pay  out  your  sovereigns 
as  long  as  you  have  got  them  in  India,  and  then  sell 
youi-  securities  when  you  have  exhausted  yoiu-  gold. 
You  wiU  never  come,  as  far  as  I  can  judge,  to  anythmg 
like  20  millions  of  the  Gold  Eesei-ve  Standard  bemg 
required. 


10.800.  (Chairman.)  That  takes  me  to  another  point 
upon  which  I  would  now  like  to  ask  you  a  question. 
Have  you  fonned  any  standard  in  your  own  mind  for 
the  Gold  Standard  Reserve  ? — For  many  years  the 
idea  was  that  the  reserve  should  reach  12  millions  ; 
then,  when  we  got  up  to  12  millions,  we  began  to  get 
a  bit  frightened — we  are  always  a  little  afraid  of 
toucliing  the  resei-ves,  you  know.  "We  discussed  it 
here  at  the  India  Office,  and  we  thought  we  load 
better  have  it  20  millions.  Then,  when  it  got  up  to 
20  millions,  we  left  it  alone  and  did  not  piy  any 
attention  to  it,  but  let  it  iim  up.  Now  it  has  gone  up 
to  43  millions.    T  thiak  we  have  got  quite  enough  now. 

10.801.  You  are  talking  not  of  the  Gold  Standard  . 
Reserve  alone  ? — ^It  is  all  available  for  the  support  of 
the  Gold  Standard  Resei-ve. 

10.802.  You  are  talking  of  the  Gold  Standard 
Reserve  and  the  Paper  Currency  Reserve  ? — Gold  is 
iii  the  Paper  CiuTency  Resei-ve,  and  you  can  put 
nipees  in  there  and  take  out  the  gold.  In  the  Paper 
Currency  Resei-ve,  all  you  have  got  to  do  is  to  provide 
the  rupees,  and  then  you  can  take  the  gold  out  of  the 
Paper  Oun-ency  Reserve,  putting  in  the  mpees.  So. 
practically  for  the  support  of  the  Gold  Standax-d 
Reserve  at  the  present  moment  the  Government  of 
India  and  the  Secretary  of  State  between  them  have 
43  millions  in  gold  and  sterling  securities. 

10.803.  For  this  pui-pose,  you  regard  the  two 
reserves  as  interchangeable  or  complementary  ? — Yes, 
and  they  always  have  been  treated  so. 

10.804.  Do  you  think  there  would  be  some  advan- 
tage if  in  the  Gold  Standard  Reserve  you  had  a  larger 
proportion  of  gold  by  transfen-ing  the  silver  winch  now 
is  in  that  reserve  to  the  Paper  Currency  Reserve  ?  It 
does  at  first  sight  appear  an  anomaly  that  the  Gold 
Standard  Reserve,  or  Gold  Reserve  as  it  was  originally 
called,  should  contam  silver  ? — -Of  course,  you  know 
how  that  came  about.  They  got  a  little  alarmed,  and 
there  was  a  great  demand  for  coinage,  and  they 
thought  that  they  oiight  to  have  a  little  resei-ve  of 
silver  that  tliey  could  di'aw  upon  immediately,  so  as  not 
to  have  to  wait  until  silver  was  sliipped  from  home. 

10.805.  It  has  a,  little  confused  the  piu-pose  for 
which  the  Gold  Standai-d  Resei-ve  exists  ? — Yes,  it  has. 
It  was  a  suggestion  of  the  Government  of  India.  They 
anticipated  a  purchase,  and  then,  having  got  the 
4  millions  or  5  millions  that  they  have  got  there,  they 
have  been  frightened  to  use  it.  Now,  they  say,  we 
must  always  have  that  as  a  resei-ve.  A  most  dangerous 
thing  in  the  world  is  a  reserve :  the  moment  you  get 
it,  you  are  frightened  to  touch  it. 

10.806.  I  understand  yom-  view  in  x-egard  to  that 
would  be  the  same  that  you  have  expressed  in  regard 
to  the  Gold  Standard  Reserve,  namely,  that  when  the 
moment  comes,  you  should  use  it  freely  ? — Of  course. 

10.807.  And  it  is  only  there  for  that  purpose  ? — 
Exactly.     I  think  that  is  the  best  you  can  do  with  it. 

10.808.  (Mr.  Gillan.)  As  a  practical  question,  from 
yoiu-  point  of  view  would  it  be  equally  efficient  for  the 
support  of  exchange  if  we  held  all  the  gold  that  we 
may  have  in  the  Gold  Standard  Reserve  in  India,  and 
gave  it  out,  as  you  say,  to  the  first  comer  ? — For  all 
practical  purposes,  I  believe  it  would  be  just  as  good. 

10.809.  You  would  not  reseiwe  a  certain  amoimt 
to  be  held  in  London  to  meet  sterhng  bills  ? — I  think 
it .  is  a  matter  of  very  little  consequence  where  it 
is  held.  I  do  not  think  I  would  send  it  to  India ;  I 
would  not  go  to  the  expense  of  shipping  out;  but 
whenever  it  flows  out,  as  it  does  from  Egypt  and 
from  Australia,  I  should  leave  it  in  India  imless  it 
is  requu-ed  here.  But,  as  I  say,  I  would  not  go  to 
the  expense  of  shipping  it  out.  It  is  no  more  use 
out  there  than  it  is  here,  except  to  pay  out  in  times 
of  crisis.     I  am  not  sure  how  much  is  out  there  now. 

10.810.  (Chairman.)  In  your  view,  then,  it  is  a 
matter  of  indifference  whether  the  gold  of  the  Gold 
Standard  Resei-ve  is  held  in  India  or  in  London  ? — I 
do  not  think  it  makes  much  difference  now  that  we 
have  got  so  much. 

10.811.  Would  you  go  so  far  as  to  say  tliat  it  is 
equally  efficient    for    the    maintenance  of    exchange 
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whether  it  is  given  out  in  London,  or  whether  it  is 
given  out  to  every  comer  in  India  ? — Undoubtedly. 

10.812.  Do  you  think  that  a  million  sovereigns 
issued  to  a  series  of  first-comers  in  India  at  a  time  of 
crisis  would  be  as  effective  for  the  support  of  exchange 
as  a  million  sovereigns  in  London  ? — Do  you  meaai  as 
the  sale  of  a  million  sterling  of  Government  of  India 
bills  upon  the  Secretary  of  State .'' 

10.813.  Yes  ? — Undoubtedly  they  would  be  equally 
efFeotive. 

10.814.  Looking  on  the  gold  in  the  two  reserves  as 
one  for  this  purpose — and  I  understand  that  is  your 
point  of  view — do  you  consider  that  there  is  an 
adequate  amount  of  actual  gold  available  P — Tes. 

10,815.- You  take  no  exception  to  the  investment  of 
so  large  a  proportion  of  the  Gold  Standard  Reserve 
in  securities  of  one  kind  or  another  ? — No.  I  do  not. 
01  course,  it  is  cheaper  to  keep  your  reserve  in  securi- 
ties, as  then  you  are  earning  3  per  cent,  interest. 
Undoubtedly  there  has  been  a  depreciation,  and  if  the 
securities  were  sold  there  might  have  been  a  loss  of 
3  or  4  or  5  or  6  per  cent.,  or  perhaps  7  per  cent. — I 
have  not  got  the  exact  figures,  but  I  have  had  them,  of 
course — in  the  last  seven  years.  On  the  other  hand, 
multiplying  three  by  seven  you  have  had  21  per  cent, 
interest  during  that  time,  which  you  would  not  have 
had  if  it  had  been  lying  in  gold. 

10.816.  You  do  not  think  there  is  a  danger  that  in 
some  severe  crisis  when  there  has  been,  say,  not  only 
famine  in  India,  but  a  severe  monetary  disturbance  in 
London,  you  would  find  it  difficult  to  realise  your 
securities  at  anything  but  a  ruinous  price  ? — Things 
then  would  be  very  bad  indeed.  You  would  all  be 
"  bust  "  up  if  it  came  to  that. 

10.817.  From  the  point  of  view  of  realising  gilt- 
edged  securities,  things  have  been  very  bad  indeed, 
have  they  not — ^very  much  worse  than  anybody  would 
have  anticipated  10  or  20  years  ago  ? — They  have. 
The  value  of  money  has  gone  up  very  much,  and 
naturally  gilt-edged  securities  paying  a  low  rate  of 
interest  have  gone  down.  One  is  very  rash  to  prophesy, 
but  if  we  have  a  spell  of  bad  trade  or  slack  trade,  you 
will  see  the  securities  away  up  again,  assuming  that 
we  continue  to  have  peace  in  the  world. 

10.818.  I  think  the  balance  of  numbers,  at  any  rate 
— I  express  no  other  opinion  at  present— among  the 
witnesses  who  have  appeared  before  us  has  been  in 
favour  of  holding  a,  much  larger  proportion  of  the 
Gold  Standard  Reserve  in  gold  F — I  have  never  been  in 
favour  of  that.  That  is,  perhaps,  because  I  have  been 
so  anxious  to  take  care  of  the  revenues  of  India. 

10.819.  It  does  seem  to  me  as  if  in  this  particular 
respect  the  India  Office  has  pursued  a  policy  which 
indicates  a  different  temperament  to  that  in  which  it 
has  acted  in  other  capacities.  Take,  for  instance,  the 
loans  of  which  we  were  talking  ;  it  has  always  acted 
on  the  side  of  extreme  caution,  so  that  it  could  not 
possibly  be  caught  short  ? — That  is  so. , 

10.820.  But  in  this  respect  it  has  rather  invested 
up  to  the  hilt  ? — Would  you  say  that  ? 

10.821.  I  gather  you  do  not  think  that  P — How 
much  gold  have  they  got  now  ? 

10.822.  In  the  Gold  Standard  Reserve  very  little  P— 
When  you  come  to  look  at  it,  they  have  got  25 
millions  in  gold  and  18  millions  in  securities. 

10.823.  How  much  of  that  is  in  the  Gold  Standard 
Reserve.'' — The  whole  of  that  is  available  for  the 
support  of  exchange. 

10.824.  {Lord  Faber.)  On  the  other  side,  how  many 
upees   can  come  out  against   that   in   India.' — That 

imounts    to   43  millions  sterling.     You   have  got  to 
multiply  43  by  15  ;  it  is  something  enormous. 

10.825.  But  that  is  really  the  whole  question,  is  it 
not — ^how  many  rupees  can  be  thrown  against  it  ? — 
64  crores  of  rupees. 

10.826.  There  are  a  great  many  more  than  that,  of 
com-se,  in  India  ? — But  they  are  not  all  going  to  come 
out.  You  caimot  do  without  rupees  to  carry  on  the 
trade  of  the  country,  so  they  will  not  all  come  out. 
In  the  crisis  of  1907,  with  a  famine  two  years 
running  and  a  financial  crisis,  when  commodities 
dropped  something  like  50  per  cent.,  only  18  crores 
came  out. 


10.827.  Do  not  forget  that  the  financial  crisis  was 
in  America,  and  not  in  London  ? — -A  financial  crisis  in 
America,  which  cut  down  the  price  of  commodities 
tremendously ;  that,  of  course,  meant  a  tremendous 
fall  in  the  value  of  the  exports,  and  then  on  toj)  of  that 
you  had  two  famines. 

10.828.  But  it  did  not  affect  London  in  the  way  of 
making  it  difiicult  to  get  gold  in  London,  as  it  would 
do  to-day.  If  you  had  to  get  10  millions  of  gold  in 
London  to-day,  you  would  find  it. very  difiicult,  would 
you  not  ? — What  is  the  reserve  of  the  Bank  of  England  ? 
I  think  it  is  28  millions  of  gold,  and  here  a  poor  country 
like  India  has  got  25  millions  in  gold. 

10.829.  (Sir  Ernest  Cable.)  You  said  that  the  whole 
amount  of  rupees  would  not  come  out,  but  I  suppose 
it  would  not  be  too  high  an  estimate  that  perhaps  a 
quarter  of  the  rupee  circulation  might  be  presented  in 
exchange  for  gold  ? — I  cannot  conceive  it.  1  do  not  know 
how  they  would  be  able  to  carry  on  their  business. 
If  you  give  a  poor  man  a  sovereign,  he  has  got  to 
change  it ;  as  a  sovereign  it  is  of  no  use  to  him.  Take 
the  whole  of  the  300  millions  of  people  in  India ;  a 
sovereign  would  be  of  no  use  to  them. 

10.830.  That  is  so,  but  we  are  speaking  of  a  time  of 
panic  when  the  cultivator  will  go  for  gold  in  place  of 
his  rupees? — He  will  go  for  gold  if  he  has  got  the 
rupees  to  go  with,  but  not  if  he  has  not  got  them, 

10.831.  There  are  200  crores  in  circulation,  of  which 
25  per  cent,  would  come  to  50  crores .' — I  would  not  be 
afraid  of  it.  I  do  not  see  how  you  ai-e  going  to  get  on 
without  the  rupee  circulation.! 

10.832.  (Lord  Faber.)  Does  the  Indian  Govenimeiit 
undei-take  to  pay  gold  for  rupees  ? — No,  but  it  does. 

10.833.  If  it  does  not,  then  every  farthing  the 
Government  takes  in  gold  when  it  sells  its  rupees 
should  surely  go  into  the  Gold  Standard  Reserve  in 
liquid  gold,  should  it  not  ?  The  Government  is  selling 
i-upees  for  gold,  but  it  will  not  give  gold  for  laipees  ? — 
It  does  not  undertake  to  give  gold  for  rupees,  but  it 
does  give  it. 

10.834.  Should  not  all  the  gold  that  it  gets  into  its 
coffers  by  reason  of  the  sale  of  rupees  go  into  the  Gold 
Standard  Reserve  more  or  less  in  liquid  gold,  because  the 
rupees  may  come  back  and  be  thrown  at  them  again  ? 
— That  is  the  point.  The  India  Office  and  the  Govern- 
ment of  India  have  thought  it  wasteful  to  keep  the 
whole  of  this  tied  up  in  a  chest. 

10.835.  I  agree  from  one  point  of  view  that  it  is 
wasteful,  but  to  my  mind  there  is  something  beyond  that, 
and  that  is  the  safety  of  exchange  ;  in  that  I  do  not  think 
any  risk  ought  to  be  run  ?— I  deposit  100,000?.  with 
my  banker  in  gold  ;  he  has  got  that  in  gold  from  me  : 
should  he  keep  it  in  liquid  gold  in  order  to  be  able  to 
pay  me  back  ?     He  does  not. 

10.836.  He  ought  to  keep  a  proportion  of  all  his 
deposits  in  gold  ?— He  will  lend  it  to  Mr.  Gladstone,  say 
and  get  5  per  cent,  on  it.  knowing  perfectly  well  that 
when  I  want  it  back  again  he  will  get  it  from 
Mr.  Gladstone.  I  think  the  Government  of  India  are 
quite  justified  in  putting  a  very  large  proportion  of  the 
resei-ves  into  securities  which  will  bring  in  an  income. 

10.837.  (Chairman.)  I  may  take  it  generally,  perhaps, 
from  what  you  have  said,  that  you  feel  amply  satisfied 
that  the  resources  at  the  back  of  the  Indian  Govern- 
ment and  the  Secretary  of  State  are  sufficient  to  meet 
any  calls  that  are  likely  to  come  upon  them  for  the 
maintenance  of  exchange.? — I  do,  now  that  they  have 
43  millions  sterling  in  gold  and  securities. 

10.838.  And  even  before  quite  as  much  as  that  was 
accumulated  you  felt  sufficiently  seciu-e,  in  view  of  the 
urgent  need  for  railway  development,  to  recommend  or 
be  a  party  to  the  diversion  of,  I  think,  a  million  and  a 
half  of  the  money  that  would  have  gone  to  the  Gold 
Standard  Resei-ve,  to  railway  construction  ? — Yes. 

10.839.  Looking  back  on  it  you  see  no  reason,  I 
gather  from  what  you  have  said  to  us,  to  doubt  the 
wisdom  of  that  transaction  ? — Not  the  slightest. 

10.840.  Your  mind  has  not  been  affected  by  any  of 

the  criticisms  which  have  been  directed  to  it  ? Not  in 

the  slightest  degree.  As  I  pointed  out,  we  had  then 
234  millions,  we  diverted  1  million,  we  had  this  crisis 
upon  us  and  we  were  called  upon  to  pay  12-i  millions, 
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and  we  came  out  of  it  with  11  millions,     I  think  it 
was  perfectly  justfeable. 

10.841.  Tou  did,  I  think,  entirely  deplete  the 
currency  reserve  of  its  gold  ?— Yes,  I  think  so.  We 
paid  away  the  whole  of  the  gold  we  had,  and  we  realised 
a  lot  of  our  securities. 

10.842.  (Mr.  Gillan.)  Do  you  not  think  if  at  that 
time  we  had  had  more  gold  in  our  Paper  Currency 
Reserve  in  India,  the  total  drain  on  our  gold  would 
have  been  much  greater  ?  "We  had  to  Stop  giving  it 
out  because  we  had  none  left  ? — But  we  did  the  equi- 
valent, you  know.     We  sold  biUs  freely. 

10.843.  Would  not  the  demand  in  India  for  gold 
have  been  much  larger  if  the  G-ovemment  had  been 
able  to  supply  it  P — 1  do  not  think  it  would  have  been. 
We  did  precisely  the  equivalent.  All  the  banks  who 
had  over-supplied  themselves  and  who  found  when  the 
famine  came  that  they  did  not  require  the  money  in 
India  but  wanted  to  get  it  home  to  meet  their  obliga- 
tions in  this  country,  took  all  the  gold  they  could  get 
out  of  the  Government,  and  then  we  telegraphed  out 
and  said  :  Sell  bills  freely  to  any  amount  on  the  Secre- 
tary of  State.     That  met  the  demand. 

10.844.  Do  you  think  the  total  demand  for  gold  was 
satisfied  in  one  way  or  another  ? — Yes. 

10.845.  In  spite  of  the  fact  that  issues  of  gold  in 
India  were  stopped  altogether  for  quite  a  long  period  ? 
— The  gold  was  exhausted. 

10.846.  {Chairman.)  Do  you  carry  your  approval  of 
what  was  done  in  regard  to  diverting  a  portion  of  the 
Gold  Standard  Reserve  income,  if  I  may  so  describe  it,- 
to  railway  development,  to  the  point  of  saying  that 
under  present  circumstances  you  think  the  resources 
are  so  large  that  you  would  not  accumulate  further 
funds  in  the  Gold  Standard  Reserve  ? — If  I  had  the 
honour  of  being  an  adviser  of  the  Secretary  of  State 
on  the  Council,  I  should  certainly  recommend  that  the 
profits  henceforth,  say  from  the  end  of  1918,  from 
coinage  should  be  no  longer  accumulated  either  in 
gold  or  in  sterling  securities,  and  that  they  should  be 
applied  in  amplification  of  the  money  that  is  got  for 
the  building  of  railways  in  India.  Railways  in  India, 
as  of  course  you  know,  are  the  Kf eblood  of  the  country. 
Not  only  do  I  regard  them  as  most  important  in  view 
of  developing  the  trade  of  the  country,  but  also  in  view 
of  preserving  the  life  of  the  people.  Take  the  famines ; 
if  you  can  get  food  poured  into  the  districts  by  means 
of  these  railways,  you  can  keep  people  alive  who  other- 
wise would  be  swept  out  of  existence.  Then  think  of 
the  return  that  you  get  from  them— 4|  per  cent.,  5  per 
cent.,  6  per  cent.,  and  even  10  per  cent,  some  of  our 
friends  make  on  railways.  You  cannot  get  a  better 
investment  as  long  as  we  hold  India. 

10.847.  I  agree  that  it  is  a  magnificent  investment, 
and  that  there  is  a  very  large  field  for  it ;  but  what  I 
wanted  to  have  definitely  from  you  was  whether  you 
thought  that  the  means  at  the  disposal  of  the  autho- 
rities for  the  maintenance  of  exchange  were  now  so 
ample  that  you  could  afford  to  divert  the  funds  which 
have  hitherto  gone  to  increase  these  means,  to  the,  at 
any  rate,  much  more  indirect  way  of  preventing  famme 
or  supporting  exchange  which  is  afforded  by  railway 
development  ?— I  do.  Might  I  put  it  to  you  m  this 
way:  The  Government  of  India  are  borrowing  any- 
thing from  8  to  10  or  12  millions  annually  at  the 
present  moment  for  the  construction  of  railways,  and 
they  are  eating  up  their  credit  by  doing  that.  It, 
instead  of  borrowing  12  millions  they  were  to  borrow 
8  millions  and  they  were  to  use  4  milhons  trom 
the  profit  on  the  coinage  for  the  building  of  railways 
they  would  be  again  building  up  credit.  After  all,  it 
you  have  a  sufficient  liquid  balance  to  carry  on  your 
business,  surely  you  had  better  apply  surpluses  to  the 
reduction  of  debt  or  to  not  increasing  your  debt. 
After  all,  if  this  Gold  Standard  Reserve  runs  out,  it 
the  43  millions  are  cleared  out,  where  would  the 
Government  of  India  be  ?  If  they  used  up  20  millions 
of  the  coinage  profit  in  building  railways,  they  would 
have  20  millions  less  debt  round  their  necks  than  they 
would  have  if  they  piled  up  this  20  millions  m  the 
Gold  Standard  Reserve  and  borrowed  tl»e  extra  ^u 
millions  in  the  market;  so  at  the  end  with  the  43 
millions  exhausted,  if  they  had  to  go  mto  the  market 

0    20900 


to  borrow  20  millions,  they  would  be  no  worse  off 
in  order  to  support  exchange  than  they  would  be  if 
they  did  not  do  it.  They  would  come  out  of  it  with 
20  millions  less  debt  round  their  necks  and  the  Gold 
Standard  Reserve  exhausted.  On  the  other  hand,  if 
they  had  the  20  millions  in  the  Gold  Standard 
Reserve,  they  would  come  out  with  that  20  millions, 
but  with  20  millions  more  debt  round  their  necks. 

10.848.  That  is  true  ;  but  does  it  not  follow  that 
the  immediate  charge  they  would  have  to  meet  in  the 
crisis  would  be  reduced  not  by  20  millions  but  by  the 
interest  on  20  millions  .''  Their  resources  to  meet  the 
crisis  would  be  reduced  by  the  whole  20  millions  which 
they  had  failed  to  accumulate,  but  the  charges  which 
they  would  have  to  meet  would  be  reduced,  not  by  the 
20  millions,  but  by  the  interest  on  20  millions  .' — I  am 
afraid  I  do  not  quite  follow. 

10.849.  Suppose  they  accumulate  the  20  millions  of 
which  you  speak  in  the  Gold  Reserve,  then  whenever  a 
crisis  comes  they  have  20  millions  of  reserve  to  meet 
the  crisis  ;  but,  you  say,  they  are  burdened  with  an 
additional  debt  of  20  millions  F — Yes,  and  the  charges 
upon  that. 

10.850.  But  the  charges  are  not  20  millions ;  the 
charges  are  Sj  per  cent.  ? — The  charges  are,  say,  a 
million  a  year. 

10,861.  We  will  call  it  a  million  a  year.  If  they 
follow  the  one  course  and  accumulate  the  20  millions 
in  the  reserve,  their  resources  will  be  increased  by  20 
millions  and  their  obligations  by  1  million;  if  they 
follow  the  opposite  course  which  you  recommend,  their 
obligations  will  be  diminished  by  1  million  but  their 
resources  for  meeting  them  will  be  at  the  moment  of 
the  crisis  diminished  by  20  millions  ? — Do  you  mean 
the  annual  burden  will  be  a  million  less  ? 

10.852.  Their  annual  charges  will  be  a  milUon  less  ; 
but  when  the  crisis  comes  their  resources  for  meeting 
an  exchange  crisis  would  be  20  millions  less.  I  am 
putting  it  not  as  a  problem,  which  is  the  most 
economical  transaction  spread  over  a  series  of  years,  but 
what  is  the  effect  upon  their  power  to  meet  a  crisis  at 
the  moment  when  the  crisis  arises  ? — Their  credit 
would  be  so  much  higher  through  having  20  millions 
less  borrowed  that  they  could  borrow  to  meet  this 
crisis.  If  the  43  millions  was  not  enough  to  meet  the 
demand  upon  the  Gold  Standard  Reserve,  they  could 
always,  if  necessary,  borrow,  and  they  could  borrow  so 
much  the  better  because  they  had  borrowed  20  millions 
less  than  would  have  been  borrowed  otherwise. 

10.853.  {Lord  Faber.)  Do  you  think  India's  actual 
credit  has  much  to  do  with  the  price  it  pays  for  a  loan  ? 
Is  that  not  governed  by  the  state  of  the  money  market 
at  the  moment  ? — That  is  a  very  complex  question.  If 
you  put  out  a  loan  of  10  millions  in  the  spring  of  1913 
you  might  close  it  at  SJ  per  cent,  at  85 — ^I  do  not  think 
you  would  be  able  to  do  better  than  85  just  now. 

10.854.  You  would  not  ? — Then,  if  it  is  known  by 
the  time  this  loan  is  absorbed — by  July  or  August,  say 
— that  you  are  going  to  have  another  10  millions  in  the 
market  again  in  February,  you  are  bound  to  keep  down 
the  price — you  cannot  help  it.  If  you  reduce  your 
borrowing  the  chances  are  that  you  improve  the  prices 
at  which  you  are  able  to  dispose  of  your  loans.  It  is  a 
very  complex  question,  and  I  quite  agree  with  you  that 
the  state  of  the  money  market  at  the  time  has  a  good 
deal  to  do  with  the  price  ;  but  if  you  are  a  constantly 
boiTOwing  Government,  and  there  is  always  another 
10  millions  on  top  of  you  before  the  last  lO  millions 
has  been  properly  digested,  when  you  come  out  with 
your  next  10  millions  you  are  bound  to  get  a  lower 
price. 

10.855.  Judging  India  on  its  merits  I  say  its  credit  is 
far  too  low;  it  is  a  very  rich  country? — Yes.  It  is 
that  constant  borrowing  which  affects  her;  and  you 
cannot  get  away  from  it  if  you  are  going  to  develop 
the  country. 

10.856.  {Mr.  Gillan.)  Might  not  the  crisis  be  of  such 
a  nature  that  a  borrower,  even  with  the  best  credit, 
cannot  sell  his  assets  i — ^He  can  at  a  price. 

10.857.  Yes,  at  a  ruinous  price  ? — If  you  have  good 
assets  you  can  generally  get  your  money. 

10.858.  {Chairman.)  Now  I  should  like  to  pass  from 
that  and  to  ask  you  to  give  me  briefly  your  views  on  a 
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proposal,  about  which  we  have  heard  a  good  deal,  for 
the  opening  of  a  mint  for  the  free  coinage  of  gold  in 
India  ? — I  have  of  course  seen  it  stated  that  the 
absence  of  a  mint  for  the  free  coinage  of  gold  in  India 
places  the  country  under  a  disability,  and  while  I  have 
no  objection  to  raise  to  the  coinage  of  gold  in  India,  I 
question  very  much  whether  the  establishment  of  a 
xnint  there  wiU  make  any  appreciable  difference,  or  be 
any  advantage  to  the  country.  India  produces  only 
2  million  pounds'  worth  of  gold  every  year,  and  even  if 
the  whole  of  this  were  to  be  coined  in  India,  which  to 
my  mind  is  doubtful,  the  expense  of  sending  this  gold 
to  England  to  be  coined  would  be  less  than  the  cost  of 
establishing  and  maintaining  a  mint  in  India. 
Sovereigns  and  half-sovereigns  are  legal  tender  in 
India  in  the  ratio  of  one  sovereign  for  15  rupees. 
There  is  no  difficulty  in  getting  sovereigns.  The 
Government  of  India,  as  I  have  pointed  out,  have 
43  mUlions  sterling  (25,000,000Z.  in  sovereigns  and 
18,000,000?.  in  securities)  at  their  disposal,  and  they 
will  exchange  these  for  rupees  as  required,  at  the  ratio 
of  one  sovereign  for  15  rupees.  For  all  practical 
purposes  India  has  free  coinage  of  gold  now  through 
the  sovereign,  just  as  Ireland  has  or  Scotland  or  New 
Zealand  or  The  Cape,  though  there  is  no  mint  in  any 
of  these  countries. 

10,859.  Let  me  turn  to  yet  another  subject.  Our 
attention  has  been  drawn  to  the  amount  of  the 
fiduciary  issue  of  the  Paper  Currency  Reserve ;  have 
you  formed  any  opinions  on  that,  as  to  whether  the 
time  has  come  for  revising  the  limits  now  laid  down  ? 
- — I  think  perhaps  there  has  been  a  little  over- caution 
there  too.  If  I  remember  rightly,  the  fiduciary  issue  of 
the  Currency  Note  ■  Department  is  fixed  by  statute  a.t 
14  crores,  the  amount  having  been  increased  by  two 
crores  a  couple  of  years  ago.  I  have  always  thought 
that  the  Government  of  India  were  perhaps  somewhat 
over-cautious  in  this  respect,  and  looking  at  the  large 
proportions  which  the  note  issue  have  now  reached,  I 
think  the  amount  issued  against  Government  paper  and 
approved  securities  might  reasonably  and  without 
danger  be  increased  to,  say,  at  least  one-third  of  the 
amount  of  notes  outstanding.  I  mention  this,  however, 
with  diffidence,  and  more  as  a  matter  for  consideration 
than  with  any  idea  of  forcing  my  views.  I  am  no 
longer  in  any  way  responsible  for  the  financial  stability 
of  the  Indian  Government,  and  I  feel  that  this  is  a 
matter  regarding  which  they  must  be  the  best  judges. 
As  to  the  amount  of  capital  which  could  be  raised  in 
India  annually,  I  think  the  time  has  come  when  this 
might  also  be  reconsidered.  Hitherto,  from  two  to 
three  crores  was  looked  upon  as  the  maximum  of  the 
actual  amount  which  could  be  borrowed  in  India  with- 
out unduly  depressing  the  price  of  Government  paper. 
But  when  it  is  considered  that  the  3J  per  cent,  rupee 
paper  is  standing  at  96,  and  the  31  per  cent.  Indian 
Sterling  Loan  is  at  88,  it  would  appear  that  there  is 
not  too  much  of  the  former  upon  the  market  at  the 
present  time. 

10,8t)0.  There  is  another  question  about  which  I 
should  like  to  have  your  opinion  which  arises  in  con- 
nection with  the  subject  you  were  discussing  just  now, 
namely,  the  borrowings  of  the  Government  of  India. 
I  gathered  from  what  you  said  that  in  your  opinion  it 
was  important  to  restrict  as  much  as  circumstances 
permitted,  having  regard  to  the  needs  of  Indian 
development,  the  bon-owings  of  the  Secretary  of  State 
iu  London  ? — As  far  as  we  possibly  can. 

10,861.  Do  you  think  that  the  needs  for  more 
capital  could  be  more  fuHy  met  by  loans  raised  in 
India  ? — They  have  always  been  rather  afraid  in  India 
to  go  beyond  two  or  three  crores,  though  I  am  not  sure 
that  we  did  not  one  year  go  up  to  four  crores.  The 
Government  of  India  when  they  have  been  approached, 
as  they  have  been  approached  every  year,  have  always 
said  they  would  like  to  make  the  loan  as  little  as 
possible.  They  are  rather  afraid  of  the  market  going 
against  them,  and  they  are  inclined  to  stick.  I  think 
myself  they  might  try  to  get  a  little  more  money  in 
India ;  I  think  they  might  go  up  to  four  crores  a  year. 
I  am  rather  guided  in  my  opinion  here  by  the  fact  that 
the  3^  per  cent,  rupee  paper,  which  has  precisely  the 
same   security  behind  it  as  the  3i  per  cent.  Indian 


Sterling  Loan,  stands  now,  as  I  have  said,  at  95,  and 
the  Sterling  Loan  stands  at  88  or  87.  I  just  draw 
your  attention  to  that  fact  as  showing  that  the  holders 
seem  to  be  fairly  sure  about  the  exchange  value  of  the 
rupee. 

10,862.  Now  in  regard  to  the  suggestion  for  a  State 
Bank ;  I  do  not  know   how  much   consideration  you 
have  given  to  the  subject  ? — I  cannot  say  I  have  given 
very  much  to  it.     I  have  heard  the  subject  spoken  of 
a  good  de^,  and  I  have  seen  the  very  ingenious  and 
very  well  thought  out  proposal  of  Mr.  Keynes.     Of 
course  there  is  no  difficulty  about  establishing  a  State 
Bank  in  India,  but  I  am  very  strongly  disposed  to  the 
opinion  that  there  is  nothing  to  be  gained  either  from 
the  point  of  view  of  the  Government  or  from  the  point 
of  view  of  the  trade  of  the  country  by  starting  a  State 
Bank  in  India.     To  put  it  briefly,  the  Government  of 
India,  through  its  district  collectors  and  other  public 
officers,  receive  the  revenues  and  disburse  the  cost  of 
administration,   while  the   Secretary   of    State   draws 
upon  the  Government  of  India  for  the  funds  required 
to  meet  disbursements  in  this  country.     The  system, 
which  has  been  a  matter  of  evolution,  works  admirably, 
and  it  has  the  great  advantage  of  being  simple  and 
not  mixing  up  the  Government '  funds  in  trade,  and 
possibly  getting    the    Government   involved   in   some 
serious  financial  crisis,  which  might  be  the  case  if  the 
country's   balances   were   placed   with   an    institutioii 
which  lent  them  out  with  the  object  of  making  money, 
and  found  itself  imable  to  get  them  back  when  required 
'to  meet  the  obligations  of  the  Government.     Ton  get 
a  bank  rate  running  up  to  sometimes  8  per  cent.,  but 
it  does  not  stay  there  very  long.     The  trade  of  India 
is  a  seasonal  trade,  and  there  is  a  rush  for  money  to 
pay  for  purchases  coming  down  from  up-country,  but 
that  period  is  of  very  short   duration.     I  think  the 
exchange  banks  have  done  the  work  uncommonly  well, 
and  so  far  as  my  experience  goes — some  of  the  members 
of  the  Commission  have  had  longer  experience  even 
than  I  have  had  of  India — I  have   never  found  any 
difficulty  in  getting  advances  when  I  was  able  to  offer 
good  security.     Of   course  you   cannot   get  advances 
anywhere  unless  you  have  got  assets  to  offer  to  your 
lender.     I  do  not  know  what  the  Commission  may  do, 
but  I  think  I  would  strongly  urge  them  to  leave  the 
matter  of  the  State  Bank  alone.     I  think  the  difficulty 
could  be  got  over  by  letting  the  Presidency   Banks 
have  a  little  more  of  the  Government  surpluses  (when 
they  are  available)  at  their  disposal  to  ease  the  market. 
We  have  urged.them  at  the  India  Office,  on  more  than 
one  occasion,  to  take  some  money  from  the  Govern- 
ment and  to  lend  it  out  in  the  market ;  but  I  think 
the  Fiuancial  Member  perhaps   asked  a  little  liigher 
rate  than  the  banks  were  disposed  to  pay,  and  I  think 
only  in  one  or  two  cases  did  they  ever  take  the  money. 
I   think  it  would  be  very  much  better  to   leave  the 
three  Presidency  Banks  alone.     If  they  do  not  have 
enough  capital  to  finance  the  country,  let  them   get 
more  capital.      There  is  not  the  slightest  difficulty. 
The  shareholders  would  double  the  capital  to-morrow, 
or  treble  it,  if  it  were  required.     They  are  paying  very 
good  dividends.     There  is  no  doubt  that  this  proposal 
to  amalgamate  the  three  banks  and  turn  them  into  a 
State  Bank  would  be  a  very  good  thing  for  the  share- 
holders, but  I  do  not  think  it  would  be  good  for  any 
other  body.     I  would  strongly  ui-ge  that  the  Govern- 
ment of  India  should  not  go  and  mix  their  balances 
up  with  a  State  Bank.     You  have  got  no  State  Bank 
in  this  country ;  the  bank  you  have  got  here  does  not 
lend  out  the  Government  money,  but  the  Government 
borrow  from  them. 

10.863.  I  have  put  this  question  to  one  or  two 
other  witnesses,  and  as  your  answer  suggests  it,  I  will 
put  it  also  to  you  :  At  the  present  time  the  Indian 
budget  is  drawn  on  such  lines  as  to  provide  the 
Government  with  sufficient  funds  at  the  time  of  year 
when  it  is  poorest ;  if  you  take  the  English  pi-actice, 
we  count  upon  bcn-owing  from  the  market  for  a  good 
part  of  the  year,  and  repaying  it  when  the  taxes  come 
in.  Would  you  apply  the  English  practice  to  Indian 
circumstances  ? — No,  I  do  not  think  so. 

10.864.  I  was  not  supposing  that  you  went  that 
length,  but  your  answer  seemed  to  justify  the  question  ? 
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— I  think  the  Sera-etary  of  State  would  find  himself 
unable  to  draw  upon  India  very  often.  He  wotild  not 
he  able  to  meet  his  sterling  obligations. 

10.865.  Of  course,  the  Indian  G-ovemment  does 
have  to  administer  many  matters  which  we  are  apt  to 
consider  banking  matters  and  which  cannot  fall  within 
the  direct  and  immediate  cognisance  of  the  British 
Government  ? — -That  is  so. 

10.866.  For  instance,  the  note  issue  and  exchange  ? 
— Yes ;  but  it  is  all  done  very  economically,  and  it  is 
all  done  imcommonly  well. 

10.867.  That  is  a  question  I  wanted  to  ask  you : 
You  are  a  business  man  with  large  experience  ;  what 
opinion,  after  your  Indian  experience,  have  you,  as  a 
business  man,  formed  of  the  business  capacity  shown 
by  the  oflS.cials  who  are  responsible  for  this  work  ? — I 
have  often  wished  that  I  had  some  of  them  in  my 
office. 

10.868.  There  is  one  subject  which  we  have  not 
touched  at  all,  and  that  is  the  purchase  of  silver  for 
coinage  purposes.  The  purchase  operations  of  the 
Government  of  India  have  been  very  spasmodic,  have 
they  not  ? — Yes. 

10.869.  Do  you  think  that  is  unavoidable,  or  could 
they,  if  they  give  attention  to  the  matter,  buy  more 
steadily  and  not  come  on  the  market  at  intervals  for 
such  very  large  amounts  ? — I  think  they  could.  "We 
suggested,  while  I  was  at  the  India  Office,  to  the 
Government  of  India  that  we  should  go  on  buying 
steadily  and  quietly  when  there  was  no  demand  on  the 
part  of  the  Government  of  India  for  coinage  ;  lot  them 
make  the  forecast  weU  ahead  as  to  what  the  require- 
ments wotild  be  likely  to  be,  and  then  place  the  orders 
in  the  market  quietly  and  buy  it  up.  The  Government 
of  India  negatived  our  proposal  and  it  went  by  the 
hoard ;  but  I  think  it  would  be  much  better  if  it  were 
adopted.  That  is  what  we  all  do  in  business.  We 
build  our  ships  when  nobody  wants  a  ship  ;  that  is  the 
time  to  build  your  ships,  and  that  is  the  time  to  buy 
your  silver,  when  the  market  is  duU.  We  know  that 
the  demand  is  coming — it  is  bound  to  come ;  if  you 
provide  for  it  beforehand,  of  course,  you  lose  a  little 
in  the  way  of  interest,  but  if  I  had  charge  over  the 
way,  I  should  certainly  insist  on  the  Government  of 
India  doing  it. 

10.870.  Woiild  you  coin  the  silver  as  soon  as  you 
have  bought  it,  and  sell  the  coined  rupees,  or  would 
you  hold  the  silver  in  reserve  ? — That  is  a  matter  of  no 
consequence.  You  could  buy  at  hom^  for  delivery 
six  months  ahead,  or  three  months  ahead.  You  could 
just  have  a  contract,  and  very  often  you  would  not 
have  to  take  it  up,  as  you  could  put  off  delivery. 

10.871.  At  present  all  the  purchasing  is  done  in 
London  ? — Practically. 

10.872.  Would  there  be  any  advantage  in  purchasing 
in  Bombay  P — No  ;  none  whatever.  London  is  the  silver 
money  market.  By  purchasing  in  Bombay  you  would 
be  only  playing  into  the  hands  of  the  speculator. 

10.873.  I  was  reading  a  suggestion  this  morning 
from  a  witness  who  is  coming  before  us,  that  Bombay 
is  a  much  bigger  mai-ket  and  a  much  wider  market 
than  London  for  silver  ?— I  should  prefer  to  buy  my 
silver  here. 

10.874.  {Mr.  Keynes.)  With  regard  to  that  last 
question  about  buying  silver  in  Bombay,  a  witness, 
whom  we  have  not  yet  examined,  has  wi-itten  a  memo- 
randum on  the  subject,*  pointing  out  that  m  London 
the  whole  market  is  in  the  hands  of  about  four  brokers, 
whereas  in  Bombay  it  is  in  the  hands  of  a  great  number 
of  independent  persons.  He  gives  that  as  his  principal 
reason;  he  thinks  there  is  a  more  open  market  in 
Bombay  than  in  London.  What  do  you  say  to  that  ^ 
—I  should  think  those  independent  persons  would  very 
soon  come  together. 

10  875  With  regard  to  the  loans  in  London ;  we 
have  i9een  informed  that  for  the  purpose  of  loans  m 
London,  rtiilway  debentiu-es  are  taken  at  par,  althougn 
their  market  value  may  be  below  par  ?— Yes. 


10.876.  Is  that  a  good  system  in  your  opinion  ? — 
These  are  short  bonds,  not  debentures. 

10.877.  They  are  debenture  bonds  ?  —  They  are 
really  promissory  notes,  dated  say,  1st  January  1914, 
and  repayable  on  31st  December  1916  or  1918, 

10.878.  I  am  speaking  of  bonds  which  may  perhaps 
be  two  points  below  par,  not  more,  and  yet  they  are 
taken  at  par,  so  that  a  borrower  can  get  more  money 
than  he  has  paid  out  in  order  to  get  the  securities  ? — 
He  gets  a  trifle  more.  You  see,  the  security  is  actually 
good,  because  they  are  repayable  by  the  Secretary  of 
State  himself. 

10.879.  (Lord  Faber.)  It  is  subject  to  a  three 
years'  discount,  and  it  is  not  worth  its  face  value  if 
it  is  only  repayable  three  years  hence  ? — That  is  so. 
In  all  the  lending  we  have  had  in  my  14  years  here,  I 
think  we  lost  about  501.  or  601.  in  the  way  of  interest ; 
so  there  has  been  no  practical  disadvantage. 

10.880.  {Mr.  Keynes.)  I  think  we  have  had  evidence 
that  there  were  two  cases  in  which  there  had  been 
defaults  on  these  loans,  and  that  they  were  both  cases 
of  bonds  which  had  been  taken  above  their  maket. 
value  ? — I  think  there  were  either  one  or  two  cases 
All  the  Secretary  of  State  had  to  do  then,  was  to 
retain  them  until  they  fell  due,  and  then  repay 
himself.  The  amount  of  interest  lost  was  a  mere 
trifle. 

10.881.  You  do  not  think  that  the  existing  practice 
is  open  to  criticism  at  all,  then  ? — I  do  not  think  so. 
It  had  been  going  on  long  before  I  went  there,  and  it 
was  not  disturbed. 

10.882.  {Chairman.)  You  say  in  that  case  all  the 
Secretary  of  State  had  to  do  was  to  hold  his  own  bonds 
and  pay  himself  the  interest  ? — ^Pay  himself  the  prin- 
cipal— ^that  is  all. 

10.883.  {Mr.  Keynes.)  Eventually  ?— Yes.  You 
lend  to  people  who  are  supposed  to  have  a  very  consi- 
derable margin  in  their  own  possession,  beyond 
anything  that  is  at  risk.  In  this  case,  it  was  a  man 
who  turned  out  to  be  rather  a  scoundrel.  When  you 
come  to  think  of  the  millions  that  have  been  lent  on 
the  market,  I  think  you  will  see  that  the  Secretary  of 
State  has  done  uncommonly  well  in  having  lost  only 
that  mere  trifle.  I  do  not  think  it  amounts,  at  the  very 
outside,  to  more  than  a  couple  of  hundred  pounds. 

10.884.  {Chairman.)  It  means,  no  doubt,  that  there 
is  no  ultimate  loss  practically  ? — There  is  no  ultimate 
loss  in  capital. 

10.885.  Does  it  not  mean  also  that  the  Secretary  of 
State  may  have  to  go  without  his  money  at  the  moment 
that  he  wants  it  ? — -Of  course,  it  has  that  disadvantage, 
and  therefore  you  have  got  to  be  extremely  oa,reful  to 
whom  you  lend.  Of  all  the  borrowers,  there  has  only 
been  this  one  man,  or  two  men,  by  whom  we  had  any 
loss. 

10.886.  {Mr.  Keynes.)  1  notice,  on  reference  to  Mr. 
Badock's  memorandum,*  that  India  debentures,  India 
bonds,  and  the  guaranteed  debentures  of  railway 
companies  are  taken  at  par,  whereas  Treasury  bills 
and  Exchequer  bUls  are  simply  taken  at  market  value, 
and  then  these  various  other  securities  are  taken  at  a 
margin  of  5  per  cent.  ? — I  think  that  has  been  in  order 
to  help  the  issues. 

10.887.  With  regard  to  the  remuneration  of  the 
broker,  he  gets  a  commission  on  the  amount  of  interest 
earned,  and  you  justify  that  on  the  ground  that  it  is  an 
incentive  to  him  to  use  his  best  abilities  to  get  the 
best  rate  ? — That  is  so. 

10.888.  The  interest  he  earns  depe^ids  much  more 
on  whether  it  is  a  dear-money  year  or  a  cheap-money 
year,  than  on  what  he  can  do,  does  it  not  ?  Whether 
it  is  a  cheap  year  or  a  dear  year  may  make  a  difference 
of  a  thousand  or  two  thousand  to  him,  may  it  not  ? — 
Undoubtedly. 

10.889.  Whereas,  when  he  is  earning  7,500?.,  if  on 
all  his  loans  by  his  ability  he  gets  an  extra  ith  per 
cent.,  that  makes  a  difference  in  his  income  of  about 
300Z.  only  ?— Yes. 

10.890.  That  is  a  mere  trifle.  The  extent  to  which 
he  can  increase  his  income  by  his  intelligence  and 
assiduity  is,  therefore,  very  small  indeed,    and    his 


*  See  Appendix  XXXIII.,  pp.  685-6. 
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income  is  almost  entirely  dependent  on  the  volume  of 
business  and  on  the  general  price  of  money  P^Tes,  that 
is  so. 

10.891.  Would  you  say,  in  view  of  that,  that  the 
argument  that  it  is  desirable  to  remunerate  him  in  this 
way  ia  order  to  get  the  best  work  from  him,  comes  to 
very  much,  and  that  it  is  a  good  thing  to  pay  Mm  by 
commission  on  his  earnings  ? — I  think  it  is  always  a 
good  thing  to  pay  a  man  who  is  doing  that  sort  of 
business  by  results. 

10.892.  Even  when  his  total  income  being  7,5001., 
the  utmost  difference  he  can  make  is  3001.  ? — Yes,  I 
still  think  that.  I  think  the  principle  is  a  good  one. 
It  is  what  we  do  in  business  :  invariably  people  are 
paid  by  results. 

10.893.  I  am  showing  that  very  little  of  it  is  a  pay- 
ment by  results,  and  that  for  the  greater  part  of  the 
payment  it  is  not  by  results  ? — Do  you  mean  that  he 
gets  paid,  whether  he  is  diligent  or  not  ? 

10.894.  That  the  amount  of  difEerence  his  diligence 
can  make  is  a  very  small  part  of  his  income.  (Lord 
Faber.)  Mr.  Keynes's  argument  is  that  the  money 
market  rules  him,  and  that  if  that  is  good,  he  gets 
very  well  paid  ? — If  you  have  a  very  cheap  money 
market 

10.895.  (Mr.  Keynes.)  He  gets  a  hard  time." — 
Would  you  not  say  then  there  is  more  incentive  for 
him  to  do  well  ? 

10.896.  I  should  say  that  his  income  is  largely  out 
of  his  own  control.  If  money  is  mling  cheap  he  cannot 
help  it,  but  his  income  goes  down  2,000J.  or  3,000? 
that  year  ? — Surely,  the  higher  rate  that  he  can  get 
from  the  borrowers,  the  more  is  his  income. 

10.897.  I  am  arguing  that  the  amount  by  which  he 
can  by  his  honesty  increase  his  income  is  so  very  little. 
(Lord  Faber.)  Whether  he  is  a  good  broker  or  a  bad 
broker  does  not  much  matter.  It  is  the  money  market 
that  rules  things.  If  he  is  a  very  bad  broker,  he  gets 
7,400Z.,  and  if  he  is  a  very  good  one  he  gets  7,600?.  ? — 
In  my  own  experience,  I  have  not  found  myself  any 
less  keen,  although  my  income  hp-s  been  going  up.  I 
have  generally  tried  to  get  the  best  I  could  in  working 
my  business. 

10.898.  (Mr.  Keynes.)  That  cuts  against  the  whole 
argument  of  reward  proportioned  to  results.  If  he  is 
going  to  be  keen  anyhow,  the  argument  that  you  must 
apportion  his  remuneration  to  his  activity  falls  to  the 
ground  ? — If  you  have  a  man  like  Mr.  Scott  working  in 
the  money  market,  and  you  find  him  constantly  about 
with  the  Accountant- General  and  the  Chairman  of  the 
Finance  Committee  at  the  India  Office,  you  will  find, 
I  think,  that  he  is  doing  his  best  the  whole  time. 

10.899.  But  your  impression  is  that  if  he  had  a  fixed 
salary  he  would  not  do  his  best  ? — There  would  not  be 
the  same  incentive  for  him  to  do  his  best. 

10.900.  I  suggest  that  there  is  a  very  small  incentive 
under  the  present  system,  and  I  think  you  agree  to 
that  ? — Tes.  I  have  not  gone  into  the  figures,  but  no 
doubt  you  have. 

10.901.  With  regard  to  the  length  of  time  for  which 
the  loans  have  been  made,  as  I  understand  the  proce- 
dure, you,  as  chairman  of  the  Finance  Committee,  did 
not  go  behind  what  the  Accountant- General  told  you ; 
he  would  say,  I  can  spare  so  much  for  two  weeks,  and 
you  would  then  do  your  best  for  that  money  and  would 
not  check  his  calculations  in  any  way  P — That  is  so. 

10.902.  Tou  have  suggested,  I  think,  that  he  was 
possibly  somewhat  over-cautious,  and  that  if  you  had 
been  making  these  calculations  yourself,  you  would 
sometimes  have  lent  the  money  for  longer  periods  P — 
He  would  show  me  a  statement  showing  that  at  certain 
dates  he  had  so  much  to  pay,  and  that  he  must  be  in 
funds  to  meet  that.  I  would  say  to  him,  you  wiU 
probably  be  selling  100  lakhs  on  Wednesday,  so  you 
will  be  700,000?.  better  off  than  you  expect  to  be.  He 
would  say,  I  never  do  take  that  into  account,  but  the 
moment  I  get  the  money  I  place  it  at  your  disposal  to 
lend. 

10,903.  Was  it  not  unwise  to  have  a  cast-iron  rule 
of  that  kind  ?  I  can  imagine  that  there  would  be  some 
occasions  on  which  you  had  to  act  on  the  hypothesis 
that  you  would  get  nothing  from  CoimcU  bills,  but  was 
it  not  wrong  to  have  a  cast-iron  rule  to  that  effect  P — 


I  have  already  expressed  to  the  chairman  nay  views  on 
that  point.  On  the  whole.  I  do  not  think  Mr.  Badock 
in  any  way  sacrificed  the  revenues  of  India  by  the 
procedure  he  adopted. 

10.904.  But  that,  you  say,  was  a  lucky  chance  ? — 
No  ;  I  do  not  think  so. 

10.905.  In  general,  if  you  had  an  opportunity — I 
do  not  say  you  actually  did — for  lending  money  for 
three  months,  would  you  not  expect  over  an  average 
of  years  to  make  more  money  than  if  you  only  had  to 
lend  it  for  four  weeks  P — I  do  not  know. 

10.906.  (Lord  Faber.)  It  would  depend  on  which 
three  months  of  the  year  it  was,  would  it  not  P — Tes. 

10.907.  (Mr.  Keynes.)  I  am  not  assuming  that  you 
would  be  forced  to  choose  the  rate  for  three  months  ; 
but  at  any  moment,  if  you  have  the  choice  whether  you 
will  lend  for  a  longer  or  a  shorter  period,  would  you  not 
be  able  to  do  better  in  the  course  of  years  than' if  you 

have  not  the  choice  ? — As  I  explained  to  Lord  Faber 

at  least,  it  did  not  require  explaining  to  him,  but  as  he 
agreed  with  me — sometimes  you  will  find  it  better  to 
lend  your  money  only  for  a  fortnight,  in  the  hope  that 
the  rate  will  go  up.  Tou  are  only  going  to  get  3  per 
cent,  for  the  three  months. 

10.908.  Sometimes  you  may  find  it  advantageous  to 
lend  for  a  fortnight ;  on  the  other  hand,  you  may  some- 
times find  it  advantageous  to  lend  for  three  months  ? 

There  cannot  be  any  hard-and-fast  rule  in  arranging 
these  sorts  of  things.  Tou  have  got  fa  go  by  the 
circumstances  of  the  day  and  the  circumstances  of 
the  hour. 

10.909.  Tou  would  not  say  itwas  never  advantageous 
to  lend  for  three  months  P — No ;  I  would  not  say  that. 

10.910.  So  if  you  had  the  choice,  it  would  be  an 
advantage  ? — ^No,  not  necessarily. 

10.911.  It  must  sometimes  be   an  advantage? 

Sometimes  it  happens  that  a  bank  or  a  boiTower  will 
take  your  money  for  two  months  and  give  you  a  better 
rate  for  two  months  than  he  will  for  three.  I  think 
Lord  Faber  will  bear  me  out  there.  Tou  cannot  tell ; 
it  all  depends  on  the  money  market  of  the  day. 

10.912.  I  think  you  miss  my  point.  lam  not  saying 
it  would  pay  to  be  forced  to  lend  always  for  three  months, 
but  if  in  every  transaction  you  have  the  opportunity  of 
lending  for  a  short  or  for  a  long  period,  that  must  be 
an  advantage.  Tou  would  not  say  that  if  your  bankers 
never  lent  for  more  thau  four  weeks  that  would  increase 
their  dividends,  would  you?— No;  but  there  was  no 
question  of  being  forbidden  to  lejid  for  any  particular- 
length  of  time.  The  money  was  lent  out  for  the  period 
and  at  the  rate  that  was  current  in  the  best  market. 

10.913.  As  I  understand,  there  was  a  cast-iron  rule 
which  led  to  the  broker  being  always  informed  that  he 
must  not  lend  for  more  than  four  weeks,  or  six  weeks, 
except  in  the  case  where  loans  were  made  to  banks  P— 
"^°'i  a"^'^  ^°^  speaking  of  loans  made  to  private  firms  ? 

10,914._  Tes ;  I  am  suggesting  that  if  he  had  had 
the  discretion  to  lend  for  longer  periods  when  he  judged 
it  advantageous  to  do  so,  it  would  have  paid  the 
revenues  of  India  P  —  The  .  chairman  of  the  Finance 
Committee  did  not  interest  himself  in  the  loans  made 
m  the  market.  That  was  done  entirely  between  the 
Accountant-Genei-al  and  the  broker. 

10.915.  That  I  understand.  I  am  putting  no  more 
than  the  point  that  if  the  broker  was  told  on  some 
occasions  by  the  Accountant- General :  Lend  for  foui- 
weeks  or  six  weeks  or  eight  weeks,  whichever  you  think 
18  most  advantageous,  that  would  have  increased  the 
rates  which  the  broker  could  have  got  P— I  am  not 
sure.  I  thmk  probably  the  market  would  not  care  to 
take  the  money  for  a  longer  period  very  often. 

10.916.  Very  often,  perhaps  not,  but  if  there  were 
ever  occasions  when  the  market  would  p— I  never  was 
T^fl"?  ^■'^  '*i°'"  Pi-acticaUy  had  anything  to  do 
with  the  lending  of  money  on  the  market,  so  I  cannot 
say.  I  got  the  statement  of  loans  made  in  the  market 
every  week,  placed  befoi-e  me  by  the  Accountant-General, 
and  It  was  then  submitted  to  the  Finance  Committee 
but  It  was  not  the  duty  of  the  Chairman  of  the  Finance 
Committee  to  interfere  between  the  Accounta5t- General 
and  the  broker  m  regard  to  these  loans. 

10.917.  Has  your  general  banking  experience  never 
led  you  to  consider  this  matter  ?— To  tell  you  the  truth, 
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I  am  afraid  I  cannot  |iay  definitely  how  long  he  iised  to 
lend  the  money,  out  for ;  1  do  not  know. 

10.918.  (Lord  Faber.)  I  think  what  Mr.  Keynes 
means  would  be  this  :  Suppose  we  in  England  had  the 
option  of  lending  money  out  in  April  of  each  year  for 
a  fortnight  or  for  three  months,  we  should  certainly 
lend  it  for  thi:ee  months  ? — Tes. 

10.919.  On  the  other  hand,  if  that  same  option  was 
given  to  us  to  lend  money  out  in  October  for  a  fortnight 
or  for  three  months,  we  should  lend  it  for  a  fortnight  ? 
— That  is  so. 

10.920.  It  depends  on  the  time  of  the  year? — It 
depends  on  the  time  of  the  year  entirely. 

10.921.  (Mr.  Keynes.)  I  am  simply  suggesting  that 
there  are  sometimes  opportunities  in  which  liberty  to 
lend  for  longer  periods  is  valuable  ? — I  do  not  know — • 
you  probably  know— for  what  period  the  money  used 
to  be  lent  out  against  these  securities  in  the  market. 

10.922.  It  was  very  rarely  lent  for  more  than  fom- 
weeks  ? — That  may  have  been  an  arrangement  which 
suited  the  market. 

10.923.  It  was  not  done  for  that  reason ;  it  was  done 
on  acootint  of  this  rule  of  the  Accountant-General's  ? — 
That  I  do  not  know.     I  cannot  speak  to  that. 

10.924.  Tou  stated  that  some  discretion  had  to  be 
exercised  in  the  placing  of  these  deposits,  as  it  would 
not  have  been  to  the  advantage  of  the  Secretary  of 
State  to  hawk  them  about,  and  probably  have  refusals  ; 
I  do  not  quite  understand  what  was  in  your  mind  in 
making  that  statement  ? — If  you  go  hawking  money 
about  all  over  the  market,  you  cannot  get  such  a  good 
rate  as  if  you  have  your  own  clientele  to  lend  it  to. 

10.925.  Do  you  think  that  an  extension  of  the  list 
of  banks,  so  far  from  increasing  the  rate  you  have  got, 
would  have  diminished  it  ? — No,  I  would  not  say  that ; 
but  you  have  got  to  be  very  careful  in  your  dealings. 
The  list  was  extended,  and  I  think  after  I  went  it  was 
extended  still  further — ^it  was  raised  to  six  or  seven. 

10.926.  (Chairman.)  Tour  meaning,  I  take  it,  is 
that  if  at  a  particular  moment  you  have  a  particular 
sum  to  lend,  and  you  try  two  or  three  people  who  do 
not  want  it  and  they  refu.se  you,  and  that  becomes 
known,  that  would  place  you  in  a  worse  position  than  if 
you  had  gone  straight  to  the  man  who  wanted  it  ? — • 
Tes,  that  is  what  I  mean.  Tou  have  got  to  De  very 
careful  how  you  work  these  things. 

V  10,927.  (Mr.  Keynes.)  I  want  to  ask  a  few  questions 
on  this  matter  of  the  loans  to  banks  which  are  con- 
nected with  the  India  Coimcil.  It  seems  to  me  there 
are  two  questions  which  have  to  be  kept  in  view,  but 
which  are  quite  distinct.  There  is  the  actual  scrupu- 
lousness with  which  the  business  is  transacted,  and 
there  is  its  appearance  to  persons  who  are  ignorant  of 
the  character  of  the  business  involved,  and  of  the 
details  of  the  business  ? — Tes,  that  is  so. 

10.928.  I  do  not  think  we  have  heard  criticisms  of 
the  actual  scrupulousness  with  which  the  business  was 
transacted,  but  we  have  had  criticisms  of  the  appearance 
which  such  things  would  naturally  present  to  the  minds 
of  ignorant  persons.  VVTiat  is  your  opinion  of  these 
things  from  that  point  of  view,  in  the  light  of*  the 
experience  we  have  had  since  these  things  were  done  ? 
—All  that  I  would  say  in  regard  to  that  is  that  such  a 
thing  never  occurred  to  me. 

10.929.  That  is  easily  understood  when  we  have  not 
had  the  experience  which  we  have  had  since ;  but  in  the 
light  of  subsequent  experience,  do  you  think  that  it  is 
a  wise  policy  for  the  Secretary  of  State  to  lend  funds 
to  banks  which  are  represented  on  his  Council— looking 
at  it  simply  from  the  point  of  view  of  appearances  ? 
— I  do  not  see  any  objection  to  it. 

10.930.  It  would  probably  be  possible  to  get  as 
good  rates  from  other  banks  on  all  occasions,  would 
it  not  ?— I  think  it  would  be  a  great  misf  ortime  if  the 
Secretary  of  State  were  to  be  debarred  from  makmg 
use  of  a  bank  because  a  member  of  Council  happened 
to  be  a  director  of  it. 

10  931.  But  if  he  could  get  equaUy  good  terms 
elsewhere,  might  it  not  be  wise  for  him  to  go  else- 
where ?— No  ;  I  cannot  see  that  it  would,  and  I  do  not 
think  that  it  would.  If  I  were  to  agree  to  that,  I  should 
be  condemning  my  former  coUeague  and  also  myselt. 


I  reaUy  cannot  see  that  there  has  been  any  harm  done 
or  that  there  is  ever  likely  to  be  any  harm  done.  As 
you  say,  it  is  ignorant  criticism  only  that  has  been 
brought  to  bear  upon  this,  and  I  think  that  ought  to 
be  absolutely  disregarded.  Tou  know  perfectly  well 
that  the  whole  thing,  as  you  say,  has  been  absolutely 
scrupulously  honest,  and  it  is  ridiculous  to  go  and  say, 
because  Sir  Felix  Schuster  and  Mr.  Cuirie  happen  to 
be  directors  of  two  great  iustitutions,  there  is  to  be  no 
business  done  with  those  institutions.  Tou  will  keep 
men  off  the  India  Council  if  you  do  that. 

10.932.  In  these  matters  most  of  the  critics  are 
necessarily  ignorant  ? — Tou  cannot  help  that. 

10.933.  The  details  of  the  transactions  are  not  of 
such  a  character  that  they  must  be  apparent  to  every- 
body who  is  taking  any  kind  of  interest  in  the  matter ; 
aiid  in  such  a  case,  when  it  is  impossible  to  explain  your- 
self to  the  critics,  is  it  not  wise  to  avoid  things 
which  even  seem  to  require  explanation  ? — Tou  say  it 
is  not  possible  to  explain;  I  think  it  is  possible  to 
explain. 

10.934.  It  is  a  sort  of  point  in  which  it  is  quite 
impossible  to  demonstrate  that  a  given  bank  did  not 
have  the  first  ofEer  or  that  it  did  not  have  much  more 
favourable  rates.  Whatever  the  truth  of  the  matter, 
if  that  criticism  is  made  it  cannot  be  logically  rebutted  ; 
however  untrue  it  is,  there  is  no  absolutely  conclusive 
answer  ? — As  I  said,  I  think  ignorant  criticism  of  that 
sort  ought  to  be  disregarded  in  the  interests  of  the 
revenues  of  India. 

10.935.  I  have  been  very  much  interested  in  the 
position  that  you  have  put,  that  all  the  reserves  ought 
to  be  regarded  very  much  as  one,  and  also  that  there 
is  a  danger  of  being  extravagant  in  the  matter  of 
res'erves.  That  is  a  standpoiut  with  which  I  myself 
have  very  much  sympathy,  but  almost  every  witness 
we  have  had  has  stated  the  opposite  opinion;  they 
have  been  inclined  to  distinguish  the  reserves  rather 
sharply  and  to  argue  that  there  is  much  more  danger 
of  the  reserves  being  too  low  than  of  their  being  too 
high  ? — I  should  call  that  ignorant  criticism  agb,in. 

10,936..  I  should  like  to  suggest,  in  view  of  the 
very  great  prevalence  of  that  sort  of  criticism,  that 
perhaps  the  right  thing  to  do  is  to  keep  the  Gold 
Standard  Reserve  very  liquid  and  very  intact,  and  .as 
time  goes  on  to  diminish  the  amount  of  sterling  re- 
sources which  one  keeps  in  other  ways.  Tou  have 
agreed,  1  understand,  that  25  millions  in  the  Gold 
Standard  Reserve  would  not  be  enough  if  we  had  no 
other  resources.  Tour  argument  is  that  as  we  have  got 
18  millions  in  the  Paper  Oun-ency  Reserve,  43  millions 
altogether  is  enough  ? — I  do  not  go  quite  so  far  with 
you  as  that.  Tou  say  I  agree  that  25  millions  is  not 
enough ;  but  we  withstood  a  veiy  severe  crisis  when 
we  had  only  23  millions. 

10,937.  Still,  you  would  not  feel  perfectly  happy 
if  there  was  not  a  sovereign  in  the  Paper ,  Currency 
Reserve  and  your  Gold  Standard  Reserve  represented 
the  whole  of  your  available  resources,  would  you  ? — 
No,  but  that  never  was  intended. 

1©,938.  That  being  so,  I  suggest  that  a  great  deal 
more  gold  should  be  kept  in  the  Gold  Standard  Reserve 
and  less  gold  in  the  Paper  Currency,  Reserve,  that 
there  ahordd  be  no  increase  of  sterling  resources  in  the 
Paper  Oun-ency  Resetve,  and  that  as  it  became  possible 
to  hold  more  sterling  resources  in  the  Gold  Standard 
Resei-ve  the  amount  held  in  the  Paper  Currency 
Reserve  should  be  correspondingly  reduced? — I  do 
not  know  what  practical  difference  that  would  make. 

10.939.  It  would  make  the  difference  that  it  would 
be  intelligible  to  the  ordinary  critic  ? — There  you  are 
again.  I  would  disregard  him.  If  you  want  to  make 
a  change  you  can  do  so,  but  as  far  as  I  can  see  there 
is  no  practical  gain.  I  think  you  admit  that,  do  you 
not  ? 

10.940.  If  there  is  no  practical  loss  it  is  surely 
worth  while  to  make  your  system  more  intelligible  ? — 
I  do  not  see  that  it  is.  It  is  a  matter  of  no  conse- 
quence ;  you  have  got  your  43  millions,  and  it  does  not 
matter  where. 

10.941.  Now  1  should  like  to  ask  you  a  few  ques- 
tions on  the  proposal  to  have  a  State  bank.     Tou 
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hold,  I  think,  that  the  present  state  of  affairs 
was  perfectly  satisfactory;  the  ordinaiy  criticism 
of  a  State  bauk  is  that  while  there  are  many  things 
that  are  unsatisfactory  in  the  present  state  of  affairs, 
there  will  be  great  practical  difficulties  in  the  way  of 
improvement ;  you,  as  I  tmderstand,  do  not  take  that 
line,  but  you  think  everything  is  perfectly  satisfactory 
as  it  is  ? — That  is  my  experience. 

10.942.  Tou  see  nothing  to  criticise  in  the  present 
situation,  quite  apart  from  the  practical  difficulties  of 
curing  it  ? — I  have  seen  nothing. 

10.943.  Tou  do  not  think  that  the  very  high  seasonal 
bank  rate  is  disadvantageous  ? — I  think  if  you  take  the 
average  bank  rate  in  India  you  will  find  it  very  much 
like  it  is  here  in  England. 

10.944.  I  am  not  saying  that  the  average  bank  rate 
is  higher ;  I  am  saying  that  the  seasonal  bank  rate  is 
high,  and  I  am  asking  whether  that  is  not  a  disadvan- 
tage F — Are  you  going  to  get  over  that  by  having  a 
State  bank  ? 

10.945.  That  is  a  fuiiiher  question.  I  am  now 
asking  you.  Are  there  any  disadvantageous  features  in 
the  present  situation,  and  I  suggest  that  perhaps  a 
high  seasonal  bank  rate  is  one  of  them  ? — There  is  no 
doubt  it  wotild  be  an  advantage  to  the  trade  of  India  if 
the  bank  rate  never  went  over  4  per  cent. 

10.946.  Would  it  not  be  an  advantage  if  it  seldom 
went  over  6  per  cent.  ? — It  would  be  an  advantage  to 
the  trade  of  this  coimtry  if  the  bank  rate  never  vent 
over  2  per  cent. 

10.947.  Would  it  not  be  an  advantage  to  the  trade  of 
India  if  the  bank  rate  seldom  went  over  6  per  cent.  ? — 
Tes,  but  4  per  cent,  would  be  better. 

10.948.  But  6  per  cent,  would  be  a  great  improve- 
ment ? — To  what  extent .'  Tou  have  the  bank  rate 
sometimes  7  per  cent,  for  a  few  weeks ;  I  have  not 
gone  into  the  figures,  so  I  cannot  say  for  how  long. 

10.949.  I  have  not  got  the  figures  before  me,  but 
there  h^e  been  long  periods  when  it  has  been  7  per 
cent.  ?  —Sometimes  you  have  had  it  at  8  per  cent,  also 
for  a  few  weeks  at  a  time,  and  then  you  have  it  down. 
I  think  it  is  very  difficult  to  get  over  that.  With  a 
great  rush  of  produce  coming  down,  with  the  jute 
season  coming  on  in  a  great  lump,  with  the  rice  season 
in  Burma,  the  cotton  season  in  Bombay,  and  the  seed 
season  all  coming  on,  it  is  extremely  difficult  to 
finance,  as  Sir  Ernest  knows — to  get  what  money  you 
require  within  a  given  time. 

10.950.  I  will  come  later  to  the  question  of  cure ; 
I  am  simply  suggesting  that  here,  prima  facie,  is  an 
undesirable  feature  in  the  present  situation? — There 
are  many  undesirable  features,  of  course,  in  all  busi- 
ness. From  the  point  of  view  of  the  man  who  wants 
to  borrow,  it  is  very  undesirable  to  have  to  pay  8  per 
cent. ;  but  from  the  point  of  view  of  the  man  who  has 
the  money  to  lend,  it  is  rather  desirable  to  be  able  to 
get,  8  per  cent. 

10.951.  I  am  not  suggesting  that  it  is  the  only 
undesirable  feature ;  I  am  rather  suggesting  there  are 
many  others.  For  example,  in  India,  as  you  know, 
the  Government  balances  are  locked  up,  and  apart 
from  the  United  States  of  America  there  is  no  other 
country  in  which  that  occurs  ? — But  they  are  only 
looked  up  for  a  time ;  they  are  made  available  the 
moment  Council  bills  are  sold. 

10.952.  But  in  no  other  way  ?— There  is  a  certain 
amount  of  them  left  with  the  Presidency  banks. 

10.953.  But  there  is  a  large  amount  which  is  locked 
up;  and  you  think  there  is  no  objection  to  that.? — 
Occasionally  they  are  locked  up  when  the  money  comes 
Trilling  in,  when  the  revenue  is  collected,  but  that  does 
not  occur  for  very  long,  and  the  moment  there  is  a 
demand  for  Council  tiills  to  finance  the  trade  of  the 
country  they  are  thrown  open  to  the  public. 

10.954.  There  are  occasions  on  which  a  large 
amount  has  been  locked  up  for  long  periods  ? — There 
has  been  no  demand  for  money  then. 

10.955.  There  has  been  no  demand  for  Council 
Dills  ?— That  is  so. 

10,966.  It  has  happened  nevertheless  when  the  bank 
rate  was  fairly  high  ?■ — Is  that  so  ? 


10.957.  That  is  so  ? — It  cannot  have  been  for  very 
long,  because  the  moment  the  bank  rate  goes  over  5  or 
6  per  cent,  you  find  a  strong  demand  for  Council  bills  ; 
at  least,  that  is  my  experience. 

10.958.  {Mr.  GiUan.)  The  last  cold  weather  was  an 
example  of  the  occasion  Mr.  Keynes  is  putting  to  you. 
Council  bills  were  restricted,  but  at  the  same  time 
there  was  a  veiy  heavy  demand  for  money  in  India  ? — 
How  were  Council  bills  restricted  ? 

10.959.  There  was  not  much  demand  for  them  ^ — 
That  is  it ;  there  was  no  demand  for  money.  Council 
bills  were  not  restricted  by  the  Government  of  India 
or  by  the  Secretaiy  of  State,  but  because  there  was  no 
demand  for  money. .  If  there  had  been  any  real  demand 
for  money  for  the  export  trade  you  wouid  have  found 
Council  biUs  selling  quite  freely. 

10.960.  {Mr.  Keynes.)  If  there  had  been  any 
demand  for  money  for  the  export  trade,  yes  ? — Or  for 
the  moving  of  the  crops. 

10.961.  No,  not  necessarily  in  that  case  ?— ^Surely. 

10.962.  Supposing  it  is  the  Presidency  banks  who, 
want  the  money ;  they  cannot  get  hold  of  it  by  buying 
Council  bills,  because  they  are  prohibited  by  law  from 
doing  so .'' — That  is  so,  but  the  Presidency  banks  are 
not  tie  only  banks  that  finance  the  trade  of  the 
counti-y. 

10.963.  It  is  difficult  to  ask  questions  in  regard  to 
fact,  but  may  I  put  it  in  this  way,  th3,t  while  occasions 
in  which  the  money  has  been  locked  up  and  is  wanted 
have  not  come  to  your  notice — if  I  am  right  in  sug- 
gesting there  have  been  such  occasions  —  that  is  a 
matter  for  criticism  ? — I  think  that  could  be  got  over, 
as  I  said  in  the  course  of  the  Chairman's  exa,mii)ation 
of  me,  by  the  Government  lending  out  their  balances 
to  the  Presidency  banks,  or  placing  them  at  the  disposal 
of  the  Presidency  banks,  at  a  reasonable  rate  of  interest, 
perhaps  a  little  under  the  bank  rate.  With  the  Presi- 
dency banks  and  their  large  capital  and  their  resources, 
I  think  there  would  be  very  little  difficulty  in  getting 
it  back. 

10.964.  Do  you  think  it  would  be  wise  for  the 
Government  to  lend  in  such  large  quantities  as  to 
affect  the  bank  rate  and  at  the  same  time  to  have  no 
responsibility  for  what  the  bank  rate  w;is  ? — I  think 
they  had  better  not  mix  themselves  up  with  the  bank 
rate. 

10.965.  (LordFaber.)  Large  crops  have  to  be  moved 
in  every  country  in  the  world,  and  then  money  ra^s 
go  up  ;  that  is  the  cardinal  point  in  the  situation,  is  it 
not  ? — Tes. 

10.966.  {Mr.  Keynes.)  Tou  would  have  them  remain 
aloof  from  the  bank  rate,  but  you  would,  notwith- 
standing, have  them  lending  on  w:hat  might  be  a  large 
scale? — Tes,  on  a  reasonable  scale  to  each  of  the 
Presidency  banks.  I  would  not  mind  doing  that ;  in 
fact,  that  is  the  system  wbich  has  been  advocated  from 
the  India  Office  in  years  past. 

10.967.  Now  I  turn  to  the  question  you  raised  a 
short  time  ago  of  the  possibility  of  cure  for  the  high 
seasonal  bank  rate.  Tou  pointed  out  that  the  average 
charge  for  bon-owing  in  India  is  nothing  to  wonder 
a,t,  and  that  it  is  rather  low? — I  have  not  got  the 
figures ;  could  you  tell  me  what  it  is  ? 

10.968.  People  say  that  the  average  rate  of  money 
in  India  all  the  year  round  is  something  like  4 J  per 
cent,  on  good  security,  which  certainly  is  not  too  high  ? 
—I  have  got  two  cotton  mills  in  Madras  and  one  in 
Bangalore,  and  they  are  financed  to  a  very  large  extent, 
when  they  have  got  to  buy  their  cotton,  and,  indeed, 
all  the  year  round,  at  Sf  per  cent.  It  does  not  seem  to 
me  that^;hat  is  out  of  the  way.  When  you  have  got 
decent  security  to  offer  you  can  get  your  money  ;  when 
you  have  got  bad  security,  or  no  security,  you  cannot 
get  your  money. 

10.969.  {Lord  Faber.)  Tou  would  have  to  pay  that 
much  at  home  ?-^We  would.  For  something  like  30 
lakhs  of  rupees  in  and  out  all  the  year  round  5^  per 
cent,  is  what  we  pay  in  Madi-as,  and  have  done  for 
years. 

10.970.  {GlmirmoM.)  When  you  say  all  the  year 
round,  I  suppose  you  do  not  mean  that  you  are  paying 
five  per  cent,  for  a  12  months'  loan,  but  that  that  is 
your  average  payment  for  the  money  tiiat  you  want? 
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— We  pay  5i  per  cent,  all  the  year  round.  We 
are  able  to  give '  thfem  ample  secui-ity  in  the  shape 
of  cotton  stocks  and  cotton  piece  goods,  probably  20  or 
30  per  cent,  in  excess  of  the  overdraft  and  earmarked  for 
them,  and  om-  over-drawn  balance  is  charged  5|  per 
cent,  all  the  yeai-  round.  I  think  that  is  a  very  good 
example  of  what  you  can  get  money  for  in  India  if  you 
have  got  a  decent  security  to  offer. 

10.971.  {Lord  Faher.)  Do  the  banks  there  lend  on 
piece  goods  ? — Tes.  We  get  30  or  40  lakhs  of  rupees 
for  the  three  mills,  the  Buckingham,  the  Carnatic,  and 
the  Bangalore.  As  for  the  security  :  our  people  tell 
them  we  have  got  cotton  of  such  a  value,  and  we  have 
got  twist  and  piece  goods  of  such  a  value,  and  we 
always  see  that  you  are  covered  to  the  extent  of  20  or 
30  per  cent. 

10.972.  Do  you  take  warehouse  certificates  with 
you,  or  how  ? — ^No,  they  trust  us  absolutely. 

10.973.  Then  it  is  what  I  should  call  an  open  loan  ? 
— It  is  an  open  loan  on  the  bond  fides  of  my  firm  and 
on  the  stocks  that  ai-e  there.  There  is  no  guarantee 
from  the  firm  ;  it  is  simply  on  the  stocks.  They  know 
that  we  are  supposed  to  be  fairly  honest  people  and 
that  we  will  not  cheat.  That  has  gone  on  for  years — • 
5J  per  cent,  all  the  year  round. 

10.974.  {Mr.  Keynes.)  Tou  agree  with  me  then  that 
the  charge  made  for  money  in  India  is  not  high  P — ■ 
I  do  not  think  it  is. 

10.975.  Therefore,  your  suggestion  that  the  diffi- 
culties might  be  cured  by  new  capital  being  raised  by 
the  Presidency  banks  is  no  cure  at  all,  because  they 
would'  have  to  employ  this  capital  all  the  year  round 
and  there  is  no  opening  for  employing  a  great  deal 
more  capital  all  the  year  round ;  is  that  not  the  diffi- 
culty in  India  ? — ^I  think  there  ia  an  opening.  There 
is  the  very  case  I  have  mentioned  of  these  cotton  mills 
and  the  woollen  mill  at  Bangalore. 

10.976.  If  they  were  to  raise  a  very  greatly  increased 
amount  of  capital,  there  would  be  no  paitioular  oppor- 
tunities for  lending  it  at  anything  but  rather  low  rates 
if  they  had  to  employ  it  all  the  year  round.  What 
is  wanted  is  more  capital  just  when  the  crops  are 
being  moved,  not  more  banking  capital  in  the  slack 
season  ? — I  maintain  that  that  capital  can  be  got  by 
means  of  Council  bills. 

.  10,977.  But  there  is  no  means  by  which  the  amount 
of  currency  in  India  can  be  increased  from  within 
India,  as  is  the  case  in  every  civilised  country  in  the 
world  ? — There  is  no  means. 

10,978.  In  Prance  or  in  Germany  when  there  is  a 
temporary  special  demand  for  funds,  the  banks  can 


supply  that  by  issuing  a  greater  quantity  of  notes  F— 
I  think  the  longer  India  keeps  away  from  the  German 
system  of  finance  the  sounder  it  will  be  for  the 
country.  I  think  it  will  be  a  very  great  misfortune 
for  India  if  she  gets  into  having  her  iadustries 
financed  by  a  State  bank  such  as  the  State  bank  in 
Germany. 

10.979.  I  was  not  for  the  moment  embarking  on  any 
so  large  a  question  as  that.  I  was  arguing  that  the 
high  seasonal  bank  rate,  which  you  admit  is  a  dis- 
fidvantage,  is  occasioned  not  by  a  shortage  of  banking 
capital_  all  the  year  round,  but  by  the  complete 
inelasticity  of  _  the  Indian  system  which  makes  it 
impossible  to  increase  the  trade  purchasing  power  of 
the  country  temporarily  when  it  is  wanted  .P— Take  the 
case  of  Egypt.  What  does  she  do  when  the  cotton 
crops  have  got  to  be  moved  ? 

10.980.  She  is  in  the  same  state  as  India  in  the 
matter? — She  does  uncommonly  well.  Tou  cannot 
get  away  from  it — the  money  has  got  to  go  out,  and 
the  goods  have  got  to  come  home ;  the  goods  have  got 
to  go  to  Europe,  they  have  got  to  go  to  North  America, 
they  have  got  to  go  to  South  America,  or  to  Australia 
or  to  China,  and  the  money  has  got  to  be  found  by 
those  countries  who  buy  the  produce. 

10.981.  {Lord  Faher.)  Egypt  is  worse  than  India, 
because,  after  all,  Egypt  has  to  import  all  the  gold 
and  then  send  it  back  again  ? — That  is  so. 

10.982.  {Mr.  Keynes.)  Tou  say  that  the  banking 
facilities  in  India  are  ample,  and,  as  an  illustration  of 
that,  you  told  us  this  morning  that  a  man  in  your 
position,  with  ample  security,  can  always  get  money. 
When  people  say  that  the  banking  facilities  are  not 
ample,  I  do  not  suppose  they  mean  to  deny  that  people 
in  your  position  can  get  money  on  good  security 
They  mean  something  quite  different  from  that.'— 
What  do  they  mean  ? 

10.983.  They  mean  that  there  are  a  number  of 
places  in  India  where  the  banking  facilities  are  small, 
and  that  the  proportion  of  the  population  to  whom 
those  facilities  are  given  is  also  small  ?— I  may  say 
from  my  experience  in  India  that  I  have  never  heard 
any  man  complain  that  he  could  not  get  money  when  he 
had  some  security  to  offer.  Banking  facilities  may  not 
be  good  for  those  who  have  no  property  to  place  against 
a  loan,  but  otherwise,  in  my  opinion,  there  is  no 
difficulty  in  getting  money  if  you  have  got  securities. 
I  think  it  would  be  a  great  misfortune  for  India  if  we 
were  to  try  and  bolster  up  a  lot  of  speculative  business 
such  as  we  have  seen  lately  in  Bombay. 


The  witness  withdrew. 
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Mr.  John  Matnaed  Keynes. 

Mr.  Basil  P.  Blackett  {Secretary). 


Sir  Felix  Schustbe,  Bart.,  called  and  examined. 


i0,984.  {Chairman.)  Tou  have  had  a  long  business 
experience  and  you  are  a  member  of  the  Secretary  of 
State's  Council  and  Chairman  of  the  Finance  Com- 
mittee, I  think  ?— Tes.  I  should  like  to  say  at  once, 
if  I  may,  that  in  any  opinions  I  may  express  here  I 


am  speaking  only  for  myself  and  giving  my  individual 
opinions,  I  have  no  authority  at  all  to  speak  for  the 
Finance  Committee  or  for  the  Secretary  of  State  in 
Council.  As  regards  my  business  experience  I  have  been 
encaged  in  a  private  banking  business  of  an  inter- 
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national  cliai-aoter  from  1872-1888.  In  1888, 1  became  a 
Director  of  the  Union  Banlc  of  London,  now  the  Union 
of  London  and  Smiths  Bank,  and  in  1895  I  became  its 
Governor  (Chairman).  I  have  been  Chairman  of 
the  Council  of  the  London  Chamber  of  Commerce, 
President  and  Chairman  of  the  Council  of  the  Institute 
of  Bankers,  and  am  now  Chairman  of  the  Committee 
of  London  Clearing  Bankers  and  of  the  Central 
Association  of  Bankers. 

10.985.  How  long  have  you  been  connected  with 
the  Council  ? — I  joined  the  Council  in  April  1906,  and 
I  have  been  chaii-man  of  the  rinance  Committee  since 
July  1911. 

10.986.  I  think  I  am  right  in  saying  that  before 
1906  you  had  had  no  official  connection  with  the 
Government  of  India  or  the  India  Office  ? — Before  then 
I  had  no  connection  with  the  India  Office  at  all. 

10.987.  Tou  are  a  business  man ;  what  is  the 
impression  that  you  formed  on  entering  the  India 
Office  of  the  capacity  with  which  the  financial  work  of 
the  office  was  transacted? — I  came  here,  I  think, 
expecting  a  good  deal  of  what  is  commonly  called  red 
tape  and  unbusinesslike  methods,  which  is  perhaps  a 
prejudice  that  prevails  in  the  City  and  other  quarters. 
I  can  say  that  I  was  very  much  impressed  by  the  effi- 
ciency of  the  organisation  and  the  great  ability  and 
businesslike  manner  with  which  the  work  was  carried 
on  by  the  officials.  That  first  impression  has  been 
more  than  confirmed  by  what  I  have  subsequently  seen. 
I  think  I  might  take  the  opportunity  of  saying  that 
after  some  40  years'  experience  in  the  City,  during 
which  I  have  been  in  touch  with  some  great  business 
organisations,  I  do  not  think  I  can  speak  too  highly  of 
the  organisation  that  I  find  here. 

10.988.  No  doubt  you  would  be  struck  by  some 
differences  in  the  way  in  which  business  is  transacted. 
Perhaps  the  need  for  keeping  records  is  more  felt  in  a 
Government  office  and  imposes  some  delay  ? — I  do  not 
think  that  I  have  ever  found  what  can  be  described  as 
unnecessary  delay.  The  delay  is  inherent  in  the  work 
itself,  the  great  intricacy  and  the  difficulty  of  the  many 
questions  that  come  before  the  Council  and  before  the 
Finance  Committee  especially.  It  is  absolutely  neces- 
sary that  precedents  should  be  studied,  and  that  each 
question  should  not  only  be  dealt  with  on  its  own 
merits,  but  also  in  relation  to  the  other  questions  that 
its  consideration  may  involve.  Some  delay,  of  course, 
is  necessary  in  looking  up  the  precedents,  and  so  on ; 
and  it  is  also  unavoidable  in  consequence  of  the  necessity 
of  communicating  with  the  Government  of  India  from 
time  to  time.  Frequently  in  our  deliberations  ques- 
tions arise  that  we  think  we  should  like  to  have  the 
opinion  of  the  Government  of  India  upon  before  we 
decide,  and  then  there  is  some  delay  necessarily. 

10.989.  Do  you  think  that  more  questions  are 
brought  before  the  Finance  Committee  than  is  really 
necessary  ?  Could  a  part  of  the  work  which  now  comes 
before  them  be  expedited  by  being  left  to  be  dealt  with 
by  officials  ? — That  is  my  opinion.  I  think  a  great 
deal  of  time  could  be  saved.  There  are  a  good  many 
questions  of  minor  importance  which  the  officials  are 
quite  competent  to  deal  with,  and  I  should  think  that 
the  Pei-manent  Under-Secretary  of  State  would  have 
no  difficulty  in  deciding  what  questions  could  be  dealt 
with  by  the  heads  of  departments  and  what  questions 
should  be  brought  before  the  committee,  and  in  that 
way  a  good  deal  of  time  could  be  saved. 

10.990.  You  will  understand  that  my  questions  are 
directed  always  to  the  financial  side  of  the  business, 
with  which  this  Commission,  as  you  know,  is  concerned  ? 
— Certainly. 

10.991.  With  a  view  to  the  delegation  of  the  busi- 
ness, have  you  any  recommendation  to  make  as  to  the 
class  of  experience  to  be  required  among  the  officials  ? 
— I  think  that  the  Assistant  Under-Secretary  of  State, 
or  someone  high  up  in  the  office,  should  be  a  man  with 
considerable  financial  experience — ^not  only  the  Finan- 
cial Secretary,  but  also,  if  possible,  the  present  system 
should  be  perpetuated  in  which  the  Assistant  Under- 
Secretary  of  State  is  a  man  of  considerable  financial 
training,  because  there  are  a  great  many  questions 
which  do  not  come  direct  to  the  Finance  Department 
but  which  involve  financial  questions  of  the  greatest 


possible  importance — such  things  as  contracts  for  the 
Railway  Companies,  and  so  on. 

10.992.  Now  I  turn  for  a  moment  to  the  position 
of  the  Chairman  of  the  Finance  Committee;  he,  of 
course,  derives  his  authority  from  the  Secretary  of 
State  ?— Tes. 

10.993.  And  acts  always  under  such  powers  as  the 
Secretary  of  State  may  delegate  ? — ^He  does  ;  but  he 
always  acts  in  consultation  with  the  Finance  Com- 
mittee, and  with  their  concurrence.  From  time  to 
time,  in  order  to  expedite  business,  certain  very  im- 
portant powers  are  conferred  upon  the  Chairman  of 
the  Finance  Committee,  such  as  fixing  the  price  at 
which  loans  are  to  be  issued,  and  in  regard  to  the 
weekly  sale  of  Council  Bills  the  decision  rests  with  him 
how  many  Council  Bills  are  to  be  offered,  say,  on  the 
following  Wednesday,  and  so  on.  There  have  been 
some  important  questions  in  regard  to  which  the 
Council  has  conferred  considerable  powers  .  on  the 
Chairman  of  the  Finance  Committee ;  but  that  is  only 
to  expedite  business  and  to  give  him  authority  to  act 
quickly  when  necessary.  On  all  impoi-tant  questions 
of  principle  he  would  not  think  of  acting  on  his  own 
responsibility  ;  he  always  acts  with  the  concurrence  of 
the  Finance  Committee  and  of  the  Permanent  Under- 
Secretary  of  State. 

10.994.  I  understand  that  when  he  acts  on  his  own 
responsibility  without  consultation,  he  is  in  effect 
acting  as  the  executive  officer  of  the  Committee  on 
general  principles  laid  down  or  approved  by  them  ? — 
On  general  principles  approved  by  them.  He  acts,  if 
I  may  draw  an  analogy,  very  much  like  the  principal 
officer  of  a  bank  under  his  board.  The  Board  decide 
on  a  policy,  and  they  tell  their  managing  director  what 
line  they  wish  to  be  followed.  He  is  on  the  spot,  and 
has  to  carry  out  that  policy  and  to  take  decisions  under 
their  instructions,  and  then  to  report  to  them  what  he 
has  done. 

10.995.  May  I  ask  now  some  questions  about  the 
Chairman's  responsibilities  and  action  in  regard  to  the 
loans  which  have  been  made  from  time  to  time,  both 
to  private  borrowers  and  to  banks.  We  had  the 
advantage  of  Lord  Inchcape's  evidence  yesterday,  when 
he  explained  to  us  the  system  which  prevailed  in  his 
time.  I  assume  that  that  system  is  practically  the 
one  which  now  rules  ? — ^Tes,  absolutely.  Of  course,  I 
have  not  heard  Lord  Inchcape's  evidence,  but  the 
practice  is  exactly  the  same. 

10.996.  I  understood  him  to  tell  us,  first,  in  relation 
to  the  loans  to  private  borrowers,  that  it  was  the  duty 
of  the  Chairman  to  consider  and  to  report  or  reject  any 
application  which  might  be  received  from  a  fii-m  to 
have  their  name  placed  on  that  list  ? — Tes,  but  not  on 
his  own  responsibility.  The  applications  are  made  to 
the  broker  in  the  first  place,  who  reports  to  the  office ; 
then  ^  the  practice  is  that  the  Accountant -General 
submits  that  application  to  the  Chairman  of  the  Com- 
mittee, who  makes  his  own  inquiries ;  then  he  reports, 
and  his  report  is  submitted  to  the  Finance  Committee, 
who  recommend  to  the  Council ;  and  then  the  recommen- 
dation is  approved  by  Council.  The  Chairman  of  the 
Committee  never  admits  anyone  to  the  borrowing  list 
on  his  own  responsibility ;  he  sends  in  his  recommen- 
dation, which  is  generally  carried  out,  but  still  he  only 
submits  his  recommendation. 

10.997.  And  his  recommendation,  and  the  approval 
given  by  the  Council,  would  fix  the  limit  within  which 
loans  might  be  given  to  that  fii-m  ?— That  is  so. 

10.998.  In  the  case  of  the  banks.  Lord  Inchcape 
told  us  of  the  circumstances  which,  while  he  was 
Chairman,  led  to  loans  being  made  to  banks  and  to  the 
steps  which  were  taken  to  place  certain  banks  on  the 
list.  I  think  your  own  bank  was  placed  on  the  list  at 
the  time  that  Lord  Inchcape  was  Chairman? — Tes, 
that  is  so. 

10.999.  Since  you  became  Chairman,  the  names  of 
some  other  banks  have  been  added  ? — Tes. 

11,000.  Would  you  tell  me  exactly  the  procedure 
which  you  followed  if  the  list  of  approved  borrowers 
was,  so  to  speak,  full,  and  you  still  had  money  to 
deposit  with  the  banks.  How  did  you  decide  among 
the  various  banks  on  your  list  which  one  should  be 
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given  a  particular  deposit  ?— Until  July  1911  deposits 
had  been  made  ■witfffour  banks.  Very  soon  after  I 
became  Chairman  of  the  Finance  Committee,  imme- 
diately after,  I  may  say,  it  was  found  that  the  system 
which  we  thought  was  only  a  temporary  one  apparently 
was  to  go  on  for  some  little  time.  Then  it  was  decided 
that  three  more  banks  were  to  be  added  to  the  list,  and 
that  the  amounts  on  deposit  were  to  be  divided  as 
evenly  as  practicable  between  all  the  banks.  The 
practice  was  then  for  the  Accountant- General  to  write 
to  the  broker  and  suggest  an  apportionment  between 
the  various  banks.  I  never  had  the  list  and  I  never 
kept  the  list  myself  of  the  amounts  on  deposit  at  the 
various  banks.  That  list  was  kept  by  the  Accountant- 
General.  No  doubt  the  broker  had  a  note  of  it, 
but  I  really  could  not  dispose  of  the  balances 
because  I  had  not  got  the  infonnation.  The 
practice  was  for  the  Accountant- General  to  write, 
A.  bank  has  so  much,  B.  bank  has  so  much,  and 
if  _  you  renew  it  would  be  better  to  place  a  little 
with  0.  or  D,  and  so  on.  The  broker  came  to  me 
with  those  suggestions.  Whenever  it  was  possible 
to  eari-y  out  the*suggestions,  that  was  done;  but 
sometimes  it  was  not  possible,  because  the  banks  might 
not  wish  to  renew  the  deposit  at  the  given  rate,  and 
then  we  chose  some  other  bank. 

11.001.  Suppose  that  the  Accountant- General  and 
the  broker  proposed  to  make  an  additional  deposit  with 
your  own  bank  ;  what  would  be  your  position  then  ? — 
Of  course  I  considered  myself  in  that  matter  as  repre- 
senting tbe  Secretary  of  State  and  not  my  own  bank. 
It  was  my  duty  to  get  the  best  possible  rate  for  the 
Secretary  of  State.  I,  representing  the  Secretary  of 
State,  asked  our  manager  or  got  the  broker  to  ask  our 
manager.  What  is  the  best  rate  you  can  allow  for  this 
deposit  ?  I  got  that  answer  from  him,  without  inter- 
fering myself  in  my  position  as  a  director  of  a  bank. 
Having  had  that  rate  given  by  our  manager  I  told  the 
broker,  Our  bank  will  allow,  say,  85  per  cent. ;  now  that 
is  the  best  rate  from  them  ;  you  try  and  get  a  higher 
rate  at  other  banks  if  you  can.  He  did,  and  I  got  the 
information  from  him  that  he  had  been  to  A,  B,  and  0 
banks  who  would  only  allow  so  much  ;  if  that  rate  was 
worse  than  our  rate,  our  rate  would  be  accepted,  but  if 
it  was  better  our  deposit  would  be  paid  off.  On  several 
occasions  certainly  we  declined  it  because  it  did  not 
suit  us  to  take  it. 

11.002.  I  wish  to  put  these  questions  very  plainly  to 
you,  because  I  think  as  a  matter  of  fact  Mr.  Scott's 
evidence  was  not  very  clear,  and  1  think  he  did  not 
express  exactly  what  he  meant  always.  I  understand 
that  the  broker  never  had  instructions  from  the  Chair- 
man to  go  to  the  Chairman's  bank  and  offer  money  at  a 
rate  without  an  assurance  that  no  better  rate  could  be 
got  elsewhere  ? — No,  the  instructions  were  really  the 
reverse  of  that.  He  was  instructed  not  to  accept  the 
bank's  rate  unless  he  was  satisfied  that  it  was  the  best 
rate  that  he  could  possibly  obtain  in  the  market,  and 
he  was  invariably  instructed  to  go  outside  and  approach 
other  banks  to  ascertain  that  no  better  rate  was 
obtainable,  although,  as  a  matter  of  fact.  I  knew  pretty 
well  what  the  fair  rate  would  be,  and  so  would  he. 
The  margin  of  profit  was  a  very  close  one,  not  more 
than  i  to  J  per  cent,  per  annum.  In  placing  these 
deposits  with  the  banks  which  were  chosen,  we  knew 
pretty  well  they  cou.ld  only  invest  them  in  one  particular 
way.  There  is  only  one  prudent  and  one  safe  way  in 
which  a  bank  would  accept  a  deposit  like  that,  that  is  to 
say,  they  would  immediately  try  and  buy  three  months' 
bank  bills  to  cover  their  deposit.  That  is  the  only 
prudent  way  in  which  the  bank  would  deal  with  large 
amounts.  Perhaps  I  might  say  that  it  is  rather  an 
advantage  to  lend  the  money  in  that  way,  because  when 

•  the  deposit  is  finally  paid  back  it  is  done  with  the  least 
possible  disturbance  to  the  money  market.  Thebank  hold 
bills  which  mature  by  a  date  when  the  deposit  is  payable, 
and  nobody  knows  when  the  money  is  called  in.  If  you 
call  in  largely  from  other  borrowers  in  amounts  of 
500,000?.,  as  it  might  be,  at  one  time,  it  would  create  a 
disturbance  in  the  money  market  if  they  had  to  borrow 
the  money  elsewhere,  whereas  the  deposit  with  the 
bank  being  paid  ofE  as  the  bUls  mature,  there  is  no 
notice  taken  of  it. 


11.003.  So  that  in  your  opinion  the  rate  which  any 
bank  could  give  was  necessarily  governed  by  the  rate 
prevailing  for  three  months'  bank  bills,  or  was  largely 
influenced  by  that?— "Any  bank  "goes  perhaps  "too 
far — it  should  be  any  bank  with  whom  we  place  the 
money.  We  did  subsequently  make  enquiries  when 
deposits  were  coming  to  an  end;  the  broker  went 
round  to  the  various  banks  where  deposits  had  been 
made  and  asked  as  a  favour  whether  they  would 
tell  us  how  they  had  used  that  money,  and  they 
every  one  of  them,  said  there  is  only  one  way  in  which 
we  should  use  that  money — we  should  at  once  buy  bills 
with  it. 

11.004.  In  the  case  of  the  private  firms  on  your  list, 
you  never  lent,  I  think,  without  security  ? — That  is  so. 

11.005.  In  the  case  of  the  banks,  you  made  the 
deposit  without  security  ? — Yes. 

11.006.  Of  course,  that  was  the  practice  which 
prevailed  before  your  time,  and  it  was  continued  under 
your  chairmanship  ? — Tes.  As  you  say,  the  practice 
prevailed  before  my  time,  but  I  quite  accept  the 
responsibility  as  a  member  of  the  Finance  Committee. 
I  was  quite  aware  of  what  was  going  on,  and  I  checked 
the  ra,tes.  They  were  all  submitted  to  the  Finance 
Committee  and  the  Council,  and  I  knew  the  rate  was 
the  correct  and  right  rate,  and  if  I  had  not  thought  so, 
I  should  have  made  some  remarks  about  it. 

11.007.  Do  you  think  it  is  right — this  is  rather  a 
difficult  question — for  a  Government  Department  to 
place  large  deposits  of  public  money  with  a  bank, 
without  taking  security  against  them.'' — That  is 
entirely  a  matter  of  opinion.  We  went  by  precedents 
with  which  we  were  familiar.  I  believe  most  colonial 
Governments,  and  I  know  several  foreign  Governments, 
follow  that  practice.  They  have  deposits  with  banks 
without  security  and  in  the  case  of  some  foreign 
governments  I  know  them  to  be  for  very  large  amounts. 
The  deposits  could  not  have  been  placed  in  that  manner 
against  security,  as  the  banks  would  not  have  taken 
them.  We  were  thus  able  to  employ  the  money  at  a 
fair  rate,  which  otherwise  we  could  not  have  done. 

11.008.  Do  you  feel  confident  that  if  the  India 
Office  had  said  that,  having  regard  to  their  public 
responsibilities  and  position,  they  could  only  make  these 
deposits  against  securities,  the  banks  would  have  treated 
them  like  aprivate  customer  who  made  the  same  demand, 
and  refused  to  entertain  it  ? — Tes,  I  am  quite  confident 
of  that.  Perhaps  you  have  noticed  on  the  list  of  approved 
borrowers  on  security  there  were  two  banks ;  as  a 
matter  of  fact,  they  have  never  availed  themselves  of 
that.  They  have  not  taken  these  loans  against 
security,  and  recently  they  have  asked  to  have  their 
names  taken  off.  I  saw  in  the  evidence  that  Lord 
Faber  asked  a  question  with  regard  to  the  account  of 
the  London  County  Council  at  one  of  the  banks.  I  am 
familiar  with  that  instance.  It  must  be  remembered 
that  the  London  County  Council  has  with  that 
particular  bank  a  very  large  and  continuous  working 
account,  which  is  no  doubt  a  very  profitable  account  to 
the  bank  in  question.  I  also  happen  to  know,  on,  I 
think,  undeniable  authority,  that  very  frequently  the 
amount  of  the  balance  which  the  London  County 
Council  has  kept  with  that  bank  has  largely  exceeded 
the  amount  of  security  given.  It  is  a  vei-y  old  an-ange- 
ment,  which  I  think  dates  from  the  time  of  the 
Metropolitan  Board  of  Works.  In  any  case,  here  is  an 
accoimt  ninning,  and  a  very  profitable  account,  whereas 
with  regard  to  these  deposits,  there  is  no  profitable 
account  connected  with  them  at  all,  and  they  are 
merely  temporary  things.  The  inducements  to  the 
bank  to  go  out  of  their  way  to  give  security  in  that 
case  are  certainly  not  large.  Speaking  for  the  insti- 
tution with  which  I  am  connected  and  for  other  banks, 
we  certainly  should  not  have  done  it,  because  we  do 
not  think  it  right  to  create  any  preferential  creditors, 
and  we  do  not  do  it  at  all  on  our  deposits.  The 
practice  of  these  deposits  was  always  considered 
a  mere  temporary  expedient :  as  soon  as  the  balances 
fell  back  to  their  normal  size,  it  came  to  an  end. 

11.009.  I  want  to  ask  you  one  other  question  in 
relation  to  the  securities  which  were  taken  from  the 
private  firms.  They  were  confined  to  the  securities 
that  were  inscribed  at  the  Bank  of  England,  were  they 
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not  P  —  Yes   until   quite   recently,    when   some   slight 
retaxation  of  the  rule  was  made. 

11.010.  Coiild  you  not  have  widened'  your  list  of 
borrowers,  or  their  power  to  borrow,  if  you  had  been 
willing  to  take  a  similar  class  of  security,  but  inscribed 
at  one  of  the  gr6at  Joint  Stock  "Banks  ? — We  have  to 
be  guided  by  the  practice  of  the  Bank  of  England 
entirely.  It  has  been  the  rule,  and  I  hope  it  will 
continue  to  be  the  rule,  only  to  accept  securities  which 
are  what  are  described  as  floaters  by  the  Bank  of 
Englaiid ;  that  is  to  say,  securities  on  which  the  Bank 
of  England  is  ready  to  make  advances  at  all  times. 
We  have  to  see,  in  the  first  place,  that  our  borrowers 
are  persons  of  good  standing ;  secondly,  that  the 
securities  are  of  a  satisfactory  character,  and  thii-dly, 
also  that  in  time  of  difficulty  and  trouble  our  borrowers, 
when  called  upon  to  repay,  are  borrowers  who,  when 
they  have  to  go  to  some  other  channel,  find  the  doors 
of  the  Bank  of  England  open  to  them.  For  that 
reason,  we  ought  only  to  accept  such  securities  as  are 
taken  by  the  Bank  of  England  for  advances. 

11.011.  Is  that  quite  what  your  practice  has  been? 
Mr.    Cole,   who   was  Governor   of    the    Bank,  in   his 
evidence  before  us   made  this  observation :  (Q.  3365, 
Cd.  7069,  page  157)  "I  see  they  "—that  is  India  Office 
— "  have  put  in  Colonial  Government  securities.     We, 
"  at  the  Bank,  have  never  accepted  Colonial  Govern- 
"  ment  securities  as  floaters,  and  I  imagine  that  those 
"  Colonial  Government  securities  have  only  been  put  in 
"  because  the  India  Offtce  broker  finds  a  difficulty  in 
"    obtaining  sufficient  other  securities.     In  so  far  as 
"  the  Indian  Government  are  taking  those   Colonial 
"  securities,  they  are  departing  from  the  principle  that 
"  we  have  always  held  at  the  Bank,  that  those  floaters 
"  should  be  confined  principally,  though  not  entirely, 
"  to  British  Government  securities  "  ? — Those  Colonial 
Government  secuiities  were  only  added  quite  recently 
to  the  list,  and  they  do  not  include  all  the  Colonial 
Government  securities,  but  only  a  particular  class — 
those  that  are  payable  at  very  short  periods — ^within 
the  next   five  years,  I  think,  is  the  outside  limit  for 
which    we    take  them.     That    is   a   special   class    of 
securities  which,  in  case  the  worst  happened,  we  can 
see    through.     At    the     same    time,  that    matter     is 
at  present  under    the    consideration    of   the  Pittance 
Oonimittee  also.     The  genei'al  list  until  last  April,  I 
think,  included  only  securities  which  are  taken  by  the 
Bank  of  England ;  but  in  April  we  added  these  short- 
dated    Colonial    securities    which   are  very  favourite 
investments  in  the  city,  but  only  to  a  limited  extent. 
Personally,  I  should  be  inclined  only  to  take  securities 
which   are  Considered    as  floaters    by    the    Bank    of 
England.     It  has  been  suggested  that  loans  might  be 
made  on  the  security  of  commercial  bills.     I  should  be 
strongly  opposed  to  such  a  course.     No  Government 
department    could    undertake    the    responsibility    of 
discrimination,  and  the  duty  could  not  be  delegated  to 
the  Bank  of  England,  even  if  they  would  undertake  it, 
which  is  doubtful. 

11,012.  I  want  to  ask  you  a  question  now  as  to  the 
general  system.  I  should  like  to  preface  it  by  saying 
that  no  witness  who  has  come  before  us  has  suggested 
that  anyone  concerned  in  these  transactions  has  used 
his  position  improperly  in  any  shape  or  f oi-m ;  but  you 
are  aware  that  there  has  been  a  great  deal  of  criticism 
of  the  size  of  the  balances  in  England,  and  a  feeling  in 
some  quarters  that  India  was  in  some  way  unduly 
deprived  of  the  use  of  this  money,  and  that  it  was 
brought  over  to  London  rather  for  the  convenience  of 
the  London  money  market  and  London  financial 
interests  than  for  the  good  of  India.  Though  nobody 
has  STlggested,  as  I  say,  that  any  improper  use  has 
been  made  by  anybody  in  an  official  position  of  his 
official  positidn,  it  has  been  put  to  us  that  the  very 
fact  that  the  Chairman  of  the  Finance  Committee  is 
himself  connected  with  a  large  London  institution,  and 
that  others  hate  been  in  a  similar  position,  gives  colour 
to  this  belief.  Do  you  think  that  any  steps  could  be 
taken  that  vvould  prevent  such  a  suspicion  arising  in 
anybody's  mind  ? — That  involves  the  entii-e  question  of 
boldrfig  the  balances  in  London. 

11,013.  Assuming   that   there  are  balances   to   be 
hesld    in  London,  is  it  necessary  that  they  should  be 


loaned  out  by  the  Finance  Committee  and  the  broker 
of  the  India  Office,  or  would  it  be  possible  to  use  the 
Bank  of  England  to  do  that  work  ?  If  it  were 
possible,  that  would  relieve  the  India  Office  of  a  rather 
invidious  task,  and  that  would  make  it  impossible  for 
anyone  to  say  that  any  institution  was  unduly 
favoured,  or  that  anyone  was  unconsciously  influenced 
by  his  connection  with  a  private  institution  ? — I  do 
not  know  to  what  extent  the  Bank  of  England  would 
undertake  the  business.  As  far  as  I  am  aware,  they 
would  certainly  not  take  money  on  deposit.  That  is 
entirely  against  theit  practice,  and  also  against  the 
tacit  understanding  that  they  have  with  other  banks. 
I  think  that  part  of  the  business  would  have  to  be 
excluded  altogether. 

11,014  Could  they  act  as  agents  for  the  Seci'etary 
of  State  in  Council  for  the  loaning  of  such  money  as 
was  available  foi-  loans  ? — I  think  it  would  be  very 
expensive  if  they  undertook  the  business ;  it  would  be 
a  far  more  expensive  method  of  carrying  on  the 
business  than  the  present  one,  and  stiU  I  do  not  think 
it  would  dispose  of  the  charge  that  has  been  made, 
that  the  Finance  Committee  and  OouncU  of  India  are 
loaning  out  money  in  the  London  money  market  which 
had  better  remain  in  India.  I  think  that  charge  would 
have  equal  force  if  the  money  was  lent  through  the 
Bank  of  England,  who  would  only  lend  to  the  same 
parties  that  we  are  lending  to  and  make  a  profit  to 
themselves  out  of  it. 

11,016.  Do  you  consider  it  any  great  advantage  to 
the  London  money  market,  when  .the  India  Office  has 
such  large  sums  to  place  out  temporarily  with  them  ? 
— Tes,  I  do  distinctly :  I  do  not  think  there  can  be 
much  doubt  about  it.  There  are  two  considerations 
that  arise  out  of  this — the  general  advantage  to  the 
London  money  market  and  to  the  trade  of  the  country 
generally,  and  the  advantage  to  the  banks  with  whom 
members  of  Council  happen  to  be  connected.  I  think 
it  is  undeniable  that  these  large  amounts  being  placed 
in  the  London  money  market  have  benefited  the  market 
and  have  benefited  trade  generally,  because  it  lowers  the 
rate  of  interest  generally  when  large  amounts,  10  millions 
or  12  millions,  are  on  the  market.  It  has  a  considerable 
influence,  it  lowers  the  general  commercial  rate  for 
bills,  and  that  is  an  advantage  to  trade  generally,  and 
to  Indian  trade  incidentally.  I  think  Indian  trade 
benefits  by  that  quite  as  much  as  the  trade  of  the 
United  Kingdom.  It  has  also  this  advantage  to  Indian 
finance,  that  these  loans  are  to  a  large  amount  made  on 
Indian  security ;  therefore  it  encourages  the  market  to 
invest  in  Indian  securities  largely,  particularly  as  they 
are  placed  in  somewhat  advantageous  positions  as 
regards  margin  and  so  on.  Therefore,  I  think  to  that 
extent  India  has  benefited  to  a  very  large  degree 
along  with  the  London  money  mai-ket ;  I  think  it  has 
been  an  advantage  to  India,  just  as  much  as  to  anyone 
else.  But  when  you  come  to  the  other  question  of  the 
advantage  to  the  chairman  of  the  Finance  Committee, 
or  to  the  members  of  the  Finance  Committee  who  are 
connected  with  a  Bank,  then  I  would  say  it  is  distinctly 
to  the  disadvantage  of  the  institutions  with  whom 
they  are  connected.  They  are  really  working  against 
their  own  interest.  The  very  fact  that  your  rate 
of  interest  is  lowered  operates  against  their  own 
private  interest  as  bankers,  because  it  lowers  the 
general  lending  rate,  and  bankers  being  lenders  of 
money,  it  competes  with  their  own  operations,  because 
these  boiTowers,  instead  of  boiTOwing  from  the 
Secretary  of  States's  broker,  would  have  to  go  to  the 
bank  and  borrow  from  them  at  a  higher  rate.  So  that, 
to  that  degree,  we  have  rather  worked  against  our  own 
interests. 

11.016.  I  think  Mr.  Cole  of  the  Bank  of  England 
told  us  this  Indian  money  was  not  i-egarded  as  good 
money  in  the  city  ?— I  do  not  know  that  I  would  agree 
with  that  altogether.  I  think  it  has  been  very  useful ; 
in  fact,  we  do  get  higher  rates  from  brokers  because 
they  think  that  it  is  "  good  money  "  for  some  consider- 
able time. 

11.017.  One  other  question  that  we  have  had  to 
consider  has  been  the  desirability  or  otherwise  of  the 
creatioii  of  an  Indian  State  Bank.  It  has  partly  been 
pressed  upon  our  attention  from  the  point  of  view  that 
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it  might  relieve  the  Indian  Grovemment  of  some  of 
what  I  may  call  its  TAnMng  duties.    I  should  like  you 
to  be  good  enough  to  give  us  your  views  on  the  general 
question  of  a  State  Baoik  ? — ^I  do  not  entirely  agree 
with  the  view  that  the  Indian  Government  is  carryina; 
on  a  banking  business,  except  as  regards  the  Savings 
Bank  ;  that  is  the  only  banking  business  I  can  think  of 
that  the  Government  does  at  present.     Under  present 
conditions,  I  do  not  think  that  the  Government  can 
delegate  certain  responsibilities  and  duties  to  any  bank. 
I  know  that  the  scheme  has  a  great  many  attractions ; 
it  is  a  very  attractive  one  to  me  in  many  ways.     It  is  a 
minor  point,  but  the  lending  our  of  the  balauces  of 
which  we  have  spoken  at  the  present  moment  could,  of 
course,  be  done  by  a  London  branch  of  the  Indian 
bank  with  great  advantage,  and  to  a  minor  extent  the 
Government  wonld  be  relieved  of  certain  responsibility. 
This  is  one  of  the  attractions  in  the  scheme,  but  that 
is  only  a  detail  and  a  small  matter.     There  are  two 
things,  I  think,  which  could  not  be  delegated — the 
responsibility  for  the  safety  of  the  note  could  not  be 
Relegated  under  any  system  to  the  State  bank,  and 
also  the  responsibility  for  the  maintenance  of  exchange. 
For  these   I  think  the   Government    of    India,   and 
ultimately   the    Secretary  of    State   in   Council    and 
Parliament,  must  remain  responsible.     I  cannot  con- 
ceive of  any  bank  note  being  issued  in  India  for  which 
the  Goverjxment  must  not  assume  ultimate  responsi- 
bility ;  nor  can  I  conceive  that  the  duty  of  maintaining 
exchange  could  be  delegated  to  a  bank  ;  but  if  it  was, 
and   the  bank  did  not  carry  out  its  obligations,  the 
Secretary  of   State  would  be  made  responsible,  and 
although  he  is  ultimately  responsible,  he  would  have 
no  authority  to  carry  out  his  own  policy.     I  cannot 
quite  believe   in    Government    Directors    and  so   on. 
I  think  their  functions   would  be  very  niuch  ham- 
pered ;  they   could  not   carry   out   the   policy   of  the 
Government  with  such  authority  as  the  Secretary  of 
State  could  do,  and  you  would  have  responsibility  with 
very  much  lessened  and  diminished  authority.     Then 
I  think   it   is   a   question   of    capital.      It   has   been 
suggested  that  the  three  Presidency  banks  should  be 
amalgaDiated,  but  that  would  not   give  you  a  larger 
capital,  and  I  do  not  think  it  would  give  more  security 
to  the  deposits  of   Government  funds  with  that  bank. 
It  has  been  suggested  that  a  bank  with   very  krge 
capital  might  be  organised ;  14  millions  was,  I  thmk, 
the  figure  that  was  given.     In   the  first  place,  there 
would  be  a  great  difficulty  in  finding  that  large  capital 
at  the  present  moment,  and   there  would   be   a  very 
great   difficulty  in  earning   a  suitable  dividend  for  a 
State  bank  with  such  a  large  capital,  unless  that  bank 
went  into  business— commercial  business — which  it  is 
much  more  desirable  for  private  institutions  to  go  into, 
than  for  a  State  bank.     Such  business  is  much  better 
done  by  a  number  of  private  banks.     The  functions  ot 
a  State   bank   ought  to  be  limited  to  certain  trans- 
actions which  are  not  of  a  very  profitable  nature  and 
I  do  not  quite  see  how  it  could  earn  any  dividend  tor 
a  very  large  capital.     Then  you  would  at  once  have  a 
conflict  on  the  board  and  on  the  management  between 
their  duty  to  the  shareholders  and  their  duty  to  the 
State ;  such  a  conflict  is  not  unknown  nearer  home— it 
does  arise,   and  I  think  that  would  be  much  more 
pronounced  in  India.  . 

11  018  I  think  you  have  expressed  the  view  also 
that  there  would  be  difficulty  in  finding  a  competent 
management  and  directorate  in  a  country  like  India  !^ 
—I  have  no  Indian  experience,  but  I  am  mformed  that 
it  would  be  even  greater  in  India  on  account  of  certain 
local  conditions  there  than  it  is  at  home,  and  1  tfimfe 
at  home  it  is  not  always  easy  to  fiU  these  offices  satis- 
factorily. Then  there  is  the  great  extent  of  coimtij, 
and  also  the  diversity  of  requirements  m  various  parts 
of  the  country,  which  would  strongly  militate  agaanst 
as  efficiency  of  a  State  ^^k.  In  Ae  di^ussions 
which  are  now  taking  pla^e  in  the  Umted  States  on 
this  great  question  of  a  central  bank,  I  read  that,  so 
far,  opiaion  has  prevailed  against  the  establishment  of 
a  central  bank,  because  of  the  extent  of  the  com^t^ 
and  the  diversity  of  the  demands  and  of  the  hab  ts  ^t 
the  people.  The  feeling  certainly  there  all  thiough 
the  country  is  strongly  against  the  establishment  of  * 


central  bank.  We  have  no  central  bank  in  the  United 
Kingdom  at  all.  There  is  the  Bank  of  England, 
which  only  extends  to  England.  In  Scotland  there  is 
no  State  bank  at  all,  and  a  Bank  of  England  note  is 
not  a  legal  tender  in  Scotland.  They  have  got  then- 
own  banking  system  in  Scotland.  Then  there  is  Ire- 
land with  its  Bank  of  Ireland. 

11.019.  I  do  not  know  whether  it  is  within  your 
knowledge  that  some  inconvenience  is  caused  to  the 
Government  by  the  fact  that  there  is  no  central  or 
State  bank  in  Scotland  ? — That  may  be  so,  but  on  the 
whole  the  trade  of  the  United  Kingdom  has  prospered 
very  well  under  the  present  system. 

11.020.  {Lord  Faber.)  As  regards  the  position  in 
the  United  States,  I  rather  read  it  in  this  way :  There 
has  been  a  conflict  between  one  State  bank  and  a 
State  bank  divided  into  several  bxge  pieces,  if  _  I 
may  say  so,  and  at  present  the  one  State  bank  is  in 
the  ascendant.  That  seems  to  be  the  quarrel  now— 
not  whether  there  is  to  be  a  State  bank  or  not,  but 
whether  it  is  to  be  a  State  bank  in  one  place  only 
or  a  State  bank  divided  into  three  or  four  places.  I 
may  be  wrong,  but  that  is  the  impression  left  on  my 
mind? — It  is  very  difficult  to  foUow  the  whole  dis- 
cussion. I  have  tried  to  read  the  evidence  wHch  has 
been  given,  and  I  have  had  some  private  letters  on 
the  subject,  and  it  is  reaJJy  from  private  information 
that  I  derive  the  opinion  that  I  have  expressed,  that, 
although  a  good  many  advocate  one  central  bank,  the 
feeling  generally  all  over  the  country  is  very  strong 
against  the  establishment  of  one  central  bapk.  What 
is  at  present  the  official  proposal  is  ttiat  there  should 
be  12  di£Eerent  banks,  and  Mr.  Yanderlip  has  strongly 
advocated  the  reduction  of  that  number  12  te  four. 
I  think  qtute  lately  the  Committee  of  the  Senate,  or 
whatever  the  body  is  that  is  deliberating  on  it,  hsiS 
by  a  very  small  majority  decided  to  report  in  favom- 
of  the  four  rather  than  of  the  12,  but  I  do  not  think 
there  has  been  any  decision  in  favour  of  the  one 
central  bank. 

11.021.  {Mr.  Keynes.)  We  all  know  there  are  great 
political  difficulties  in  the  United  States.  In  the 
matter  of  banking  would  you  hold  up  the  United 
States  as  what  you  might  call  a  model  in  these 
matters  ? — Certainly  not ;  one  would  not  hold  up  any 
country  as  a  model.  I  think  each  country  must  devise 
its  own  system  quite  independently  of  the  system  that 
may  prevail  in  other  countries.  I  am  very  strongly  in 
favour  of  each  country  settling  its  own  affairs  in  its 
own  way  according  to  the  needs  and  habits  of  the 
people.  I  had  to  give  evidence  before  a  United  States 
Commission  on  that  very  point,  and  tjiat  is  the  one 
piece  of  advice  I  ventured  to  give  them  :  Do  not  follow 
other  countries  too  closely,  but  devise  a  system  which 
ooiTCsponds  to  the  needs  of  yom-  own  country.  I  think 
that  applies  to  India  quite  as  much  as  to  the  United 
States ;  in  India  too  I  think  if  would  be  a  very  grave 
mistake  to  follow  other  models  closely.  _   _ 

11.022.  I  have  always  thought  the  general  opimon 
in  this  country  was  that  they  had  a  very  had  and 
indefensible  banking  system  in  the  United  States,  but 
that  there  were  great  political  difficulties  in  the  way  of 
altering  it  ?— That  is  so,  no  doubt. 

11.023.  In  the  case  of  the  Bank  of  England  you 
say  it  only  extends  to  England  and  Wales;  of  course 
that  is  true  of  the  note  issue,  but  for  all  intents  and 
purposes  it  is  the  bank  for  Ireland  and  Scotland,  is  it 
not? — I  do  not  think  so. 

11  024  Are  not  the  banks  of  Scotland  and  Ireland  m 
a  crisis  dependent  on  the  Bank  of  England  very  much  in 
the  same  way  as  the  English  banks  are  ?— Inasmuch  as 
it  is  the  largest  bank  in  the  country,  ite  interest  would 
be  to  prevent  financial  crises  in  any  part  of  the  United 
Kingdom.'  It  is  really  a  matter  for  the  Bank  of 
England  rather  than  for  others  to  express  an  opimon 
upon  but  I  rather  doubt  whether  the  Bank  of  England 
would  hold  that  in  a  crisis  then-  duty  towards  the 
Scottish  banks  was  equal  to  that  towards  Enghsh 

11  025.  Do  you  think  the  relation  of  a  Scottish  bank 
to  the  Bank  of  England  is  different  from  the  relation 
of,  say,  a  Lancashire  bank  to  the  Bank  of  England  ?— 
Tes,  I  should  say  so. 
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11.026.  It  is  qviite  new  to  me,  and  I  am  interested 
to  hear  that  that  is  yom-  opinion  ? — In  practice  of  course 
the  Bank  of  England  would  voluntai-ily  do  what  they 
could  to  prevent  a  crisis  in  any  part  of  the  United 
Kingdom.  Still  we  are  rather  discussing  the  question 
of  the  State  bank  from  the  point  of  view  of  the  issue  of 
notes  and  from  the  point  of  view  of  holding  Govern- 
ment deposits.  In  Scotland  the  Government  deposits 
that  may  come  in  are  held,  I  believe,  by  the  Scottish 
banks  in  turn  ;  I  believe  every  year  there  is  a  different 
banker  of  the  Government.  Therefore,  to  that  extent 
you  have  not  got  a  general  banking  system  prevailing 
over  the  whole  of  the  United  Kingdom. 

11.027.  Of  course  in  England  the  note  issue  is  the 
least  important  of  the  bank's  important  functions. 
Would  you  not  say  that  it  would  voluntarily  extend 
help  over  the  whole  of  the  United  Kingdom  in  the 
only  things  that  really  matter  ? — That  involves  a  veiy 
difficult  question  as  to  the  functions  of  the  Bank  of 
England  in  a  crisis,  and  it  is  rather  outside  the  scope 
of  this  inqun-y,  if  I  may  venture  to  say  so.  When  one 
is  discussing  banking  and  trade  generally,  the  doubt  is 
expressed  whether  the  Bank  of  England  now  is  in  the 
same  position  that  it  was  in,  say,  50  years  ago ;  and  as 
the  Commission  are  aware,  bankers  are  now  considering 
the  question  of  additional  gold  resei-ves  and  matters  of 
that  kind  which  do  not  directly  enter  into  their  own 
province  as  bankers,  but  with  a  view  to  strengthen 
the  genei'al  situation. 

11.028.  {Chairman.)  I  turn  now  from  that  question 
and  come  to  the  question  of  the  gold  mint,  which 
perhaps  we  can  treat  more  shortly.  Are  you  in  favour 
of  the  opening  of  a  mint  for  the  free  coinage  of  gold 
in  Indig,  ? — Here  again  I  speak  with  a  certain  amount 
of  diffidence,  because  I  think  Indian  experience  is 
necessary  to  have  a  well-reasoned  opinion  on  that 
point.  Speaking  from  general  observation,  I  am  not 
in  favour  of  it,  because  I  do  not  see  any  advantage  in 
it.  I  think  sovereigns  are  freely  provided  for  circu- 
lation under  the  present  system  without  cost.  The 
10-rupee  piece  would  not  be  suitable  for  export  at  all, 
and  I  think  it  would  be  a  veiy  expensive  coin  to  put 
into  circulation,  because  with  the  lighter  coins,  of 
course,  the  risk  of  loss  of  weight  is  vei-y  great.  That 
10-rupee  piece  would  compete  with  the  cii-culation  of 
the  10-rupee  note  to  a  large  extent.  I  think  the  policy 
should  be  to  extend  if  possible  the  circulation  of  the 
notes  i-ather  than  that  of  gold.  I  speak  with  a  certain 
amount  of  hesitation  when  I  express  the  opinion  that 
I  think  the  former  practice  of  receiving  gold  bullion 
at  a  fixed  price  against  iiipees  should  be  revived.  My 
reason  is  that  I  think  the  only  ground  which  I  can  see 
for  a  gold  mint  is  that  holders  of  gold  bullion  at 
present  have  no  market  for  it  when  for  any  reason  of 
panic  and  so  on  they  wish  to  dispose  of  that  gold 
bullion.  I  do  not  know  whether  that  revival  is  possible 
or  not,  but  it  would  remove  a  grievance.  If  they  had  a 
mint  they  could  get  the  bullion  coined,  but  I  say, 
instead  of  having  a  mint,  take  the  gold  bullion  at  a 
fixed  price  as  you  used  to  do.  If  public  sentiment  in 
India  is  strongly  in  favour  of  a  gold  mint  I  should 
prefer  —  notwithstanding  the  cost  —  that  sovereigns 
should  be  coined. 

11.029.  I  think  yon  said  the  object  of  the  Govern- 
ment should  be,  in  youi'  opinion,  the  steady  increase  of 
the  note  circulation  ? — That  is,  I  think  the  aim  we 
should  have  in  view. 

11.030.  "Where  actual  coin  is  required,  do  you  prefer 
that  the  coin  should  be  gold  or  rupees  ? — Gold  I  should 
say.  A  cei-tain  amount  of  iiipees  must  necessarily 
always  be  in  circulation,  because  it  is  a  much  smaller 
coin ;  but  as  a  matter  of  choice  I  would  prefer  gold. 
I  think  that  that  is  the  ideal  which  one  would  like  to 
aim  at.  If  sovereigns  circulate  to  a  large  extent  I 
think  they  will  in  times  of  difficulty  come  forth  and 
even  be  available  for  export — at  any  rate  the  greater 
the  amount  in  circulation  the  smaller  the  risk  of  a 
panicky  run  for  gold  in  the  banks  and  currency 
reserve. 

11.031.  I  presume  your  reason  for  recommending  a 
note  circulation  is  that  it  is  economical  ? — Tes. 

11.032.  To  the  Government  P^It  is  economical 
generally. 


11.033.  Compared  to  gold  a  rupee  circulation  is 
both  economical  and  profitable ." — Yes,  but  I  do  not 
think  the  Government  ought  to  make  profit  out  of 
coinage.  It  is  not  really  profitable,  because  hitherto 
we  have  used  the  profit  to  build  up  the  gold  reserve, 
and  the  only  profit  arises  out  of  the  interest  which 
the  invested  part  of  the  gold  reserve  earns. 

11.034.  Do  you  think  there  is  a  great  disadvantage 
in  what  you  call  an  artificial  ouiTency,  that  is  to  say.  a 
token  currency,  employed  in  internal  circulation, 
provided  your  resei-ves  are  sufficient  to  guarantee  the 
stability  of  exchange  P — Tes,  I  think  thei-e  is  a  dis- 
advantage in  it.  It  is  an  artificial  debased  cuwency, 
if  I  may  use  the  term.  Tou  can  hai-dly  caU  it  a  token 
currency  as  we  do  at  home,  because  here  your  legal 
tender  is  limited  to  21.,  whereas  in  India  you  have  got 
your  silver  currency  legal  tender  to  an  unlimited 
amount. 

11.035.  That  is  in  youi-  mind  a  fundamental  distinc- 
tion between  the  two,  is  it  ? — Tes.  It  is  an  artificial 
cun-ency,  and  that  necessitates  all  this  system  of  a 
special  reserve  and  of  special  measui-es  by  Government 
to  keep  up  your  currency.  The  best  system  no  doubt 
is  where  no  artificial  measures  are  necessary  at  all,  but 
whei'e  your  cun-ency  consists  of  coin  the  face  value 
of  which  is  its  bullion  value,  which  can  be  exported  at 
times  of  pressure.  That  at  once  removes  the  whole 
structure  of  artificiality  which  surrdunds  and  must 
surround  your  present  system. 

11.036.  Before  that  point  would  be  reached  in  the 
Indian  system,  there  would  have  to  be  an  enoimous 
extension,  would  there  not,  of  the  gold  currency  ? — I 
am  reluctant  to  express  any  criticism  on  the  system 
that  you  have  at  present,  as  I  do  not  see  that  you  can 
avoid  it.  It  is  in  my  opinion  by  far  the  best  system 
that  could  have  been  devised,  and  I  think  it  works 
admirably.  I  am  speaking  rather  of  an  ideal  to  be 
attained  in  the  distant  future  than  of  anything  which 
you  can  arrive  at  within  a  measui-able  distance  of  time 
at  all. 

11.037.  In  the  meantime,  your  view  would  be  that 
stability  of  exchange  must  be  provided  for  by  the  Gold 
Standard  Reserve  ? — Certainly,  but  I  would  limit  the 
coinage  of  rupees  as  much  as  I  could.  I  do  not  think 
the  additional  coinage  of  rupees  ouaht  to  take  place 
until  the  public  demand  is  very  clearly  demonstrated 
and  brought  home. 

11.038.  Does  it  ever  take  place  except  in  response 
to  a  public  demand  ? — ^^It  is  very  difficult  to  estiinate 
the  future  public  demand.  If  possible  you  have  to 
estimate  it  beforehand  and  meet  it.  That  has  been  one 
of  the  difficulties  of  the  whole  situation.  It  has  been 
urged  several  times  that  the  Government  ought  to  buy 
silver  regularly  in  fixed  quantities  year  by  year  in  order 
to  avoid  fluctuations.  I  do  not  think  it  possible  to  do 
that.  We  are  in  a  period  of  transition  now,  and  we 
have  been  for  a  number  of  years  ;  we  could  not  know, 
and  nobody  could  know,  to  what  extent  the  sovereign 
would  talie  the  place,  or  will  take  the  place,  of  the 
rupee.  Therefore,  if  you  coin  rupees  infixed  quantities 
year  by  year  you  may  have  a  redundance  of  that  coin 
altogether,  and  the  public  may  not  want  it.  I  think  in 
1906  too  many  rupees  were  coined,  and  it  took  some 
years  to  work  them  ofE ;  then  the  geneiul  opinion  in 
India  certainly  was  that  no  more  coinage  would  be 
needed  until  1912  came. 

11,039._  What  would  you  say  as  between  the 
regular  coinage  of  so  much  silver  a  year  without  regard 
to  the  demand  of  that  yeai-  and  the  present  system, 
which  has  led  to  no  coinage  at  all  and  no  purchases  of 
silver  for  a  considei-able  period  of  years,  and  then  a 
tremendous  run  on  the  silver  market,  vrith  the  con- 
sequent natural  disadvantages  to  the  Government  as  a 
buyer  ? — I  would  i-ather  meet  the  demand  when  it  is 
proved  than  anticipate  a  possible  demand.  I  do  not 
think  the  Government  have  any  right  to  speculate  in 
silver  and  say  :  We  may  have  a  demand  at  a  future 
time.     I  think  it  is  best  to  wait  for  it. 

11,040.  On  the  other  hand,  if  they  wait  very  long, 
does  it  not  become  clear  to  everybody  interested  in  the 
bullion  trade  that  they  will  soon  have  to  be  purchasers, 
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and  purchasers  on  a^ very  big  scale?  It  may  be  tliat 
under  those  circumstances  the  GrOTernment  of  India  do 
not  speculate,  but  does  not  everybody  fi-om  whom  they 
have  to  buy,  speculate  ? — I  think  the  Government  of 
India  should  be  in  just  as  good  a  position  as  the  specu- 
lator to  estimate  the  possible  demand.  If  the  opinion 
of  the  Government  of  India  is  that  this  demand  will 
arise,  of  course  then  silver  will  be  bought  in  time,  and  I 
think  it  ought  to  be.  Here  we  have  always  been 
guided  greatly  in  that  matter  by  the  opinions  of  the 
Government  of  India;  audi  think  in  1911,  and  until 
quite  a  late  period,  they  were  strongly  of  opinion  that 
no  further  coinage  was  needed. 

11.041.  Arising  out  of  that,  I  want  to  ask  you  a 
qiiestion  which  deals  with  a  part  of  the_  reserves. 
There  is  in  the  G  old  Standard  Reserve  a  certain  amount 
of  silver,  as  you  know  ? — Tes. 

11.042.  The  original  purpose  of  the  Gold  Standard 
Reserve  was  to  maintain  exchange  ? — Yes. 

11.043.  And  the  silver  is  not  required  for  that 
nurpose  ? — No,  it  is  not. 

n  ,044.  It  was  put  there,  as  1  understand  from  the 
evidence  we  have  had,  in  order  to  provide  for  a  sudden 
demand  for  rupees  ? — Tes. 

11,045.  "Why  was  it  not  used  when  the  sudden 
demand  came  ? — I  confess  when  I  came  to  the  India 
Office  I  had  very  great  difficulty  in  understanding  that 
silver  portion  of  the  Gold  Standard  Reserve.  I  think 
the  Government  of  India  from  time  to  time  showed 
convincing  reasons  why  that  poi-tion  of  the  Gold 
Standard  Reserve  was  kept  in  silver.  I  think  you  have 
had  ofacial  evidence  on  the  point,  and  I  should  not 
like  to  express  any  further  opinion  except  to  say  that 
to  my  mind  personaUy  that  subject  presents  a  very  great 
difficulty,  and,  of  course,  one  would,  speaking  from  a 
general  point  of  view,  rather  see  it  in  gold  thanm 
silver  I  subordinated  my  individual  opinion  to  the 
opinion  of  the  Government  of  India  in  the  matter  that 
it  has  been  desirable  that  it  should  be  Kept  in  that 
form. 

11 046  I  think  we  all  agree  with  you  that  the 
presence  of  silver  in  the  Gold  Standard  Reserve  has 
presented  probably  a  difficulty  to  everybody  who  has 
had  to  consider  it  for  the  first  time,  and  it  is  perhaps 
responsible  for  some  of  the  misunderstanding  and 
■  mistrust  which  has  existed  in  India.  I  do  not  want  to 
press  you  to  speak  more  definitely  than  you  yourself 
feel  incUned  to  do,  but  I  would  Uke  to  ask  again 
whether,  having  regard  to  the  fact  that  when  this 
great  demand  for  silver  came,  that  reserve  was  not 
used,  although  it  would  have  appeared  to  have  been 
created  for  the  vei-y  pm-pose  of  being  used  m  such  an 
emergency,  you  do  not  think  the  time  has  come  when 
.  the  silver  in  the  Gold  Standard  Resei-ve  might  be 
exchanged  for  some  of  the  gold  in  the  Papei;_  ^^-f% 
Reserv??— That  is  my  distinct  opinion;  J-  think  it 
ought  to  be.  I  would  like  to  see  it  iTPl?^^^  by  gold 
and  held  in  India  and  I  would  have  it  m  the  Papei 
Currency  Reserve.        ■ 

11  047  As  regards  the  location  and  management 
of  the  general  balances  and  reserve  funds,  you  have 
seen  I  think,  from  what  you  have  said,  the  evidence 
of  the  official  witnesses  which  we  have  ahready  received 
and  published  ? — ^Tes. 

11  048.  Do  you  concur  in  that  evidence  generally 
-BntirelT.  There  is  very  little  I  would  like  to  say  about 
it  but  there  are  some  points  which  perhaps  have  not 
beentrought  out  so  very  clearly  which  ^ave  been  always 
present  to  my  mind,  during  recent  years  at  all  events 
hi  regard  to^  the  conditions  of  the  financial  market 
Snerluy      Our  railways  involve,  as  Jou-e  aware 

annual  borrowings  of  very  i?£g%/f^°™*^'  f,fthat 
recent  years  it  has  been  very  difficult  to  cai-ry  out  that 
policy  with  any  satisfaction  so  as  to  keep  up  the  cred  t 
of  India.  That  always  has  to  be  borne  m  "ii^f'  ^^^  * 
was  an  additional  reason  for  keeping  balances  on  this 
Tde,  so  as  not  to  be  pushed  and  have  ^  borrow  wh^ 
ever  the  market  conditions  imght  be.  .Then  the^e  was 
the  European  poUtical  situation,  especially  in  -lyi-^-  / 
do  nSroL-  critics  have  paid  ^-7  attention  to  tiie 
Political  situation  whioh  prevailed  then,  but  it  cei- 
£r-asatimewhen  one^ad  to  use  every  possible 


precaution  in  financial  matters.  In  the  year  1911 
there  was  a  deficient  rainfall,  there  was  a  threatened 
famine,  and  there  was  exceptional  expenditure  in  con- 
nection with  the  Coronation  Durbar.  I  remember  a 
discussion  at  the  time  in  the  Finance  Committee  very 
well.  It  was  for  that  reason  that  certain  India  Bills 
were  renewed  for  six  months,  which  might,  in  the 
light  of  subsequent  events,  very  reasonably  have  been 
paid  ofE.  It  was  a  matter  of  doubt  at  that  time,  but 
with  the  possibility  of  a  European  war  and  great 
expenditure  and  a  possible  famine  in  front  of  us,  we 
erred  on  the  side  of  caution,  as  I  think  it  was  our  duty 
to  do  at  the  time. 

11.049.  But,  looking  back  on  it,  you  would  saythat 
you  might  have  been  a  little  less  cautious  without 
injuiy  ? — Looking  back  on  it,  that  is  the  only  part 
where,  I  think,  a  different  policy  might  have  been 
followed,  and  we  might  have  paid  off  certain  India 
Bills  a  little  sooner.  But  it  was  done  with  full  deli- 
beration and  after  full  discussion  in  our  Finance  Com- 
mittee, where  we  considered  it  from  every  point  of 
view. 

11.050.  What  is  your  feeling  as  to  the  amount  of 
the  balances  which  you  ought  to  keep  normally  in 
hand  ? — ^I  have  a  strong  personal  feeling  that  our 
balances  ought  to  be  larger  than  they  are  at  the  pre- 
sent moment.  I  should  hke  to  have  approximately  a 
year's  prospective  capital  outlay  on  the  railways  in  the 
balances,  so  as  not  to  have  to  live  from  hand  to  mouth 
and  be  compelled  to  borrow  in  an  unf  avoui-able  market. 
This  is  a  view  which  has  never  been  discussed,  and  has 
not  been  approved  by  the  Finance  Committee ;  I  havie 
not  positively  brought  it  forward,  as  it  was  not  the  time 
to  do  so.  The  magnitude  of  the  balances  in  the  last  few 
years  has  been  entirely  explained  in  the  evidence  that 
has  been  put  before  you.  It  was  due  to  windfalls  in 
the  shape  of  opium  revenue,  and  to  unexpectedly  good 
revenue  from  railways,  and  also  to  the  land  revenue. 
There  is  another  point  in  connection  with  the  balances 
which  ought  to  be  considered,  and  that  is  that  the 
liability  of  Government  for  the  Savings  Bank  balances, 
which  I  believe  amount  to  something  like  12  millions 
or  13  millions,  is  a  liability  which  is  not  provided  for 
at  all. 

11.051.  Tou  mean  whioh  has  no  specific  provision 
made  for  it  ? — It  has  no  specific  provision  made  for  it, 
and  in  case  of  bad  times  there  may  be,  I  will  not  call  it 
a  run  on  the  savings  bank,  but  a  natui-al  demand  for 
repayment,  and  then  that  amount  wiU  have  to  be  paid 
out  of  Govei-nment  balances,  so  I  think  it  ought  to  be 
taken  into  consideration  in  estimating. 

11.052.  Therefore,  in  addition  to  aU  the  other 
pui-poses  which  the  Government  balances  serve,  they 
are  in  fact  the  only  reserve  for  all  the  money  which 
lies  on  call  at  short  notice  in  the  savings  bank  ? — Tes, 
that  is  so. 

11.053.  Now  as  regards  the  location  of  the  balances, 
I  understand  that  you  agree  with  the  official  witnesses 
who  have  come  before  us,  and  who  hold  that  the  Gold 
Standard  Reserve  should  be  held  m  London  ?— En- 
tirely. 

11.054.  Do  you  care  to  give  your  reasons  tor  that 
yjew  ?— I  reaUy  think  the  reasons  have  aU  been  given 
by  the  official  witnesses.  The  main  reason  for  the 
necessity  of  keeping  the  Gold  Standard  Reserve  on 
this  side,  and  for  also  keeping  here  part  of  the 
Currency  Resei-ve  and  a  large  balance,  is  the  one  of 
keeping  exchange  at  par.  The  eventual  disturbance 
of  the  ordinary  course  of  trade  thi-ough  failure  of 
crops  and  possibly  for  poUtical  reasons,  must  always 
be  borne  in  mind,  and  even  the  remote  contmgency  of 
a  war  cannot  be  entirely  disregarded.  In  time  of 
difficulty  the  pressure  would  be  felt  here  mamly  for 
the  purposes  of  keeping  exchange  at  par.  It  is 
essential  to  remember  that  India  is  a  debtor  country 
and  not  a  creditor  country,  though  I  thmk  dimng 
the  course  of  this  inquiry  that  statement  has  been 

*^^^ll°oT5  A  great  many  witnesses  have  insisted  on 
the  opposite  view,  so  perhaps  you  would  explam  yours  ? 
_Mv  definition  of  a  creditor  country  is  one  which, 
given  an  even  balance  of  trade,  or  disregardmg  trade 
altogether,  can  draw  upon  other  countries  for  mterest 
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on  invested  capital.  That  is  the  position  of  England. 
A  debtor  counti-y  is  a  country  which  under  similar 
conditions  has  to  pay  to  other  countries  interest  on 
borrowed  capital.  India  belongs  to  the  latter  categoiy, 
not  only  to  the  extent  of  the  home  charges  of  the 
Government  and  the  interest  on  the  public  debt  and 
on  tne  railways,  but  as  regards  the  profits  of  all  the 
leading  banking  institutions,  the  foreign,  that  is  to 
say,  non- Indian,  pi-ofits  of  trading  firms,  the  interest 
on  the  deposits  they  hold,  and  so  on.  The  exchange  of 
such  a  country  is  in  times  of  shortage  of  produce  for 
export  nattu'aily  much  moie  vulnerable  than  that  of  a 
creditor  country,  especially  where  yon  have  an  artificial 
currency  which  is  not  available  for  expoi-t  in  times  of 
pressure. 

11,056.  We  have  had  it  urged  upon  us  from  several 
quai-ters  that  as  long  as  there  are  the  large  balances 
which  we  have  seen,  they  should  not  be  lent  only  in 
London  but  they  should  be  made  available  also,  to  some 
extent  at  any  i-ate',  in  India.  What  is  your  view  of  that 
suggestion  ? — As  far  as  my  personal  opinion  and  the 
view  of  the  India  Office  go,  it  has  always  been  to  carry 
out  the  views  of  the  Government  of  India  in  that  matter. 
If  the  Government  of  India  at  any  time  suggested  the 
possibility  of  lending  in  India,  certainly  there  would 
have  been  no  objection  on  this  side  whatsoever ;  but 
I  think  at  various  times  they  have  expressed  an  opinion 
that  it  is  not  desirable  to  do  so.  I  think  loans  could 
be  made  from  two  sources,  that  is,  from  the  Treasury 
balances  in  the  first  instance  and  also,  I  think,  from  the 
Currency  Reserve. 

11  057.  Let  me  ask  you  first  whether  you  have 
formed  in  your  own  mind  any  idea  of  the  sum  which 
could  be  safely  and  usefully  lent  out  in  India  under 
those  circumstances  ? — No,  and  I  could  not  do  it  because 
I  have  not  got  the  inf  oi-mation. 

11.058.  Am  I  to  understand  that  yon  would  confine 
the  advances  by  Government  to  the  Presidency  Banks  ? 
— Here  again  I  would  rather  not  give  a  strong  opinion 
of  my  own,  because  I  have  not  the  necessary  informa- 
tion. It  seems  more  natural  that  in  the  first  instance, 
at  all  events,  loans  should  be  confined  to  the  Presidency 
Banks,  because  once  you  go  outside  them  it  is  very 
difficult  to  draw  a  limit.  That  seems  to  me  to  be  the 
reason.  I  think  it  ought  only  to  be  made  against 
security,  and  I  think  it  ought  only  to  be  made  at  a  date 
when  there  is  a  veiy  high  bank  rate.  It  ought  not  to 
be  made  in  ordinary  times,  because  otherwise  trade 
would  naturally  expect  to  have  those  advances  from 
the  Government,  and  I  think  trade  raight  be  dis- 
appointed in  bad  years  when  the  amounts  would  not 
be  available.  It  ought  only  to  be  made  available 
to  tide  over  a  crisis.  The  advances  should  only  be 
temporaay,  and  only  when  the  rate  is  high ;  otherwise 
I  think  the  trade  ought  to  supply  its  own  needs. 

11.059.  There  is  some  force,  is  there  not,  in  the 
contention  which  has  been  put  before  us  by  a  good 
many  witnesses,  that  under  present  circumstances  the 
Government  of  India  is  not  quite  neutral,  so  to  speak, 
in  the  matter  of  the  bank  rate  ?  It  is  put  to  us  that, 
owing  to  necessity,  they  collect  a  large  portion  of  then- 
revenue,  the  land  revenue,  just  at  the  moment  trade 
is  at  its  busiest,  and  the  demajid  for  money  is  greatest ; 
that  they  are  not  able  to  issue  that  money  to  the  market 
at  once,  as  their  obligations  do  not  mature  at  once ;  and 
that  it  is  not  merely  that  they  do  not  supply  the 
market  with  funds,  but  that  they  withdraw  funds  from 
the  market  in  the  shape  of  taxation  just  at  the  moment 
when  the  market  needs  them  most.  Is  there  not  some 
force  in  that  contention  ? — There  may  be,  but  it  has  to 
be  borne  in  mind  that  that  is  a  condition  which 
prevails  in  every  country  in  the  world.  It  prevails  here 
to  a  very  large  extent. 

11.060.  Does  it  prevail  here  in  quite  the  same  way  F 
Here,  of  course,  the  Government  finances  itself  by 
Treasury  bUls,  by  borrowing  for  a  lai'ge  portion  of  the 
year ;  when,  therefore,  the  mass  of  the  income  tax  is 
collected,  it  does  not  remain  shut  up  in  the  treasuries 
or  the  Bank  of  England,  but  is  at  once  disbursed  in 
paying  ofE  the  debt  which  the  Government  have 
incurred  ? — That  is  so  to  a  moderate  extent.  At  the 
same  time  you  have  an  abnormal  condition  in  the 
money  market  at  the  time  of  the  large  revenue  collec- 


tions from  January  to  the  end  of  March.  I  think 
statistics  will  show  that  that  is  the  time  when  the 
bankers'  deposits  are  depleted ;  the  money  goes  out  of 
the  balances  all  over  the  United  Kingdom  and  flows 
into  the  Bank  of  England,  and  that  has  a  dislocating 
influence  on  trade  generally.  It  is  the  time  when 
bankers  cannot  supply  the  trade  of  the  country  to  the 
same  extent  that  they  can  at  other  periods  of  the 
year,  and  the  money  is  in  the  Bank  of  England,  which 
uses  it,  but  uses  it  in  a  dijEcerent  sort  of  way,  and  it 
does  not  flow  back  through  the  same  channels.  I  do 
not  wish  to  express  an  opinion  on  that  system  at  all. 
I  only  mention  that  in  reply  to  what  has  been  said 
about  India,  in  order  to  show  that  it  is  a  condition 
which  is  almost  inevitable  when  your  collection  of 
taxes  takes  place  at  a  certain  period  of  the  year.  Ton 
then  collect  a  large  amount  of  revenue,  which  flows 
into  one  channel,  and  it  must  take  some  time  before  it 
flows  back  into  the  ordinary  channels  of  trade. 

11.061.  That  is  a  very  interesting  view,  and  I  am 
glad  you  have  put  it  to  us  ;  but  you  do  think,  do  you 
not,  that  some  assistance  might  be  give  under  proper 

.  conditions  and  restrictions  ? — Unquestionably. 

11.062.  Either  from  one  or  both  of  the  two 
sources  .'' — I  think  from  the  two  sources. 

11.063.  That  is,  from  the  balances  and  from  the 
Paper  Curr'ency  Reserve  F — As  long  as  it  does  not  inter- 
fere with  the  ordinary  business  of  the  Government  and 
the  ordinary  policy  of  the  Government  as  to  holding 
their  general  balances,  and  also  having  regard  to  ex- 
change policy,  which  I  do  not  think  ought  to  be  inter- 
fered with.  There  is  a  certain  advantage  in  it,  but 
there  are  also  some  drawbacks.  If  one's  trade  generally 
depends  upon  Government  action,  the  view  which 
trade  might  take,  that  it  can  depend  on  Government 
action  in  times  of  difficulty  and  crisis,  I  think  would 
involve  a  certain  amount  of  risk  and  danger.  It 
must  not  be  taught  to  depend  on  Government 
assistance. 

11.064.  Tou  think  it  must  be  quite  clearly  under- 
stood by  everybody  that  the  Government  only  lends 
when  it  can  do  so  as  a  convenience  and  advantage  to 
itseK  ? — Tes,  that  is  so,  and  that  the  advances  could 
only  be  temporary. 

11.065.  Now  as  regards  loans  from  the  Paper 
Currency  Reserve ;  at  the  present  time  the  fiduciary 
portion  of  the  Paper  Currency  Reserve  is  fixed  by 
statute,  as  you  know  F — Tes,  at  14  crores. 

11.066.  Do  you  think  the  time  has  come  to  recon- 
sider that  figure  F — Tes,  I  think  the  time  has  come 
when  you  might  have  a  more  scientific  system,  that  is, 
a  system  of  proportions  which  does  not  depend  on 
legislation  at  a  given  moment. 

11.067.  What  is  the  proportion  that  you  would 
suggest  for  consideration  or  adoption  ?— I  have  gone 
into  the  position  of  the  leading  banks  of  Europe 
during  this  last  month  of  October,  and  I  find  that  the 
proportion  of  bullion  to  circulation  was  in  England 
about  65J  per  cent.,  in  Prance  72  per  cent.,  in 
Germany  71  per  cent.,  and  in  Russia  a  little  over  100 
per  cent. 

11.068.  Those  figures  relate  to  what  date  F — ^To  the 
middle  of  the  last  month  of  October. 

11.069.  In  the  figm-es  that  yon  give  in  relation  to 
the  Bank  of  England,  you  have  taken,  have  you  not, 
the  gross  cu-culation  of  the  notes  F — Tes,  and  I  think 
that  is  the  right  thing  to  do. 

11.070.  The  net  cii-culation  was  more  than  covered, 
was  it  not,  by  the  gold  reserve  at  the  Bank  of  England, 
owing  to  the  fact  that  the  amount  of  notes  in  the 
reserve  exceeded  the  fiduciary  part  of  the  issue  F— I 
have  considered  that  point,  but  I  think  for  the  present 
purpose  it  is  necessaiy  to  take  the  gross  circulatioa, 
because  the  notes  in  the  banking  department  of  the 
Bank  of  England  I  think  for  this  purpose  must  be 
taken  as  part  of  the  active  circulation,  as  they  can  be 
issued  at  any  moment. 

11.071.  Proceeding  on  those  figures,  what  inference 
do  you  draw  fi-om  them  F— I  should  like  to  say  that  I 
also  bear  m  mind  that  I  think  the  present  proportion 
ot  the  fiduciary  issue  is  about  20  per  cent.,  that  is,  I 
think,  the  14  crores  represent  that.  I  do  not  think  in 
a  country  like  India  the  fiduciary  issue  ought  to  be 
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quite  as  latge  aa  in  a  country  where  banking  is  very 
highly  developed.  I  ^hink  you  are  exposed  to  greater 
risks  there,  and  I  would  suggest  that  aa  elastic  figure 
might  he  adopted,  varying  from  20  per  cent,  to  30  per 
cent.,  30  per  cent,  being  the  maximum.  I  would,  invest 
the  20  per  cent,  permanently  in  Government  securities, 
and  the  remaining  10  per  cent.  I  would  use  in  time  of 
pressnre  in  temporary  advances,  so  that  a  certain 
power  would  be  reserved  to  Government  to  make  a 
fiduciary  issue  in  that  manner  by  temporary  advances. 

11.072.  I  pass  now  to  the  amount  of  the  Gold 
Standard  Reserve.  Do  you  think  that  any  limit  could 
at  the  present  time  be  wisely  fixed  for  its  growth  ?— I 
do  not.  Tou  cannot  limit  the  amount  of  trade.  I 
believe  and  I  hope  that  trade  in  India  when  railway 
and  irrigation  development  is  made  will  develop  to  a 
degree  that  is  quite  unexpected  now  ;  if  it  is  so,  and  if 
there  are  large  issues  of  silver  cavrenoy,  then  I  think 
your  Gold  Standard  Reserve  must  be  increased 
proportionately. 

11.073.  Therefore  you  would  place  no  limit  to  the. 
Gold  Standard  Reserve  P — I  would  place  no  limit.  At 
the  present  moment  we  are  aiming  at  25  millions,  and 
when  that  point  has  been  reached  I  think  it  ought  to 
be  very  carefully  considered. 

11.074.  As  regards  the  amount  of  actual  gold  hold 
in  reserve,  are  you  satisfied  with  either  the  amount  at 
present  existing  there  or  the  figure  which  has  been  for 
the  present  laid  down  ? — No,  I  am  not  satisfied.  Of 
course,  if  you  add  to  it  the  amount  of  gold  in  our 
Paper  Currency  Reserve  it  represents  a  very  large 
amount,  but  I  do  not  think  that  is  quite  the  right  way 
of  looking  at  it.  I  think  that  the  two  reserves  must  be 
considered  as  separate  and  independent  of  one  another. 
In  connection  with  that  perhaps  I  might  say,  as  the 
question  has  beeaa  asked  whether  the  two  reserves 
might  not  be  amalgamated,  that  personally  I  do  not 
think  they  ought  to  be  ;  I  think  they  serve  a  distinct 
purpose,  and  they  ought  not  to  be  mixed  up.  Tou 
would  get  an  erroneous  conclusion,  and  the  amount 
would  appear  so  lai'ge  that  perhaps  at  some  future 
time  precautions  which  now  seem  necessary  might  be 
abandoned.  I  would  like  to  keep  them  separate, 
therefore.  I  am  only  speaking  of  my  individual 
opinion,  but  personally  I  do  not  think  that  the  amount 
which  we  are  now  aiming  at,  5  millions,  is  sufficient.  I 
would  like  to  see  that  amount  increased  to,  say, 
8  millions  or  10  millions.  If  subsequently  your  Gold 
Standard  Reserve  was  in  excess  of  the  25  million  limit, 
then  I  would  fix  the  amount  of  gold  held  at  a  certain 
proportion  of  the  total,  say  one-third  of  the  total  to 
be  held  in  gold  and  the  rest  invested. 

11.075.  Are  there  any  other  observations  which  have 
not  been  brought  forth  by  my  questions  which  yon 
would ,  like  to  addi-ess  to  the  Commission  ? — There  is 
the  question  of  the  relations  with  the  Bank  of  England. 

11.076.  Perhaps  you  would  make  any  statement  you 
desire  to  lay  before  us  on  that  subject  ? — I  am  certainly 
very  reluctant  to  deal  with  that  subject  at  all,  and  I 
would  rather  have  avoided  it  altogether.  Mr.  Cole,  in 
reply  to  certain  questions  beginning  at  (Q.)  3512,*  spoke 
of  mistakes  having  been  made  which  in  his  opinion 
ought  not  to  have  arisen.  I  think  in  justice  to  the 
India  Office  there  ought  to  be  some  explanation  given. 
There  was  an  unfortunate  misimderstanding  as  to  the 
interpretation  of  certaiu  con-espondence  which  had 
taken  place  in  1906,  but  for  this  misunderstandiag  I 
do  not  think  the  India  Office  was  to  blame.  A  verbal 
aiTangement  had  been  come  to  between  the  Chairman 
of  the  Finance  Committee  and  the  Governor  of  the  Bank 
of  England  for  the  time  being,  of  which  no  one  at  the 
India  Office  in  1912  had  any  knowledge,  and  neither 
the  note  of  the  Chairman  of  the  Finance  Committee 
nor  the  official  coiTCspondence  contained  any  reference 
to  it. 

11.077.  Was  this  an  arrangement  in  relation  to  the 
purchase  of  silver? — That  was  an  awangement  in 
relation  to  the  purchase  of  silver.  I  beHeve  it  is  usual 
when  a  verbal  aiTangement  is  made  that  it  should  be 
subsequently  set  out  in  coirespondence,  and  that  what 
is  set  out  in  the  correspondence  shall  be  taken  as  the 
guiding  principle  in  the  matter.  A  verbal  arrange- 
ment is  only   confirmed  by  the  correspondence,  and 
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the  con-espondence  at  the  time  and  the  notes  of 
Sir  James  Mackay,  at  present  Lord  Inohcape,  con- 
tained no  reference  to  that  arrangement  to  which 
subsequently  the  Bank  of  England  attached  so  much 
importance.  Before  deciding  on  the  course  which  was 
eventually  taken  with  regard  to  this  transaction,  that 
correspondence  was  carefully  considered  by  the  Finance 
Committee  and  the  Permanent  Under-Secretary 
of  State,  and  legal  opinion  which  we  obtained 
subsequently  confii-med  the  view  that  the  con- 
tention of  the  Bank  of  England  could  not  be 
sustained.  I  may  add — again  I  confess  I  do  it  very 
reluctantly,  but  I  think  it  is  necessary — ^that  in  July, 
1912,  the  matter  was  first  mentioned  by  me  iu  private 
conversation  to  the  Governor  of  the  Bank  of  England, 
before  the  public  had  any  knowledge  of  it.  He 
expressed  his  approval — perhaps  expressing  approval 
of  the  action  taken  might  be  too  strong  an  expression, 
but  he  certainly  expressed  no  disapproval — and  he 
recognised  the  special  circumstances  of  the  case,  and 
no  reference  was  made  to  any  breach  of  confidential 
relations  at  the  time.  I  noted  the  words  of  that 
conversation  and  I  reported  them  to  the  India 
Office  orally  at  once,  and  in  writing  subsequently : 
"  Before  the  facts  of  our  purchases  became  publicly 
"  known,  I  informed  the  Governor  of  the  Bank  of 
"  England  privately  of  what  had  taken  place,  and 
"  after  having  carefully  gone  into  all  the  cireum- 
"  stances,  his  only  observation  was  that  we  could  hardly 
"  have  done  anything  else,  and  that  he  would  have 
"  acted  in  precisely  the  same  manner  if  he  had  been 
"  in  our  place,  or  words  to  that  effect."  T  went  on 
purpose  to  the  Bajik  of  England  before  this  matter 
became  public  knowledge,  and  I  acquainted  him  with 
the  whole  facts,  but  naturally  he  would  not  attach  the 
same  importance  to  that  interview  that  I  did.  I  noted 
the  words  at  the  time,  and  probably  they  would  not 
be  present  to  his  recollection  now  as  they  are  to  mine. 
But  that  was  his  first  impression,  and  there  was  no 
reference  to  any  breach  of  confidential  relations  at 
all.  He  thought  it  was  a  very  natural  thing  for  us 
to  have  done.  I  do  not  want  to  make  too  much  of 
that,  and,  of  course,  we  made  no  use  of  it  in  the 
subsequent  correspondence  that  took  place,  because  it 
was  a  private  conversation  and  because  he  was  not 
at  that  time  himself  aware  of  that  verbal  agreement 
which  had  been  made.  There  was  no  note  taken  in 
the  Bank  of  England  at  all,  and  I  do  not  think  he  or 
any  of  the  officials  of  the  Bank  of  England  were  aware 
of  it.  Subsequently,  I  think  some  three  or  fom-  weeks 
after  that  time,  he  said  that  Mr.  Wallace,  who  had 
been  Governor  at  the  time  in  1906,  had  communicated 
with  him,  and  that  he  had  referred  to  this  verbal 
agreement  which  had  been  made  with  Lord  Inchoape. 
When  that  was  brought  to  the  knowledge  of  the  India 
Office,  and  was  confirmed  by  Lord  Inohcape,  we  at 
once  reverted  to  the  practice,  and  all  future  purchases 
of  silver  were  made  through  the  Bank  of  England, 
because  the  last  thing  we  should  have  desired  to  do 
was  to  come  away  from  any  agreement,  whether  verbal 
or  otherwise  ;  but  we  had  no  knowledge  of  it  at  aU, 
and  our  duty  was  to  save  the  revenues  of  the  Govern- 
ment of  India.  This  matter  was  fully  discussed  at 
various  stages  in  the  presence  of  everyone  in  an  official 
position,  and  it  was  discussed  iu  Council ;_  and  I 
remember — I  think  it  is  the  only  occasion  which  I  do 
remember — that  in  addition  to  the  decision  of  the 
Coimcil  the  resolution  of  the  Council  added  the 
observation  that  the  strictest  secrecy  must  be  observed 
in  carrying  out  the  transaction.  We  were  bound  by 
that  entirely.  Our  duty  was  to  save  the  revenues  of 
India,  and  "no  other  considerations  could  prevail.  I 
believe  we  did  save  those  revenues  to  a  considerable 
extent. 

11,078.  I  thought  it  was  right  to  give  you  the 
opportunity  to  make  that  statement,  as  the  matter  has 
been  referred  to  in  Mr.  Cole's  evidence  ;  but  I  may  say 
that  the  Commission  did  not  consider  it  part  of  their 
duty  to  go  into  the  details  of  the  circumstances  of  that 
transaction — ^we  are  only  concerned  with  the  matter  as 
it  may  affect  the  futiu-e  policy  of  the  Government  of 
ladia  P— As  I  said,  I  referred  to  it  very  reluctantly, 
and  only  in  consequence  of  these  remarks  which  had 
been  made  by  Mr,  Cole.    As  he  said  that  mistakes 
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had  been  made  that  ought  not  to  have  been  made,  I 
thought  it  only  right  that  ova*  version  of  the  matter 
should  be  given.  In  my  opinion,  nothing  else  could 
have  been  done  under  the  circumstances.  Perhaps  you 
will  allow  me  to  make  one  remark,  although  it  is  out- 
side youi'  province,with  regard  to  the  seci-ecy  which  had 
to  be  observed  in  these  transactions.  A  remark  was 
made  in  the  House  of  Commons  when  the  matter  was 
discussed,  and  it  has  not  been  denied  at  any  time  because 
I  have  had  no  opportunity  of  denying  it,  that  while  this 
matter  was  kept  secret  from,  the  Bank  of  England  it 
was  made  known  to  officials  in  the  bank  with  which  I 
am  connected,  because  certain  payments  passed 
through  our  bank.  There  was  no  one  in  our  bank 
except  myself  who  had  any  knowledge  whatever  of 
these  transactions  until  they  became  publicly  known. 
No  one  could  possibly  draw  any  inference  fi-om  the 
amounts  that  were  paid  into  certain  accounts,  and  no 
one  had  the  least  suspicion  and  there  was  no  revelation 
made.  Naturally  I  should  not  have  thought  it 
necessary  to  mention  it,  but  that  the  charge  has  been 
made  in  the  House  of  Commons. 

11,079.  I  want  to  ask  one  more  question,  and  then 
I  shall  have  satisfied  my  curiosity.  Tou  have  several 
times  in  the  course  of  your  answers  said  that  on  the 
particular  subjects  on  which  1  happened  to  be 
questioning  you  at  the  moment,  more  Indian  experience 
was  needed  for  an  answer  than  you  possess.  Do  you 
think  that  on  the  Finance  Committee  for  the  work 
which  it  has  to  do  Indian  experience  is  sufficiently 
represented  ?  Perhaps  I  might  ask  in  the  fii'st  instance 
how  is  Indian  experience  represented  on  the  Finance 
Committee  at  the  present  time  ? — Until  1911  we  had  a 
member  of  the  Finance  Committee  who  was  very  inti- 
mately connected  with  India — we  had  Lord  Inchcape. 
At  the  present  moment  we  have  Indians  of  consider- 
able official  experience,  but  perhaps  not  especially  of 
financial  experience.  At  the  same  time  we  know,  I 
think,  when  our  own  knowledge  is  not  sufficient  to 
judge  of  the  questions,  and  we  have  no  difficulty  in 
procuring  the  information.  We  always,  before  we 
decide  on  questions,  when  we  think  information  is 
necessary,  try  to  obtain  it.  I  do  not  think  we  hav<? 
ever  had  any  difficulty  in  getting  the  necessary 
evidence  and  the  necessary  experience  to  judge  of  a 
question. 

11.080.  At  the  present  time  you  have  not  available 
on  the  Committee  itself  any  Anglo-Indian  of  financial 
experience  and  trade  experience,  have  you  ? — No. 

11.081.  Either  as  civil  servant  or  as  merchant  ? — 
No,  not  at  the  present  moment. 

11.082.  As  we  are  asked  to  report  upon  the  financial 
organisation  of  the  India  Office,  perhaps  you  might  be 
able  to  help  us  from  your  experience  on  another  point. 
Do  you  think  it  would  be  an  advantage  in  these  matters 
to  you  as  Chairman  of  the  Finance  Committee  if  you 
had  an  Indian  Civil  Sei-vant  trained  in  Indian  finance 
as  a  member  of  that  Committee  ? — It  would  be  of  con- 
siderable assistance  to  us,  but  at  the  same  time  I 
should  think  that  the  Secretary  of  State  has  a  very 
complete  power  of  appointing  members  of  council,  and 
I  think  it  would  be  his  desire  always  to  appoint  men  of 
the  best  experience  that  are  available.  He  also 
appoints  the  Committees,  and  naturally  he  would 
appoint  men  with  large  experience  on  the  Finance  Com- 
mittee. If  I  may  express  an  opinion,  I  think  it  would 
be  undesiiable  to  tie  him  down  to  appoint  on  the 
Council  men  who  had  held  a  certain  position  in  India. 
I  think  it  would  be  made  too  much  of  an  established 
rule  in  time,  as  persons  who  had  held  certain  positions 
might  look  upon  it  as  a  cei-tainty  that  they  would  be  ' 
appointed  members  of  the  Council,  and  I  can  conceive 
of  circumstances  in  which  that  woulii  be  undesirable. 
I  think  the  hands  of  the  Secretary  of  State  should  not 
be  tied. 

11,083.  I  quite  understand  the  desirability  of  allow- 
ing a  wide  discretion  to  the  Secretary  of  State,  and  not 
tying  his  hands  too  closely  ? — There  is  another  reason, 
perhaps,  why  I  think  a  regular  i-ule  should  not  be 
established.  Men  come  over  with  a  certain  experience, 
and  they  are  not  aware  of  the  changes  that  take  place 
and  take  place  very  rapidly,    The  man  with  a  suppoeed 


experience,  and  the  authority  that  is  derived  from  such 
experience,  who  does  not  keep  it  up  to  date,  is  almost  a 
greater  danger  than  a  help. 

11.084.  On  the  other  hand,  possibly,  misapprehen- 
sion between  the  Government  of  India  and  the  Seci-etary 
of  State  and  the  Government  at  home,  or  the  lack  of 
information  as  to  the  reasons  which  have  actuated  the 
Secretaiy  of  State,  might  sometimes  be  remedied  if 
Indian  financial  experience  were  more  frequently  repre- 
sented in  the  Council  P — I  hardly  think  so.  I  do  not 
think  that  would  result. 

11.085.  Perhaps  you  do  not  think  either  that  the 
suspicion  which  certainly  has  found  expression  in  some 
quarters,  that  over  here  the  intei-ests  of  India  are  less 
considered  than  the  interests  of  London,  would  be 
pi-evented,  or  at  any  i-ate  modified,  if  India  felt  that 
she  was  more  du-eotly  represented  in  the  Committee 
where  these  mattei-s  are  considered  ?■ — That  is  a  matter 
of  sentiment  i-ather  than  a  matter  of  practical  advan- 
tage. I  am  quite  sure  that  any  Secretary  of  State 
would  recognise  the  sentiment  in  the  appointments 
which  he  was  malting. 

11.086.  (Lord  Fabei:)  Alluding  to  the  India  Office 
in  London,  I  think  you  said  it  was  your  opinion  that 
finance  had  so  much  to  do  with  the  affairs  of  the  India 
Office  in  London  that  you  would  if  you  could  get  an 
assistant  socretaiy  who  was  very  well  vei'sed  in  finance  ? 
— Yes,  an  assistant  Under-Secretary  of  State. 

11.087.  I  put  this  i-ather  difficult  question  to  you : 
How  would  you  get  such  a  man  ?  Would  you  take 
him  from  the  business  world  ?  Could  you  go  into  the 
great  business  world  and  get  a  thoroughly  up  to  date 
business  man  ? — My  answer  is  that  you  have  got  him 
now. 

11.088.  I  meau  as  a  usual  procedure  r — I  do  not 
say  a  business  man  ;  I  do  not  think  that  is  the  word  I 
have  used.  I  think  you  should  have  a  man  of  financial 
training  in  a  Government  office,  and  I  think  you  can 
get  him  in  a  Government  office.  Certainly,  I  would 
guard  myself  in  this  way — I  would  not  take  in  a  man 
who  had  a  commercial  training — a  banking  training 
especially. 

11.089.  Could  you  get  a  financially  ti-ained  man 
unless  he  were  a  business  man  as  well  ? — ^I  think  our 
officials  in  Government  offices  are  men  of  the  highest 
financial  training  and  experience,  and  that  is  the 
quarter  where  I  would  look  for  them.  I  would  not  o-o 
outside  into  the  business  world. 

11.090.  Now  with  regard  to  the  procedure  of  the 
India  Office  in  lending  uncovered  balances  to  the  banks. 
You  have  explained  quite  clearly  what  that  procedm-e  is, 
and  that  the  banks  when  they  have  this  money  generally 
take  bills  with  it  which  mature  in  the  next  three 
months.  Could  not  the  Indian  Government  through 
its  own  banks  take  bills  for  itself  mstead  of  lending  its 
money  uncovered  to  the  ordinai-y  banker,  if  I  may  call 
it  so,  and  the  ordinary  banker  dealing  with  the  money  ? 
Why  should  not  the  Indian  Government  take  the  bills 
itself  thi'ough  the  Bank  of  England  ."—I  am  glad  you 
have  asked  that  question  as  I  have  strong  views  about 
it.  I  do  not  think  it  would  be  the  business  of  any 
Government  to  go  into  commercial  banking.  I  think 
the  difficulty  of  discriminating,  of  choosing  your  bills, 
would  be  too  great  a  burden  to  throw  on  any  Govern- 
ment Department.  You  know  from  your  own  experience 
how  difficult  it  is  to  discriminate  between  bills  and  how 
rapid  the  changes  are.  It  would  be  too  great  a  bui-den 
on  the  Government. 

11.091.  I  should  have  thought  it  was  the  business 
of  such  a  concern  as  the  Bank  of  England  to  be 
thoroughly  up-to-date  in  the  bill  world?— Do  you 
mean  to  suggest  that  the  Bank  of  England  would 
buy  the  bills  ? 

11.092.  Yes,  for  the  Government  ?— And  endorse 
them  and  be  responsible  ? 

11.093.  Yes  ;  but  they  would  be  bank  bills  to  start, 
with,  and  they  would  have  the  names  of  two  banks  on  ? 
— I  doubt  whether  the  Bank  of  England  would  cany 
out  the  duty.  If  they  were  entirely  responsible  for 
the  bill  and  made  themselves  responsible,  that  might 
be  one  way  of  disposing  of  your  balances  ;  but,  at  the 
same  time,  it  would  be  a  very  cumbrous  and  difficult 
way  of  investing  your  money  in  bills,  which  do  not  all 
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mature  in  one  day ;  we  should  have  to  watch  the 
maturities,  we  should  have  to  keep  the  bills  at  the  Bank 
of  England,  for  I  suppose  they  would  do  the  collection 
for  us,  and  the  money  would  come  in  day  by  day  in 
in-egular  amounts  when  we  might  have  no  use  for  it, 
whereas  now  we  fix  the  advances  for  definite  periods  to 
suit  our  convenience. 

11.094.  The  Bank  of  England  is  there  for  that 
pui'pose,  and  it  gets  well  paid  for  the  account.  I 
should  have  thought  that  was  one  of  the  first  things 
it  ought  to  have  done  for  the  Indian  Grovernment.  It 
is  the  best  security  in  the  world  ? — They  would  certainly 
not  do  it  without  additional  remunei-ation,  and  it 
would  be  very  considerable  remuneration.  I  think  it 
wou^ld  be  an  expensive  matter.  However,  the  question 
of  deposits  with  the  banks  was  merely  a  temporary 
measvire,  and  is  hardly  likely  to  arise  in  the  immediate 
futiu'e  at  all  events.  At  the  same  time  I  think  it 
would  be  rather  a  pity  to  shut  the  door  to  transactions 
which  other  Governments  have  found  answer  their 
purpose  very  well.  We  had,  dui-ing  the  last  spi'ing, 
times  when  we  could  not  very  well  dispose  of  oui- 
balances,  and  it  is  as  well  to  have  another  channel 
instead  of  lending  it  all  in  one  direction,  as  that 
checks  the  rate. 

11.095.  This  is  a  question  that  I  do  not  suppose 
you  could  answer  at  all,  but  if  you  feel  inclined  to 
answer  I  should  be  glad.  Does  the  India  Office  get 
reasonably  good  terms  and  facilities  from  its  pi-esent 
bankers? — I  think  the  charge  that  the  Bank  of 
England  makes  is  set  out  in  the  evidence  before  you. 
I  think  you  have  had  a  table  showing  the  various  pay- 
ments that  have  been  made.  In  the  opinion  of  the 
Bank  of  England  the  account  does  not  pay  them 
at  all. 

11.096.  I  asked  you  for  your  opinion  ? — I  do  not 
think  the  whole  profit  of  the  Bank  of  England  is 
revealed  in  these  figures,  because  lately  we  have  gone 
into  the  question  of  another  issue  altogether.  The 
Bank  of  England  are  printers  for  the  ciuTcncy  notes, 
and  they  make  a  very  large  additional  profit  out  of 
that. 

11.097.  What  I  want  to  get  your  opinion  on  is 
this :  Does  the  India  Office  get,  as  I  say,  reasonably 
good  terms  and  facilities  from  its  present  bankers  ? — 
It  must  be  remembered  that  the  Bank  of  England  has 
a  very  expensive  staff  and  does  its  work  in  a  more 
expensive  way  than  perhaps  private  histitutions  do  ; 
also  tiiat  it  is  put  to  greater  ohaa-ges.  On  the  other 
hand,  it  must  be  remembered  that  we  derive  a  very 
considerable  benefit  from  the  account,  and  that  there 
is  a  great  deal  of  work  connected  with  it,  particularly 
with  the  handling  of  the  securities  for  our  loans  for 
which  there  is  no  payment  made  at  all,  but  which  is 
pai-t  of  the  account.  I  should  say  that  they  are  very 
well  paid  indeed.  We  have  again  and  again  tried, 
sometimes  successfully,  sometimes  unsuccessfully,  to 
get  our  charges  reduced,  but  we  are  in  the  position  of 
being  compelled  to  use  them  as  our  bankers,  whatever 
the  tei-ms  may  be.  Whenever  we  go  for  a  reduction  of 
their  charges  we  have  to  go  and  ask  for  a  favour,  to  go 
on  bended  knees  as  it  were— Be  good  enough  to  reduce 
the  charge— because  we  have  no  alternative  open.  We 
ai-e  bound  by  Act  of  Paa-liament  to  keep  our  bankmg 
account  with  the  Bank  of  England,  and  no  one  would 
wish  to  alter  that,  so  they  have  a  monopoly.  At  the 
same  time  efforts  are  constantly  being  made  to  get  the 
charges  reduced.  Of  course  they  are  very  high 
charges. 

11.098.  Now  with  regard  to  the  balances  at  home 
and  iA  India;  is  it  youi-  opinion  that  it  ought  to  be 
the  Secretary  of  State's  fii-st  care  to  lend  out  what  he 
safely  can  lend  in  India  and  after  that  to  lend  the 
balances  in  London  :■'— I  think  the  evidence  has  shown 
that  it  is  desirable  to  have  the  balances  m  London. 

11099.  AH  of  them,  would  you  say.=— As  far  ;is 
consorts  with  the  convenience  of  the  Government  o± 
India  If  they  show  a  reason  why  the  balances  had 
better  be  placed  in  India,  such  as  loamng  out  the 
money  at  a  time  of  difficulty 

11,100.     I   mean  that  ?— Then,    of   course,   it  had 
better  be  used  there. 
0    20000 


11.101.  Would  you  say  first  there  and  then  after- 
wards here !- — The  first  care  of  the  Secretary  of  State 
and  of  all  his  advisers  are  the  mterests  m  India,  and  they 
always  have  been  so  considered  whatever  policy  has  been 
decided  upon. 

11.102.  Now  as  to  the  State  Bank,  vou  made  a  very 
interesting  statement,  with  which  I  may  say  I  agree, 
but  all  people  do  not  agree  with  your  opinion  that 
sometimes  a  State  bank's  duty  to  its  stockholders  and 
its  duty  to  the  State  are  in  conflict  ? — It  is  so  some- 
times. » 

11.103.  Why  have  stockholders  if  you  are  starting 
a  new  bank  ?  Why  should  not  the  Government  find 
the  money  and  get  the  profit  for  the  State  ?  If  you 
had  a  tabula  rasa  and  were  starting  afresh  in  a  fresh 
country,  would  you  have  stockholders  or  would  you 
not  ? — What  would  the  advantage  be  of  a  State  bank 
then  ?  Ton  would  only  have  another  great  organisa- 
tion added  to  your  present  organisation,  and  the 
responsibility  of  Government  would  be  much  greater 
in  looking  after  that. 

11.104.  The  State  bank  in  that  case  would  be  working 
oidy  for  the  State,  because  the  stockholders  would  be 
the  State.  I  am  only  against  the  diverse  elements 
telling  one  against  the  other.  If  you  start  a  bank  in 
which  aU  the  money  belongs  to  the  State,  then  the  bank  is 
working  always  for  the  State  and  never  for  the  private 
shareholder? — I  cannot  think  of  any  instance  where 
that  is  the  case. 

11.105.  Of  late  yeai-s,  at  any  rate,  before  this  ques- 
tion of  a  State  bank  arose,  other  strong  banks  have 
arisen,  and  it  has  been  found  better  or  more  pohtic  to 
take  in  those  banks  and  amalgamate  them  under  a 
State  bank ;  I  am  ti-ying  to  get  your  opinion  on  the 
merits  of  the  case  ? — I  cannot  quite  see  the  advantages 
that  you  would  expect  to  get  from  such  a  State 
bank. 

11.106.  I  think  you  rather  misunderstand  my  ques- 
tion. I  do  not  say  there  would  be  advantages  from  a 
State  bank,  and  I  am  not  on  that  point ;  I  am  on  this 
point — that  if  you  have  a  State  bank,  if  you  are 
obliged  to  have  one,  would  you  have  it  with  stock- 
holders or  would  you  have  it  without  ? — I  must  con- 
sider the  advantages  of  such  a  device  before  I  can 
answer  your  question.  I  do  not  quite  see  who  is  to 
benefit  by  a  State  bank  without  stockholders. 

11.107.  The  State  ?— That  would  be  if  they  had  a 
lai'ge  business  ;  and  then  you  at  once  push  the  State 
into  doing  commercial  business,  which  it  is  not  the 
province  of  the  State  to  undertake. 

11.108.  If  I  may,  for  the  sake  of  argument,  take 
one  case,  the  Bank  of  England,  which  is  not  a  State 
bank  quite,  but  gets  near  to  it,  is  there  ever  a  conflict 
between  the  duty  to  the  shareholders  and  to  the  money 
market  generally  in  the  case  of  the  Bank  of  England  ? 
— I  would  say  yes  to  that,  but  an  unqualified  yes  may 
perhaps  carry  my  meaning  a  little  fm-ther  than  I 
intend.  There  ai-e  times  when  there  must  be  a  conflict 
between  its  duty  from  a  mere  point  of  profit  and  its 
duty  of  keeping  proper  and  sufficient  balances  for,  I 
will  not  say  the  money  mai'ket,  but  the  country  at 
large.  There  must  be ;  and  it  is  very  well  and  evenly 
balanced  in  the  Bank  of  England,  but  the  conflict  is 
there.  As  to  a  State  bank  in  India,  I  think  if  you  had 
such  a  large  institution,  such  an  organisation,  the 
expense  of  it  would  be  so  gi-eat  that  the  advantage  to 
the  State,  the  proflt  to  the  State,  would  be  i-ather  less 
than  the  profit  which  it  would  lose  on  the  present  issue 
of  notes.  On  the  other  hand,  great  expectations  would 
be  raised  as  to  the  duties  of  that  bank.  If  you  had  a 
State  bank  started  now,  it  would  be  expected  Co 
assist  commerce  and  it  would  be  expected  to  assist 
agriculture  in  an  official  way,  and  I  think  that  would 
be  veiy  dangerous. 

11.109.  If  you  are  going  to  call  in  the  shareholder 
in  the  shape  of  other  banks  in  India,  you  would  be 
lauded  at  once  with  a  shareholder  who  was  receiving 
14  per  cent.,  and  who  would  expect  the  same  dividend, 
natiu-ally,  as  he  is  getting  now.  Fi-om  my  own  point 
of  view  I  cannot  see  why  if  you  have  a  State  bank  you 
should  not  have  the  whole  thing  for  the  benefit  of  the 
Government.  Did  I  understand  you  to  say  that  a? 
regards  the   Gold  Standard  Reserve  you  would  keep 
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one-third  in  gold  and  the  rest  in  securities  i* — At  the 
present  time,  my  own  individual  opinion  is  that  you 
ought  to  get  more  than  a  third.  I  would  like  to  work 
up  to,  say,  10  millions.  Subsequently,  I  think, 
supposing  that  the  total  was  40  millions  or  50  millions 
instead  of  the  25  millions  at  which  we  are  at  present 
aiming,  then  I  think  a  third  would  be  sufficient. 

11.110.  {Mr.  Keynes.)  In  considering  what  part  of 
the  note  issiie  would  be  invested  you  quoted  some 
comparative  figures  from  other  countries.  In  the  case 
of  Prance  and  Germany,  for  example.  I  suppose  you 
are  aware  that  the  cash  includes  the  whole  of  the 
banking  resei-ves  of  those  countries  as  well  as  the 
security  against  the  notes  ?— Yes. 

11.111.  So  that  the  note  issue  against  which  this 
cash  is  held  corresponds  to  the  active  note  issue  in 
India,  that  is  to  say,  excluding  what  the  banks  hold 
and  what  the  Government  holds  ? — Tes. 

11.112.  In  the  last  few  minutes  I  have  worked  out 
from  the  last  report  what  the  proportion  of  cash  last 
year  in  India  was  to  the  active  circulation,  and  I  find 
it  was  113  per  cent.  If  your  proposal  were  to  be  acted 
on,  and  the  proportion  that  you  suggested  was  to  be  to 
the  gi'Oss  circulation,  it  would  not  compare  at  all  with 
the  figures  that  you  put  before  us  ? — How  do  you 
arrive  at  the  active  circulation  ? 

11.113.  The  active  circulation  is  the  total  circula- 
tion less  that  pai-t  which  is  in  the  Goveiounent 
treasm-ies  or  in  the  Presidency  banks  ? — Then  I  would 
say  my  proportion  was  aimed  at  the  active  circulation. 

11.114.  Then  your  proposal  is  an  enornjously  big 
one  F — Would  you  mind  giving  me  the  exact  figvires 
of  the  gross  and  actual  circulation  ? 

11.115.  In  1912-13  the  average  gross  circulatiou 
was  65  croi-es  and  the  average  active  circulation  was 
about  45  crores,  and  the  avei-age  cash  held  was  between 
51  and  52  crores  as  against  an  active  circulation  of 
45  crores,  that  is,  113  per  cent  ? — I  think  then  I  ought 
to  cowect  the  answer  I  have  just  given.  It  is  the 
gross  circulation  I  think  that  you  ought  to  have  a 
proportion  of. 

11.116.  If  you  are  speaking  of  gi-oss  circulation 
then  these  figui-es  for  England,  Prance  and  Gennany 
have  no  relevance  to  the  question,  have  they  ? — They 
have  some  relevance,  so  far  as  they  show  what  is  taking 
place  in  ordinary  circumstances  without  any  special 
influence  affecting  the  nxoney  markets. 

11.117.  They  show  how  much  cash  is  held  against 
the  note  issue,  for  the  requirements  of  Government, 
and  as  banking  reserve ;  but  in  India  separate  sums 
are  held  by  the  Government  and  by  the  banks,  so  that 
the  proportion  as  held  a,gainsT;  the  notes  alone  ought 
not  to  be  the  same  proportion  that  is  held  by  these 
Governments  for  all  three  purposes  together,  ought  it  ? 
— :No,  because  you  have  a  different  system  altogether. 
I  think,  as  I  said,  in  a  country  where  your  banking 
system  is  not  so  highly  developed  you  must  have  a 
different  proportion  for  yom-  fiduciary  issue,  and  I 
think  a  smaller  fiduciary  issue  than  is  justified  in  a 
country  where  your  banking  system  is  very  highly 
developed. 

11.118.  No  doubt ;  I  was  only  questioning  the 
relevance  of  these  particular  figures  as  a  guide  to 
what  was  the  sort  of  proportion  other  countries  had 
found  reasonable  ? — They  are  not  a  strict  analogy,  and 
1  admit  that  fully.     They  are  only  given  as  instances. 

11.119.  There  is  this  very  important  difference, 
that  the  cash  in  other  countries  includes  bankers' 
reserves,  and  in  India  it  does  not  ? — Are  the  bankers' 
i-esei-ves  that  ai-e  held  in  India  very  large  ?  I  do  not 
know. 

11.120.  They  are  considerable ;  the  average  hold- 
ing of  bank  notes  by  the  Presidency  banks  would  be 
7  or  8  crores  P — ^Are  the  reserves  held  in  notes  ? 

11.121.  Not  the  whole  of  the  resei-ve,  only  part  of 
the  reserve  is  held  in  notes.  I  see,  on  referring  to  the 
tables,  that  in  1912-13  the  average  for  the  year  held 
in  notes  by  the  Presidency  banks  was  7  crores,  and  at 
one  time  of  the  year  it  was  more  than  10  crores  ? — I 
do  not  wish  to  put  f  oi-ward  these  figures  as  of  very 
great  cogency.  I  only  wish  to  show  what  is  the  pro- 
portion which  I  think  one  could  reasonably  aim  at. 


As  I  said,  I  think  the  problem  must  be  studied  accord- 
ing to  local  conditions  entii-ely,  and  I  do  not  think  any 
analogy  really  can  help  you  very  much.  But  I  do 
think  that  for  the  pui-pose  of  amving  at  the  right 
proportion  of  the  fiduciaiy  issue,  the  gross  ch-culation 
must  be  the  basis ;  notes  held  in  the  reserves  of  the 
Treasmy  or  the  banks  may  become  part  of  the  active 
circulation  at  any  moment,  in  the  same  Way  as  notes 
held  in  the  banking  department  of  the  Bank  of 
England. 

11,122.  A  witness  whom  we  are  to  examine  later  to- 
day has  put  in  a  m.emorandum*  in  which  he  suggests  that 
the  Government  of  India  might  consider  buying  their 
silver  in  Bombay  instead  of  in  London.  The  reason 
he  gave  for  that  is  that  in  London  the  market  is  a 
veiy  narrow  one,  being  in  the  hands  of  four  brokers, 
and  in  Bombay  it  is  a  wider  one  ;  also  that  Bombay  is 
in  close  relation  to  the  two  places  where  there  are 
gi-eat  stocks  of  silver,  namely,  Shanghai  and  London. 
What  have  you  to  say  to  that  suggestion  ? — I  think 
you  have  greater  experience  ori  this  Commission  than 
I  can  command.  The  great  difiicnlty  in  these  matters 
is  secrecy,  and  whether,  if  the  Govemment  begins  to 
buy  in  Bombay,  that  fact  could  be  kept  secret  I  am 
not  prepared  to  say. 

11.123.  At  present  it  is  only  under  exceptional 
circumstances  that  the  purchases  are  kept  secret  in 
London,  is  it  not  ? — I  think  it  has  only  been  during  one 
period  that  they  have  been  kept  secret. 

11.124.  So  there  is  not  much  to  choose  on  that 
score  in  general  ? — But  it  has  been  demonstrated  that 
they  could  be  kept  secret. 

11.125.  I  put  it  to  you  that  there  are  certain 
attractions  in  the  proposal  for  buying  in  Bombay. 
One  of  the  things  which  is  open  to  criticism  is  that 
the  Government  is  bringing  money  across  in  anticipation 
of  silver  piu-chases,  and  if  they  bought  their  silver  in 
Bombay  it  would  not  be  necessaiy  for  them  to  do  that, 
as  it  would  be  done  in  the  ordinary  course  of  business  ? 
— I  am  only  speaking  from  memory  now,  but  I  think 
there  is  no  abstract  objection  to  these  purchases  being 
carried  on  in  India,  and  I  think  from  time  to  time  the 
Government  have  received  tenders  in  India  and  have 
accepted  them.     That  is  my  impression. 

11.126.  That  has  not  been  done  recently,  has  it  ? — 
Not  recently,  but  I  beheve  it  has  been  done,  and  there 
is  no  objection  to  it. 

11.127.  It  has  been  regarded  recently  as  wholly  a 
matter  for  the  India  Office,  has  it  not ;  I  mean  the 
officials  of  the  Government  of  India  have  not  even 
considered  on  what  terms  they  could  get  silver  in 
Bombay  ?— I  do  not  think  that  is  so  entirely,  I  think 
there  is  correspondence  between  the  Government  of 
India  and  the  India  Office  as  to  the  best  manner  of 
conductmg  the  purchases.  I  think  it  has  been  cer 
tainly  considered  from  time  to  time  whether  it  would 
not  be  better  to  invite  tenders,  and  I  have  no  doubt 
that  it  will  be  considered  again.  I  do  not  admit 
that  the  London  market  is  a  narrow  one — it  is  the 
largest  in  the  world. 

11.128.  (Sir  Shapurji  Broacha.)  The  maintenance  of 
exchange  at  Is.  4d.,  I  suppose,  is  a  condition  pi-ecedent 
to  the  proper  management  of  the  gold  resei-ves  ?— 
Absolutely— I  mean  round  about  Is.  4-d.,  and  within 
the  two  gold  points. 

11.129.  Suppose  the  Government  were  to  announce 
that  they  were  responsible  for  maintaining  exchange 
at  Is.  4d.,  do  you  not  think  it  would  aUay  fears  as  to 
the  way  in  which  they  manage  the  gold  in  their 
reserves  and  other  gold  ?— Do  you  mean  by  that  that 
they  should  undertake  to  sell  gold  in  India  against 
rupees  ? 

11.130.  No,  I  mean  that  they  should  not  allow  the 
exchange  to  go  below  the  par  of  Is.  id.  ?— That  is  the 
policy  of  the  Government  altogether,  and  they  have 
done  the  best  they  could  to  secure  that. 

^■u  }^'^^}-  "^^y  ^^^  refused  to  do  it,  and  witnesses 
that  we  have  heard  have  said  it  is  not  right  foi-  the 
Government  to  do  it  ?— Surely,  during  the  crisis,  the 
one  object  of  the  Govemment  wae  to  maintain  the 
exchange,  and  they  have  done  it. 
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11,132.  I  think  you  can  see  from  the  correspondence 
how  hesitating  they  were ;  after  a  good  deal  of  haggling 
I  must  say  that  they  ultimately  did  the  right  thing, 
but  they  did  not  commence  with  the  right  ? — I  think  I 
must  demur  to  that  statement,  certainly  as  far  as  the 
action  of  the  India  Office  is  concerned.  At  the  com- 
mencement of  an  vinexpected  crisis  which  had  never 
arisen  before  perhaps  there  is  a  kind  of  hesitation  which 
when  it  occurs  the  second  time,  will  not  talce  place. 
But  beyond  a  certain  amount  of  immediate  indecision 
at  the  time  on  the  part  on  the  part  of  the  officials,  I 
think,  when  the  Government  took  the  matter  into 
consideration,  that  exchange  crisis  was  stopped  and 
proper  measures  were  taken. 

11.133.  I  have  nothing  to  say  about  their  considered 
action  afterwards,  but  they  were  not  very  sm-e  of  their 
ground  at  the  beginning,  and  Lord  Morley  wired  to 
India  pot  to  give  gold  ? — That  involves  another  ques- 
tion ;  what  do  you  mean,  giving  gold  or  keeping  up 
exchange  ? 

11.134.  "What  I  mean  to  say  is  that  in  fact  they 
gave  no  direction  at  aU  at  the  beginning.  They  talked 
of  10  lakhs  and  35  lakhs  and  all  this  and  that,  until 
they  came  to  their  right  senses,  gind  by  the  advice  of 
the  India  Ootmoil  they  maintained  exchange  at  Is.  4d. ; 
but  if  they  had  taken  the  same  course  sqme  15  or  20 
days  eai'lier,  the  exchange  might  not  have  gone  down 
as  it  did  ?— At  the  same  time,  ultimately  the  proper 
action  was  taken. 

11.135.  Ultimately  I  agree  it  was  ? — My  point  is 
that  this  was  the  first  time  a  crisis  of  that  kind  had 
arisen,  and  perhaps  the  machinery  was  imperfect  for 
dealing  with  it  immedia,tely.  I  think,  now  that  ex- 
perience has  been  gained,  that  experience  will  be  taken 
advantage  of  in  future. 

11.136.  To\i  are  in  favour  of  giving  whatever  gold 
is  asked  for  in  ladia  to  the  people  as  they  come  with 
their  rupees  for  it  ? — ^I  would  give  whatever  gold  is 
asked  for  up  to  the  last  penny,  At  the  same  time,  I 
should  not  be  prepared  to  announce  to  the  public  at 
large  that  at  all  times  we  would  give  gold  in  exchange 
for  rupees.  I  should  say  We  will  give  it  up  to  the 
extent  of  our  resources.  On  the  other  hand,  we  are 
always  prepared  to  keep  exchange  at  Is.  4d.,  bvit  that 
is  a  different  q\testion. 

11.137.  Tou  say,  speaking  of  loans  from  the  Ti-easury 
balances,  "  Advances  might  be  made  to  the  Presidency 
"  banks  against  security  when  the  bank  rate  is  high — 
"  6  per  cent,  or  7  per  cent. — ^at  1  per  cent,  below  that 
'■■  rate,  provided  that  the  balances  are  sufficiently  high 
"  to  admit  of  their  being  made  without  interfering 
"  with  the  general  policy  of  the  Government  as  regards 
"  exchange  and  reduction  or  avoidance  of  debt." 
That  is  giving  them  a  rather  large  pretence  for  refusing, 
is  it  not  P— I  think  the  general  policy  must  not  be 
interfered  with.  Tou  assist  trade  when  you  can,  but 
you  do  not  make  it  youi-  primary  business  to  assist 
trade. 

11.138.  You  always  think  that  balances  lent  in  this 
country  to  the  extent  of  20  millions  ai-e  absolutely 
saf$,  but  are  you  certain  of  that  ?— I  am  perfectly 
confident,  humanly  speaking,_  that  the  balances  are 
safe. 

11 139  If  2  or  3  millions  were  lent  in  India,  would 
not  the  Government  have  perfect  confidence  in  their 
bemg  returned  when  wanted  ?— I  have  not  the  slightest 
doubt  about  that  either.  At  the  same  time  there  is 
this  difference  :  A  oalUng-in  of  balances  here  m  this 
market  in  a  time  of  stringency,  would  take  place 
without  any  personal  consideration  at  all,  tor  the 
individual  from  whom  the  money  is  called,  or  tor  the 
condition  of  the  market.  The  condition  that  prevails 
here  is  piu-ely  one  between  the  boii-ower  and  the 
lender,  and  the  lender  would  in  time  of  crisis  be  in  a 
position  to  ask  for  his  pound  of  flesh.  But  tiirnmg  to 
India,  when  the  money  has  been  lent  out  there,  for 
the  distinct  purpose  of  assisting  trade  or  avoiding  a 
difficulty  in  trade,  then  the  Government  in  critical 
times  would  be  placed  in  a  very  difficult  position, 
because  by  insisting  on  repayment  at  the  period  when 


it  is  due,  they  might  aggravate  a  crisis  at  the  time, 
and  therefore  they  might  hesitate.  For  that  reason, 
I  think  your  money  is  not  so  immediately  available 
when  it  is  lent  out  in  India  as  when  it  is  lent  out  here. 

11,140.  I  think  you  are  mistaken,  and  that  without 
disturbing  the  market,  when  money  is  borrowed  by  the 
Presidency  Banks  on  the  security  of  Government  paper 
we  can  rest  assured  that  it  will  come  back  on  the  very 
day  it  is  wanted.  But  it  is  not  certain  that  one  of 
yom*  seven  banks,  taking  these  deposits  without 
security,  would  not  fail;  it  is  possible  that  one  of 
those  banks  might  fail,  and  then  you  would  be  left 
without  security.  If  a  Presidency  Bank  fails,  still 
there  is  the  Government  paper.  Therefore,  I  say  you 
have  absolute  security  if  you  lend  3  millions  in  India, 
and  the  lending  of  the  money  should  not  be  hampered 
by  conditions  about  exchange  and  the  reduction  or 
avoidance  of  debt  ? — ^As  far  as  I  know  no  security  is 
now  given  by  the  Presidency  Banks  for  the  large 
Government  balances.  The  question  to  which  I  ain 
refei-ring  is  the  question  of  temporary  advances  from 
the  Treasury  balances.  All  I  say  is  th^t  if  the  Treasury 
balances  are  sufficiently  high  they  might  be  lent,  if  they 
can  be  lent  without  interfering  with  the  general  policy 
of  Government  as  to  its  future  expenditure,  and  as  to  its 
general  manner  of  disposing  of  its  funds.  They  might 
be  lent  for  temporary  purposes  instead  of  being  locked 
up  in  the  Treasury.  Tou  raise  the  whole  question  of 
the  balances  being  held  in  London  and  not  in  India ;  1 
think  that  has  been  dealt  with  very  thoi*oughly  in  the 
official  evidence,  and  I  think  very  good  reasons  hav^ 
been  shown  why  it  is  preferable  to  hold  them  herf 

11.141.  Suppose  the  reduction  of  debt  were  to  wa,it 
for  the  three  months,  what  great  harm  would  be  done 
to  the  Government  ?  Tou  remember  that  the  Secre- 
tary of  State  was  very  nervous  about  sending  money 
out  from  England  in  1906,  and  offered  to  the  Govern- 
ment of  India  many  alternatives.  Suppose  a  reduction 
of  debt  were  to  wait  for  three  months,  and  the  money 
were  to  be  used  by  the  people  from  whose  pocket  the 
money  has  come,  where  is  the  harm  ? — I  do  not  say 
that  three  months  would  make  much  difference. 

11.142.  The  combined  balances  of  the  Secretary  (£ 
State  and  the  Govenunent  of  India  have  for  many 
years  never  fallen  under  12  or  15  millions,  and  I  thirUt 
any  Government  could  go  on  for  three  months  with 
that  ? — ^Tes,  but  I  think  I  have  shown  there  is  a  reason 
why  the  balances  should  be  larger.  I  do  not  think 
10  millions  or  12  millions  as  a  combined  balance  is 
enough. 

11.143.  It  would  avoid  invidious  criticism  against 
the  Secretary  of  State.  To  turn  to  another  point,  you 
say  that  the  Bank  of  England  notes  do  not  run  in 
Scotland  ? — That  is  so. 

11.144.  So,  of  course,  the  Bank  of  England  is 
confined  to  a  veiy  small  space,  namely,  England  ani 
Wales  ? — That  is  so. 

11.145.  Do  I  understand  that  the  Bank  of  Ireland 
also  has  notes  of  its  own  ? — Tes. 

11.146.  When  your  kindred  people  like  the  Irish 
and  the  Scotch  will  not  allow  the  Bank  of  England 
notes  to  run  in  their  little  territories,  I  suppose 
you  can  have  some  consideration  for  the  vast  and 
divers  populations  of  India  ?  —  I  have  ventured  to 
express  the  opinion  that  we  should  have  that  con- 
sideration. At  the  same  time,  when  you  say  the  Bank 
of  England  does  not  run  in  Scotland,  I  think  you  would 
have  no  difficulty  in  getting  rid  of  a  Bank  oi  England 
note  there  and  getting  value  for  it. 

11.147.  But  a  Bank  of  England  note  is  not  legal 
there  ? — No,  it  is  not. 

11.148.  There  is  no  great  harm  in  taking  Bank  of 
England  notes  even  though  it  is  not  legal  tender,  so  it 
must  be  a  question  of  prejudice  with  some  people,  and 
they  do  not  like  the  Bank  of  England  to  be  supreme 
over  Scotland ;  it  must  be  some  such  sentimental 
reason  and  nothing  else  ? — It  is  a  system  which  is  the 
i"esult  of  gradual  evolution.  I  do  not  think,  judging 
from  the  Scottish  character  generally,  that  they  would 
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like  to  change.     They  iiave  a  highly  eflScient  banking 
system  which  works. very  well. 

11.149.  I  suppose  that  the  initiative  of  the  purchase 
of  silver  comes  from  India,  does  it  not,  or  does  it  come 
from  the  Government  here,  or  do  both  watch  ? — It  is 
the  business  of  the  Government  of  India,  certainly,  to 
watch  their  cuwency  reserves  and  to  suggest  purchases 
when  the  time  has  amved. 

11.150.  We  have  a  witness  coming  who  says*  Bombay 
IS  a  larger  market  than  London  in  silver,  and  that  the 
silver  should  l)e  purchased  in  Bombay.  Lord  Inchcape 
told  us  yesterday  that  it  should  be  pui-ohased  always 
in  London.  Suppose  the  initiative  comes  from  India, 
why  should  not  India  take  advantage  of  the  best 
market  at  the  time,  whether  Bombay  or  London  ?  It 
would  be  less  known  if  known  to  the  Government  of 
India  alone,  and  they  bought  in  India,  and  less 
published,  I  should  say.' — ^I  think  I  have  given  my 
answer  to  that  question  already.  In  answer  to 
Mr.  Keynes  I  said  there  is  no  objection  in  theory,  nor 
has  there  ever  been  an  objection  i-aised  by  the  India 
Office  as  far  as  I  am  aware,  to  silver  pm-chases  being 
carried  on  in  India. 

11.151.  I  know  that  in  1904-5  I  got  a  large  amoimt 
of  silver  in  Bombay  on  an  order  fi'om  the  Comptroller- 
General,  but  the  Home  Government  stopped  any  such 
action  in  future.  Therefore  India  has  been  deprived 
of  any  benefit  of  tlie  siK-er  market  that  she  has  ? — I 
was  not  at  the  India  Office  in  1905.  I  only  know  from 
the  conversations  we  have  had  frequently  on  these 
questions  that  the  possibility  of  buying  in  India  has 
never  been  excluded. 

11.152.  I  know  for  a  fact  that  2  or  3  millions 
could  have  been  bought  last  year  in  India  at  2d.  lower 
than  it  was  bought  in  London ;  in  fact,  I  think  I  know 
that  2  millions  were  offered  by  a  native  banker  .^ — 
I  have  seen  that  statement  made,  and  the  point  has 
also  been  raised  in  Parliament ;  in  fact,  I  believe  a 
question  was  asked  about  it.  No  such  offer  was  ever 
brought  to  the  knowledge  of  the  India  Office,  and  we 
have  had  no  information  about  it  at  all.  When  the 
question  was  asked  in  Parliament  inquiries  were  made 
in  India,  and  the  answer  of  the  Government  was  that 
they  could  not  trace  such  an  offer. 

11.153.  I)o  you  know  it  was  sold  as  silver  to  the 
Government  here  .'' — When  .■ 

11.154.  Just  now.  The  Government  bought  4J 
millions,  or  something  like  that;  of  that  quantity 
3  millions  belonged  to  an  Indian  owner,  and  I  gave  a 
million.  Therefore  I  think  Indians  are  imjustifiably 
debarred  from  being  allowed  to  take  advantage  of 
their  silver  mailcet.  I  think  it  is  probably  the  largest 
silver  market  in  tlie  world.  At  any  i-ate,  it  is  certainly 
the  Bombay  price  that  makes  the  exchange  in  the 
East  ? — I  have  ali-eady  answered  that  there  is  no  objec- 
tion in  the  India  Office  to  these  purchases  being  can-ied 
out  in  India.  What  we  shall  try  to  do  as  long  as  we 
control  the  purchases  of  India  is  to  buy  in  the  cheapest 
possible  market  and  with  the  greatest  advantage  to 
Indian  revenues.     That  will  be  our  business. 

11.155.  {Sir  James  Beghie.)  There  is  one  point  I 
am  not  quite  sure  that  I  caught  your  meaning  about, 
and  that  is  with  reference  to  the  reserve  against 
savings  bank  balances.  Talking  about  the  balances 
held  in  London,  I  understood  that  you  would  regard 
them  as  reseiwes  against  the  Savings  Bank  balances  in 
India ;  was  that  yoiu-  meaning  ? — No ;  I  was  refei-ring 
to  the  general  balances,  the  total  balances,  both  in  India 
and  in  London,  the  question  of  holding  balances  at  all, 
and  the  criticism  which  has  been  raised  that  the  balances 
altogether  have  been  too  large,  whether  in  India  or  in 
London.  I  said  that  one  of  the  points  which  has  to  be 
remembered  is  that  there  is  no  special  balance  or 
resei-ve  held  against  Savings  Bank  deposits,  and  that 
is  a  liability  of  the  Government  which  they  might  have 
to  meet,  and  which  ought  to  be  considered. 

11.156.  [Mr.  Gillan.)  The  position  as  it  is  generally 
understood  is,  is  it  not,  that  the  management  of  the 
balances  of  the  Government  in  India  rests  with  the 
Government  of  India  P — Tes,  that  is  so. 
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11.157.  I  think  you  said  in  answer  to  the  Chairman 
that  as  regards  loans  from  those  balances  the  Secre- 
tary of  State  would  be  ready  to  caiTy  out  the  ideas  of 
the  Government  of  India .'' — Cei-tainly. 

11.158.  I  want   to  make   that   position   absolutely 
clear  if  I  can,  and  to  do  so  I  wUl  refer  first  to  some 
correspondence  that  took  place  on  the  subject  in  1899.* 
Tou  will  remember  that  in  that  year  the  Government 
of  India  made  a  definite  proposal  to  the  Secretary  of 
State   that   it  should   be  "  recognised  as  part   of  the 
"  ordinary  business   of  management  of  the  Treasm-y 
"  balances  to  lend  money  to  the  Treasury  banks  at 
"  1  per  cent,  less  than  the  declared  minimum  rate  of 
"  discount  of  the  borrowing  bank."     The  answer  of 
the  Secretaiy  of  State  to  that  proposal  was  that,  as  the 
Government  of  India  had  pointed  out,  it  might  inter- 
fere with  his  Council  Bill  operations.     He  regretted, 
therefore,  for  that  and   other  reasons,  that  he  could 
not   accede  to  the  proposal.      He   said :    "  It  is  im- 
"  possible  to  prescribe  any  specific  amount  which  must 
"  be  retained  in  the  Reserve  Treasury  or  be  otherwise 
"  at   the   command   of    the    Comptroller- Genei'al    on 
"  short  notice,  in  order  to  meet  not  merely  the  dis- 
"  bursements  of  your  Government  in  India  but  also 
"  the  probable  amount  of  remittances  to  England  ;  and 
"  it  is  essential  that  an  adequate  provision  should  be 
"  made   for   these  pm-poses.      Subject  to   this   being 
"  maintained,   I   see    no   objection    to   your    lending 
"  money  to  the  Presidency  Banks  on  the  security  of 
"  Government  paper,  at   such  rate  of   interest  from 
"  time  to  time,  and   for  such  periods,  as  you  think 
"  best.     I  am  inclined  to  think  that  the  rate  should, 
"  as  a  rule,  be  not  below  Bank  rate."     That  is  to  say, 
on   that  occasion   he   negatived  the  proposal   of  the 
Government  of   India,  and   he  gave   them   a   certain 
direction  as  to  the  rate  of  interest  that  he  thought 
they  should  charge.     The  position,  as  I  think  it  has 
been  put  before  us,  is  something  like  this  :  The  manage- 
ment of  the  balances  in  India  is  said  to  rest  with  the 
GoveiTunent  of  India,  but  when  it  comes  to  a  matter 
of  the  lending  otit  of  those  balances  they  find  them- 
selves up  against  the  policy  of  Council  Bills,  and  the 
Government  of  India  on  their  part  have  imderstood 
that  the  direction  of  the  policy  of  Council  Bills  rests 
with  the  Secretary  of  State.     Would  you  accept  that 
statement? — I   am   not   very   familiar   with   the   cor- 
respondence   that  took   place   in    1899,    or   with    the 
policy  that  prevailed  at   that  time.     1  would  rather 
rely  on  the  official  evidence  which  has  been  given  by 
the  official  witnesses  than  on  any  views  which  lean, 
express.     I  think  temporary  advances  might  be  made 
against  security  when  the  bank  i-ate  is  high,  provided 
the  balances  are  sufficiently  high   to   admit  of  these 
advances   being    made   without   interfering    with    the 
genei-al  policy  of  the  Government  as  regards  exchange 
and  other  matters.      I  do  not  think  you  make  a  very 
strong  point  of  the  1  per  cent,  below  bank  rate,  or  do 
you  attach  much  importance  to  that  ? 

11.159.  I  will  come  to  that  later,  if  I  may.  The 
point  I  wish  to  make  at  present  is  that  there  seems  to 
have  been  a  certain  amount  of  division  of  responsibility, 
I  will  say,  in  the  matter  of  the  direction  of  this  policy 
of  loans  in  India  and  of  Councils.  The  one  is  supposed 
to  be  done  in  India  and  the  other  at  home.  Has  the 
Secretary  of  State  in  the  past  actually  consulted  the 
Government  of  India  as  to  the  amoimt  and  time  of  his 
Council  Bills  ?— I  should  not  like  to  speak  positively 
as  to  official  enquiries  being  made  in  official  corre- 
spondence. I  can  only  speak  from  recollection,  but  I 
do  know  that  it  has  been  the  invariable  practice  to 
enquire  from  the  Government  of  India  what  bahinces 
are  available,  and  what  balances  they  think  they  have 
got  to  keep  in  India,  and  how  much  will  be  available 
over  here.     That  is  the  policy. 

11.160.  It  is  assumed,  that  whatever  is  available  in 
India  may  be  drawn  away  from  there,  is  it  ?— Unless 
the  Government  tells  us  that  they  prefer  to  keep  so 
much  for  loans  out  there. 

11.161.  Let  us  go  to  the  recent  occasion  on  which 
this  matter  of  loans  came  up.  The  other  day  the 
Government  of  India  again  put  forward  certain  pro-. 
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posals*  for  lenclins  out  their  balances  in  Lidia  ?— That 
is  so. 

11.162.  The  Secretary  of  State  then  suggested*  that 
instead  of  giving  loans  at  IJ  to  2  per  cent,  below  bank 
rate,  they  should  be  given  at  1  per  cent,  below  bank 
rate  ? — ^Tes. 

11.163.  The  point  I  want  to  get  at  is,  not  what  is 
the  proper  rate  to  fix,  but  that  the  rate  fixed  would  in 
any  case  afEect  the  extent  to  which  the  offer  of  the 
Government  to  lend  money  was  taken  advantage  of 
in  India,  according  as  the  rates  were  more  or  less 
favoui-able  ;  is  that  not  so  ? — Would  it  ?  The  bank 
rate  is,  say,  7  per  cent.  That  means,  if  I  understand 
the  position  rightly,  but  I  am  not  quite  familiar  with 
the  position,  that  the  Presidency  banks  charge  7  per 
cent,  for  their  loans,  and  if  they  could  get  the  money 
at  6  per  cent.,  or  if  they  could  get  it  at  5 J  per 
cent.,  the  difference  represents  only  an  additional 
profit  to  them,  but  not  an  additional  amount  available 
to  the  community. 

11.164.  To  that  extent  they  might  be  more  inclined 
to  take  advantage  of  the  ofEer ;  that  is  what  I  meant 
by  saying  if  they  were  given  more  favourable  terms  ? 
— They  might,  bvit  the  public  would  not  benefit. 

11.165.  The  Presidency  banks  would  ? — The  Presi- 
dency banks  would  benefit,  but  not  the  public.  As  the 
policy  is  one  which  is  intended  to  benefit  the  public  at 
large,  I  think  it  is  equally  carried  out  with  the  1  per 
cent,  margin  as  with  the  1|  per  cent. 

11.166.  {Mr.  Keynes.)  If  the  Presidency  banks  took 
more,  then  the  public  would  get  more  ? — They  would 
not  get  more,  but  the  Presidency  Banks  would  get  it  at 
the  higher  rate. 

11.167.  If  the  public  got  more  at  the  lower  rate, 
that  would  be  more  satisfactory  to  them  ? — The  ques- 
tion is,  why  should  the  Presidency  banks  get  this  large 
profit  at  the  expense  of  the  Government  ? 

11.168.  Mr.  GiUan  put  it  that  if  you  ofEer  the 
Presidency  banks  better  terms,  they  will  take  more 
money,  and  if  they  take  more  money,  more  money 
wUl  reach  the  public  ? — I  am  not  quite  sure  that  I 
agree  with  that,  because  I  think  some  of  the  corre- 
spondence shows  that  at  one  time  the  Presidency  banks 
were  quite  willing  to  take  it  at  the  bank  rate,  because 
they  were  not  going  to  work  for  profit,  but  simply  to 
have  the  money  available  for  lending.  Now,  if  they 
can  get  it  at  6  per  cent.,  surely  they  will  take  as  much 
as  they  can  lend  at  7  per  cent. 

11.169.  (Mr.  Gillan.)  I  am  not  suggesting  at 
present  that  the  proposal  of  the  Government  of  India 
was  right,  or  that  the  decision  of  the  Secretary  of 
State  was  right,  but  merely  that  the  amount  taken  in 
India  would  probably  depend  on  the  terms  offered  ?— 
I  cannot  quite  agree  with  that.         , 

11.170.  Would  you  agree  in  any  case  that  there  is, 
so  to  speak,  a  sort  of  competition  between  the  demands 
for  Government  money  in  India  and  the  demands  for 
it,  or  the  uses  to  which  it  can  be  put,  in  London;  that 
is  to  say,  do  the  loans  in  India  to  a  certain  extent 
compete  with  loans  in  London  ? — I  do  not  think  that 
is  a  consideration  which  has  ever  been  taken  mto 
account  here. 

11.171.  But  there  is  that  competition,  is  there  not, 
and  the  more  money  you  lend  in  India  the  less  you 
have  to  lend  at  home?— That  is  so,  unless  it  was 
followed  UD  by  an  addition  to  the  currency. 

11,172.'  I  do  not  quite  see  how  that  follows.  This 
is  a  matter  of  the  balances  of  the  Government ;  if  they 
have  got  so  much  and  they  have  lent  out  more  m  India^, 
then  they  have  less  to  lend  out  at  home  ?— Yes.  _  At 
that  time,  if  the  Treasm-y  balances  were  not  sufficient 
to  meet  Council  drafts,  then  silver  would  have  to  be 
shipped  and  coined.  ■■•jv.        j. 

11.173.  I  think  that  gets  on  rather  a  different 
pomt  ?— Yes,  it  does.  Speaking  broadly,  I  agree  with 
you  that  the  more  there  is  lent  in  India  the  less  there 
is  for  home,  but  it  will  be  only  temporary,  because 
it  is  only  to  be  lent  for  temporary  purposes. 

11.174.  That  being  so,  I  must  put  this  to  you  qmte 
plainly:  Is  the  position  of  those  members  ot  the 
Secretary  of  State's  CouncU  not  rather^vidious  who 

*  ,Ste  Appendix  XXXVII.,  pages  701-5. 


have  to  decide  on  the  distribution  of  the  Secretary  of 
State's  balances  as  between  India  and  London  ? — No,  I 
cannot  accept  that  view  at  all. 

11.175.  Tou  cannot  understand  that  there  should  be 
in  India  a  feeling  that  they  would  like  to  have  some 
direct  representation  pf  Indian  interests  on  the  Council, 
since  questions  of  this  sort  involving  a  divergence  of 
interests  do  come  up  ? — I  can  quite  understand  that 
there  may  be  such  a  sentiment  in  India,  but  that  was  not 
your  first  question  nor  do  I  admit  that  there  is  a 
divergence  of  interests.  I  think  your  first  question  was  : 
Did  it  place  the  finance  members  of  the  Council  in  an 
invidious  position?  I  really  think  that  it  does  not, 
because  they  only  do  try  to  look,  and  they  do  look, 
at  those  matters  from  the  Indian  point  of  viev.-,  and  not 
from  the  London  point  of  view. 

11.176.  That  I  quite  understand  ? — There  is  no  difii- 
culty  when  you  are  acting  in  this  capacity  here,  I  think, 
in  looking  at  matters  from  that  particular  poiat  of  view. 

11.177.  What  would  be  your  position  with  regard 
to  this  sentiment  that  I  have  mentioned  ?  I  think  we 
were  told  yestei-day  by  Lord  Inohcape  that  he  thought 
any  sentiment  of  that  kmd  might  be  quite  safely 
disregai'ded,  and  you  mentioned  it  this  morning  in 
answer  to  the  Chairman  as  a  matter  of  sentiment  which 
is  rather  apt  to  prejudice  any  propo.sal  in  the  financial 
world  ? — Personally  I  think  you  ought  to  meet  senti- 
ment whenever  it  is  consistent  with  the  general  policy. 
If  that  is  the  general  feeling,  I  see  no  reason  why  some 
consideration  should  not  be  shown  to  that  sentiment, 
provided  you  can  get  the  same  services  from  the  person 
who  is  looked  upon  as  representing  Indian  interests  ; 
but  I  should  be  very  soiiy  to  see  an  element  of  conflict 
introduced  into  the  Council  or  the  Finance  Committee, 
and  to  say  that  one  particular  member  is  there  to 
represent  Indian  interests,  and  another  member  is  there 
to  represent  London  interests.  I  think  that  would  be 
very  undesirable  indeed.  We  are  all  there  for  the  one 
purpose,  and  that  is  for  Indian  interests  alone,  and  for 
nothing  else. 

11.178.  I  quite  see  yoiu-  point,  but  at  the  same  time 
is  it  not  important  to  make  sure  that  there  is  a  repre- 
sentation of  Indian  interests,  and  that  there  is  someone 
whom  the  Indian  public  would  recognise  as  being  there 
to  support  their  case  or  the  case  of  the  Government  of 
India  ? — I  think  it  is  a  great  pity  that  it  should  be 
considered  necessaiy  to  prove  that  to  the  Indian  public. 
I  should  have  thought  that,  after  all,  the  interests  of 
India  can  be  shown  to  have  been  sufiiciently  safeguarded 
in  every  possible  way.  Looking  at  the  last  10  years, 
India  has  been  very  prosperous,  her  trade  has  pro- 
gressed ;  she  has  developed  wonderfully  ;  railways  have 
been  built  and  debt  reduced,  and  I  do  not  think,  in  the 
face  of  that,  it  could  be  said  that  her  interests  have 
not  been  sufficiently  safeguarded  in  the  management 
of  her  financial  affairs. 

(Mr.  Gillan.)  I  am  not  suggestiag  for  a  moment 
that  they  have  not  been  safeguarded.  As  Mr.  Keynes 
put  the  point  to  Lord  Inohcape  yesterday,  that  should 
be  shovfn  visibly,  so  that  no  one  can  make  any  possible 
mistake,  or  be  under  any  possible  misconception  or 
misapprehension  about  it  ? — It  depends  very  much 
upon  what  importance  you  attach  to  this  sentiment. 

11.179.  (Lord  Faher.)  I  imderstand  you  to  say  that, 
everythiug  else  from  the  busiaess  point  of  view  being 
equal,  you  would  pay  due  attention  to  sentiment  ? — 
Certainly,  and  I  am  quite  certain  that  the  Seci-etaa-y 
of  State,  in  selectiag  his  members  of  Council,  would 
have  regard  to  that  sentiment,  and  select  men  of  suit- 
able experience.  But  I  can  only  repeat  what  I  have 
said :  I  am  afraid  it  woidd  be  a  retrograde  step  to 
appoint  one  particular  member  on  the  Council  of  India 
to  represent  Indian  interests. 

11.180.  (Mr.  Gillan.)  I  wiU  put  it  to  you  this  way  : 
Lord  Inchcape's  position,  I  think,  was  this,  as  he  put 
it  to  us  yesterday ;  he  said :  "  Make  sure,  in  poiat  of 
"  fact,  that  the  iuterests  of  India  are  safeguarded, 
"  but,  having  done  so,  you  may  disregard  any  outside 
■'  sentiment,". which  he  looked  on  as  uninstmcted.  Is 
that  your  position  ? — Tes,  more  or  less,  I  think  it  is. 
There  wUl  always  be  a  cei-tain  amount  of  outside 
criticism.  Any  Government  will  be  criticised,  and  the 
question  is  whether  the  criticism  is  reasonable  or  not. 
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I  think  there  is  a  considerable  amount  of  well-informed 
criticism,  and  i  am  quite  siu'e  that  it  will  always  be 
regarded.  The  best  men  should  be  selected — men 
representing  India  in  all  her  aspects,  financial  as  well 
as  others.  I  think  the  Secretary  of  State  would  desire 
lo  have  men  of  Indian  financial  expei-ience  on  the 
Council,  but  I  do  not  think  he  ought  to  go  very  much 
further,  and  I  should  almost  look  upon  it  as  a  dalamity 
if  one  member  was  appointed  especially  to  look  after 
Indian  interests  on  the  India  CouilCil,  which  suggests 
that  those  intei'ests  are  not  sufficiently  Considered  and 
other  interests  ax-e  taken  into  consideration.  But  have 
Indian  experience  by  all  means. 

11.181.  I  do  uot  think  I  have  quite  got  your  mind 
oil  the  subject  yet.  Looking  to  the  political  develop- 
ment ol  India,  and  the  relations  of  India  and  England, 
do  you  think  it  would  be  wise  to  advise  the  Secretary 
of  State  to  pay  no  attention  to  the  appearances  of 
things  ? — ^If  it  is  only  the  appearances  of  things,  then 
I  think  we  can  disregard  them. 

11.182.  I  will  go  on  now  to  the  matter  of  the 
management  of  Council  BUls.  With  regard  to  the 
recent  large  balances,  I  take  it  your  view  has  been 
that  there  were  various  reasons  why  large  balances 
should  be  held.  We  have  heard  of  the  condition  of 
the  fijiancial  market,  the  difficulty  of  bon-Owing,  the 
difficulty  of  the  situation,  and  so  on;  that  seems  to 
me  to  be.  a  jtistification  for  large  bala,nces,  but  I  do 
not  see  that  it  is  relevant  to  the  question  of  holding 
them  in  London ;  that  is  to  say,  the  Government,  in 
view  of  these  conditions  that  you  have  mentioned, 
ought  to  have  Ifirge  balances,  but  not  necessarily  at 
home.  Is  that  not  so  ?- — I  think  I  also  say  that  while 
there  are  reasons  for  the  desirability  of  keeping  large 
balances,  the  fact  that  they  grew  to  this  extent  is 
not  due  to  any  policy,  but  is  due  to  accidental 
circumstances  which  have  been  explained.  The  only 
case  in  which  I  think  the  balances  might  have  been 
decreased,  as  I  mentioned  this  morning,  was  the  case 
of  the  India  Bills,  which  might  have  been  paid  off  six 
months  before  they  actually  were. 

11.183.  (Chairman.)  Mr.  Gillan  is  now  on  rather  a 
different  point.  He  Is  not  questioning  for  the  moment, 
I  think,  the  amount  of  the  balances,  but  he  is  putting 
to  you  that  you  had  not  explained  the  reasons  for 
which  you  thought  that  the  balances,  or  so  large  a 
proportion  of  them,  whatever  they  Were,  ought  to  be 
kept  in  Loudon,  rather  thab  in  India  ? — ^It  is  maillly 
a  question  of  exchange,  and  of  the  liabilities  of  the 
Government  being  due  in  London,  rathel'  than  in  India. 
The  payments  have  to  be  made  here  for  purchases,  and 
for  all  the  home  services,  and  eventually  the  pressure 
of  keepiug  up  exchange  Would  fall  On  LoHdon.  Also  up 
to  tliis  time  we  have  really  had  no  useful  methods  of 
emplojdng  the  balances  in  India.  There  is  mol'e  of  a 
profit-earning  prospect  if  yoU  have  them  in  London 
than  in  India  in  the  Treasury  balances. 

11.184.  {Mr.  Gillan.)  That  is  a  point  I  was  coming 
to.  What  you  have  said  just  now  refers,  I  think,  to  the 
ultimate  object  for  which  the  balances  are  brought 
home  ? — Tes. 

11.185.  The  critics  of  Government,  when  they  are 
di'iven  into  a  corner,  do  not,  I  think,  deny  that  those 
objects  are  right.  What  they  say  is  :  Even  grantmg 
the  objects  are  right,  the  fact  remains  that  you  have 
brought  home  your  balances  too  soon,  and  you  had  at 
any  time  dui-ing  the  last  thi-ee  or  foUr  years  in  London 
a  great  deal  more  money  than  you  had  immediate  use 
for  ? — Than  it  turned  otit  eventually  that  we  had  any 
immediate  use  for ;  but  a  crisis  might  have  arisen  at 
at  any  time  which  would  have  called  for  the  use  of 
them. 

11.186.  Ton  were  keeping  them  as  a  sort  of 
emergency  reserve  in  case  something  might  happen 
then  ? — In  case  we  could  not  borrow  money  at  all,  or  in 
case  of  a  sudden  exchange  crisis,  or  somethiiig  of  that 
kind.  As  I  stated  before  their  magnitude  was  to  a 
great  extent  due  to  accidental  cu-oumstanoes. 

11.187.  You  could  have  brought  them  home  at  short 
notice,  could  you  not,  if  you  had  held  them  in  India !' 
— It  depends  how  they  were  placed  in  India. 


11.188.  I  think  the  point  of  the  whole  of  this 
criticism  which  has  been  brought  against  the  Govern- 
ment is  that  they  say :  Admitting  the  objects  for 
which  you  brought  them  home,  in  the  immediate  dis- 
position of  yout  balances,  do  you  really  consider  at  any 
time  what  you  could  do  with  them  in  India .''  Has  that 
been  considered  in  the  last  four  or  five  years  ? — I  do  not 
think  it  has  in  the  official  correspondence,  but  I 
believe  it  has.  I  think  it  is  in  evidence  that  mwe 
than  a  certain  comparatively  small  amount  cannot  be 
placed  in  India,  that  that  can  only  be  placed  for  a 
certain  period  of  the  year,  and  that  at  other  times  it  is 
money  which  would  be  used  to  a  greater  advantage  in 
England  than  in  India. 

11.189.  When  was  this  last  discussed  ? — I  am  afraid 
I  cannot  answer  you.  I  do  not  know  when  it  was  last 
discussed  officially;  I  only  know  the  question  has 
always  been  pi'esent  in  oitr  minds  when  the  matter  Was 
before  us. 

11.190.  To  pass  from  the  question  of  loans  in  India 
from  Treasury  balances,  you  suggested  that  they 
should  be  made  when  the  bank  rate  is  high,  6  per 
cent,  or  7  per  cent. ;  is  your  position  that  which  used 
to  be  taken  in  these  disctissions,  that  lending  money 
in  India  is  a  resort  which  should  be  brought  into  play 
only  in  case  of  emergency,  so  to  speak  ? — My  position 
is  this,  and  I  think  I  tried  to  explain  it  this  morning, 
that  the  lending  by  Government  for  purposes  of  trade 
is  a  rather  hazardous  proceeding,  and  liable  to  become 
too  much  of  a  practice,  as  ttade  may  depend  on  that 
Government  assistance,  which  may  fail  just  at  the 
critical  time.  For  that  reason  the  lending  of  the 
balances  in  a  different  quarter  is  safer.  I  wiU  give 
you  an  instance  from  the  Cainadiail  banks  ;  they  employ 
their  surplus  balances,  not  in  Canada  but  in  the  United 
States,  because  at  any  time,  if  a  crisis  arises  in  Canada, 
they  can  call  it  in  freely  from  the  United  States  and 
London. 

11.191.  Is  it  your  argmnent  that  trade  should 
depend  on  its  Own  resources  ? — Yes. 

11.192.  Is  not  tha,t  an  argument  that  applies  rather 
more  to  permanent  loans  than  to  short-dated  loans  ? — 
Yes,  certainly. 

11.193.  Assuming  that  the  Goverament  of  India 
has  at  times  a  balance  in  excess  of  its  requirements, 
is  the  lending  out  of  that  excess  subject  to  this  objec- 
tion that  you  have  mentioned .'' — No,  not  as  long  as 
it  is  a  temporary  pui-pose,  and  acknowledged  to  be  for 
a  temporary  pui-pose. 

11.194.  Ton  mentioned  another  condition  which 
you  think  should  apply  to  those  loans,  and  that. is 
that  they  should  not  interfere  with  the  general  policy 
of  Government  as  regards  exchange  or  as  regards  reduc- 
tion or  avoidance  of  debt.  I  am  not  clear  what  is  in 
your  mind  about  the  general  policy  of  the  Government 
thei-e.  We  may  agree,  as  I  said  just  now,  as  to  the 
objects  for  which  remittances  are  made  to  England,  but 
there  still  remains  the  question  as  to  the  time  of  the 
remittances,  and  whether  you  should  make  them  imme- 
diately or  in  a  few  months  or  next  year  ? — I  think  the 
time  of  the  remittances  is  immaterial,  but  the  general 
policy  has  been  to  accumulate  balances  here,  and  to 
that  extent  to  lessen  the  amount  of  the  loans  that  have 
been  issued  ;  that  is  to  say,  to  reduce  debt  or  avoid 
debt ;  otherwise  the  balances  would  hardly  be  necessary 
at  all,  and  you  could  reduce  taxation.  The  sm-pluses 
have  been  used  and  remitted  over  here  to  pay  off  debt 
or  avoid  debt. 

11.195.  This  is  reaUy  the  point  Sir  Shapurji  put  to 
you.  It  might  be  a  question  whether  you  should  bring 
home  money  in  Jatiuaty  or  keep  it  in  India  for  a  few 
months,  use  it  there,  and  bring  it  home,  say,  in  May  ? 
— The  only  thuig  is  that  it  would  be  more  expensive  to 
bring  it  home  in  May  than  in  January. 

11.196.  I  am_  giving  you  that  as  an  instance. 
Should  not  the  time  of  these  remittances  be  decided 
after  consultation  between  the  Govemment  at  home 
and  the  Govei-nment  in  India  ? — The  time  of  the  remit- 
tances really  depends  on  the  demand  for  Council  Bills. 
Ton  cannot  fix  a  Certain  time  when  they  have  to  be 
brought  home.  Surely  it  is  your  Council  di-afts  that 
bring  the  moiiey  home. 
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11.197.  But  yoiTifCaii  deoido  to  what  extent  you  are 
going  to  make  use  of  it  ? — We  can  up  to '  a  point,  but 
we  are  bovind  to  give  Council  di'afts  when  the  exchange 
goes  to  le.  4i-^^d.,  are  we  not.i^ — We  are  compelled  to 
do  so. 

11.198.  Within  those  limits,  one  has  a  considerable 
discretion  ?— Within  those  limits  there  is  a  discretion. 
Then,  of  course,  we  have  to  consider  the  convenience 
of  trade  in  another  direction,  as  they  will  clamour  for 
these  Bills. 

11.199.  Very  much  in  the  same  connection  you 
refer  to  the  connection  between  the  London  and  Indian 
money  markets  generally ;  you  point  out  that  condi- 
tions lately  at  home  have  been  abnormal,  and  you  look 
forward  to  a  time  when,  under  more  normal  conditions, 
money  will  flow  freely  into  India  F — Yes,  that  is  my 
opinion. 

11.200.  Through  what  channel  wiU  it  flow  into 
India  ? — I  think  there  are  many  channels ;  through  the 
banks,  through  the  private  firms.  If  money  is  usable 
at  6  per  cent,  in  India,  and  its  value  is  only  3  per  cent, 
in  London,  and  the  lender  is  sure  of  his  exchange,  then 
the  money  is  sure  to  flow  into  the  market  which  gives 
the  higher  rate.  I  do  not  know  what  the  precise  pro- 
cess is — whether  the  London  banks  would  send  to  the 
Indian  banks  certain  deposits,  or  whether  private 
persons  would  send  through  their  private  coiTespon- 
dents  or  the  exchange  banks  would  attract  deposits 
hereto  a  much  larger  extent.  I  think  it  is  only  during 
the  last  four  or  five  years,  perhaps,  when  the  European 
money  markets  have  been  in  this,  abnormal  condition, 
that  the  rate  of  interest  has  not  been  materially  lower  in 
Europe  than  in  the  newer  countries.  But  that  condition 
will  surely  be  restored,  and  I  think  it  is  only  then  that 
this  stability  of  exchange  which  has  been  established 
will  bear  fruit,  and  then  I  think  it  will  tend  to 
minimise  the  difEerence  between  the  value  of  money  in 
India  and  in  European  markets. 

11.201.  I  was  wondering  whether  you  had  chiefly  in 
mind  as  the  channel  of  communication,  so  to  speak,  the 
exchange  banks  ?— There  are  the  exchange  banks,  no 
doubt,  but  there  are  many  other  channels. 

11.202.  What  was  in  my  miud  about  that  was  that 
the  exchange  banks  have  other  connections  and  other 
interests  in  other  countries,  and  so  on,  and  it  may  be 
more  to  their  advantage  to  employ  their  money  in 
some  other  country,  not  in  India  ;  what  would  be  your 
view  about  that? — They  employ  their  money  in  the 
country  which  offers  the  highest  rate  of  interest. 
Suppose  that  a  bank  which  has  branches  in  India  and 
China  can  use  the  money  to  better  advantage  in  China 
than  it  can  in  India,  it  will  send  all  its  deposits  to 
China  and  not  to  India.  At  the  same  time,  I  think 
the  British  public  at  large  will  wish,  under  those 
conditions,  to  have  the  money  lent  out  in  India,  and 
that  they  will  use  channels  which  will  place  it  there. 

11.203.  Is  it  your  view  that  apart  from  the  exchange 
banks  the  channels  of  communication  are  sufficient  ? — 
Yes,  I  should  think  so. 

11.204.  I  think  you  said,  in  answer  to  the  Chairman, 
that  the  Paper  Currency  Reserve  and  the  Gold  Standard 
reserve  serve  very  distinct  objects  ? — Yes. 

11.205.  You  would  say,  perhaps,  that  one  of  the 
objects  which  the  Paper  CuiTcncy  Resei-ve  has  to 
discharge  is  to  find  specie  for  the  notes,  if  there 
happens  to  be  a  i-un  on  the  Reserve  ? — Yes. 

11.206.  Leading  out  of  that,  I  want  to  ask  what 
your  view  is  about  the  amount  of  currency  reserves  to 
be  held  in  England  ?— I  am  afraid  I  have  not  really  a 
very  definite  or  well-reasoned  view  on  that  pomt  as 
regards  the  precise  amotmt. 

11.207.  Assuming  that  the  security  of  exchange 
was  sufiiciently  provided  for  in  the  Gold  Standard 
Reserve,  I  think  you  look  to  the  Paper  Currency 
Resei-ve  to  support  the  exchange?— I  do  ;  and  as  you 
know,  I  am  not  altogether  satisfied  about  the  Gold 
Standard  Reserve.     I  wish  to  see  that  larger. 

11208  I  understand  that.  If  the  purposes  of 
oxchaAge  were  sufficiently  provided  for  in  that  resei-ve, 
would  you  say  that,  on  the  whole,  it  would  be  better 
to  hold  very  Kttle  of  the  Paper  OuiTency  Reserve  m 
London,  and  to  hold  most  of  it  m  India  ?— It  is  very 


difficult  to  answer  that  question.  It  is  very  intricate. 
We  have  to  consider  the  effect  of  a  crisis,  what  would 
happen  in  a  crisis,  or  what  would  happen  in  the  event 
of  that  gold  being  drawn  away  as  it  will  be  when  the 
next  crisis  comes.  The  first  thing  will  be,  the  public 
will  demand  the  gold  out  of  the  Currency  Reserve  in 
exchange  for  rupees.  Will  that  gold  be  hoarded  and 
locked  away,  or  will  it  come  forward  for  the  purposes 
of  exchange  ?  I  am  afraid  that  is  a  question  which 
I  am  not  competent  to  answer,  and  indeed  it  is  a  very 
difiicult  question  to  answer.  Suppose  it  is  not  available 
for  exchange,  then  it  will  be  veiy  desirable  to  have 
some  gold  over  here,  but  in  that  case,  of  course,  you 
will  not  be  able  to  pay  gold  away  in  India  to  such  an 
extent  as  yon  otherwise  would. 

11.209.  Your  position,  then,  is  that  you  are  rather 
doubtful  as  to  the  effect  of  gold  given  out  in  India  ? 
— I  am. 

11.210.  For  that  reason  you  prefer  to  keep  some 
of  the  Paper  Currency  Reserve  gold  in  London  as  a 
support  of  exchange  ? — Yes. 

11.211.  You  have  referred  to  the  Indian  demand  for 
gold  as  probably  having  a  serious  effect  on  the  London 
money  market,  which  again  affects  the  Indian  money 
market  and  Indian  trade,  but  you  come  to  the  con- 
clusion that  the  flow  of  gold,  to  India  need  not  have 
these  injurious  effects  that  are  anticipated  ? — That 
is  so. 

11.212.  That  reads  rather  in  this  way,  that  supposing 
the  effects  were  going  to  be  of  the  kind  that  you 
anticipate,  then  you  think  that  possibly  some  steps 
shoidd  be  taken  to  interfere  with  this  flow  of  gold  to 
India  ? — No.  I  am  glad  you  have  called  my  attention 
to  that.  I  did  not  draw  up  the  memorandum  from 
which  you  are  quoting  for  publication  in  any  sense ;  if 
it  had  been  for  publication  I  should  have  amplified 
that.  I  really  di-ew  this  up  as  my  own  notes  of  the 
general  lines  of  my  argument.  I  should  certainly 
otherwise  have  inserted  a  sentence  here  and  said,  this 
is  not  a  consideration  which  should  enter  into  the 
minds  of  the  Secretary  of  State  and  his  advisers  at 
all ;  and  I  do  not  think  it  has. 

11.213.  (Chairman.)  I  did  not  ask  you  any  question 
which  enabled  you  to  make  the  statement  contained  in 
that  part  of  your  precis,  but  I  think  it  would  be  con- 
venient if  you  were  to  make  a  general  statement  of 
your  views  on  this  point,  and  then  Mr.  Gillan  could 
put  his  questions  upon  that  ? — ^It  has  been  urged  in 
several  quarters  that  the  Indian  demand  for  gold,  which 
has  been  experienced  in  tbe  last  few  years  and  which  is 
likely  to  continue,  may  have  a  serious  effect  on  the 
London  money  market,  and  of  coui-se  any  disturbance  of 
the  London  money  market  necessarily  affects  the  Indian 
money  market  and  Indian  trade  generally.  This  is  a 
consideration  which  is  expressed  from  a  London  point 
of  view  mainly,  and  I  do  not  ,think  the  London  point 
of  view  ought  to  be  taken  into  consideration  by  the 
Secretary  of  State  without  qualification.  I  think  it  is 
the  Indian  point  of  view  that  he  must  consider  in  the 
first  place,  particularly  as  regards  cun-ency  questions. 
He  must  not  look  upon  the  convenience  of  the  London 
money  market  at  all ;  he  must  base  his  currency  policy 
entirely  and  solely  upon  Indian  interests  and  upon  what 
is  considered  right  with  regard  to  them.  At  the  same 
time,  in  carrying  out  that  policy,  natui-ally  he  would 
consider  the  London  nioney  market,  which  affects  his 
own  interests  as  well  as  others,  but  only  in  a  secondary 
place.  He  would  act  exactly  as  foreign  Governments 
do  now.  London  is  the  chief  som-ce  of  supply  of  gold  for 
the  whole  of  the  world,  and  foreign  Governments  in  con- 
sidering their  pohcy  make  up  their  minds  what  they  are 
going  to  do  when  they  take  gold  in  large  quantities,  as 
Germany  has  shown  this  year.  She  has  taken  large 
quantities.  They  call  for  that  gold  and  withdraw  it 
from  this  market  in  a  considerate  sort  of  way,  so  as 
not  to  create  monetary  conditions  here  which  will 
reflect  unfavourably  on  their  own  monetary  conditions. 
That  is  all,  in  my  opinion,  that  the  Secretary  of  State 
can  properly  do. 

11.214.  You  yom-self,  I  mther  gather,  are  not 
greatly  impressed  with  the  danger  r — I  am  not 
impressed  with  the  danger  at  alj.     I  do  not  tbink  it 
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will  have  that  injurious  effect,  and  I  do  not  think  it 
will  continue  on  an  increasing  scale,  as,  in  prosperous 
yeai's,  the  imports  of  India  are  likely  to  gi-ow  as  well 
as  the  exports,  and  the  balance  of  trade  will  be  paid  in 
commodities  rather  than  in  gold  when  once  there  is  a 
sufficient  amount  of  gold  in  circulation.  I  think  that 
is  what  we  have  seen  this  year.  There  has  been  a  large 
increase  of  imports  of  commodities,  which  has  rather 
militated  against  the  import  of  gold;  and  it  is  a 
natural  thing  that  as  soon  as  a  country  gets  prosperous, 
even  a  country  like  India,  it  wiU  not  hoard  all  the 
gold  away,  but  will  go  and  buy  goods  with  it.  There 
have  in  recent  years  been  large  withdi-awals  of  gold 
from  here.  Gei-many  has  added  20  millions  to  her 
gold  resei-ve,  I  think  within  a  year — I  am  not  quite 
sui'e  of  the  figures,  but  I  think  what  with  her  war  chest 
and  the  reserve  in  the  Bank  of  Germany  they  have 
increased  it  by  20  millions ;  then  there  have  been 
accumulations  elsewhere,  in  Brazil,  in  Ai-gentina,  and 
other  countries.  There  is,  therefore,  not  the  slightest 
reason  why  India  should  stand  out  in  order  to  protect 
the  interests  of  the  London  money  market.  I  do  not 
think  the  efiect  would  be  so  great,  but  it  leads  on  to 
the  conclusion  that  the  present  ."system  in  India  is  an 
uneconomical  cuiTency  system.  Great  quantities  of 
gold  circulate  or  are  hoarded,  and  what  can  be  reason- 
ably done  should  be  done  to  increase  banking  facilities. 

11.215.  So  as  to  keep  the  gold  in  circulation 
effective  for  the  pui-poses  of  exchange  ? — Tes. 

11.216.  And  not  to  have  it  garnered  up  in  hoards  ? 
— That  is  so.  If  money  could  be  got  out  from  hoards 
and  placed  with  banks  it  would  be  iisef  ul  to  the  com- 
munity, it  would  be  more  economical,  and  it  would 
certainly  stimulate  ti-ade  very  much  indeed.  The 
strongest  argument  I  have  heai-d  in  favour  of  a  State 
bank  was  the  possibility  of  its  drawing  away  these 
inoperative  hoards  and  getting  some  profitable  use  for 
them.  That  was  the  one  thing  that  would  have 
determined  me  ;  if  I  had  felt  sure  that  that  would  be 
the  effect  of  a  State  bank,  then  I  should  have  been 
very  much  more  inclined  to  be  favourable  to  the  pro- 
posal of  a  State  bank.  But  if  the  deposits  are  to  be 
placed  with  a  State  bank  that  would  expose  the  bank 
to  veiy  lai'ge  and  sudden  risks.  I  think  the  risks  of  a 
run  in  difficult  times  would  be  greater  in  the  case 
where  the  deposits  consist,  not  of  ordinary  ti-ade 
balances  but  of  single  hoards  which  are  merely  put 
there  as  hoards  and  which  in  a  moment  of  panic  or 
fright  Avill  be  drawn  at  once.  Then,  and  this  is  a 
question  on  which  I  am  not  prepared  to  give  an 
answer,  I  do  not  know  what  opportunities  there  ai"e 
in  India  for  the  investment  of  the  assets  of  such  a 
bank.  There  is,  as  far  as  I  know,  nothing  cori'espond- 
ing  to  a  short  loan  market,  where  you  can  place 
money  at  call,  or  to  a  bill  market,  and  I  am  thinking 
particularly  of  bills.  The  assets  of  a  bank  holding  large 
deposits  liable  to  sudden  calls  ought  to  be  invested  in 
veiy  short  advances  and  bills  and  short  loans.  I  am 
afi-aid,  as  far  as  I  know,  that  the  Indian  money  market 
does  not  present  the  facilities  which  are  unique  in 
London,  where  we  have  this  large  short  loan  market 
which  does  not  exist  in  any  other  part  of  the  world. 
In  India  certainly  there  would  be  great  difficulty,  even 
if  you  had  a  State  bank,  and  if  this  bank  got  the 
deposits,  for  them  to  use  them  with  advantage  and 
with  safety. 

11.217.  {Mr.  Oillan.)  When  you  were  speaking 
about  these  loans  that  were  given  to  joint  stock  banks 
without  security,  there  was  one  point  that  was  not  quite 
clear  to  me.  The  exchange  banks  are  on  your  list  of 
approved  bowowers,  are  they  not  ? — Some  of  them  are. 

11.218.  Do  they  not  give  security? — Yes,  they  do. 

11.219.  I  do  not  quite  understand  the  reason  for 
the  distinction  between  them  and  the  other  banks  ? — 
There  is  a  distinction  between  the  clearing  banks  and 
the  exchange  banks.  Tor  one  thing,  the  dealing  banks 
confine  their  business  to  England  alone,  while  the 
exchange  banks  have  their  assets  out  in  India  and 
other  parts  and  they  are  not  available  here.  Clearing 
banks  have  a  different  position  altogether ;  they  have 
very  large  uncalled  capital,  much  larger  than  it  is  in 
the  exchange  banks,  and  they  are  on  a  diflei-ent  scale 
altogether, 


11.220.  Do  you  mean  that  there  is  a  difference  in 
the  status  of  these  two  classes  of  banks,  so  to  speak, 
which  makes  it  necessary  to  take  security  in  the  one 
case  and  not  in  the  other  ?  — I  think,  without  wishing 
in  any  way  to  say  anything  that  might  affect  the  status 
of  the  other  banks,  there  is  no  doubt  at  aU  in  the  mind 
of  the  City  of  London  that  the  status  of  a  purely 
English  bank,  a  London  clearing  bank,  doing  its 
business  in  England  alone  and  having  its  assets  in 
England  and  a  large  imcalled  capital,  is  different 
altogether  from  that  of  a  bank  doing  its  business 
abroad  with  a  great  part  of  its  assets  in  the  Colonies  or 
abroad.  There  is  a  distinction  in  the  market,  and  the 
acceptances  of  such  banks  lunk  differently. 

11.221.  I  think  you  said  you  would  not  be  in  favour 
of  loans  in  London  being  given  against  commercial 
paper  ? — Tes. 

11.222.  Was  that  with  reference  to  loans  from  the 
Treasury  or  from  the  Paper  Currency  Reserve,  or 
altogether  ? — It  was  simply  with  reference  to  the 
security  which  we  take  against  our  loans  to  the  market 
generally.  We  had  a  difficulty  in  placing  those  loans 
as  has  been  explained.  At  one  time  the  market  had 
not  sufficient  security  to  give  us,  and  that  was  the 
reason  why  deposits  were  made  with  the  banks.  Then 
it  was  suggested  that  the  range  of  secui-ity  which  we 
take  should  be  widened,  and  amongst  other  suggestions 
it  was  said  that  we  might  lend  to  these  people  on  the 
security  of  commercial  bills.  My  opinion  is  that  it 
would  be  very  imdesirable  to  do  so. 

11.223.  The  reason  I  am  putting  this  point  is  that 
it  has  a  bearing  on  a  question  about  which  Mr.  Cham- 
berlain asked  you,  namely,  the  abolition  of  the  silver 
branch  of  the  gold  standard  resei-ve  in  India.  One 
reason,  as  I  understand,  for  the  retention  of  that 
branch  would  be  that  it  allows  transfers  between 
England  and  India  without  ear-marking  gold.  It  was 
suggested  to  us  that  the  purpose  which  the  gold 
standard  reserve  serves  at  present  might  be  fulfilled 
if,  instead  of  ear-marking  gold  in  London,  the  Secre- 
tary of  State  were  allowed  tempoi-arily  to  invest  part 
of  his  paper  cuiTency  resei-ve ;  and  I  think  the  susges- 
tion  was  that  the  investment  might  be  in  the  shape 
of  advances  on  commercial  paper  H — My  remark  had 
no  bearing  on  that  point  at  all.  It  was  not  made  with 
reference  to  that  suggestion,  which  is  new  to  me. 

11.224.  But  you  think  that  suggestion  is  open  to 
objection  ? — I  do,  if  I  imderstand  it  aright.  1  do  not 
Iniow  where  the  advance  would  be  made.  I  do  not 
quite  understand  the  drift  of  the  suggestion. 

11.225.  I  only  wanted  to  bring  out  that  there  was  a 
connection  between  the  two? — That  was  not  in  my 
mind  at  all.  I  referred  to  a  suggestion  for  the  enlarge- 
ment of  the  list  of  securities  which  we  accept,  and  I 
think  it  would  be  undesirable.  I  would  strongly  object 
to  any  part  of  the  cun-ency  or  gold  standai-d  resei^e 
being  either  invested  in  commercial  bills  or  employed 
in  advances  on  commercial  bills  in  London. 

11 ,22(j.  {Chairman.)  I  want  to  ask  one  other  question 
which  arises  out  of  something  which  you  said  in  answer 
to  Mr.  Gill  an  on  a  point  that  has  come  before  us  once 
or  twice  in  the  course  of  our  enquiiy.  You  said  that 
the  gold  standard  reserve  was,  in  your  opinion,  at 
present  not  sufficient,  and  you  desired  to  see  it  greater 
and  that  that  being  so,  it  was  desii-able  to  have  a  part 
of  the  gold  of  the  cun-ency  reserve  in  London  as  a 
support  for  exchange  m  a  crisis.  You  said  of  the 
gold  that  you  might  give  out  m  India,  that  you  would 
give  out,  I  understand,  all  the  gold  that  you  had  there, 
and  you  could  not  say  what  part  would  come  to  the 
support  of  exchange  and  what  part  would  be  swallowed 
up  in  the  internal  needs  or  in  hoards  ? — That  is  so. 

11,227.  That  raises  a  very  important  question. 
What  is  the  proper  use,  the  best  use,  to  make  of  the 
gold  that  you  have  in  India  if  an  exchange  crisis  comes 
upon  you ."  If  yo\x  give  it  out  in  India,  you  cannot  be 
certain  how  much  of  it  will  be  really  efficient  for  the 
support  of  exchange  and  how  much  will  go  into 
hoards.  Under  those  circumstances  what  is  the  best 
policy  for  the  Indian  Government  to  pursue — to  give 
the  gold  out  as  long  as  it  lasts  to  all  comers  in  India, 
or  should  they  ship  it  to  London  and  sell  bills  against 
it  ? — My  view  would  be  to  deal  with  the  crisis  boldly. 
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I  think  that  always  Ijas  been  the  best  policy  in  dealii^ 
with  any  bank  crisis.  I  would  pay  away  the  gold  as 
long  as  it  lasts  in  exchange  for  rupees  in  India, 
and  not  enquire  what  is  to  become  of  it.  But  for 
that  reason^  as  has  been  pointed  out,  you  must  be 
sufficiently  well  armed  to  meet  the  exchange  demand. 
My  opinion  is  that  in  case  of  a  real  grave  crisis 
(a  graver  crisis  than  we  had  in  1907-8,  because  that, 
although  it  was  serious  enough,  is  not  the  gravest 
crisis  that  it  is  possible  to  imagine,  and  I  think  there 
are  circumstances  which  might  have  aggravated  it) 
we  ought  to  be  better  prepared.  Then  what  will 
happen  is  that  all  your  gold  in  the  cuii-ency  reserve 
will  disappear. 

11.228.  All  the  gold  in  the  currency  reserve,  if 
the  crisis  were  sufficiently  prolonged,  would  flow  out  ? 
— ^And  I  do  not  think  it  would  be  available  for  pro- 
tecting jowv  exchange  at  all.  It  is  for  that  reason 
that  I  should  like  to  see  the  gold  standard  reserve 
larger  than  it  is  at  present. 

11.229.  In  spite  of  the  fact  that  you  think  if 
given  out  in  India  where  there  is  no  legal  obligation 
it  would  not  be  available  for  exchange,  you  still 
think  that  with  a  view  to  the  restoration  of  con- 
fidence it  is  more  important  to  give  it  out  in  India 
than  to  ship  it  home  and  use  it  exclusively  for  the 
maintenance  of  exchange  ? — That  is  my  opinion.  Of 
coiu'se  the  more  gold  there  is  in  cii'culation  at  that 
time  the  less  will  be  your  run  on  the  gold  in  the 
currency  reserve.  If  you  do  not  give  it  out  freely  you 
are  pretty  certain  to  have  none  available  for  export ; 
if  you  give  it  out  freely  it  may  reappear  again  and  be 
available. 

11.230.  {Mr:  Keynes.)  "Would  it  not  be  the  case  that 
the  more  the  people  were  familiarised  with  gold  the 
more  likely  they  would  be  to  run  after  it  ?  Fifteen 
years  ago,  when  sovereigns  were  not  familiar  things  in 
India,  it  was  a  very  improbable  thing  in  a  crisis  for 
the  ordinai-y  Indian  to  go  after  gold.  If  you  got  him 
into  the  habit  of  thinking  gold  was  the  right  coin  to 
have,  that  would  increase  the  likelihood  of  his  hanging 
on  to  it  in  a  time  of  difficiilty  ? — It  is  a  very  specu- 
lative question.  It  is  very  difficult  to  follow  the  mind 
of  the  native,  but  I  should  think,  if  he  has  not  got  the 
gold  at  all  and  he  thinks  it  is  a  thing  that  is  veiy 
desii-able  to  have,  he  will  ran  for  it.  If  there  is  plenty 
of  it  in  circulation,  well,  there  is  some  to  be  had,  and 
I  do  not  think  he  will  come  for  it  to  such  an  extent 
as  he  otherwise  would  ;  and,  fm-ther,  I  think,  if  he 
gets  a  slight  premium  for  it  for  export  you  will  find 
it  wUl  come  out  again. 

11.231.  Is  it  your  expei-ience  that  when  there  is  a 
slight  premium  a  man  does  not  hold  ? — I  cannot  say 
it  is  my  experience.  It  is  only  my  hypothesis.  I  am 
afraid  I  have  no  experience  of  such  a  contingency  in 
India,  and  one  can  only  judge  from  what  one  has  read 
about  panics  generally,  and  human  nature  is  pretty 
much  the  same  everywhere,  I  fancy. 

11.232.  (Sir  Shapurji  Broacha.)  Did  you  say  that 
so  long  as  the  Secretaiy  of  State  and  the  India 
Council  think  that  they  are  going  the  right  way  and 
doing  right  they  need  not  care  for  the  sentiment  of 
India  ? — No. 

11.233.  If  I  misunderstood  you,  I  beg  yoiu-  pardon  ? 
—I  do  not  think  I  went  that  length. 

11.234.  Mr.  Gillan  quoted  Lord  Inchcape  to  you, 
and  then  asked  you  whether  that  was  your  opinion 
also  F— I  think  I  have  said  repeatedly  that  I  would 
certainly  consider  Indian  sentiment,  but  if  that  senti- 
ment shovild  appear  to  run  counter  to  the  opmion  of 
the  Secretary  of  State  then  he  must  do  the  right  thing 
independently. 

11.235.  Tou  would  not  go  against  the  sentiments 
of  the  people  ?— No,  but  then  you  must  consider  that 
sentiments  are  very  varying  things.  Tou  might  have  a 
strong  sentiment  for  two  months  and  then  a  change  ot 
feeling.  ,     ,  , 

11  236  If  you  said  that,  it  might  be  very  much 
commented  on  in  India  that  the  India  Office  does  not 


care  for  the  sentiment  of  the  whole  people  of  India  so 
long  as  the  people  in  the  India  Office  think  that  they 
themselves  are  right  ? — That  is  certainly  not  my  opinion, 
and  I  do  not  think  it  is  the  opinion  that  I  have 
expressed. 

11.237.  You  know  we  are  governed  by  sentiment 
and  not  by  financial  considerations  P — I  wish  to  pay 
due  deference  to  Indian  sentiment  wherever  we  can. 

11.238.  (Chairman.)    Is   there   anything   that   you 

desire  to  add  to  make  your  position  clear  that  we  have 

not  drawn  out  ? — The  bank  with  which  I  am  connected 

has    a  subscribed  capital   of    22,934,000/.,  of    which 

3,564,000Z.   is  paid  up.      This  has  been  until  quite 

recently  the  largest  subscribed  capital  of  any  bank  in 

the  United  Kingdom,  and  I  believe  in  the  world,  and 

in   proportion  to   liabilities  is  still  the  largest.     The 

bank  does  about  18  per  cent,  to  20  per  cent,  of  the 

whole  of  the  clearing  business  of  London.     Long  before 

I  joined  the  India   Council  the  institution  had  been 

bankers  to  11  leading  Indian  railways,  most  of  them 

being  guaranteed  by  the  Secretaiy  of  State.     It  was, 

therefore,  not  a  surprise  to  me,  considering  all  these 

circumstances,  that  it  was  one  of  the  banks  selected  by 

Lord   Inchcape  as  one    of  those  with  whom   deposits 

were  made.     The  fact  that  two  members  of  Council 

were  connected  with  banks  on  the  list  was  specially 

submitted  to  the  Secretary  of   State  in  Council  and. 

approved.     From   the  statement  on  page  552  of  the 

Appendices  to  the  Interim  Report  (Cd.  7071),  which,  1 

believe,  is  based  on  a  statement  made  in  the  House  of 

Commons  on  the  6th  November  1912,  it  is  clear  that  the 

maximum  amount  of  deposits  with  the  Union  of  London 

and  Smith's  Bank  in  1912  was  lower  than  that  of  any 

other   of  the   banks.     It  has  been  suggested  that  it 

would  have  been  possible  to  let  all  the  clearing  banks 

know   that   the  Secretary  of   State  was   prepared   to 

make   such   deposits  and  to   let   them  apply  for  the 

same.     Such  a  course  would,  I  think,  have  been  quite 

impracticable.      It   would    have    been    equivalent    to 

inviting  tenders,  and  this  cotu-se  would  have  disclosed 

to  the  public  all  the  transactions,  and  would,  in  my 

opinion,  have  lowered  the  rate  of  interest.     As  to  the 

precedent  for  Government  deposits  being  made  with 

banks  without  security,  I  believe  that  it  is  the  practice 

to  do  so  with  seveiul  of  our  colonial  governments,  and  I 

know  it  is  with  several  foreign  governments,  who  often 

have  very  large  amounts  on  deposit  with  leading  London 

banks ;  the  Government  of  India  itseM  has  large  balances 

without   security  with  the   Presidency  banks.      With 

regard  to  the  evidence  which  has  already  been  taken, 

I  should  like  to  say,  on  the  point  raised  in  question 

No.  1870*  as  to  lending  on  Indian  railway  debentures 

at  par,  and  not  at  market  value  or  with  a  margin,  that 

if   a   new  system  had  t<x  be  devised,  of   course,   the 

existing  practice  would  not  be  adopted,  but  it  hardly 

seems  worth  while  to  make  a  change  now.     It  is  veiy 

desirable    that    the    market    should    take    up    these 

securities  readily*  when  they  are  offered.     The  risk  is 

infinitesimal,  as  these  debentures  have  only  four  or  five 

years  to  run,  and  they  .are  secured  on  Indian  revenues. 

It  is  difficult  to  ascertain  the  exact  market  value,  which 

is  always  a  matter  of  negotiation.     In  view  of  their 

early  redemption  they  never  can  go  much  below  par. 

The  answer  to  question  No.  2109t  is  not  clear.     There 

are  no  Indian  debentures  mnning  as  far  as  1930.     The 

Exchequer  bonds  referred   to  are  British  Exchequer 

bonds.      As  to  the  genei-al  policy  of  holding  reserves 

in    other   countries   for   the   purpose   of   maintaining 

exchange,  I  would  especially  mention  the  case  of  Japan, 

who    is   known   to   keep   very   large   balances   in   the 

London  market,  and  of  Russia,  who  generally  has  very 

large  balances  in  Berlin,  Paris,  and  also  London.     One 

further  point   I   have   not   befoi"e   mentioned    is    the 

desii-ability  of  increasing  the  amount  of  rupee  loans 

issued  annually  in  India.     It  seems  to  me  better  that 

the  large  hoards  that  are  known  to  exist  should  be 

used  for  investment  i-ather  than  by  way  of  deposits  in 

banks  which  are  liable  to  sudden  calls  in  difficult  times 
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11.239.  {ClMirman.)  You  are,  I  think,  senior  part- 
ner in  the  fii-m  of  Mei-wanjee  and  Sons,  stock,  bullion, 
exchange  and  finance  brokei-s  at  Bombay  ? — Yes,  that 
is  right. 

11.240.  You  have  been  good  enough  to  supply  us 
■with  a  very  interesting  memorandum  of  your  views 
on  some  of  the  questions  that  have  been  before  us, 
and  I  propose,  as  with  other  witnesses  who  have  done 
the  same  thing,  to  treat  that  as  part  of  your  evidence, 
and  to  print  it  in  the  appendices  to  our  repoi-t*  ;  that 
will,  I  think,  lead  to  economy  both  of  your  time  and 
ours  ? — That  is  right. 

11.241.  Under  the  circumstances,  I  do  not  propose 
to  take  you  through  the  whole  of  it,  but  only  to  ask 
you  some  questions  on  points  about  which  I  want 
to  be  clear.  I  understand  that  this  memorandum  was 
written  some  little  time  ago  P — Yes. 

11.242.  And  possibly  before  you  received  the  report 
of  the  evidence  which  we  have  already  taken  ? — That 
is  so,  but  that  has  not  modified  my  views  in  any  way. 

11.243.  That  was  a  question  I  wished  to  ask  you — 
whether  there  was  anything  at  the  outset  you  desire 
to  modify  in  the  light  of  the  evidence  which  has 
already  come  before  vis  ? — No,  I  keep  to  my  original 
inemoi-andtim. 

11.244.  In  the  course  of  your  memorandum,  you 
say,  in  para.  3,  page  671,  "  It  is  necessary  to  avoid  as  far 
"  as  possible  fresh  rupee  coinage  " ;  what  is  your  rea- 
son for  that  ? — Because  the  amount  of  rupees  already 
circulating  is  large,  and  you  have  to  take  the  propor- 
tion of  the  silver  coinage  to  the  gold  coinage,  as  is 
done  in  England  or  France  or  America  or  Gei-many. 

11.245.  Is  that  quite  so  ? — Yes.  I  have  taken  out 
the  figures  for  those  countries. 

11.246.  I  am  not  asking  now  as  to  the  exact 
proportion  in  the  different  countries,  but  I  am  asking 
whether  you  are  correct  in  suggesting  that  the  propor- 
tion of  the  gold  to  the  silver  in  India  ought  necessarily 
to  be  the  same  as  the  proportion  in  this  country  ? — -In 
all  gold  standard  using  countiies  the  proportion  of 
gold  money  should  be  larger  than  the  proportion  of 
silver  money.     The  silver  money  is  only  token  money. 

11.247.  You  mentioned  England;  do  you  take 
account  in  England  of  the  enormous  part  played  in 
our  ciu-rency  by  paper  ? — ^I  know  that  you  have  a 
perfect  cheque  system,  but  at  the  same  time,  while  you 
have  177,000,OOOZ.  in  gold,  you  have  29,200,000Z.  in 
silver,  whUe  iu  France  there  is  300,000,000L  in  gold, 
and  102,775,000?.  in  silver;  in  the  United  States, 
44.9,900,000Z.  in  gold,  and  183,975,000Z.  in  silver.  If 
you  take  the  proportion  in  India,  the  silver  rupees  out- 
number the  gold.  We  have  120,000,000?.  worth  silver 
i-upees,  and  only  61,000,000  sovereigns  altogether. 

11.248.  Is  it  yoiu-  object  to  get  the  same  balance 
between  gold  and  silver  in  India  as  you  find  to  exist  in 
these  western  countries  ? — That  is  unavoidable  on  a 
gold  standard  basis. 

11.249.  When  you  say  it  is  unavoidable  on  a  gold 
standard  basis,  do  you  mean  that  it  is  essential  to  a 
gold  standard,  or  do  you  hold  that  it  is  the  right  thing 
to  do  apart  from  any  theoretic  definition  of  what  a 
gold  standard  is  ? — It  is  right  from  the  practical  point 
of  view. 

11.250.  For  what  reason  is  it  in  your  view  right 
from  a  practical  point  of  view  P — If  we  have  in  our 
currency  a  large  number  of  sovereigns,  it  does  away 
with  the  so-called  exchange  question. 

11.251.  And  it  is  with  a  view  to  ultimately  dealing 
with  the  exchange  question  by  the  form  of  the  currency, 
and  without  reference  to  any  special  reserve,  that  you 
recommend  this  proposal  ? — Yes,  that  is  my  idea. 

11.252.  India,  of  coui-se,  is  in  the  meantime  a  very 
long  way  from  that  position  ? — The  gold  acquired  by  a 
nation  cannot  be  acciimulated  in  one  or  two  yeai-s.  It 
is  laboriously  collected  by  working  for  it  for  20,  30,  and 
50  years,  and  unless  this  Commission  lays  down  a 
progi'amme  that  the  future  coinage  will  be  more  gold 
and  less  silver,  we  can  never  reach  the  proportions. 

*  ,See  Appendix  XXXIII..  page  670. 


11.253.  What,  at  the  present  time,  in  your  view 
decides  the  question  of  what  the  coinage  in  India  is  to 
be  ?  Suppose  that  to-morrow  the  Indian  Government 
found  itself  short  of  cun-ency,  what,  in  your  view, 
decides  what  they  should  coin  ? — They  shoiild  do  their 
utmost  to  persuade  the  people  to  take  gold,  which  is 
full- value  money,  and  not  silver ;  the  silver  rupee  is 
only  tenpence  bullion  value. 

11.254.  It  is  token  money  ? — Yes. 

11.255.  At  the  present  time,  is  it  not  the  case  that 
what  they  do  is  to  give  the  people  whatever  they  ask 
for;  that  is,  they  provide  the  coin  that  the  people 
want  P — You  must  recollect  that  the  people  ai-e 
ignorant  people  ;  93  per  cent,  of  the  people  in  India 
are  illiterate.  When  they  handle  i-upees,  they  believe 
that  they  are  the  same  rupees  as  their  father  handled 
or  their  grandfather  handled.  They  do  not  thoroughly 
understand  the  difference  between  a  full-value  coin 
and  a  token  coin,  and  a  Government  like  the  British 
Government  should  endeavour  to  push  gold  into 
circulation. 

11.256.  Are  the  people  of  India  injui'ed  in  any  way 
by  having  a  token  coin  in  internal  circulation,  as  long 
as  the  Government  maintains  exchange,  so  that  if  they 
want  to  change  the  token  coin  for  exchange  pui-poses, 
they  can  turn  it  at  its  face  value  into  gold? — The 
exchange  question  does  not  affect  the  masses  of  the 
people ;  it  only  affects  a  very  small  percentage  of  the 
population.  When  a  Government  like  the  British 
Government  has  to  provide  a  cun-ency,  it  miist  provide 
a  full- value  currency  for  the  people,  the  more  so  as 
they  are  an  ignorant  people. 

11.257.  I  am  not  sure  that  we  should  all  of  us 
accept  that  doctrine  as  the  duty  of  our  own  Govern- 
ment in  England  P — The  duties  of  the  Indian  Govern- 
ment are  more  parental.  They  have  to  guide  the 
people,  and  they  have  to  protect  the  people. 

11.258.  I  quite  agree  that  they  must  protect  the 
people.  What  I  do  not  quite  follow  is  in  what  respect 
you  think  the  people  are  injui-ed  by  having  a  token 
currency.  I  suggested,  that  if  they  were  protected 
when  they  wanted  to  use  then-  currency  for  exchange 
purposes,  by  the  Government  maintaining  the  exchange, 
they  would  not  suffer  loss.  Your  reply  to  me  was, 
that  hardly  any  of  them  were  concerned  with  exchange 
at  all ;  and  I  quite  agree  with  that.  Now,  take  that 
great  mass  of  the  people  who  ai-e  only  concerned  in 
transactions  within  India,  what  is  the  advantage  to  them 
of  having  a  gold  coin  over  having  a  token  coin? — Be- 
cause it  is  a  full-value  coin,  and  they  pay  for  a  full- 
value  coin.  If  they  pay  for  a  bottle  of  champagne  and 
they  are  given  a  bottle  of  beer,  that  is  not  the  same  thing. 

11.259.  But  if  they  take  a  sovereign,  can  they  buy 
more  for  it  than  they  can  buy  for  15  rupees  ? — Not 
as  long  as  the  present  arrangement  lasts,  but  from  the 
bullion  point  of  view  they  cannot  get  so  much. 

11.260.  As  long  as  the  present  an-angement  lasts, 
that  is  to  say,  as  long  as  the  exchange  is  protected, 
can  they  get  more  for  a  sovereign  than  they  can  get 
for  15  rupees  ? — No ;  they  cannot  at  present. 

11.261.  You  go  on  in  the  same  paiugraph  (page  671, 
para.  3)  to  say,  and  I  am  not  quite  cei-tain  what  you 
mean  by  it,  that  "  to  secure  the  confidence  of  the  Indian 
'•  people,  cun-ency  notes  should  be  made  bullion  certi- 
"  ficates  pure  and  simple  "  ? — There  should  be  no  invest- 
ment resei-ve  ;  the  whole  reserve  should  be  metallic. 

11.262.  Do  you  mean  that  for  every  note  that  is 
issued,  there  should  be  silver  or  gold  of  an  equal 
amount  held  in  reserve? — Yes,  that  is  so.  If  you 
take  a  Bank  of  England  note  as  it  is  in  youi-  pocket 
or  my  pocket  to-day,  the  Bank  of  England  has  more 
gold  than  would  be  demanded  if  every  note  that  is 
sent  out  from  the  Bank  of  England,  except  in  its 
banking  department,  is  presented  ;  that  is  in  the  Bank 
of  England  there  is  an  excess  of  gold  against  these 
notes. 

11.263.  But  the  Bank  of  England  has  a  fiduciary 
issue  of  notes  ? — It  is  all  covered  by  the  notes  which 
are  held  by  the  Bank  itself.  There  are  two  depart- 
ments. 
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11,264.  That  may  be  so  at  any  given  moment  ? — 
That  is  their  record* ince  1893.  It  is  referred  to  in 
the  banking  calendars  and  elsewhere.* 

11,266.  It  is  not  a  legal  obligation  ? — It  is  not  a 
legal  obligation,  but  in  pi'actice  the  people  have  the 
confidence  that  it  is  so. 

11.266.  In  your  opinion,  in  the  case  of  a  country 
like  India,  or  perhaps  in  the  case  of  any  country,  it  is 
unsafe  to  have  any  portion  of  your  note  issue  on  a 
fiduciary  basis  ? — The  American  Monetary  Commission 
has  been  going  into  this  question  very  thoroughly,  and 
they  hS,ve  come  to  the  conclusion  that  the  notes  shovUd 
be  based  on  metallic  reserves  and  discounts,  not  on 
metallic  reserves  and  Government  debts  like  consols 
or  rupee  paper. 

11.267.  Now  you  are  introducing  another  subiect 
when  you  speak  of  metallic)  reserves  and  discounts. 
Do  you  suggest  that  any  portion  of  the  Indian  note 
issue  should  be  based  on  discounts  ? — When  the  people 
are  slble  to  understand  them  further,  and  when  they 
are  quite  prepared  to  take  the  notes  freely.  They  do 
not  accept  the  notes  in  India  as  freely  as  they  do  in 
Bui'opean  Countries  at  present. 

11(268.  AVTio  would  settle  what  discounts  shall  be 
accepted  ?- — -When  note  issues  ai'e  analysed,  you  will 
find  that  the  current  notes  which  are  in  France  and  in 
Germany  are  based  on  bullion  and  on  discounts  ;  it  is 
only  in  England,  America  and  India  that  the  notes 
are  mainly  based  on  metal  and  Government  securities. 

11.269.  Do  you  contemplate  that  the  management 
of  the  note  issue  ought  to  be  entrusted  to  a  bank  ;  I 
think  in  your  mefliorandum  you  say  the  opposite  ? — 
The  bank  can  manage  it,  but  they  should  only  be 
brought  in  as  managers. 

11.270.  Do  ydtt  mean  the  bank  should  manage 
the  discount  pai-t  ? — Speaking  of  India,  you  should 
remember  that  it  is  not  the  note  issue  of  a  homo- 
geneous country  like,  say,  Germany,  where  every  man 
is  ready  to  accept  the  Government  notes.  Then  notes 
in  India  are  not  like  the  notes  of  the  Bank  of  Trance, 
where  every  man  has  to  accept  them,  and  where  they 
fully  accept  them,  in  preference  to  metallic  money. 
In  India  the  whole  preference  and  the  whole  demand 
is  for  metallic  money. 

11.271.  The  circulation  of  notes  has  risen  very 
largely,  has  it  not  ? — You  have  to  take  the  proportion 
when  you  exaniine  the  circulation  of  notes.  Yon  have 
to  ascertain  how  many  fresh  rupees  have  been  put 
into  circulation ;  how  many  sovereigns  and  how  many 
currency  notes.  Jf  you  take  the  active  circulation  of 
the  notes,  you  will  see  that  it  has  not  made  any 
remarkable  proportionate  progi'ess,  although  the  notes 
are  more  numerous  now  than  they  were. 

11.272.  I  am  not  quite  cerlain  that  I  rightly 
understand  you,  but  I  gather  that  when  the  Indian 
people  are  educated  up  to  that  point,  you  woirid  hope 
to  see  a  great  extension  of  the  note  issue  ? — Yes.  It 
should  come  from  within,  and  it  does  come  when  the 
people  are  well  united,  when  education  is  spread,  when 
industrial  demands  require  more  money  and  so  forth ; 
then  they  will  come  to  that  stage. 

11.273.  But  you  think  that  until  they  are  much 
more  kghjy  edttcated  they  wiU  not  trust  to  notes  for 
which  thei-e  is  no  visible  biilHon  held  in  the  resei-ve  ? 
—That  is  what  I  think  is  the  .position. 

11.274.  Therefore,  in  yoUi-  opinion,  no  portion  of 
the  cUiTency  reserve  ought  to  be  invested  ?— Not  for 
the  next  few  years— not  until  the  people  are  advanced. 

11  276  The  stateifients  in  this  paragraph  are,  to  a 
certain  extent,  dealt  with  in  the  later  portions  of  your 
memorandtini,  but  they  are  summarised  here.  I  now 
proceed  to  the  next  one,  which  is  that  "the  metalhc 
'■  reserves  shOHld  be  located  in  India"  (l>^a.  d, 
page  671).  Do  you  mean  that  to  apply  both  to  tJie 
resei-ve  for  currency  and  to  the  reserve  for  exchange  .'', 
Yes. 

11276.  That  is  to  say,  to  the  paper  currency 
reserve  and  the  gold   standard   reseiwe  ?— The  paper 


*  Spe  column    53,  page  120G.  "The   Banking  Almanac 
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currency  reserve  is  undoubtedly  required  only  in  India. 
It  has  no  function  to  perftilin  in  this  country. 

11.277.  Do  you  mean  it  to  apply  to  the  gold 
standard  reselwe  also  ? — The  g&ld  standard  reserve,  I 
think,  should  also  be  in  gold  and  *holly  in  India. 

11.278.  I  think,  from  What  you  have  said,  you  are 
looking  forward  to  a  tillie  in  the  future  when  perhaps 
a  gold  staildard  resei-ve  might  be  dispehsed  with, 
owing  to  the  large  circulation  of  gold  ooill  in  India, 
but  in  the  meantinie  I  take  it  you  woiild  quite  agree 
that  there  must  be  a  gold  standard  resei-ve  ? — There 
must  be  a  gold  staadafd  reserve  in  the  meantime. 

11.279.  t  think  you  \vould  like  to  see  it  larger  than 
it  is  at  present  ? — Yes.  I  have  stated  the  amount  in 
paragraph  60  (p&.ge  680). 

11.280.  You  say  ther«,  "If  the  resel-ves  of  the 
"  i^aper  cun'ency  are  made  entirely  metallid  and  con- 
"  sist  mamly  of  gold,  then  25,000,000/.  of  gold  in  the 
■'  gold  standard  reserve  ftind  would  be  ample."  There- 
fore you  feel  that  the  amoulit  of  gold  in  the  presenc 
gold  staildard  reserve  is  inadequate  ? — tlnleSs  yoh 
bring  it  up  to  35  aiillions ;  if  you  have  the  fiduciai-y 
portion  removed,  ^6  miUioiis  would  be  sufficient. 

11.281.  There  are  not  35  millions  there  now,  are 
there  I* — ^W e  have  at  present  20  inillions  in  the  gold 
standard  resei-ve. 

11.282.  Therefore,  in  the  first  place,  you  want  to 
see  it  increased  ? — Yes.  It  can  only  increase  if  silver 
rupees  are  coined;  it  cannot  increase  automatically. 
There  mUst  be  at  present  a  gold  Ooinage  and  a,  rupee 
coinage  conctiiTently,  but  the  Government  should  take 
care  that  the  gold  is  more  pushed  into  circulation. 

11.283.  I'hat  bi-iiigs  iiie  to  a  question  that  I  want 
to  put  to  you :  Let  iiie  take  an  extfeine  case  ;  suppose 
the  Governiiient  pusted  gold  So  much  that  no  niol'e 
mpees  were  coined,  then  thfe  gold  standard  reserve 
would  not  grOw,  wOuld  it? — Exactly;  if  no  rupees 
are  coined  there  is  lio  gro*tli  of  the  gold  standard 
resei"ve. 

11.284.  Yet  it  would  be  some  years  before  the 
amoUnt  of  gold  that  was  in  circulation  *ould  be  suf- 
ficient in  your  view  to  inaintaiii  Exchange  unaided  by 
the  reserve  ? — Yes.  If  active  Uieasui-es  are  taken  from 
nowi  theii  in  a  certain  nuiflbfet  of  years  we  become 
quite  ind^peiident  of  the  gold  Standard  i-eserve. 

11.285.  But  in  the  inteiYal? — In  the  intei-val  the 
reserve  should  last. 

11,286.-  In  the  iiiteifval  you  *ant  a  biggei*  reserve 
than  there  is  at  present  ? — YeS ;  30  millions  to  40 
millions  are  qiiite  ample  to  the  present  proportions  of 
trade. 

11,287.  Suppose  the  Government  liad  got  a  million 
sovereigns,  and  suppose  it  rested  with  them  to  put 
into  circulation  rupees  to  the  fade  value  of  a  milfion 
sovereigns  or  that  same  million  soTereigns ;  I  under- 
stand you  would  say  that  you  would  prefer  to  see 
them  put  the  gold  into  circulation  ?^-Exaetly. 

11,^88.  But  in  proportion  as  they  did  that,  they 
would  be  unable  to  strengthen  their  resom-ces.  Now, 
where  -frould  the  million  sovereigns  have  been  most 
useful  idt  the  maintenance  of  exchange — ^held  in  a 
centl-al  reserve  like  the  Gold  Standard  Resei-ve,  or 
scattered  up  and  down  India  in  cii'culation,  and  pos- 
sibly some  of  it  in  ho^ds,  if  you  will  allow  me  to  use 
that  word  ? — ^A  bird  in  the  hand  is  worth  two  in  the 
bush,  but  if  you  fill  up  yoUr  aviary  with  gold  birds, 
you  can  always  catch  them  -when  you  want  them. 

11.289.  For  immediate  purposes,  and  until  India  is 
what  I  may  call  satUi^ated  with  gold,  would  joii  agree 
that  gold  in  reserve  is  more  efiective  than  gold  in  dh'- 
culation  fod-  this  particular  purpose  of  maintaining 
exchange  ? — For  this  naiTow  purpose,  as  I  would  call 
it,  it  is  good ;  but  the  Government  should  take  a  broad 
view  of  the  whole  cmTency  position,  and  should  build 
it  up  in  such  a  Way  that  we  should  have  an  excess  of 
gold  and  less  of  silver. 

11.290.  Do  you  think  that  the  genei-al  policy  of  the 
nations  to  which  you  have  ref  en-ed  is  based  upon  those 
lines  ? — Yes. 

11.291.  Do  you  think  that  they  direct  theii"  policy 
to  getting  as  much  gold  into  cii'culation  as  possible  ? 
Would  it  not  be  rather  trUe  to  say  that  they 
endeavour  to  build  up  a  great  central  reserve'  of  gold, 
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but  are  increasingly  using  token  coins  for  the  purposes 
of  daily  exchange  ? — It  has  not  been  so  in  England. 

11,202.  I  am  not  quite  certain ;  but  what  about 
France  ? — In  France  they  guard  their  gold  as  much  as 
possible ;  they  will  not  tlu-ow  it  away. 

11.293.  They  do  not  try  and  force  it  into  circula- 
ticu  ? — Whenever  they  have  it  they  give  it  with  great 
pleasure,  but  not  for  export. 

11.294.  Do  they  give  it  with  great  pleasure  ? — Yes. 
11,29.5.  Have  you  ever  tried." — Lately,  when  they 

had  not  enough  gold,  and  when  there  was  a  chance  of 
gold  crossing  the  border,  they  blocked  it ;  but  ordi- 
nai-ily  they  would  give  the  gold. 

11.296.  At  any  rate,  lately  they  were  ti-ying  to  keep 
their  gold  in  their  reserves,  and  wei'e  not  giving  it  out 
freely  ? — Owing  to  the  Balkan  troubles,  and  to  the 
hoarding  demand  for  gold. 

11.297.  Now  take  Germany ;  do  you  think  the 
recent  trend  of  currency  operations  in  Grermany  has 
been  in  the  direction  of  forcing  more  gold  mto  circula- 
tion ?  Has  it  not  rather  been  in  the  opposite  direction, 
of  attracting  more  gold  to  the  reserve,  and  substituting 
other  forms  of  currency  for  it  ? — They  want  to  sub- 
stitute notes ;  they  do  not  want  to  substitute  sUver. 

11.298.  Youi-  objection  to  silver,  I  understand,  is 
that  the  bullion  in  it  is  not  worth  the  face  value  of  the 
coin  ? — Exactly. 

11.299.  Does  that  not  apply  a  fortiori  to  a  note  ? 
— The  notes  are  in  Gennany  based  on  gold  and  dis- 
counts, and  that  is  the  most  scientific  money  you  can 
have. 

11,800.  You  give  us  some  very  interesting  informa- 
tion about  the  suggestion  that  India  hoards  gold  ;  in 
the  true  sense  of  a  hoard,  you  declare  that  there  is  no 
such  thing  as  hoarding  gold  in  India  ." — That  is  so. 

11.301.  I  think  you  point  out  to  us,  as  other 
witnesses  have  done,  that  certain  Indian  customs  lead 
to  great  gifts  of  gold  omajnents  on  mai-riage  to  the 
women  of  the  family  ? — In  the  Hindoo  community. 

11.302.  That,  I  suppose,  is  in  itself  a  reserve,  and 
it  is  intended  as  a  provision  for  the  woman  to  whom  it 
is  given  ? — It  becomes  her  maiiiage  settlement. 

11.303.  From  the  point  of  view  of  currency,  that  is 
as  much  withdi-awn,  is  it  not,  as  if  it  were  placed  in  a 
box  which  was  then  looked  up  in  a  chest  ? — That  is 
only  a  trade  demand  for  gold.  Every  country  has  a 
cui-rency  demand  for  gold  and  a  trade  demand  for 
gold,  and  the  trade  demand  of  India,  as  I  have  shown 
in  a  special  section,  is  nothing  abnormal  compared 
with  the  population. 

11.304.  Do  you  include  that  gold  as  pai-t  of  her 
trade  demand  ? — That  is  a  part  of  the  trade  demand 
for  gold.  The  gold  in  ornaments  is  gold  used  iu  the 
industrial  arts.  Every  country  has  these  two  com- 
partments. 

11.305.  Are  the  do^vl■ies  so  given  di-awn  upon  in  later 
life  by  the  woman,  or  does  she  hand  them  down  in  the 
f oiin  of  gold  ornaments  to  her  heii-s  ? — I  do  not  know 
much  about  the  Hindoo  people,  being  myself  a  Parsee. 
If  the  woman  can  manage  to  give  it  to  her  own 
daughter,  she  will  do  so,  but  if  necessity  requii-es  it, 
she  can  part  with  it.  Thei-e  is  a  special  book,  called 
the  Law  of  Stree-dhan,  which  describes  all  this. 

11.306.  I  wanted  to  ascertain  roughly  to  what  ex- 
tent that  was  regai'ded  as  a  resei-ve,  not  to  be  di-awn 
upon  in  ordinaiy  cu'cumstances,  but  such  as  would  be 
drawn  upon  in  times  of  pressure  or  for  any  special 
needs  ? — That  is  the  woman's  property,  and  if  she 
elects  to  give  it  up,  it  can  be  used,  but  otherwise  it 
cannot  be  touched  by  creditors  or  by  any  other  person. 

11.307.  You  hold  the  view  that  the  Oun'enoy 
Beseiwe  should  be  held  in  India  ? — Yes,  wholly. 

11.308.  I  thittk  the  Cuii-ency  Besei-ve  exists 
primarily  to  guai-antee  the  encashability  of  notes  P — 
Solely  for  that  pui-pose. 

11.309.  And  they  will  be  presented,  if  presented  at 
all,  in  India  I  suppose  ;  therefore  it  is  ia  India  that 
you  think  the  reserve  which  is  held  against  them 
should  he  kept  ? — Wholly  in  India. 

11.310.  Now  when  we  come  to  the  Gold  Standard 
Eeaei've,  I  think  you  hold  the  view  that  that  also 
shoiild  be  kept  in  India  ? — That  is  my  view. 


11.311.  The  Gold  Standard  Reserve  exists  for  the 
maintenance  of  exchange,  does  it  not  ? — At  present. 

11.312.  Suppose  an  exchange  crisis  arises,  where 
wouldthegold  be  required?— The  gold  would  be  required 
m  England,  but  there  would  be  many  warnings  before 
the  cr'isis  comes.  You  get  weather  reports,  you  get 
crop  reports,  you  get  customs  reports,  and  after  that 
you  begin  to  see  that  a  crisis  is  likely  to  come. 

11.313.  And  when  you  see  that,  you  will  begin  to 
ship  gold,  will  you  P — Such  portion  as  is  required  to 
make  up  the  India  Office  demands. 

11.314.  What  is  the  advantage,  in  yom*  mind,  then, 
in  keeping  the  gold  in  India  in  the  meantime  ? — It  can 
form  a  wai-  chest ;  it  can  foi-m  also  an  emergency 
reserve.  The  Government  of  India  has  enormous 
demand  liabilities  in  connection  with  the  Savings  Bajak 
and  other  deposits,  and  they  have  nothing  against 
them.  The  gold  being  India's  gold,  it  should  be 
located  in  India. 

11.315.  Ai-e  there  obligations  on  the  Savings  Banks 
to  pay  in  gold  P — They  are  to  pay  in  cash,  but  the 
Government  cash  is  limited.  If  you  look  into  it,  you 
will  see  there  is  a  Savings  Bank  balance  of  13  millions 
sterling,  against  which  there  is  no  reserve  whatever. 

11.316.  If  I  rightly  understand  your  meaning — and 
you  will  correct  me  if  I  am  wi-ong,  because  I  do  not 
want  to  put  words  into  yom-  mouth  that  do  not  express 
yom-  view — ^you  regard  the  maintenance  of  exchange 
as  only  one  of  the  functions  which  have  fa  be  per- 
foi-med  by  the  Gold  Standai-d  Reserve  P — Yes. 

11.317.  Perhaps  even  not  the  most  important  or 
most  m-gent? — It  is  important  in  the  eyes  of  the 
Government,  but  not  of  the  public. 

11.318.  Do  you  mean  by  that  answer  that  it  would 
be  of  little  consequence  to  the  public  if  the  exchange 
broke,  or  do  you  only  mean  that  they  do  not  appreciate 
the  importance  of  maintaining  the  exchange  P — Out  of 
the  315  millions  of  people  in  India,  300  millions  do  not 
know  about  exchange  questions,  and  they  are  perfectly 
deal  to  them. 

11.319.  That  I  perfectly  understand;  but  yom- 
answer  left  me  in  doubt  as  to  whether  you  thought 
that  if  the  exchange  gave  way,  if  the  attempt  of  the 
Govei-nment  to  keep  exchange  stable  broke  down 
altogether,  that  would  be  a  matter  of  actual  indifference 
to  the  whole  people  of  India,  and  whether  in  your 
view  that  would  cause  any  injury  to  them  ? — It  would 
cause  injiu-y  to  the  ti-ade  of  the  countiy,  but  not  to  the 
whole  mass  of  the  people. 

11.320.  Do  you  think  that  the  mass  of  the  people 
have  no  interest  in  the  maintenance  of  exchange? — 
They  have  no  personal  interest  whatever. 

11.321.  Not  only  no  conscious  interest,  but  in  fact 
it  does  not  matter  to  them  what  the  course  of  exchange 
is." — They  never  vmdei-stand  it  and  do  not  study  it. 
The  foreign  exchange  is  only  of  interest  to  a  very 
limited  number. 

11.322.  I  can  understand  that  they  do  not  study  it, 
but  you  have  studied  it,  and  what  I  vrant  to  get  at  is 
your  opinion,  not  theirs.  I  dare  say  if  I  were  to  ask 
an  Indian  ryot  the  questions  I  am  asking  you,  he  would 
not  know  what  I  was  talking  about.  What  I  want  to 
know  is  whether  in  yom-  opinion  it  is  a  matter  of 
absolute  indifference  to  the  welfare  of  the  Indian  peasant 
whether  exchange  is  mamtained  or  not? — It  is  of 
great  importance  to  the  Government  and  to  the 
mercantile  community  and  to  the  trade  of  the 
community. 

11.323.  But  not  to  the  mass  of  the  people  ? — They 
are  not  conscious  of  it. 

11.324.  That  is  not  the  question  ;  I  am  not  asking 
you  whether  they  are  conscious  of  it.  I  am  asking 
whether  in  yom-  opinion  then-  welfare  would  be 
affected  if  the  Government  said,  we  are  not  going  to 
maintain  exchange  ? — The  troubles  of  the  Government 
are  the  troubles  of  the  people.  It  natui-aUy  affects 
them. 

11.325.  Then  you  would  agree,  at  any  rate,  that 
one  of  the  objects  of  the  Gold  Standard  Reseiwe  is  to 
maintain  exchange  P — That  is  the  object. 

11.326.  And  that  must  be  one  of  the  first  things 
that  the  Govei-nment  have  in  view  in  the  management 
of  the  Gold  Standard  Resei-ve  ? — Yes. 
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11.327.  You  would  agree,  I  think  you  said,  that  in 
so  far  as  the  Gold  Standard  Resei-ve  was  required  for 
the  maintenance  of  exchange  it  would  be  required  in 
London  when  the  crisis  in  exchange  came  ? — Yes, 
when  it  comes.  But  it  may  not  come  within  the  next 
15  years,  and  why  keep  the  gold  all  the  time  in  London  ? 
"We  caji  supply  it  when  required.  When  exchange 
goes  down  Fmnce  wiU  send  out  gold,  Russia  will  send 
out  gold,  Gei-many  will  send  out  gold,  the  United 
States  will  send  out  gold,  and  India  will  send  out  gold. 
Why  let  it  remain  all  the  time  in  another  country 
when  we  may  have  a  use  for  our  own  gold  ? 

11.328.  You  think,  as  I  understand,  that  the  Gold 
Standard  Reserye  ought  to  be  kept  in  India  in  the 
meantime  because  you  might  wish  to  draw  upon  it  for 
purposes  quite  apart  from  exchange  ? — Yes,  if  it 
becomes  necessary.  Government  has  used  it  already 
for  that  purpose. 

11.329.  For  what  purpose  ?  Are  you  referring  to 
the  use  of  the  million  and  a  half  for  railways  ? — I  am 
refen-ing  to  page  224,  Appendix  VII.,  paragraph  33,* 
where  it  is  stated  generally  by  one  of  the  officials  of 
the  India  Office. 

11.330.  It  says  there  "the  portion  of  the  Gold 
"  Standard  Resei-ve  held  in  mpees  in  India  has  been 
"  vitilised  on  one  or  two  occasions  in  the  past  as  a 
"  resoui'ce  from  which  the  Government  of  India  might 
'■  boiTow  "  ? — Read  the  closing  sentence,  please. 

11.331.  "  But  it  has  been  recognised  and  put  on 
'•  record  in  a  despatch  by  the  Secretary  of  State  to  the 
'•  Government  of  India  that  such  utilisation  of  the 
"  Gold  Standard  Resei-ve  funds  in  their  hands  must 
'•  be  treated  as  entirely  exceptional  and  only  to  be 
"  resorted  to  in  cases  of  extreme  emergency."  The 
use  to  which  reference  is  made  there  is  the  use  of  the 
silver  portion  of  the  reserve  "  as  a  resource  from  which 
"  the  Government  of  India  might  borrow,  paying 
"  interest  on  the  loan,  in  order  to  meet  the  Secretary 
"  of  State's  di'awings  when  it  has  not  been  convenient 
"  to  meet  them  from  Treasury  Balances  or  through 
"  currency  "  ? — It  has  been  used  for  that  purpose,  and 
not  entirely  for  exchange  purposes ;  and  it  can  be 
used,  if  a  war  breaks  out,  as  a  war  chest.  If  the  people 
demand  the  Savings  Bank  balances  the  Government 
will  have  to  borrow  or  to  raise  the  money  by  loans  if 
they  have  not  got  it  in  their  own  hands. 

11.332.  You  do  not  at  aU  desire,  I  gather,  to  see 
the  Gold  Standard  Reserve  maintained  merely  for 
exchange  purposes  ? — That  is  its  main  function,  but  in 
very  exceptional  circvunstances  it  can  be  broached  in 
India  for  other  Government  purposes.  I  do  not 
recommend  at  all  that  it  should  be  used  for  any 
ordinary  purpose. 

11.333.  You  would  use  it  only  exceptionally:-' — 
Yery  exceptionally. 

11.334.  If  you  had  the  Gold  Standai-d  Resei-ve 
money  iu  India  I  presume  you  would  desire  to  see  it 
kept  in  gold  ? — It  can  only  be  kept  in  gold  there. 

11.335.  You  have  no  idea  of  having  it  in  short- 
dated  investments  there  ? — No. 

11.336.  Wliat  is  your  view  as  regards  the  silver  in 
the  Gold  Standai-d  Reserve  ?— I  think  there  should  be 
no  silver  in  the  Gold  Standard  Reserve.  I  think  that 
branch  should  be  closed. 

11.337.  You  are  anxious,  I  think,  to  see  a  mint 
opened  in  India  for  the  coinage  of  gold .?— That  is  so. 

11.338.  You  desire,  as  I  understand,  to  com 
sovereigns  ? — From  the  Imperial  point  of  view  I  think 
the  sovereign  is  the  better  coin;  from  the  national 
point  of  view  a  10-rupee  gold  coin  is  the  better  coin. 

11.339.  Might  not  the  10-rupee  gold  coin  seriously 
interfere  with  the  cii-culation  of  the  10-rupee  note  ?— 
I  do  not  think  so,  because  those  who  want  metaUic 
money  will  only  take  metallic  money. 

11.340.  You  do  not  think  there  are  any  number  ot 
people  who  now  take  notes  who  might  be  tempted  by 
the  10-rupee  gold  piece  ?— They  will  not  be  tempted. 

11341.  I  am  not  quite  clear  from  youi- memoi-an- 
dum  what  amount  of  gold  you  think  would  come  to 
the  Indian  mint  to  be  coined ;  do  you  thmk  that  the 
produce  of  the  Indian  mines  would  all  go  to  the  Indian 

mint  ?— I  think  it  must  go  ultimately. 

'  *  Cd.  7070. 


11.342.  Some  time  ago,  when  communications  were 
passing  between  the  Secretai-y  of  State  and  the  Indian 
Government  on  this  subject,  I  think  it  transpired  that 
those  mines  were  under  contract  to  sell  their  gold  in 
London? — The  gentlemen  who  manage  these  com- 
panies are  practical  business  men,  and  if  they  can  get 
a  better  return  by  tendering  the  gold  in  India  they 
will  not  transfer  it  outsidfe  India,  as  the  shareholders 
are  siu-e  to  complain. 

11.343.  You  do  not  know  whether  they  have  any 
such  contracts  running  now,  or  for  how  long  their 
contracts  exist,  do  you  ? — I  have  no  personal  knowledge 
of  that. 

11.344.  What  other  gold,  do  you  think  would  come 
to  an  Indian  mint  ? — When  exchange  is  at  gold  import 
point,  gold  will  come  from  many  countries  to  India. 
The  Governor  of  the  Bank  of  England  in  a  written 
statement  to  the  American  Monetary  Commission  said 
that  when  they  raised  the  Bank  Rate  to  7  per  cent,  on 
November  7,  1907,  24  covmtries  sent  gold  to  London  ; 
so,  when  we  have  a  strong  balance  of  trade  in  our 
favoui-,  we  will  be  receiving  gold  from  many  countx-ies. 
If  gold  is  being  discharged  from  Germany  or  France  or 
Italy,  it  can  come  to  India  if  we  have  an  open  mint. 

11.345.  Do  you  understand  the  statement  that  you 
have  read — I  have  only  just  heard  of  it  from  you — to 
mean  that  it  was  always  uncoined  gold  that  was  sent  to 
the  Bank  of  England  ? — It  may  come  in  the  form  of 
uncoined  gold  or  any  kind  of  coins ;  the  Bank  of 
England  is  ready  to  take  anything. 

11.346.  If  it  comes  to  you  in  the  form  of  gold  coin 
you  do  not  propose  to  melt  itdownand  re-coin  it,  da  you  ? 
— If  a  buying  authority  for  gold  is  constituted  in  India 
like  the  Bank  of  England  or  the  Currency  Department 
it  is  at  their  option  whether  to  keep  it  in  the  shape  of 
sovereigns  or  in  the  shape  of  bars.  The  Bank  of  Eng- 
land does  not  send  aU  the  gold  it  receives  to  be  melted 
down  into  sovereigns  ;  it  keeps  the  gold  for  re-export 
if  required. 

11.347.  What  are  the  practical  advantages  which  in 
your  opinion  would  accrue  to  India  from  the  possession 
of  a  mint  for  the  coinage  of  gold  ? — It  is  an  inseparable 
portion  of  the  financial  system. 

11.348.  In  what  sense  is  it  inseparable  ? — What  is 
India's  standard  of  value  ?  What  is  the  value  of  an 
ounce  of  gold  in  India  to-day  ?  You  have  two  autho- 
rities established  in  England.  The  Bank  of  England 
is  bound  to  buy  it  at  3^  17s.  9d.  under  the  Bank 
Charter  Act  of  1844  ;  and  the  Mint  is  bound  to  coin  it 
at  31.  17s.  lOid.  into  soveieigns  within  15  days.  The 
standard  of  value,  therefore,  is  31.  17s.  lOjci!.  for  an 
ounce  of  gold  in  England,  but  in  India  we  have  no 
standard  of  value. 

11.349.  Thei-e  is  no  mint  in  South  Africa  ? — That  is 
so.  In  order  to  appx-eciate  the  facts  you  have  to  see 
what  is  the  amount  of  circulating  gold  and  silver  and 
notes  in  South  Africa.  In  South  Africa  they  produce 
an  enormous  amount  of  gold,  but  they  require  very 
little  for  their  intenml  pm-poses.  They  wotild  be  losers 
by  having  a  mint. 

11.350.  Is  there  any  standard  of  value  in  South 
Africa  P  Does  the  presence  of  a  mint  create  a  standard 
of  value  and  the  absence  of  a  mint  imply  that  there  is 
no  standard  of  \  alue  P — The  presence  of  a  mint  does 
create  a  standard  of  value.  In  India,  for  instance,  if 
you  want  to  sell  an  ounce  of  gold  to-day  nobody  is 
bound  to  buy  it ;  the  exchange  banks  will  buy  it  for 
export  to  a  gold  standard  country,  but  they  will  first 
charge  their  own  commifjsion,  and  then  take  off  the  cost 
of  transmission  and  aU  the  loss  of  interest  that  they 
suffer  by  locking  up  their  money. 

11.351.  Do  you  think  there  is  a  great  deal  of  un- 
coined gold  in  India  which  would  be  tendered  for 
coinage  at  the  mint  if  it  were  opened  ? — A  certain 
amount  of  gold  will  turn  up  for  coinage,  and  it  will 
happen,  as  it  happens  in  this  countiy,  that  gold  wiU  be 
tendered  for  coiuage,  and  I  bslieve  it  will  be  brought 
in  on  the  other  side  for  trade  purposes. 

11.352.  As  regards  the  sale  of  Council  Bills,  is 
your  position  that  the  Government  has  brought  too 
much  money  to  this  side,  or  is  it  only  that  it  has 
brought  the  money  unnecessarily  soon  and  that  it 
should  have  left  it  in  India  as  long  as  it  could  ? — By 
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the  method  of  aelling  extra  Oonncil  Bills  the  Budget 
is  not  carried  out. 

11.353.  May  we  go  a  step  further  back  ?  Is  it  not 
the  fact  that  either  the  revenue  is  greater  than,  the 
Budget  estimate  or  that  the  expenditure  is  less  than  the 
Budget  estimate  P  Is  it  not  o-sving  to  one  of  those  two 
facts,  or  to  both  of  them  in  combination,  that  there  are 
funds  in  India  against  which  additional  Council  Bills 
can  be  sold  ? — Tes,  there  is  a  surplus  in  the  Budget, 
and  then  these  additional  Council  Bills  can  be  sold. 
But  should  they  be  sold  ? 

11.354.  Do  you  think  that  when  once  the  Budget 
requirements  have  been  satisfied  no  more  Council  Bills 
should  be  sold  ?---Fot  by  the  India  Office,  without  the 
matter  being  discussed  in  onr  Legislative  Council,  and 
then  being  brought  up  in  Pai-liament.  The  Budget  has 
to  be  carried  out  as  a  budget,  but  under  these  aa-bitrary 
powers  the  pi-ogramme  of  the  Budget  is  not  carried 
out. 

11,335.  Tom'  objection,  then,  is  not  ao  much  to 
what  is  done  as  to  its  being  done  without  a  preliminary 
discussion  in  the  Legislative  Council  of  any  alterations 
from  the  original  estimate?— ^Tes.  If  my  suggestion 
is  adopted  it  will  lead  to  an  accurate  estimate  being 
formed.  At  present  they  underestimate,  because  they 
are  afraid  they  cannot  raise  loans  in  London,  and  then 
they  convert  the  surplus  into  building  railways. 

11.356.  But  when  they  realise  a  surplus^- — ?^^ 
Then  the  distribution  of  the  surplus  must  take  place 
as  settled  by  the  Legislative  Council  after  full  dis- 
cussion. 

11.357.  Tour  objection  to  the  present  system  is 
not,  as  I  understand  from  what  you  are  saying  now,  so 
much  to  the  fact  that  they  have  brought  additional 
money  to  London,  but  that  they  have  done  so  without 
the  sanction  of  the  Legislative  Council  ? — That  is  one 
portion  of  my  objection. 

11.358.  That  is,  if  I  may  say  so,  rather  a  political 
than  an  economic  objection? — No;  it  is  as  much 
economic  as  political. 

11.359.  What  is  the  economic  objection  ? — If  the 
revenues  are  in  excess  the  surplus  must  be  applied  for 
the  benefit  of  the  people.  In  England  you  have  an 
enormous  debt — ^your  National  Debt  is  724  millions  and 
your  deadweight  debt  is  674  millions.  We  have  only  a 
deadweight  debt  of  12J  millions,  and  if  they  go  on  at 
the  present  rate  they  will  extinguish  it  in  a  year  or 
two.  It  is  necessary  for  Great  Britain  to  out  its 
deadweight  of  debt  year  after  year,  but  it  is  not  at  all 
necessary  for  India. 

11.360.  Do  you  object  to  the  application  of  surplus 
revenues  to  capital  developments  ? — It  must  be  in 
proportion  to  the  other  requirements  of  the  country. 
Ton  cannot  devote  the  whole  proceeds  entirely  to  the 
railways.  There  is  the  demand  for  ra-lways  and  thei'e 
are  the  othei'  demands — the  demand  for  education,  the 
demand  for  sanitation,  and  the  other  practical  purposes 
for  which  India  is  requiring  money. 

11.361.  (Mr.  Qillan.)  What  would  you  have 
diverted  the  money  to  in  the  last  three  or  four  years  ? 
— The  first  thing  i^j  why  is  an  excess  produced  ? 

11.362.  Having  the  excess,  what  would  you  have 
done  with  it  ? — Ton  can  spend  it  for  improving  the 
people  in  a  thousand  ways. 

11.363.  Have  you  any  doubt  that  the  Gbvemmeht 
has,  as  a  matter  of  fact,  enormously  iidvanced  their 
expenditure  on  education  and  sanitation  in  the  last  few 
ye^rs  ? — Ton  should  judge  it  by  the  proportion  of  the 
results. 

11.364.  Do  you  think  they  could  have  gone  on 
faster  with  that  programme  ? — -They  could  have  gone 
on  faster  with  that  programme  and  with  other 
programmes. 

11.365.  (Chairman.)  Would  you  have  desired  to  see 
them  do  less  railway  development  ? — ^No.  If  they  can 
build  railways  with  borrowed  money  they  can  build 
then[i  to  the  full  extent,  and  instead  of  a  l^rmillion 
programme  they  can  have  a  20- million  pi'ogramme.  If 
England  will  supply  us  with  20  millions  we  could 
certainly  take  that  money  and  build  up  our  railway 
and  irrigation  systems. 

11.366.  If  I  understand  you  rightly,  your  view  is 
that  railways  ought  to  be  built  out  of  borrowed  money 


and  that  the  surplus  ought  to  be  left  for  non-remune- 
rative expenditure — I  mean  expenditure  like  education 
and  sanitation,  which  is  not  directly  remunerative  ? — ■ 
There  is  no  doubt  that  the  Government  allow  a  million 
of  the  Savings  Bank  deposits  to  be  converted  into  rail- 
ways, and  then  there  is  a  famine  fund  from  which  half  a 
million  is  converted  into  railways.  What  is  required 
is  to  get  borrowed  capital  for  the  railways  either  from 
England  or  India. 

11.367.  I  am  asking  you  these  questions  because 
nearly  every  witness  who  has  touched  on  this  subject 
at  all  has  urged  the  need  for  a  much  larger  expendi- 
tm'e  in  railway  development  ?^I  can  quite  think  that, 
but  the  India  Office  should  raise  that  money,  and  they 
should  not  tax  the  present  generation  in  order  to  build 
the  railways. 

11.368.  Do  you  think  that  they  could  have  safely 
raised  in  recent  times  much  larger  sums  than  they  have 
borj'owed  P — Every  year  in  England,  200  millions  are 
given  out  for  investments,  but  the  India  Office  is  only 
able  to  secure  for  us  6  millions  or  thereabouts.  If  you 
take  the  years  1909-10  to  1913-14  you  will  see  the 
amount  borrowed  was  32,873,000L,  which  gives  an 
annual  average  of  6,574,640^. 

11.369.  Do  jou  suppose  that  without  breaking  their 
rate  and  without  paying  much  higher  they  could  have 
raised  very  largely  increased  sums  in  England  in 
recent  tjmes  ? — ^That  is  a  question  for  the  India  Office 
to  answer. 

11.370.  I  thought  your  memorandum  was  based 
upon  the  supposition  that  they  had  only  to  apply  to 
the  London  money  market,  if  they  wanted  10  millions 
wjiere  they  now  take  5  millions,  in  order  to  get  it  P — 
They  may  or  may  not  get  it.  It  is  how  they  work  the 
India  Omce.     Canada  gets  enormous  sums  of  money. 

11.371.  At  3J  per  cent.  P — I  do  not  know  exactly 
the  I'ate,  but  if  you  take  the  destination  of  the  capital 
th^t  is  exported  from  London  you  will  see  that  very 
little  comes  to  India. 

11.372.  Do  you  think  that  more  money  could  be 
raised  in  India  by  loan  ? — If  the  Government  helps 
properly  to  build  up  the  money  market,  then  year  by 
year  we  will  have  a  broader  basis. 

11.373.  What  do  you  mean  exactly  by  "if  the 
"  Government  helps  properly  to  build  up  the  money 
"  market "  ? — If  they  do  not  lock  up  the  money  in 
their  reserve  treasuries  ;  if  when  the  loans  are  floated 
they  let  the  proceeds  be  absorbed  gradually  by  the  money 
market.  If  they  recast  their  whole  financial  machinery 
and  put  in  modem  machinery,  then  the  whole  thing 
can  be  expanded. 

11.374.  Would  you  like  to  see  them  lend  from  their 
balances  when  they  had  sufficient  sums  available  ? — I 
would  Kke  to  see  them  bank  their  surpluses  entirely 
with  the  Presidency  Banks. 

11.375.  And  place  the  whole  amounts  with  the 
Presidency  Banks  ? — Tes  ;  they  should  keep  no  resei-ve 
treasiu-les. 

11.376.  Should  they  give  that  money  free  of 
oh^ge  to  the  Presidency  Banks  P — They  should  give 
it  free  of  charge  to  the  Presidency  Banks,  and  they 
should  compel  the  Presidency  Banks  to  open  more 
branches.  What  India  at  present  wants  is  a  number 
of  branches  of  the  Presidency  Banks. 

11.377.  Do  you  think  that  it  would  be  safe  for 
them  to  place  the  whole  of  their  balances  with  the 
Presidency  Banks  without  security? — That  is  my 
opinion. 

11.378.  And  that  they  would  be  richly  remunerated 
for  doing  so  by  getting  more  branches  open  through- 
out the  country  P — That  is  my  opinion. 

11.379.  (Mr.  Keynes.)  There  are  a  few  small  ques- 
tions of  fact,  not  very  important,  that  I  should  like  to 
ask  about.  Tou  quote  an  estimate  of  there  being  40 
million  sovereigns  in  circulation  in  India  at  the  present 
time,  on  the  authority  of  the  Comptroller-General  a 
year  or  two  ago.  My  impression  is  that  60  crores 
would  represent  the  absorption  of  gold,  and  there  is 
no  evidence  that  that  amount  is  circulating  ? — It  is  a 
Government  estimate,  and  I  put  in  the  Government's 
exact  words  in  the  second'  paragraph  of  my  note 
(pp.  670-1  of  Appendix  XXXHI.). 
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11.380.  Does  th|,t  mean,  that  you  tiiiik  it  is  an 
accurate  estimate?— I  think  it  is  approtimately 
accurate. 

11.381.  You  argue  in  para.  13  (p.  674)  that  if  the 
Gomptroller-Generars  estimate  is  correct  then  only 
600,000  sovereigns  have  been  melted  on  the  average 
each  year;  does  not  your  experience  as  a  bullion 
broiler  lead  you  to  suppose  that  far  more  than  that 
must  have  heen  melted  over  the  whole  of  India  ? — It 
is  cheaper  to  melt  the  gold  bars  that  are  imported 
than  it  is  to  melt  sovereigns,  and  so  the  people  Will  not 
melt  sovereigns.  If  you  take  the  repoi-t  of  the  British 
mint  and  see  how  much  gold  is  missing  in  the  average 
circulating  sovereign,  you  will  oome  to  the  conclusion 
that  it  is  much  cheaper  to  melt  the  gold  bars  that  are 
imported  by  the  bankers. 

11,882.  For  some  purposes  I  understand  that  is 
so,  but  we  have  always  been  told,  as  I  think  the 
Comptroller- General  himself  has  reported,  that  when 
sovereigns  are  only  wanted  in  small  quantities  in  up- 
'conntry  places,  it  is  often  a  convenience  to  melt  down 
sovereigns  P — I  have  no  knowledge  of  up-country. 

11.383.  In  para.  15  (p.  674)  you  quote  an  assertion 
that  60  millions  in  gold  was  hoarded  on  the  Continent 
during  the  Balkan  disturbances  ;  nobody  Iniows  how 
much  the  hoarding  was,  but  was  not  the  greater 
part  in  the  fomi  of  notes  ? — ^No,  in  the  form  of  gold. 
If  you  read  the  Economist  of  this  year  you  will  see 
there  are  some  letters  and  statements  about  it. 

11.384.  I  know  it  was  stated,  but  is  it  not  almost 
certain  that  it  was  not  the  case  ?  Was  it  asserted 
in  Austria  and  Hungary  that  notes  WOTe  at  a  dis- 
count ? — The  notes  went  to  a  very  heavy  discount. 
There  was  a  special  letter  written  two  or  three  months 
ago  about  it. 

11.385.  The  notes  have  not  been  at  a  discount  in 
the  comitry  itself,  and  what  the  people  hoarded  must 
have  been  notes  because  there  was  no  gold  for  them  to 
hoard.  These  figures  refer  to  the  amount  of  money 
that  had  been  hoarded  and  not  to  the  amount  of  gold  ? 
--We  had  a  telegram  in  Bombay  quoting  these  words 
of  the  Chancellor  of  the  Exchequer,  and  I  put  them  in. 
That  is  aU  I  can  tell  you. 

11.386.  Then  you  sdy  that  there  is  no  rebate  on 
the  export  of  silver  which  has  paid  a  tax  on  impoi-t ; 
is  that  so,  because  I  did  not  know  that  ?  In  para.  23 
(p.  676)  you  imply  that  if  silver  is  imported  and  a  tax 
paid,  on  re-export  the  tax  cannot  be  recovered  ."—Not 
the  f uU  amount ;  they  cut  ofE  a  portion  of  it. 

11.387.  How  much  do  they  cut  ofE?  When  the 
duty  is  paid  on  silver,  of  the  silver  re-exported  how 
much  is  allowed  back  ? — One-eighth  is  taken  by  the 
Government.  If  you  pay  15  per  cent,  and  they  take 
one-eighth  of  it,  it  is  a  big  slice,  is  it  not  ? 

11.388.  What  is  the  reason  for  the  Government's 
policy  in  that  particular;  has  it  been  explained? — I 
cannot  tell  you.     Mr.  GUlan  wiU  be  able  to  tell  you. 

11.389.  In  para.  35  (p.  678)  you  speak  about  light- 
weight sovereigns,  and  you  complain  that  these 
sovereigns  have  to  be  remitted  hack  to  London.  I 
suppose  the  reason  for  that  was  that  the  English 
Exchequer  is  willing  to  bear  the  expense  of  the  loss  of 
gold,  and  that  if  they  were  sent  bacl;  to  England  that 
loss  would  fall  on  the  English  Govemment.  Do  you 
propose  that  it  should  fall  on  the  Indian  Govemment 
instead  ?— If  we  had  a  gold  mint  it  would  have  saved 
us  twice  13,600«,  ,     , 

11.390.  In  that  case  you  would  haVe  borne  the  loss 
through  the  deficiency  of  weight  ?— I  do  not  think  the 
deficiency  of  weight  will  come  to  so  much  as  compared 
with  the  cost  of  remitting  the  coin. 

11  391.  Tour  proposal  is,  anyhow^,  that  the  Govem- 
ment of  India  should  bear  the  deficiency  in  the  weight 
and  not  the  British  Government  ? -There  should  be 
an  agreement  between  them  how  the  loss  on  the 
coinage  is  to  be  proportioned. 

11 392  It  is  a  difficult  question,  because  m  one 
report  of  the  Comptroller  of  Currency  he  states  that 
these  light-weight  sovereigns  were  mostly  sovereigns 
from  Egypt,  and  that  they  had  lost  their  weight  m 
Egypt  through  a  certain  amount  of  sweating  whicn 
goes  on  there.  Would  you  propose  that  the  Indian 
Gfovei-nment  should  bear  the  loss  on  such  light-weight 


Sovereigns  as  may  be  imported  from  Egypt,  or  that 
they  should  be  sent  back  here  as  at  present  P — -If  it  is 
legal  tender  money  the  Govemment  is  bound  to 
accept  it. 

11,893.  They  are  boUnd  to  accept  it,  but  at  present 
they  throw  the  loss  on  somebody  else  ? — They  cannot 
throw  the  loss  on  somebody  else.  They  can  issue  it  as 
long  as  the  coins  are  of  legal  value,  but  when  they  are 
below  legal  value  they  have  to  dispose  of  them  as  best 
they  can. 

11.394.  If  they  ship  it  back  to  London,  losing  the 
freight  that  way,  they  can  then  recover  tliis  loss  from 
the  British  Exchequer ;  but  you  are  in  favour  of  their 
abandoning  their  present  privilege  of  throwing  this 
loss  on  the  British  Exchequer  ?—  If  you  are  cu-oulatiiig 
gold  in  your  own  country  you  must  purify  the  coinage, 
but  we  are  not  allowed  to  coin  gold.  If  we  have  a 
gold  ooinage  we  must  keep  it  pure,  the  same  as  the 
British  Exchequer  does. 

11.395.  In  answer  to  the  Ohaii-man,  you  said  that 
the  Indian  standard  was  non-existent,  bfecaiise  there 
was  no  authority  which  undertook  to  buy  gold  at  a 
fixed  rate.  Up  to  1906  the  Govermnent  of  India  were 
compelled  to  do  that  without  anybody  taking  much 
note  of  it ;  after  that  date  they  ceased  to  do  it.  Is  it 
your  opinion  that  the  whole  nature  of  the  Indian 
standard  was  changed  by  the  withdrawal  of  that 
notification  P — Yery  much  so.  In  1893  they  issued  a 
notification  that  Government  will  buy  any  amount  of 
gold  at  a  standard;  in  1900,  when  gold  began  to  fall 
in,  they  said  they  would  not  pay  for  the  gold  foi- 
60  days.  You  will  see  that  stated  in  Appendix  V., 
p.  110,  para.  4  (Cd.  7070).  That  means  that  they 
blocked  gold  altogethei'  from  1900  by  imposing  the  60 
days'  penalty. 

11.396.  In  your  opinion  was  that  a  very  vital 
change  P — ^It  was  a  retrogi-ade  change  ilndoubtedly. 

11.397.  If  they  reversed  that  policy  and  expressed 
their  willingness  to  purchase  gold,  would  that  not 
meet  your  point  ? — The  Government  should  not  ouly 
buy  gold  but  they  should  mint  it  also. 

11.398.  Why  should  they  mint  it  if  they  were 
wiDing  to  buy  it ;  what  good  would  that  do  P^-The 
Gbvernment  is  not  a  bullion  dealer,  is  it  ?  If  they  buy 
gold,  what  will  they  do  vsdth  the  gold  P 

11.399.  (Chairman.)  Look  at  paragraph  88  of  yoiu' 
memorandum,  p.  678,  which  is  headed  "  Th6  Govern- 
ment to  buy  and  sell  gold "  .''-^That  is  couduTrently 
with  the  mint,  the  same  as  the  Bank  of  England  does. 
You  have  to  remembei'  that  the  Bank  of  England  is  pi-e- 
pared  to  buy  any  amount  of  gold  at  Sh  17g.  9d.,  and 
the  British  Mint  is  bound  to  coin  any  amount  of  gold 
at  81.  178.  lO^d. 

11.400.  Do  you  not  recommend  in  that  pal'agraph 
88  that  the  Government  of  India  should  become 
bulhon  dealers  P — Combined  with  the  open  mint,  yes  ; 
but  if  it  is  without  an  open  mint  then  the  Government 
would  embarrass  itself  With  a  quantity  of  gold. 

11.401.  You  say  iu  that  paragraph  "Prom  the  gold 
"  held  iu  the  Paper  Currency  Department  the  Govem- 
"  ment  should  manufacture,  and  sell  as  near  cost  price 
"  as  possible,  gold  of  various  fineness  as  is  required 
"  for  ornaments  by  the  Indian  people "  P — That  is 
what  the  Americans  do  through  the  American  mints, 
and  the  American  assay  offices  ;  to  prevent  coins  being 
melted,  they  supply  the  goldsmiths  with  gold  for  this 
purpose. 

11.402.  Just  now  Mr.  Eeynes  asked  yon  whether 
you  did  not  think  it  would  be  desirable  that  the 
Government  should  reissue  their  notification  that  they 
would  buy  goldP — That  they  should  buy  it  con- 
currently with  an  open  mint. 

11,408.  And  only  if  there  is  an  open  mint  P — There 
should  be  both  together,  otherwise  the  Government 
becomes  a  trader,  and  will  interfere  with  banks  and 
others. 

11.404.  Do  they  not  become  a  trader  when  they 
sell  gold  for  trading  purposes  ? — When  it  is  done  con- 
currently with  an  open  gold  mint  it  is  just  a  veiy 
small  portion  of  the  work. 

11.405.  (Mr.  Keynes.)  You  propose  that  gradually 
India  should  get  rid  of  her  rupees,  and  have  sovereigns 
instead ;  would  you  push  that  to  the  point  of  melting 
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down  i-upees?— No.  The  present  currency  is  200 
millions  ;  by  1950  it  will  be  near  500  millions.  You 
must  build  iip  a  big  gold  cuiTency  with  a  smaller 
rupee  cuiTency. 

11.406.  Your  proposal  is  based  on  the  hypothesis 
tliat  there  is  going  to  be  a  vei-y  large  increase  in  the 
circulation,  but  not  in  the  foiin  of  notes  ? — Yes.  JEven 
if  there  are  notes,  there  is  at  the  back  of  them  gold  and 
silver. 

11.407.  You  do  not  suppose  that  by  1930  there  will 
be  a  certain  amount  of  credit  cuiTency  development  in 
India  ;  you  are  assuming  that  while  there  will  be  this 
enormous  increase  in  wealth  and  development,  never- 
theless there  will  be  a  complete  absence  of  credit 
currency,  as  there  is  at  present  ? — As  time  progresses 
people  will  take  more  notes.  The  notes  is  the  first 
thing  that  I  recommend.  The  second  thing  I  recom- 
mend is  gold  ;  preferentially  notes,  of  course,  because 
they  centralise  the  gold  and  put  it  into  the  control  of 
the  Government. 

11,40S,  The  encouragement  of  gold  might  stand  in 
the  way  of  notes,  and  if  it  did  not,  if  the  notes  went 
on  as  one  wished  them  to,  then  it  must  get  in  the  way 
of  rupees  ? — I  have  not  caught  the  question. 

11.409.  (Chairman.)  Mr.  Keynes  said  that  the  ex- 
tension of  the  gold  currency  must  stand  in  the  way  of 
notes,  or  if  it  did  not  stand  in  the  way  of  notes  it  would 
stand  in  the  way  of  rupees  ? — It  will  only  stand  in  the 
way  of  rupees,  not  in  the  way  of  notes,  because  those  who 
are  willing  to  take  the  notes  will  take  them.  But  the 
larger  portion  of  the  country  only  wants  metallic 
c\irrency,  and  my  suggestion  is  that  gold  should  be 
pushed  into  the  currency,  and  certainly  not  silver. 

11.410.  Mr.  Keynes  suggests  that,  under  those  cir- 
cumstances, it  might  resvilt  in  the  existing  rupees 
coming  in  from  circulation  ?— They  will  not  come 
in  from  circulation,  because  a  large  portion  of  the 
people  of  India  are  not  even  at  present  able  to  use 
legal  tender  money.  I  am  referring  to  half-rupees, 
rupees,  sovereigns  and  notes.  A  large  portion  of  the 
people  have  only  copper  money,  bronze  money,  nickel 
money  and  4-anna  and  2-anna  bits. 

11.411.  [Mr.  Keynes.)  You  feel  sure,  then,  that  the 
use  of  gold  cannot  possibly  go  very  far,  except  after 
a  great  number  of  yeaa's  ? — The  use  of  gold  will 
continue. 

11.412.  But  it  cannot  be  used  to  any  preponderating 
extent  for  many  years  to  come,  you  think? — If  the 
Government  properly  regulated  its  cuiTency,  the 
demand  would  go  on.  If  Govermnent  pushes  gold  in 
place  of  the  valueless  nipee,  it  is  better  for  the  whole 
country. 

11.413.  If  the  existing  number  of  rupees  remains  in 
circulation,  you  must  have  some  aiT-angements  like  the 
existing  ones  to  maintain  your  pai-ity ;  if  gold  replaces 
that,  then  you  must  melt  them  down  ? — Gold  is  not 
going  to  replace  the  present  mpees.  When  the  less 
civilised  people  become  a  little  more  civilised,  they 
begin  to  use  rupees,  and  the  other  people  will  begin  to 
use  gold  and  notes.- 

11.414.  Your  assumption  is  based  on  two  hypo- 
theses, first,  that  there  is  no  danger  of  gold  being  a 
rival  to  notes,  and  secondly,  that  there  is  no  danger 
of  gold  turning  out  existing  rupees  ;  are  not  those  your 
two  hypotheses  ? — If  gold  becomes  a  rival  to  notes,  it 
does  not  cause  any  damage,  because  the  notes  are  based 
on  gold. 

11.415.  You  suggest  in  one  part  of  your  memoran- 
vlum  (para.  54,  p.  680)  that  the  Gold  Standard  Resei-ve 
should  be  held  in  liquid  gold,  and  in  para.  60,  p.  682, 
you  propose  that  the  OuiTency  Reserve  should  also  be 
held  in  liquid  coin,  and  that  the  present  securities  there 
should  be  transfeiTed  to  the  Gold  Standard  Reserve  ? 
— It  is  only  because  we  have  six  crores  or  four  millions 
sterliug  of  rupees  belonging  to  the  Gold  Standard 
Reseiwe,  and  six   crores    or  four   millions  sterling  of 


Consols,  I  am  saying  that  the  Consols  should  be 
given  to  the  Gold  Standard  Reserve,  and  the  rupees 
should  be  put  into  the  CuiTency  Reserve, 

11.416.  That  is  inconsistent  with  your  other  pro- 
posal, that  the  Gold  Standard  Reserve  should  be  held  all 
in  reserve  ? — I  am  sajring  that  the  Gold  Standard 
security  should  be  liquefied.  Will  you  kindly  look  at 
para.  54  (p.  680). 

11.417.  Do  you  mean  that  these  Consols,  as  soon 
as  they  have  been  transfen-ed,  ought  to  be  sold  ? — Yes. 

11.418.  {Mr.  Gillan.)  I  take  it  that  you  do  not 
approve  of  the  use  which  the  Government  of  India  have 
made  recently  of  their  balances  in  devoting  so  much  to 
capital  expenditure  ? — That  is  so. 

11.419.  I  want  on  that  point  to  read  you  the 
remarks  that  were  made  by  the  Finance  Member  in 
introducing  the  financial  "statement  last  year.  He 
said  :  "  There  ai'e  enthusiasts  for  education  and  enthu- 
"  siasts  for  railways ;  the  Government  of  India  have 
"  to  hold  the  balance  between  them  and  endiu-e  the 
"  disparagement  of  both.  I  have  always  been  opposed 
"  to  any  hard-and-fast  rale.  The  distribution  must  be 
"  detei-mined  on  consideration  of  requirements  at  the 
"  time  of  the  allotments  "  (H.  of  C.  130  of  1913,  p.  19). 
I  take  it  that  your  view  is  that  there  should  be  a  hard- 
and-fast  imle,  and  that  in  no  case  should  any  part  of 
the  surplus  be  allocated  to  capital  expenditui-e  ? — 
There  should  be  a  reasonable  proportion.  I  am  a 
beHever,  and  a  great  believer,  in  the  development  of 
the  Indian  railway  and  irrigation  systems,  but  that 
should  not  be  done  at  such  a  price  as  to  outrvm  the 
progi-ess  of  the  community  in  other  directions. 

11.420.  Do  you  think  that  too  much  has  been  given 
to  capital  expenditure  ? — Too  much  has  been  given  to 
railways,  or  too  much  taxation  has  been  taken  from  the 
people. 

11.421.  Do  you  think  that  the  policy  of  the  develop- 
ment of  education  and  other  improvements  of  that 
kind  has  been  unduly  delayed  in  consequence  ?  Would 
you  have  been  prepared  to  allot  more  for  education 
than  has  been  allotted  in  the  last  three  years  ? — Yes, 
I  think  it  would  have  produced  better  results, 

11.422.  These  things  cannot  be  done  in  a  day  ? — 
No,  There  was  Mr.  Gokhale  saying  that  they  had 
made  an  educational  Budget  so  that  in  30  years  or  40 
years  all  the  people  will  be  educated,  but  if  they  go  on 
at  the  present  pace  they  will  not  be  educated  for 
70  or  80  years.  I  remember  reading  some  sucli 
discussion  on  education  in  the  Imperial  Legislative 
Council,  in  which  it  was  urged  that  you  should  speed 
up  education  and  a  gi-eat  many  other  things.  Even  in 
England  you  had  a  Development  Commission  two  or 
three  yeai-s  ago,  and  they  reported  and  a  great  many 
things  have  been  done.  Every-day  you  read  how  the 
people  in  England  are  upUfted,  and  you  see  that  the 
Chancellor  of  the  Exchequer  is  now  trying  to  uplift 
the  agricultui-al  labom-er,  and  all  these  people.  What 
are  the  efforts  that  are  being  made  in  India  ? 

11.423.  Is  it  not  the  fact  that  in  respect  of  these 
departments,  education  and  sanitation,  the  provincial 
Governments  have  very  large  balances  ear-marked 
which  they  have  not  yet  been  able  to  spend  ? — Yes,  for 
those  pui-poses,  but  the  uplifting  of  a  nation  can  take 
place  in  a  great  many  ways,  not  only  on  those  points 
that  you  have  just  mentioned.  The  chairman  can 
describe  to  you  how  a  nation  can  be  uplifted,  how 
these  political  people  in  England  work  for  it  and 
strive  for  it.  The  same  processes  can  be  applied  to 
India,  Any  amount  of  money  can  be  spent  in  India 
if  you  want  to  spend  it, 

11.424.  Do  you  remember  any  other  scheme  involv- 
ing large  expenditnre  which  has  been  urged  on  the 
Government  and  which  has  been  refused  ? — No.  My 
contention  is  not  that  way.  I  say  that  too  much 
money  is  raised  for  capital  expenditure  from  the 
pockets  of  the  people. 


The  witness  withdrew. 
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TWENTY-SEVENTH  DAY. 


At  the  India  Office,  Whitehall,  S.W. 


Thursday,  13th  November  1913. 


Present : 

The  Right  Hon.  AUSTEN  CHAMBERLAIN; 
LoKD  Fabee. 

LOBD   KiLBRACKBN,    G.C.B. 

Sir  Ernest  Cable. 

Sir  Shapurji  Buejorji  Broacha. 

Sir  James  Begbie. 


M.P.    {Chairman). 

Mr.  Robert  Woodbuen  Gillan,  C.S.I. 
Mr.  Henry  Neville  Gladstone. 
Mr.  John  Maynard  Keynes. 

Mr.  Basil  P.  Blackbtt  (Secretary). 


Sir  Guy  D.  A.  Fleetwood  Wilson,  G.C.I.E.,  K.O.B.,  K.O.M.G.,  called  and  examiaed. 


11,425.  {Chairman.)  You  havebeea  good  enough  to 
attend  here  to-day  by  request  to  give  us  any  assistance 
that  you  can.  We  have  had  a  very  full  account  of  the 
detailed  working  of  the  Indian  budget  system  from 
official  witnesses,  and  I  do  not  thinlc  that  I  need 
trouble  you  with  any  questions  on  details  of  that 
chai-acter,  but  there  ai'e  two  or  three  large  questions  of 
policy  on  which  the  Commission  would  be  glad  if  you 
could  give  them  the  benefit  of  your  experience.  May 
I  take  first  the  question  of  the  establishment  of  a  gold 
mint  in  India.  I  have  had  an  opportunity  of  reading 
some  references  to  the  subject  which  you  made  in  your 
last  financial  statement,*  but'it  would  be  of  assistance 
to  us  if  you  would  tell  us  what  your  attitude  is  towards 
that  proposal.  I  may  say  that  there  has  been  a  vei"y 
considerable  divergence  of  opinion  among  the  witnesses 
that  have  come  before  us,  and  therefore  we  should  like 
to  hear  your  views  on  the  subject  ? — One  of  the  three 
things  which  stmck  me  rather  forcibly  when  I  fii-st  took 
up  my  appointment  in  India  was  the  possibility  of 
coining  gold  on  a  modest  scale,  if  it  were  considered 
advisable  to  do  so.  I  consulted  all  those  Indians  who 
I  thought  would  be  able  to  give  me  guidance  in  the 
matter,  and  I  think  one  of  your  colleagues,  Sir  Shapm-ji 
Broacha,  with  whom  I  became  a  great  personal  friend, 
wiUteU  you  that  the  whole  of  my  attitude  whilst  in 
India  was  to  endeavour  to  get  in  close  touch  with 
Indian  opinion.  The  impression  that  I  received  was 
that  there  was  a  distinct  and  strong  desire  on  the  part 
of  Indians,  not  perhaps  quite  so  much  amongst  the 
English  but  cei-tainly  amongst  the  Indians,  to  be  able 
to  mint  a  gold  coin.  Sir  Shapurji  Broacha  used  a  very 
happy  expression,  which  has  become  historical;  he 
called  the  sovereign  the  Cement  of  the  Empire.  I 
adopted  that  very  tenn  myself,  I  think,  in  my  last 
finaiicial  statement.  My  desire  at  first  was  to  mmt  a 
sovereign  on  the  lines  of  the  Australian  sovereign, 
which  this  Commission  will  remember  has  the  word 
"  AustraUa  "  printed  across  it.  I  never  proposed  to  go 
beyond  that,  that  is,  having  "  India  "  instead  of  "  Aus- 
traUa "  I  think  that  would  have  met  a  distmct  and  a 
strong  desire  on  the  pai-t  of  India  to  have  then-  own 
gold  coin.  As  time  went  on,  I  considered  the  alternative 
of  coining  a  smaller  coin,  which  stmok  me  as  advisable, 
because  the  sovereign  is  rather  a  large  denomination 
for  the  ordinary  Indian  to  deal  with.  I  should  have 
stated  my  views  rather  more  fully  and  ra,ther  more 
emphaticaUy  on  the  last  occasion  m  India,  had  it  not 
been  for  the  fact  that  I  did  not  think  it  would  have 
been  respectful  to  this  Commission,  which  had  just 
been  appointed,  to  dogmatize  on  a  subject  which  was 
obvioushr  removed  from  my  purview  to  your  purview  ; 
therefore  I  tried  to  place  the  matter  m  aii  academical 
form,  so  to  speak,  before  the  Legislative  Council.  1 
thinlc  that  a  very  exaggerated  view  has  been  taken  oi 
what  I  originally  intended  to  do.  I  think  that  ai; 
exaggerated  view  is  taken  now  m  many  quarters  as  to 
theVolume  of  this  coining.  My  own  impression  is  that 
it  would  always  be  of  a  very  limited  charactei-^  and  that 
by  it  you  r-.a.r,jinget^a,  national  sentiment  which^^Jhmk 
~~"  *  See  H.  of  C.  130  of  1913. 
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is  a  legitimate  one  and  which  I  think  without  large 
expenditure  could  be  met.  I  think  that  the  amount 
of  bullion  would  be  small,  which  would  be  taken  to  be 
minted,  and  I  think  that  under  certain  conditions  the 
Mint  might  extract  a  certain  amount  of  gold  which  is 
now  tucked  away  in  the  form  of  ornaments  or  of  bars, 
not,  of  course,  from  the  great  holders  of  bar  gold  like 
Mysore,  Hydei'abad  and  the  other  large  States,  but  I 
do  believe  it  to  be  the  piactice  m  the  case  of  the  large 
zemindars,  especially  in  Bengal,  where  they  are  almost 
princes  in  the  sense  of  incomes,  and  of  the  small  States, 
that  they  put  by  for  a  rainy  day  a  certain  amount  of 
bullion  and  a  certain  amount  of  gold  in  ornaments 
which  never  see  dayKght.  They  are  old-fashioned 
ornaments,  very  heavy  gold  bangles  and  so  forth, 
which  the  ladies  of  India  no  longer  care  quite  so 
much  for,  their  taste  having  changed  in  favour  of 
more  modern  jewellery  and  precious  stones.  I  may  be 
wrong,  but  the  impression  I  have  received  is  that  those 
would  be  under  certain  conditions  brought  out  on 
certain  occasions.  The  Indians  are  invariably  liable  to 
a  considerable  degree  of  personal  outlay  on  thi-ee 
occasions,  the  maiiiage  of  a  .  daughter,  the  coming  of 
age  of  a  son,  and  funerals.  I  am  speaking  in  the 
presence  of  people  who  have  experience  of  India,  and 
they  will  correct  me  if  I  am  wrong.  On  these  occasions 
the  practice  of  a  great  many  of  these  rich  zemindars  is 
to  pledge  their  gold  bullion  to  the  inarwaris  and  the 
bunnias,  in  the  hope  of  getting  it  back.  Some  of  the 
smaller  men  spend  more  than  they  can  afford,  and  do 
not  get  it  back,  but  it  goes  back  in  that  foi-m  some- 
where else.  I  believe  myself,  though  it  is  impossible 
to  prove  it,  that  these  reserves — I  think  it  is  a  mis- 
nomer to  call  them  hoards — are  nowadays  very  much 
like  the  reserves  of  a  very  rich  man  who  hangs 
very  valuable  pictures  on  his  walls.  I  think  if  it 
were  held  in  liquid  sovereigns,  the  tendency  would 
be  to  let  them  out  much  more  readily,  and  I  think 
perhaps  even  more  lavishly,  and  then  they  would 
more  or  less  remain  in  circulation.  To  that  extent, 
I  think  it  would  be  an  advantage  in  hard  times 
or  in  times  when  special  expenditure  faced  the  holders 
of  these  small  reserves :  I  think  then  the  tendency 
would  be  to  bring  it  out.  However,  I  quite  admit 
that  that  is  an  argument  which,  after  all,  is  based 
on  personal  opinion,  and  I  would  not  advance  it  as  a 
sufficient  reason  for  coining  gold  in  Bombay.  The 
main  reason  is  that  I  think  there  is  a  strong  feeling  in 
favour  of  an  Indian  gold  coin.  That  is  certainly  my 
impression,  and  I  have  done  my  very  best  to  make 
myself  acquainted  with  the  feelings  of  Indians  on  the 
subject.  I  have  done  my  best,  and  I  think  my  relations 
were  intimate  with  the  Indians ;  I  may  be  mistaken, 
but  cei'tainly  the  impression  I  received  is  that  there  is 
an  almost  national  desire  to  have  an  Indian  gold  coin. 
They  are  veiy  tenacious  and  veiy  touchy  about  the 
differentiation  between  India  and  the  colonies,  and  I 
think  that  is  a  little  giievance  in  India,  and  if  you  can 
remove  this  sentimental  grievance,  it  will  be  a  very 
advantageous  thmg  to  do  so.  I  would  give  them  a 
small  mint  in  Bombay,  so  that,  just  as  they  now  boil 
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clowu  iheii-  jeweUe;i'y  and  sovereigns  into  gold  bars, 
they  could  have  the  opportunity  of  revei'sing  the  pro- 
oedm-e  and  turning  such  gold  bars  ;iud  gold  oniaments 
as  they  possessed  into  gold  coins. 

11,426.  1  think  1  am  right  in  understanding  that 
the  national  sentiment  of  which  you  have  spoken, 
Avould,  in  your  opinion,  be  satisfied  by  the  coining  of 
an  Indian  sovereign  ? — 1  think  so.  Perhaps  they  would 
prefer  to  coin  a  specially  Indian  coin  which  would 
appeal  to  Indian  sentiment,  but  I  think  the  breaking 
down  of  this  denial,  so  to  speak,  of  their  right  to 
coin  gold  would  have  a  good  effect;  and  I  think  it 
would  quite  satisfy  them  if  they  had  any  coin  which 
was  especially  Indian.  I  did  propose  ooiuing  the 
sovereign,  and  the  GoveiTiment  accepted  my  views  and 
a  despatch  was  sent  Jiome  advocating  it,  hecause  we 
thought  on  the  whole  that  it  perhaps  was  bettev  than 
e^^l;)aJ^:king  on  an  unknown  quantity  such  as  a  10-rupee 
piece.  But  the  lO-mpee  came  to  the  forefront  again, 
owing  to  the  difficulties  which  do  exist  and  which  are 
quite  legitimate  ^iflculties,  as  I  need  hardly  tell  an 
ex-Chancellor  of  the  Exchequer,  in  regard  to  passing 
soveveigns.  That  raised  the  qu^tioji  of  handing  over 
the  Indian  Mint  to  the  English  Mint,  or  to  its  control  at 
any  I'ate.  There  you  at  once  create  a,  gi-eeiter  objection 
thw  flow  e^fistsj.  They  are  most  tenacious  about 
English  interference  with  the  departments  in  India 
and  if  thei-e  is  one  department  which  is  thoroughly 
satisfactory  in  India  it  is  the  Mint.  The  Mint  pro- 
duced during  my  tenure  of  office  a  new  rupee,  and  I 
have  had  an  opportunity  of  submitting  that  new  rupee, 
to  numismatists  in  Germany,  in  France  and  in  Italy, 
and  they  all  tell  me  it  is  a  very  rema,rkably  fine 
specimen  of  mintijig.  We  have  built  up  the  Mint  with 
great  labouv  and  great  trouble,  and  we  are  most 
lo3rally  served  by  conspicuously  able  people  in  the 
Mint,  and  I  think  it  would  be  downright  cruel  not  to 
recognise  that.  They  have  produced  two  coins  which 
I  am^  assui'efl  are  second  to  none,  and  I  think  they  are 
a  marked  iinprpvement  on  some  of  our  English  coins. 
Thel-raupa  piece — what  Icall  the  fluted aniia piece — we 
were  assured  by  every  Mint  Master  in  the  woi'ld  coflld 
not  tie  beaten.  I  hjippeu  to  have  two  coins  here  ;  I  do  not 
kjiow  wljether  the  Commission  would  hke  to  see  them. 

11.427.  Perhaps  you  wiU.  be  gpod  enough  to  haud 
t^iem  round? — Certainly.  The  1-anna  piece  is  ad- 
mitted, I  believe,  to  be  one  of  the  very  best  coins  that 
ever  was  made.  We  have  got  over  the  diffipulty.of 
pvuiching  it  by  adopting  this  fluted  conditipn  without 
spoiling  either  the  obverse  or  the  reverse.  I  produce 
a  specimen  of  the  silver  1-nipee,  a  nickel  coia'  of  one 
anna,  and  another  coin  which  is  the  result  of  the  effort 
of  the  lEJnglish  Mint  to  produce  a  2s.  piece  of  a,  credit- 
able character.  I  confess  I  adhere  to  the  view  which  I 
expressed  to  my  old  friend  IJapartney,  when  I  told 
laxT}).  that  I  thought  it  was  a  disgyace  to  his  institution. 
The  Indian  rapee  is  ^  beautiful  coin. 

11.428.  I  would  like  to  ask  you  a  question  which 
arises  out  of  what  you  have  said.  What  you  have  said 
hqs  impressed  nie  very  much,  but  at  the  same  time  I 
confess  to  a  reluctance  to  see  a  new  gold  coin  made  in 
the  Empire,  which  would,  I  suppose,  have  a  rather 
local  cu-oulation,  at  the  expense  of  a  coin  which  is  the 
coin  of  the  whole  Empire  P — ^Are  you  alluding  to  a,n 
Indian  sovereign,  or  a  specific  Indian  coin  ? 

11.429.  I  am  alluding  now  to  a  specific  Indian  coin. 
I  should  be  very  reluctant  to  see  a  specific  Indian  coin 
and  not  the  sovereign  minted  ? — I  agree  with  you. 
That  was  my  original  attitude  in  regard  to  the  matter. 
I  think  all  things  considered  it  would  be  advisable  to 
have  a  coin  with  merely  something  on  it  to  show  that 
it  was  coined  in  India, 

11.430.  Would  it  not  be  the  case  if  we  coined  a 
10-rupee  piepe  that  whatever  advantages  it  might  have 
it  would  have  this  disadvantage,  that  it  would  probably 
enter  into  serious  competition  with  the  Note  issue  ? — 
I  do  not  think  so.  I  know  that  is  the  official  view 
taken,  but  I  believe,  although  it  sounds  a  p3,radox, 
that  it  would  strengthen  the  10-rupee  note.  If  they 
had  any  doubt  about  their  10-rupee  note  and  they 
could  get  its  equivalent  in  gold  over  the  counter,  I 
think  it  would  strengthen  the  position  of  the  note. 
I  do  not  think,  therefore,  that  the  lO-rapee  piece  would 


compete  with  the  note,  while  I  think  it  might  reduce 
the  tendency  to  keep  the  notes  in  the  background. 

11,431.  Ton  have  said  that  quite  legitimate  diffi- 
culties ai'ise  in  the  way  of  the  Treasury  abandoning 
their  control  over  the  other  Mints  of  the  Empii-e  in 
respect  of  the  gold  coinage ;  but  do  you  think  that  the 
conditions  which  the  Treasury  propose  are  prohibitive .'' 
— I  think,  if  the  Treasury  would  be  satisfied  to  have 
an  Inspector  of  Sovereigns,  if  I  may  so  put  it,  merely 
to  pass  the  sovereign  as  satisfactory  to  the  English 
Mint,  without  his  interfering  in  any  way  except  having 
the  powei'  of  rejection,  that  that  would  strengthen  the 
position  of  the  Indian  Mint,  and  I  can  see  no  objection 
to  it.  It  would  lead  to  friction  if  the  individual 
selected  was  likely  to  produce  frictipn,  but  I  do  not 
think  it  would  do  so  othenvise.  My  experience  of 
Indian  officials,  Anglo-Indian  as  well  as  Indian)  is  that 
they  are  vpvy  wUling  to  have  the  assistance  and  advice 
of  English  experts  from  England.  I  dq  not  think  there 
would  be  any  difficulty  in  that ;  whether  it  coidd  be 
done  from  the  practicitl  standponit,  whether  a  man 
could  pass  sovereigns,  I  do  not  Imow  ;  I  should  think 
he  could  pass  a  certain  numher.  I  should  t-liink  the 
easier  plan  would  be  that  which  is  adopted  in  the 
Ordnance  Factories,  and  I  had  that  in  my  mind  at  the 
time.  When  I  was  at  the  War  Office  it  was  the' 
practice,  and  I  have  no  doubt  it  is  now,  to  watch  the 
Ordnance  in  the  course  of  mannfacture.  An  expei't 
froni  the  War  Office,  for  instance,  is  present  when  the 
steel  ingots  are  tested  ;  he  does  not  interfere  with  the 
factory  testing,  but  he  watches  it  and  tests  also,  That 
testing  is  laid  down  by  the  War  Office,  and  the  testing 
here  could  be  laid  down  by  oui-  English  Mint  obviously. 
I  see  no  difficulty  in  an  official  from  the  English  Mint 
being  present  diiring  the  process  of  testing  and  assaying 
the  gold  and  testing  the  sovereigns  once  made, 
without  interfering  with  what  I  may  call  the  adminis- 
ti-ation  of  a  departnient  of  which  India  ia  justly 
proud.  I  cannot  see  any  objection  to  that  myself, 
but  then  of  course  I  have  never  been  Master  of  the 
Mint. 

11.432.  I  have  been,  but  I  am  afraid  my  recollections 
of  its  dnties  are  a  little  vague  at  the  present  time. 
Wliat  I  have  in  t^J  mind  is  that  these  are  statutoi-y 
ob^igEitions,  that  it  is  not  a  mei'e  question  in  these 
matters  of  Treasnry  regnlations,  biit  it  is  a  question 
how  the  Master  of  the  Mint  can  fulfil  the  statutory 
obligations  which  are  laid  down? — I  quite  recognise 
the  difl&culty,  and  I  only  threw  out  the  suggestion  that 
it  might  possibly  be  oyevcome  by  the  delegate,  a 
representative  of  the  Mastej-  of  the  Mint,  being  present 
at  all  the  necessary  tests,  who  woidd  satisfy  liimaelf 
that  these  tests  were  in  strict  accoid  with  the  English 
standard.  Unless  the^e  is  a  statutory  objection  to  it, 
I  do  not  see  why  something  of  the  sort  should  not  be 
done. 

11.433.  [Lord  Faher.)  Even  if  there  a  statutoiy 
objection  to  it,  that  could  be  altered  by  a  short  Act  .''— 
There  you  have  the  difficulty  of  short  Acts,  which  very 
often  take  up  more  time  in  the  House  of  Commons  than 
longer  ones.  My  experience  is  that  an  Act  of  thi-ee 
lines  is  a  very  difficult  matter  to  cany,  but  you  m,ight 
find  there  would  be  little  difficiilty  about  it  if  you 
tacked  it  on  to  something  at  the  end  of  a  Session. 

11.434.  (Chairman.)  I  think  at  the  present  time  the 
Master  of  the  Mint  must  nominate  the  Deputy-Master 
for  any  other  Mint  that  is  established  ?— I  suppose  he 
could  do  that.  It  was  the  same  sort  of  thing  with  me  ; 
I  was  the  nominee  of  the  Secretary  of  State  at  homei 
but  I  became  an  Indian  official  independent  of  the 
Secretary  of  State — but  veiy  subordinate,  it  is  true. 

11.435.  Nowlwotddliketo  turn  to  another  subject. 
We  have  had  before  us  on  many  occasions,  I  may  say 
constantly,  the  demands  made  on  behalf  of  the  Indian 
authorities  on  the  London  Money  Mai'ket  for  the 
purpose  of  Indian  railway  or  other  development  .f — 
Ton  mean  in  the  case  of  loans  ? 

11.436.  Yes.  There  has  been  a  general  consensus 
of  _  opinion  (I  think  I  am  correctly  summarising  the 
evidence)  that  you  might  well  spend  much  more  money 
on  these  development  pui-poses,  if  it  were  available. 
There  has  also  been  a  considerable  body  of  opinion,  at 
any  rate,   which   has  thought  that  the  less  you   had 
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to  have  recourse  to  the  Londoil  money  market  for 
tliose  putpoSes  tte  better.  That  brings  me  to  a 
question  1  want  to  ask.  It  has  be^n  the  custom  for  some 
time  to  raise  a  part  of  the  capital  you  requii'e  by  rupee 
loans  in  India.  I  want  to  ask  you  whether  in  the 
years  that  aie  now  before  us  you  think  the  Indian 
Goverhment  bould  safely  count  upon  raising  a  lai'gel- 
sum  in  Ihdia  ih  irupee  loans  that  it  has  done  in  past 
years.  Itidia  is  developing  tery  niuch  in  wealth, 
perhaps,  aiid  is  also  developing  the  spirit  of  investment ; 
I  take  it  that  Vhat  has  been  done  in  the  past  is  not 
nec^sSariiy  a,  meastire  of  what  might  be  possible  in  the 
future ;  sO  I  shovild  like  to  know  whether  yoii  think  there 
will  be  a  larger  market  in  Ilxdia  for  rupee  loans  than 
there  has  been  P — I  am  a  little  afraid  of  travelling  ovfer 
too  much  groiuid  and  of  unduly  taking  up  the  time  of 
the  OoinmiSsion,  biit  with  your  permission  I  should 
like  to  explaih,  as  leading  Up  to  my  anSWer,  what  my 
pei'sonal  attitude  in  regard  to  that  point  has  b^en. 

11,43^7.  Please  do  ? — What  I  fblt  Very  much  was  ■ 
that,  having  received  an  assui-aiice  in  this  room,  or  at 
any  rate  in  a  room  in  this  office,  that  I  should  find  a 
sin-plus  of  half  a  million  when  I  ai'riVed  in  India,  five 
weeks  after  I  landed  In  Calcutta  I  found  myself  faced 
with  a  deficit  of  3  millions  and,  I  think,  three-quarters 
or  thereabouts .     That  naturally  made  me  viary  dautiou  s . 

11,438.  I  have  great  sympathy  with  you,  as  I 
succeeded  under  similar  cirOumstances  ?— I  therefore 
adopted  what  iS  usually  termed  a  conservative  policy 
of  fitiahce.  One  of  the  things  whioh  I  endeavoured  to 
do  was  to  strengthen  the  credit  in  India  of  the  Ihdian 
GovSrninetit,  and  to  keep  as  a  reserve  the  boiTowing 
JDOwer  of  the  GovSrhihelit  of  India,  and-  the  lending 
(Japacity  of  the  coilntry.  I  was  especially  encottraged 
in  that  attitude,  becatise,  as  time  Tv-^nt  on,  1  had  large 
surpluses  to  deal  with.  It  appeai-ed  to  me  to  be 
imsound  finance,  and  hardly  an  honest  transaction  to 
bon'ow  money  on  a  large  scale,  when  I  was  in  possession 
of  large  sums  of  money.  It  has  be^n  dohe,  but  I  did  hot 
think  it  *aB  right  to  do  it.  Accordingly,  at  ohe  time, 
whSh  there  iras  a  plethora  of  money,  I  had  iii  my  inind 
almost  to  suspend  borrowing  in  India  ;  bht  I  think  it 
is  l-ecoghised  that  to  do  that  Sometimes  has  the  effect 
of  what  you  might  call  killing  your  market.  Therefore, 
I  endeavoured  to  keep  a  middle  course,  that  is,  to 
borrow  sufficient  to  keep  in  touch  with  the  lending 
market^  but  not  to  borrow  more  than  I  bould  really 
deal'  with.  It  w^s  for  those  rfeasOns  that  I  kept  my 
loans  as  low  as  I  could.  They  averaged,  I  think,  about 
2*  to  3  crores  a  yeai\  I  think  it  is  very  important,  in 
a'coiilitry  like  India,  where  one  week  of  delay  in  the 
inonSoon  maj-  produce  a  condition  of  affairs  Which  will 
result  in  the  greatest  possible  shortage  of  ihoney,  to 
keep  your  borrowing  more  or  less  as  a  reserve.  At  the 
same  tiiiie,  if  you  put  to  me  the  question,  giving  full 
consideratioh  to  the  state  of  the  market  hei-e  atid  there 
and  assuming  a  fairly  good  cycle  of  mohsoons  I 
certainly  *ould  rather  increase  my  riipee  loans  than 
my  sterliiig  loans.  I  think  there  is  robiii  for  it  in 
Ihdia,  and  I  think  India  wUl  give  you  more  mohey  i± 
you  want  it.  This  expression  of  opifliob  on  my  part, 
without  the  previous  explanation  which  I  have 
endeavoured  to  give,  might  appear  to  clash  with  my 
eohduct  when  1  was  responsible  for  the  borl-owmgs.  I 
wish  to  sum  up  by  saying  that  I  waited  to  keep  as 
much  as  possible  a  virgin  market,  if  I  may  so  call  it, 
in  reserve,  against  calamities  Such  as  I  had  to  face 
when  I  first  Mreht  to  India,  and  which  will  most  certainly 
recur,  and  the  huge  prospective  expenditure  on  eduda- 
tion  ahd  sahitatiorl.  At  the  same  ti^e  jf  joU  have  a 
conthiued  advance  in  prosperity,  -Some  development  Of 
industries,  and  fair  monsoons  or  good  monsoods,  then 
I  think,  my  tendency  would  be  to  borrow  m  India 
rather  than  to  borrow  in  England,  at  any  rate  to 
increase  my  Indian  borrowings  and  decrease  my  stei- 
ling  borrowings.  It  must  be  ^^^embered  that  the 
condition  at  the  present  moment  may  be  an  abnoi- 
mally  prosperous  one,  and  I  tl^i^k  7*^/?^^?^^  ^,^° 
has  gone  tl&ohgh  the  ahxiety  ^hich  I  <Ud  m  the  first 
"^o  fears  wheiTl  ..as  in  India,  the  tendency  would  be 
td  Jeate  a  consei-vative  feelihg  f ^.^^j^S  ^^J  JJ^ 
reserves  of  strength.  Bilt  I  ^eP^f  tl^fc'£;^^  ^^^,{,^^. 
cohditions  ^hidh    I  have  indicated,  I  *ould  i-Athei 


increase  the  borrowing   in  Ihdia    and    decrease  the 
bon-owing  in  Englafad  than  otherwise. 

11,439.  I  would  like  to  say  that  any  prefatory 
statement  that  you  would  like  to  make  in  ani^wer  to  a 
qiiestiOn  of  mine,  we  should  be  very  glad  to  have.  I 
feel  that  one  ex- Chancellor  of  the  Exchequer  does  not 
want  to  cross-examine  another  on  the  details  of  all  his 
admmistrative  acts,  but  if  you  would  like  to  supple- 
ment your  answers  to  any  of  my  questions  by  further 
statements  which  you  think  would  be  useful  to  us, 
please  do  so.  I  now  want  to  turn  to  another  question 
which,  I  think,  had  not  come  to  the  froht  in  k  very 
practical  form  -While  you  were  Finance  Minister,  but 
Which  has  odcu^ied  a  good  deal  of  Our  attention.  We 
have  been  forced  to  donsider,  in  connection  with  the 
Subject  matter  of  our  inquiry,  suggestions  for  a  State 
or  central  bank ;  may  I  ask  yoii  in  general  terttis,  for,  I 
think,  that  would  be  the  best  *ay,  whether  you  would 
oare  to  express  any  opinion  on  that  subject  to  the 
Commission  ? — As  you  are  aware,  it  was  not  my  desire 
to  offer  evidence  before  this  Commifesidh,  Mt  the 
moment  1  heard  that  you  would  like  me  to  do  so — I 
gathered  from  Mr.  iBlaekett's  letter  that  it  was  the 
feeling  of  the  CommisSiOfa  that  I  should — 1  naturally 
placed  myself  at  yOur  disposal,  and  any  question  whidh 
I  have  hot  dealt  with  very  fully  in  India,  and  which 
you  think  right  to  put  to  me,  I  should  edhsider  it  toy 
duty  to  reply  td,  and  if  I  can  do  so  witli  any  advah- 
tage,  I  should  be  very  glad  indeed.  The  question  bf 
a  State  bahli:  never  came  Up  in  India  in  a  practical 
shape  while  I  was  there.  Three  subjects  strUck  me. 
The  first  was  the  gold  mint,  the  second  was  the 
universalisdtion  of  notes,  and  the  third  was  a  State 
bahk.  Very  soon  after  I  took  office,  I  was  greatly 
struck  by  the  absence  of  a  State  bank  in  India.  I 
Call  it  a  State  bank  because  1  do  not  knoW  of  a 
term  that  would  better  convey  my  meanihg  •  I  mean 
a  Bank  of  England  in  India,  so  to  speak.  My- 
desire  was  to  brihg  about  those  three  things,  a  gold 
coinage,  the  universalisation  of  notes,  and  a  State 
bank,  if  I  may  so  call  it ;  but  I  do  Hot  *aht  the  word 
"  State  "  to  be  taken  as  meaning  too  much ;  I  mean  a  big 
central  bank.  I  deVoted  a  great  ded,l  of  thbught  to  it. 
1  consulted  a  great  iilany  people  oti  the  subject,  and  I 
did  all  I  Could  to  come  to  a  quite  impartial  and  definite 
Conclusion.  The  conclusion  I  Came  to,  regretfully, 
was  that  it  is  quite  impossible  to  establish  subh  a  "banlc. 
Further,  I  came  to  the  Conclusion  that  if  you  did  esta- 
blish anything  approxiinating  such  a  bank,  you  would 
merely  create  a  fifth,  siith,  seventh,  eighth,  ninth,  or 
tenth  wheel  in  the  coach,  according  to  the  num- 
ber of  directors.  Ton  would  iUcrease  frictibh,  and 
you  would  render  the  position  of  the  Finance 
Minister  nearly  untenable.  I  think,  too,  that  you 
would  probably  find  that  you  might  embarrass  the 
authorities  at  home  and  even  your  markets  at  home 
through  the  action  of  that  bank.  I  was  sorry  to  come 
to  that  conclusion,  but  that  is  the  conclusion  I  did 
come  to.  I  take  it  that  the  Only  thing  in  the  way  of  a 
central  bauk  of  that  character  would  be  something  in 
the  natm-e  of  a  standing  committee  of  finance,  because 
it  is  perfectly  evident  that  you  must  have  a  repre- 
sentation from  all  the  Presidency  banks.  As  it  takes 
the  best  part  of  14  days  to  get  to  and  from  Madras,  it 
would  be  very  difficult  for  the  head  of  the  Presidency 
bank  from  Madras  to  attend  once  a  fortnight  or  even 
once  a  month.  The  Calcutta  man  would  be  equally 
unable  to  come  up  ;  and  the  Bombay  man  would  he 
eqUaUy  Unable  to  come  up.  I  am  assuming  that  Delhi 
would  be  the  centre,  because  if  not,  you  would  Itet  loose 
the  most  fearful  internecine  warfare  between  th^  three 
Presidencies,  and  you  would  never  come  to  any  con- 
clusion at  all  as  to  which  was  the  best  place  to  establish 
your  bank  in.  Bombay  is  certaiuly  the  financial  hub 
of  India,  I  think  Calcutta  may  claim  to  be  the  com- 
mercial hub  of  India,  and  Madras  is  a  placid  aud  well- 
conducted  Presidency  which  is  not  so  aggressive  as 
the  other  two.  Ttai  coUld  not  satisfy  the  three  by 
putting  the  bank  in  any  ohe  of  those  thi-ee  places. 
Theti  it  must  be  iu  toUch  with  the  Government  and 
the  Finance  Departments,  and  so  it  Would  have  to  be  at , 
Delhi.  The  only  thing  I  can  suppose  Wdrth  cotlsidera- 
tioh  would  be  to  have  a  man  detached  from  each 
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Presidency  bank.  I  do  uot  know  whether  that  is  in 
the  minds  of  those  who  suggest  this  bank,  but  it  seems 
to  me  that  that  is  the  sort  of  thing  that  might  perhaps 
be  brought  about.  Ton  would  then  probably  have 
thi-ee  men  who  in  a  very  shoi-t  time  would  be  entu-ely  otxt 
of  touch  with,  I  will  not  say  the  actual  cash  position, 
because  that  they  can  be  in  toiich  with  it  telegraphically, 
but  with  the  inner  financial  position  which  in  each 
Presidency  varies  tremendously,  and  you  would 
gradually  find  that  they  would  fossilise  up  at  Delhi, 
which  is  quite  out  of  touch  with  business.  The  same 
would  apply  to  yoiu-  Government  representatives.  You 
would  put  on  probably  two  men,  who  had  been  secre- 
taries, in  the  Finance  Department,  or  something  of 
that  sort.  They  would  soon  lose  touch  with  the  work 
in  the  Finance  Department,  they  would  sit  round  a 
table  and  after  a  certain  amount  of  discussion  would 
evolve  certain  proposals,  and  those  would  go  to 
the  Finance  Depai-tment,  who  would  in  the  nature 
of  things,  probably  criticise  them  ;  and  that  would 
lead  to  friction  and  difficulty.  I  do  not  see  what 
advantage  you  could  get  out  of  it.  That  institution 
would  be  entirely  out  of  touch  with  London  and 
entu'ely  out  of  touch  with -London  markets,  and  I  think 
that  you  would  have  nothing  comparable  in  India  to 
the  English  situation  where  you^  have  the  Bank  of 
England.  Even  in  regard  to  that,  your  Bank  of  Eng- 
land does  not  operate  hi  Scotland,  it  does  not  operate 
in  Ireland,  and  I  think  it  hardly  operates  in  the  pro- 
vinces. Tour  whole  machinery  here  is  really  a 
machinei-y  which  enables  you  to  get  the  best  opinion  in 
the  city  of  London,  or  what  is  held  to  be  the  best 
opinion  in  the  city  of  London,  together,  to  guide  the 
destinies  of  the  finance  of  London  and  to  lend  money 
to  the  Government  when  the  Government  want  money. 
That  is  practically  what  it  is,  is  it  not  ?  I  do  not  see 
that  this  Indian  bank,  constituted  as  I  think  it  would 
have  to  be  constituted,  would  be  otherwise  than  a  fifth 
wheel  in  the  coach.  Having  said  that  much,  I  should 
like  to  add,  as  part  of  my  answer,  that  I  think  the 
present  system  must  be  changed,  and  that  rather  than 
continue  the  present  system  of  a  Finance  Committee  in 
the  India  Office,  I  would  accept  a  bank  or  anything 
else  ;  but  I  do  rot  think  your  bank  could  be  a  workable 
institution,  and  I  think  it  would  lead  to  friction  and 
difficulty,  and  I  do  not  believe  it  would  last.  For  that 
reason  I  have  with  great  reluctance  given  up  tlie  idea 
of  a  central  bank  in  India.  It  must  be  remembered, 
that  India  is  an  enoi-mous  comitry.  It  is  a  country 
the  size  of  Europe  less  Russia,  and  really  to  have  a 
bank  which  operates  at  the  same  time  in  Portugal 
and  Norway,  is  rather  more,  I  think,  than  we  would 
contemplate  in  this  country  or  in  Europe  anywhere. 
I  think  that  what  is  wanted  is  a  complete  change  in 
the  relations  between  the  Finance  Department  in 
India  and  the  finance  branch  of  the  India  Office.  I 
do  think  such  change  is  essential,  but  I  do  not  think 
that  the  advantages  of  the  Indian  state  bank  would 
be  at  all  commensurate  with  the  disadvantages. 

11,440.  Tour  answer  to  my  question  is  veiy  com- 
plete, but  It  has  raised  other  veiy  important  questions ; 
one  is  the  connection  between  the  Finance  Department 
in  India  and  the  Finance  Department  m  the  India 
Office,  and  the  other,  which  was  only  mentioned  inci- 
dentally by  you  but  which  I  should  like  to  deal  with 
first,  is  the  question  of  the  tmiversalisation  of  the 
notes.  What  is  your  view  on  that  latter  question  ? — 
When  I  went  to  India  I  was  handed  a  bundle  of  notes 
by  Messrs  Grindlay,  and  I  went  as  an  honest  man  to 
pay  my  debts  with  them  Wlierever  I  went  they  were 
rejected.  They  said,  "  Tes,  these  ai-e  Govei-nment 
notes,  but  they  do  not  belong  to  this  circle."  I  lost 
my  temper,  and  I  thought  it  would  be  advisable  to 
take  up  this  matter  seriously  and  at  once.  I  found 
that  these  notes  did  only  operate  in  certain  "  circles  " 
as  they  were  called ;  and  it  appeared  to  me  that  that 
was  the  best  way  that  human  ingenuity  could  conceive 
to  stop  the  note  circulation  in  India.  In  India  you 
will  never  work  on  the  cheque  system,  and  the  only 
alternative  was  then,  and  is  now  to  a  gi-eat  extent,  bags 
of  rupees.  They  are  inconvenient,  and,  of  course — I 
speak  here  subject  to  coirection — a  bullion  transaction 
is  more  wasteful  than  a  paper  transaction.     I  devoted 


I  will  not  say  all  my  energies,  but  some  to  univers- 
alising  notes.  I  have  received  the  greatest  possible 
assistance  from  the  Civil  Servants  of  India,  and  I  could 
not  have  existed  for  five  minutes  in  India  without  that 
assistance.  Their  loyalty  is  proverbial,  but  they  are 
extraordinarily  obstinate,  and  nothing  on  earth  would 
induce  them  to  contemplate  the  possibility  of  univer- 
salising  any  notes  over  5  rupees.  After  the  most  fearful 
straggles  I  succeeded  in  carrying  Anglo-Indian  opinion 
with  me.  I  was  led  to  suggest  the  tmiversalisation  of 
somewhat  larger  notes.  I  was  met  by  passive  resist- 
ance in  the  India  Office,  and  Mr.  Abrahams  commu- 
nicated to  mo  the  opinion  that  he  thought  there  was 
a  grave  danger  in  going  beyond  10  rupees.  However, 
after  a  great  deal  of  trouble,  and,  I  think,  two  sohd 
years'  experimenting  with  tne  result  of  a  10-nipee  note, 
I  was  allowed  to  go  somewhat  higher.  My  own  feeling 
is  that  you  ought  to  go  certainly  up  to  500  rupees  ;  I 
would  have  denominations  of  100,  200,  300,  400,  and 
500-rupee  notes  ;  and  I  foresee  the  time  when  it  would 
be  very  advisable  to  go  higher.  The  notes  are  being 
very  well  received,  so  well  received  that  representations 
were  made  to  me  privately  from  vai-ious  places  in  India 
that  my  accounting  officers  would  not  issue  notes,  that 
the  people  wanted  them  and  could  not  get  them.  I 
found  this  was  the  case  in  certain  instances,  and  the 
reason  was  not  far  co  seek.  It  gives  less  trouble  to 
hand  out  a  bag  which  has  been  weighed  and  tied  up 
containing  1,000  rupees  or  100  rupees  than  to  take  out 
a  note,  enter  the  number  in  a  book,  and  pass  it  through 
the  various  proceedings  which  a  note  entails  on  the 
cashier.  I  think — I  hope  Mr.  GiUan  will  forgive  me 
for  saying  so — that  what  was  beliind  a  great  deal  of 
this  opposition  to  universaUsing  the  note,  was  the 
extreme  comfort  and  convenience  of  having  all  the 
rupees  bottled  up  in  large  sealed  boxes  in  the  vaults  of 
Fort  William,  instead  of  having  them  peppered  about 
the  country  to  meet  the  possible  demand  on  the  notes. 
However,  it  has  been  done,  and  I  think  this  uiversalisa- 
tion  of  the  notes  wottld  really  save  the  situation  in  India 
if  it  wei-e  well  carried  out.  I  am  in  a,  j)osition  to  state 
that  it  really  is  liked  by  Indians  now.  I  have  asked 
even  the  working  Indians,  and  they  say,  '■  Tes,  we  like 
it,  because  we  can  herringbone" — I  think  that  is  the 
ladies'  term  for  the  stitching — "  these  notes  into  our 
'•  loincloth  or  into  our  turban,  and  then  we  never  leave 
"  them."  The  practice  of  the  little  people  there  is  to 
put  their  nipees  in  an  earthen  pot  and  either  dig  a 
little  hole  under  their  bed  and  sleep  on  it,  or  hide  it 
in  the  thatch  of  their  cottages  or  then-  huts.-  The 
result  is  inevitable.  Their  little  earthen  pot  is  eventu- 
ally stolen  from  under  the  bed,  or  it  is  bm-nt  when  the 
hut  catches  fire,  which  usually  takes  place  once  a  year, 
and  perhaps  oftener.  They  do  feel  that  the  notes 
are  secure.  They  have  them  on  them  when  they 
go  to  their  work ;  they  have  them  when  they  travel ; 
and  I  have  myself  seen  the  natives  when  they  an-ive  at 
a  station,  undoing  their  waistcloth  and  pulling  out  the 
notes.  I  think  as  time  grows  they  will  freely  and 
gladly  take  notes.  In  Burma  I  received  the  infoi-ma- 
tion  that  they  could  not  get  as  many  as  they  wanted, 
and  I  went  there  myself  to  see  about  it. 

11.441.  I  may  take  it  then  that  you  yourself  are  in 
favoiu-  of  increasing  the  note  circulation  as  much  as 
possible  in  India  ? — Tes,  I  am  strongly  in  favour  of 
that. 

11.442.  I  think  the  univei-salisation  has  been  earned 
out  under  your  auspices  up  to  the  1 00-rupee  note  ? — 
Tes. 

11.443.  Would  you  like  to  cai-ry  it  further.' — I 
think  you  could  quite  safely  oan-y  it  up  to  the  500- 
rupee  note. 

11.444.  The  objection  which  has  been  put  to  us  to 
the  imiversalising  of  the  larger  denominations  is  the 
fear  that  Government  would  be  put  to  great  incon- 
venience in  encashing  notes  ? — That  is  an  argument 
which  was  brought  to  bear,  precisely  the  same  argument, 
with  some  acerbity  even,  with  regard  to  the  lesser 
notes.  Of  com-se  I  would  not  at  present  recommend 
the  universalisation  of  1,000-rupee  notes.  It  is  very 
important  to  accustom  your  public  gi-adually  to  what 
you  are  doing,  and  not  to  spring  anything  on  them.  I 
say  there  is  no  more  difficulty  in  meeting  the  200-rupee 
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note  than  the  100-rapee  note,  and  in  point  of  fact  in 
India  you  generally  ind  that  if  a  man  wants  rupees 
for  a  100-i-upee  note  or  200-rupee  note,  if  he  cannot 
get  them  on  Monday  he  is  perfectly  satisfied  to  come 
for  them  on  Tuesday.  I  do  not  thmk  any  difficulty 
woiild  arise,  and  if  it  did,  it  would  only  arise  as  a 
political  combination.  One  of  the  reasons  why  I  was 
rather  anxious  to  do  anytliing  which  tended  to  increase 
the  gold  circijilation,  was  because,  if  they  could  have  the 
experience  which  proved  to  them  that  by  tendering  a 
note,  if  there  were  any  doubt  about  it,  they  could  get 
the  sovereigns,  which  is  of  course  the  summit  of 
stability  and  which  it  is  their  ambition  to  hold,  I  think 
that  would  strengthen  the  notes  very  much  more  even 
tlian  giving  rupees. 

11.445.  You  do  not  suggest  that  the  Government 
should  be  under  any  obligation  to  pay  its  debts  in 
gold  ? — ^No. 

11.446.  You  would  merely  suggest  that  it  should 
give  the  gold  if  it  is  convenient  to  do  so  ? — If  there 
happened  to  be  gold  in  the  Treasm-y,  I  think  you 
might  tell  the  cashiers  that  if  a  man  wanted  to  encash 
notes  it  was  wise  to  give  him  what  he  asked  for,  if 
possible.  I  should  be  inclined  to  say  this  much  to  him. 
where  I  had  a  reasonable  man  to  deal  with :  If  you 
find  a  man  has  any  doubt  about  his  note,  talk  to  him 
reasonably  and  tell  him  it  is  perfectly  sound — never  do 
more  than  that,  but  give  him  gold  if  he  wants  it.  I 
never  would  force  any  currency,  and  I  would  only  issue 
gold  when  opportunity  offered  to  show  what  a  very 
sound  thing  the  paper  was.  One  danger  of  the  notes,  the 
only  one,  is  forgery.  In  regard  to  that  it  may  interest 
the  Commission  to  know  that  the  most  perfect  forgery 
I  have  ever  seen  was  a  Japanese  pocket-handkerchief. 
It  had  a  very  light  margin  which  was  specially  woven, 
so  that  it  tore  off  with  great  ease,  and  the  centre  of  the 
pocket-hankerchief  was  an  absolute  facsimile  of  the 
10-rupee  note.  I  am  old  enough  to  remember  when , 
metal  coinage  in  Italy  was  non-existent,  when  there 
were  1-franc  notes,  50-centime  notes  and  25-centime 
notes  ;  I  am  speaking  now  of  45  years  ago.  What 
happened  was  that  the  place  was  flooded  with  forgeries. 
That  was  a  matter  of  police  detection  and  it  did  not 
injure    the    popularity    of    the   notes.      I    remember 

■  going  back  to  Italy  and  I  could  not  get  them  to  take 
a  20-franc  gold  piece ;  they  pi-eferred  the  notes.  They 
were  quite  satisfied  with  their  notes.  I  personally  am 
not  quite  satisfied  with  our  note;  I  think  it  might  be 
improved.  It  is  a  class  of  note  that  rather  lends  itself 
to  forgery.  I  think  the  first  thing  to  do  would  be  to 
make  it  a  better  note  and  a  less-easily  forged  note. 
(Showing  note.) 

{Lm"d  Faber.)  You  want  something  better  than 
this  ?  • —  Yes,  you  want  it  more  on  the  lines  of  the 
American  notes  and  the  Trench  notes.  "We  are  not 
allowed  to  make  oui-  own  notes  in  India,  and  that  is  the 
best  effort  which  could  be  made  at  home. 

11.447.  {Chairmcm.)  Now  I  would  like  you  to  turn 
to  an  even  more  important  subject,  which  arises  otit  of 
youi-  previous  answer.  I  think  you  stated  that  you 
were  convinced  that  it  was  necessary  that  there  should 
be  a  change— a  complete  change,  I  think  you  said— in 
the  relations  between  the  Finance  Department  in  India 
and  the  Finance  Committee  of  the  India  Oflice  ?— Yes. 
I  should  go  fui-ther  and  say  that  it  is  part  and  parcel 
of  the  relations  between  the  various  Departments  in 
India,  and  the  Secretary  of  State's  Council  at  home. 

11.448.  May  I  interject  on  that  point  that,  as  of 
course  you  vnll  realise,  this  Committee  is  appointed  to 
investigate  certain  financial  questions  or  cui-reiK^v 
questions,  and  we  do  not  desire,  as  we  ai-e  not  entitled, 
to  go  outside  our  reference.  Anything  that  you  feel 
necessary  to  say  to  make  your  position  in  regard  to  the 
financial  question  plain  to  us  we  should  be  glad  to 
hear,  but  it  is  with  finance  that  we  are  concerned^ 
—Perhaps  you  wiU  be  so  veiy  kind  as  to  stop  me  li 
I  go  beyond  that  line;  I  might  unintentionally  do 
so.  I  should  like  to  preface  my  remarks  by  saymg 
that  anything  which  I  place  before  the  Commission— 
and  I  say  so,  emphaticaUy— must  not  be  taken  as 
evidence  of  any  desire  on  my  part  to  reflect  in  any 
way  whatever  on  any  individual  person.  I  am  dealmg 
with  the  situation  and  not  with  individuals  m  any  way. 


I  presume  that  it  is  the  wish  of  the  Commission  that 
I  should  treat  them  with  absolute  frankness  ? 

11,449.  Please  ? — If  I  do  that,   it  is  possible  that 
I  may  give  some  offence  in  some  quarters,  and  I  should 
like  to  say  that  nothing  is  fiu'ther  from  my  desire,  and 
that  nothing  will  cause  me  greater  sorrow  than  that 
such  a    situation  should  arise.      I  must   point  out, 
dealing    strictly    with    the    position   of    the   Finance 
Minister  in  India,  and  his  relations  with  the  India 
Office,  that  under  the  present  arrangement  his  position 
is  not  only  a  very  difficult  one,  but  it  is  an  umiecessarily 
and  an  unduly  difficult  one,  inasmuch  as  he  is  practically 
debarred  from   communication   with   anybody   in   the 
India  Office  who  can  really  keep  in  touch  with  what 
I  should  call,  for  want  of  a  better  term,  the  mind  of 
the  Secretary  of  State  and  his  advisers  in  regard  to 
finance.     Before  I  went  out  to  India  I  had  the  honour 
of  presenting    my  respects    to   the    then   permanent 
Under-Secretary.      I    asked    him    whether    it    would  ' 
be  in  accord  with  practice  and  precedent,  and  would 
meet   with   approval,   if    I    wi'ote    to    him    when    in 
doubt   or   in   difficulty.      I   need  hardly  say  that   he 
received  me  in  the  kindest  manner,  but  I  gained  the 
impression  that  it  was  not  considered  advisable,  and 
"  that  you  had  better  not  adopt  the  practice."     When 
he  retired.  Sir  Richmond  Ritchie  succeeded  him.     Sir 
Richmond  Ritchie  was  an  old  friend  of  mine,  and  we 
had  i-un  neck  and  neck  in  the  service  almost.     I  wi-ote 
to  him  from  India — I  had  then  been  in  India  a  little 
time — and  I  represented  to   him  my  great  difficulty, 
that  being  that  I  was  veiy  often  working  in  the  dark. 
I  could  consult  my  colleagues,  and  so  long  as  I  had  the 
confidence  of  the  Viceroy,  who,  after  all,  is  everything 
in  India,  I  had  very  little  difficulty  there.     I  am  vei-y 
glad  to  have  this  opportunity  of  bearing  testimony  to 
the  great  kindness,  the   support,  and  the   free  hand 
which  was   accorded  to  me   in   India  by  my  Indian 
colleagues  and  by  the   two   Vioei-oys   under  whom  I 
served,  in   matters  of  finance.     But  I  was  always  in 
doubt  as  to  whether  I  was  working  on  sound  ground 
from  the  English  standpoint.     I  had  served  abroad  in 
other  conditions.     I  was  in  South  Africa,  and  I  was 
in   Egypt.       On    each   occasion    it    was    permissible 
for  me  to  communicate  freely  with  home,  and  I  re- 
member   very    well    the    kindness    with    which    Mr. 
Chamberlain,    your    father,   treated    me    on    one    of 
those  occasions.     I  fully  recognise  that  there  can  be 
no  question  of  a  member  of  the  Council  communicating 
with   the  Secretary  of    State,  because  it  would  very 
obviously   place   the  Viceroy  in  a  somewhat  difficult 
position  if  his  members  of  Council  corresponded  direct. 
What  I  did  feel  was  that  if  I  could  correspond  with 
the  Permanent  Under-Secretaiy  of  State,  who,  in  every 
Department  of    the  State    except  the  India    Office, 
is  the  philosopher,  guide,  and  friend  of  everyone  con- 
nected with  the  work  of  that  Department,  I  should 
be    materially   helped.      Accordingly   I   wrote  to  Sir 
Richmond  Ritchie  and  asked  him  whether  he  would 
allow  me  to  write  to  him.     I  explained  to  him  that  I 
should  not  dream  of  taking  up  his  time  with  trivialities 
or  frequently,  but  if   I  was  in    difficulty,  such  as  for 
instance,  on  a  question  of  increased  taxation  or  any  of 
the  larger  issues,  I  thought  it  would    help  me  very 
much  if  I  could  be  allowed  to  write  to  him  so  that  he 
might  tell  me,  to  use  a  colloquialism,  how  the  land  lay 
here.     In  India  everything  gets  out,  and  if  you  have  a 
proposal  it  has  gone  a  good  way  ahead  in  public  know- 
ledge before  probably  you  have  got  youi-  answer  from 
England;  and  therefore  it  is  very  advisable  to  know 
how  you  stand.     I  got  a  perfectly  courteous  letter  from 
my  old  friend  in  which   he  said  he    would  prefer  I 
should  not  do  so,  because  it  was  not  in  accord  with 
India  Office  custom.     The  only  way  in  which  I  could 
communicate  with  the  India  Office  and   the  Finance 
Committee  was  by  means  of  what  we  call  the   semi- 
official or  demi-official  weekly  communications  between 
the    Government    Secretary    for    Finance     and    the 
Financial  Secretaiy   here.     I    had  the   good  fortune 
to  have  two  Secretaries  to  Government  who  were  not 
only  men  of  conspicuous  ability  but  were  the  very  soul 
of  loyalty. .  I  do  not  think  they  wrote  without  letting 
me  faiow  what  they  virrote,  I  do  not  think  they  ever 
received  answers  without  letting  me  know  them ;  but 
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they  need  not  have  done  it.  and  I  Imow  of  cases  where 
•it  is  not  done.  Under  those  conditions,  the  lin- 
fortunate  Finance  Minister,  and  for  that  matter  the 
Head  of  any  other  Department  in  India  is  absolutely 
isolated  as  regards  knowledge  of  what  would  be  approved 
or  disapproved  until  he  gets  an  official  communication. 
I  think  that  is  on  the  face  of  it  a  Very  unfortimate 
state  6i  affairs  to  exisit.  What  you  want  is  the  closest 
sympathy,  the  closest  intercomimmication,  and  the 
fullest  interchange  of  views,  before  you  formulate  them 
ill  an  official  form ;  and  I  think  that  sbmething  must 
be  done  to  produce  that.  I  do  not  think  it  would 
have  been  possible  for  some  of  the  little  incidents 
which  have  occuiTed  to  have  occurred  if  I  had  had  an 
alter  "go  here  that  I  could  coiTespond  with.  I  contfeiid 
that  the  right  way  to  work  it  is  for  a  member  of  the 
Secretaiy  of  State's  Council  to  be  the  Finance  Member 
of 'the  Secretai-y  of  State's  Council,  and  although  he 
could  not  pledge  his  Coiincil  or  his  Secretary  any  more 
than  the  Finance  Minister  could  pledge  his  coHeajgues 
and  his  Viceroy,  still  that  intercommunicatioii  betweeh 
them  woidd  of  imilienSe  value  and  assistance,  I  thiiik, 
to  the  Grovemment  there  and  to  the  'Government  here 
as  well.  I  think  it  is  on  those  hues  that  you  must 
make  your  change  rather  than  having  a  Stiite  bank. 
You  will  not  want  your  State  bank  then  because  yoii 
will  be  in  close  touch  with  the  whole  situation.  I 
constantly  wanted  to  know  what  the  condition  of  the 
market  was  here  in  regard  to  Indian  securities.  Tou 
will  not  get  the  same  thoroughly  confidential  answer  in 
an  official  communication  ;  it  is  a  laboured  process  and 
it  takes  a  long  time.  If  you  caii  write  fully  before  you  , 
frame  your  budget  to  your  alter  ego  here  and  siay. 
These  are  my  ideas,  these  Are  the  lines  I  am  inclined 
to  go  on  ;  you  will  produce  a  veiy  much  better  result. 
As  it  is,  the  unfortunate  Finance  Minister — it  occurred 
to  me  on  two  occasions — ^withiil  three  weeks  ma,y  have 
to  alter  bis  budget  from  top  to  bottom  ;  and  even 
then  you  do  not  know  whether  Jroii  are  in  accord  with 
what  I  may  call  the  inner  mind,  the  iniier  consciousness 
of  the  India  Office,  and  of  the  people  at  home.  There 
are  a  hundred  things  to  be  considered,  thei-e  is  the 
conditio!!  of  the  Treasuiy,  the  attitudte  of  the  Chancellor 
of  the  Exchequer  in  regard  to  loans,  and  So  forth,  and 
doubt  in  regai-d  to  everything.  If  you  had  on  the 
Council  of  the  Secretaiy  of  State  a  Finance  Member  and 
he  could  be  the  analogy,  so  to  S]5eak,  Of  the  Indian 
Finance  Member,  I  think  you.  would  at  once  get  a 
thoroughly  satisfactoiy  ihtei-coiiihi\Tiiicd,tion  between 
them  arid  pi'odvice  a  veiy  jiiiich  better  I'esult.  There 
would  be  ho  question  of  eithel'  of  thetii  beilig  able  to 
pledge  their  Councils.  It  is  a  matter  of  irifol-mation 
and  of  being  in  touch,  and  the  assistaiice  to  the  man 
out  in  India  who  is  always  veiy  isolated  w'ould  be 
enortncus. 

11.450.  Do  I  understand  th&t  the  Finance  Minister 
in  India  can  have  no  infoi-mal  communiCatiob  with  the 
India  Office  at  the  present  time  ? — I  certsiinly  received 

t  the  strongest  intiination  to  that  effect ;  I  had  it  in 
writing  arid  I  have  got  the  letter.  It  was  a  very  brief 
letter  arid  very  courteous,  but  it  was  only  about  six 
lines  and  it  said  that  he  thought  the  practice  would  be 
inco!ivenient,  and  he  would  rather  I  did  not,  except  in 
conditions  of  veiy  extreme  urgency  or  something  like 
that. 

11.451.  So,  at  the  present  time  there  i's  no  recognised 
semi-official  miohineiy  of  cOminumoation  ? — "The  only 
recognised  channel  is  what  is  usually  h  weekly  letter 
which  passes  between  the  Secretary  out  there  and  the 
Secretaiy  here.  As  a  i-ule  these  letters  deal  with 
matters  of  detail  rather  than  with  big  questions  of 
principle,  and  you  might  hiive  a  coriditioil  of  affairs  in 
which  your  Finance  MiniAtet  riiight  nOt  agtee  with  his 
Secretary,  in  which  case  h6  might  want  to  know  which 
view  -was  taken. at  home  and  thereby  avoid  an  impasse 
iri  India. 

11.452.  Could  you  tell  me  shortly — I  was  very  un- 
familiar with  these  riiatters  until  I  came  to  sit  on  this 
Commission — ^what  is  the  position  of  the  S6oi'etary  of 
the  Finance  Department  in  India  ? — He  is  all-powerful 
in  the  Finande  Departnlent. 

11.453.  Is  he  independent  of  the  Finance  Minister  P 
— No,  he  is  not  itadependent ;  bnt  he  knows  so  riiuoh 


that  his  position  is  very  strohg.  He  has  certainly 
a  weekly  access  to  the  Viceroy  and  conducts  the 
business  of  the  Department  directly  with  the  Viceroy  ; 
whereas  the  Minister  only  sees  the  Viceroy  either 
when  the  Viceroy  sends  for  him  or  when  he  himself 
foi-mally  asks  for  an  interview.  The  whole  of  the 
financial  transactions  are  carried  out  by  the  Secretary 
With  the  Viceroy  aside  of  the  Minister.  I  should  add 
that  the  Secretary  is  Secretaiy  to  Government,  and 
not  only  Secretary  to  the  Finance  Department. 

11.454.  Is  his  title  "  Secretaiy  to  Goveiiinient "  ? — 
Secretaiy  to  Govel-nment  for  the  Finance  Department, 
or  Becl-etaly  to  Government  for  the  Commerce  arid 
Indilstiy  Department,  as  the  case  may  be.  I  think  it 
is  a  remains  of  the  time  when  the  members  of  the? 
Government  of  India  were  not  in  ehargb  of  a  Depart- 
ment, Wlien  they  were  a  consultative  body.  After  that 
they  were  given  their  Departments  and  becdme  heads 
of  their  Departments.  The  situation  there  now  is  very 
much  what  yours  would  have  been  had  the  SeCretaiy 
of  the  Treasuiy  dealt  directly  vnth  the  King  arid 
behind  you  on  matters  concerning  yom-  budget.  Of 
course  I  do  not  im^ly  the  slightest  reflection  on  the 
individual,  because,  as  I  have  already  said  mine,  I  am 
happy  to  think,  were  part  and  parcel  of  ittyself.  I 
think  Mr.  Gillan  will  bear  me  out  in  that ;  I  do  not 
think  either  he  or  Sir  James  Meston  have  had  a 
difference  of  opinion  with  me. 

11.455.  That  I  quite  understand.  What  is  of  course 
impoi-tant  lEor  us  to  know  is,  what  are  the  permanent 
efficts  of  the  system  ? — If  you  will  pardon  me,  I  should 
not  call  it  necessarily  even  a  defect.  I  should  accent 
that  side  of  it  if  only  you  gave  the  unfortunate  Minister 
somebody  to  communicate  with  here,  so  that  they 
might  know  how  he  stands,  and  he  iriight  be  able  to 
represent  fully  his  owri  pei-sonal  views  at  home,  which 
he  is  now  debaiTed  ffom  doing. 

11.456.  My  word  was  "effects,"  not  "defects"; 
howevet,  the  answer  can  stand  ? — I  mismiderstood  you  ; 
I  am  very  sorry. 

11.457.  I  suppose  I  am  right  in  thinking  that  the 
amount  of  Indian  criticism,  meaning  by  that  criticism 
Originating  in  India  ? — Not  native  only  ? 

11.458.  Whether  native  or  Anglo-Indian,  criticism 
of  all  kinds  originating  in  India  which  is  brought  to 
bear  on  the  actions  of  Government  Departments,  the 
Finance  Department  amorigst  othei-s,  has  growri,  and 
tends  to  grdw  P— It  haS  gi-o'wn  enormously.  On  that 
point  I  should  like,  with  your  permission,  to  say  one 
^ord.  One  of  the  great  difficulties  that  I  had  to 
contend  with  in  India  was  the  failure,  or  partial  failure, 
in  this  countiy  to  realise  what  an  extraordinary  charige 
has  taken  place  during  the  time  when  I  was  in  India. 
I  delivered  my  first  budget  statement  to  the  old 
Ootaoil,  arid  I  have  in  a  speech  which  I  do  riot  suppose 
anybody  here  has  seen,  described  what  took  pMce. 
There  were  veiy  few  p66pte ;  they  were  all  nobles  or 
Zemindars  of  very  high  degree,  and  they  were  all  fast 
asleep  from  beginning  to  end.  It  was  a' veiy  hot  day, 
and  so  homeless  was  the  situation  that  I  fell  asleep 
myself  while  I  was  making  my  own  financial  statement. 
All  oif  a  sudden  there  bwst  upon  India  a  reaUy  represen- 
tative body  -which  expressed  the  opinions  of  educated 
Indians.  It  came  as  a  gi-eat  shock  to  a  great  many 
people,  and  I  do  not  think  I  could  possibly  have  coped 
with  it— I  dai-esay  I  did  not  cope  with  it  happily — at 
any  rate  I  stmggled  there  with  it — ^had  it  not  been 
that  as  a  private  secretary  I  had  had  to  sit  under  the 
gallery  of  the  House  of  Commons  for  lyear  after  year 
driring  the  debates.  It  was  really  a  small  House  of 
Commons,  coriiposed  of  inen  \vith  briUiant  intellects  and 
men  who  were  extraordinarily  hard  working.  The 
mind  of  an  Indian  will  assimilate  knowledge  rapidly, 
their  receptive  capacity  is  good,  and  it  is  really  a  very 
serious  tnatter  to  cross  swoi-dfe  with  them  in  debate.  It 
must  be  recognised  that  educated  Indian  opinion  is  an 
opinion  ^hi6h  riiust  be  vi^ftw^d  with  the  greatest  possible 
respect  and  regard.  It  is  a  very  important  item  in 
the  administration  of  India  now ;  though  it  used  not 
to  be.  Its  criticisms  of  financial  transactions  are  of  the 
gravest  arid  the  soundest  charactier  very  often ;  and  it 
will  become  daily  more  iriiportarit  f  oi-  a  FiriancC  Miiiister 
to  be  peWEfectiy  sure  of  his  gi-ourid  iri  dealing  With  them. 
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I  have  a  case  in  my  mind  at  the  present  moment  where 
I  was  made  to  give#n  undertaking  two  year?  running 
which  was  not  fulfilled  at  home.  I  do  not  wish  to 
dwell  upon  it,  but  there  it  was.  That  is  of  course  a 
source  of  emhaiTassment,  not  only  to  the  Finance 
Member,  but  to  the  whole  Government ;  and  it  is  apt 
to  create  a. two-fold  impression  on  the  Indian  mind,  the 
&cat  that  they  are  not  being  frankly  dealt  with, 
which  is  dieafitrous  from  a  political  standpoint,  and 
the  other  that  the  member  is  not  accorded  much 
consideration  by  those  over  him,  which  js  also  a  bad 
thing. 

11,459.'  From  the  evidence  we  have  had  before  us 
I  have  gathered  that,  whilst  of  course  the  Secretary  of 
State  in  Council  is  in  the  last  resort  the  supreme 
authority  under  His  Majesty  for  the  Government  of 
India,  there  was  a  certain  recognised  division  of  labour 
in  matters  of  finance  between  the  authorities  in  India 
and  the  authorities  in  London.  Take  a  matter  like 
the  raising  of  loans  in  London,  which,  after  con-es- 
pondeuce  between  the  Indian  Government  and  the 
Secretary  of  State  in  Council,  is  decided  here  and 
remains  for  action  on  this  side ;  I  suppose  that  in  the 
Imperial  Legislative  Council  the  Finance  Minister 
may  be  asked  the  question  why  a  particular  loan  was 
issued  at  a  pai-ticular  moment? — Certainly.  I  may 
refer  you  to  the  questions  put  by  Mr.  Armstrong,  who 
represented  Bombay  in  the  Council,  on  12  March  1912, 
in  regai'd  to  the  non-clearing  off  of  debt  in  England. 

11.460.  Such  cases  must  recur.  In  a  case  like  that 
what  is  the  position  of  the  Finance  Minister  in  India  ? 
— I  think  the  position  of  the  Finance  Minister  in  India 
is  a  perfectly  sound  one  having  regard  to  the  difference 
of  authority.  The  placing  of  loans  in  England,  for 
instance,  is  entirely  a  matter  for  the  Secretary  of  State 
in  Council  and  his  advisers.  My  attitude  would  have 
been  to  say,  I  cannot  answer  your  question  because  it 
has  nothing  to  do  with  me.  The  Finance  Minister 
accepts  his  appointment  under  the  distinct  division  of 
responsibility  and  of  power.  I  do  not  think  that  I 
should  have  gone  beyond  that  answer ;  in  fact,  so 
closely  did  I  adhere  to  that  line  that  when  I  was 
pressed  by  Mr.  Armstrong  in  regard  to  the  question 
which  I  alluded  to,  I  telegraphed  home.  I  said  I 
cannot  answer  you.  I  telegraphed  home  and  asked 
the  home  authorities  here  to  telegraph  out  textually 
what  answer  I  was  to  give,  and  the  answers  I  gave  I 
told  them  were  the  answers  from  the  India  OfiB.ce  and 
not  from  me. 

11.461.  In  respect  to  such  matters  as  that,  I  can 
conceive  that  the  responsibility  must  remain  with  the 
Secretary  of  State,  clearly  ?— I  think  certainly, 

11.462.  Do  you  think  that  the  Finance  Minister,  in 
regai-d  to  the  discharge  of  the  duties  of  his  oface, 
either  in  the  office  itself  or  in  the  Imperial  Legislative 
Council,  is  hampered  by  lack  of  knowledge  of  the 
reasons  which  actuate  the  Secretary  of  State  in  any 
partictilar  decision  ?—l  think  I  would_  like  you  to 
indicate  what  sort  of  decision,  because  it  is  a  good  deal 
affected  by  that. 

11.463.  I  take  the  particular  case  I  took  before:  a 
loan  is  raised  at  a  particular  moment  and  at  a  pai-- 
ticular  rate  in  England  ;  some  question  is  i-aised  in  the 
Imperial  Legislative  Council  as  to  whether  it  was 
necessai-y  to  raise  the  loan,  whether  the  moment  was 
propitious  for  i-aising  it,  or  whether  the  rate  was  the 
best  that  could  be  obtained.  Is  it  sufiacient  under 
present  circumstances,  as  far  as  your  experience  goes, 
that  the  Finance  Minister  should  say.  That  is  a  matter 
which  is  left  wholly  to  London,  I  have  no  knowledge 
of  it  ■  or  must  he,  as  you  did  in  the  particular  case 
you  have  mentioned,  obtain  knowledge  to  enable  him 
to  answer  the  question?— If  a  general  attack  were 
made  on  the  policy  of  the  loan  and  so  forth,  then,  i 
think,  the  proper  attitude  of  the  Finance  Minister  the 
correct  attitude,  and  I  think  the  useful  one,  would  be 
to  say.  It  does  not  come  within  my  province,  and  1  can 
only  say  that  it  was  done  by  the  Secretary  of  State  m 
Council  and  is  outside  discussion  in  this  Chamber. 
Where  a  member  representing,  as  Mr.  Ai-mstrong  did, 
for  instance,  Bombay,  a  most  important  community, 
puts  down  on  the  notice  paper  specific  questions,  then 
I  think  he  is  entitled  to  have  them  answered,  unless 


you  say  for  reasons  of  State  you  cannot  answer  them. 
It  is  exactly  the  same  thing  as  in  the  House  of  Com- 
mons. I  think  the  proper  course  to  adopt  is  the  one  which 
I  adopted,  which  is  to  say,  ■'  This  is  not  my  business  ; 
"  will  you  kindly  teU  me  what  you  wish  me  to  ask,  and 
"  I  shall  refer  the  questions  to  the  Secretary  of  State." 
I  do  not  think  that  is  embarrassing. 

11.464.  Therefore,  when  you  said  that  your  great 
diflSculty  was  that  you  were  very  often  worki'ng  in  the 
dark,  that  did  not  refer  to  any  answers  that  you  might 
give  in  the  Imperial  Legislative  Chamber  to  questions 
asked  about  the  action  of  the  Secretary  of  State .'' — 
Not  at  all ;  I  wish  to  make  that  very  clear.  What  I 
referred  to  was  rather  with  regard  to  my  own  work 
and  my  proposals  in  the  future;  also  whether  my 
action  in  the  past  had  met  with  approval,,  and  so 
forth  ;  in  fact,  that  class  of  inter-communication  which 
is  generally  described  as  keeping  touch  with  your 
department.  It  had  nothing  whatever  to  do  with  the 
attitude  in  the  Chamber,  because  the  proper  course 
there  would  be  for  the  minister  to  represent  his 
difiS.onlty  to  the  Viceroy,  and  he  would  communicate 
direct  with  the  Secretary  of  State. 

11.465.  Now  I  want  to  turn  to  two  whoUy  different 
subjects  which  have  occupied  a  part  of  our  attention, 
and  of  which  I  have  been  reminded  while  I  have  been 
examining  you  by  colleagues  on  the  Commission.  It 
has  been  made  quite  clear,  I  think,  to  all  of  us,  that 
whilst  budgetting,  that  is, f orecastingrevenue  and  expen- 
ditui'e,  in  any  country  is  a  difficult  task,  there  are  circum-  < 
stances  connected  with  the  monsoons  every  year  which 
make  it  an  extraordinarily  difficult  task  for  the  Finance 
Minister  and  his  department  in  India.  The  suggestion 
has  been  made  to  us  that  that  task  woidd  be  certainly 
made  less  difiH.oult  if  the  date  of  the  financial  year  was 
altered.  The  date  which  has  been  most  often  suggested, 
I  think,  has  been  that  you  should  take  the  Ist  of 
October  as  the  beginning  of  the  financial  year.  It  has 
been  suggested  that  in  that  case  sufficient  information 
as  to  what  I  think  I  may  call  the  major  monsoon  would 
be  available  to  give  the  Indian  Gtovemment  at  any  rate 
a  much  greater  basis  of  fact  for  their  estimate  than 
they  have  at  the  present  time.  I  should  be  glad  if 
you  would  tell  me  whether  you  think  that  sugges- 
tion useful  ? — I  think  it  would  be  very  advisable  to 
alter  the  date.  I  think  that  the  financial  year  qua 
India  is  the  most  inconvenient  you  could  have.  It 
really  is  hardly  an  exaggeration  to  say  that  it  doubles 
the  difficulties  of  budgetting  in  India.  I  do  not  know, 
and  I  am  not  in  a  position  to  say,  how  far  it  would  be 
possible,  in  connection  with  the  financial  arrangements 
of  the  India  Office  at  home,  to  make  a  change.  If, 
however,  it  can  be  done,  I  strongly  advocate  a  change, 
but  I  would  not  make  a  change  to  October ;  I  should 
greatly  prefer  to  have  it  from  January  to  December  of 
the  calendar  year.  I  think  that  is  more  reasonable, 
and  it  would  be  easily  understood  in  India.  Any 
change  has  a  very  unsettling  effect  on  public  opinion 
there,  and,  I  think,  it  would  be  difficult  to  explain  a 
change  to  October.  In  point  of  fact,  January  gives 
you  a  better  date.  Ton  could  begin  seeing  your 
budget,  so  to  speak,  in  October  if  you  had  your  ending 
in  December,  and  so  you  would  get  your  advantage 
without  fixing  an  awkward  date.  I  strongly  advocate, . 
subject  to  any  objections  which  may  exist  in  England, 
with  wliich  I  am  not  acquainted,  changing  the  finan- 
cial year,  which  is  from  April  to  Mai-ch,  to  from 
January  to  December. 

11,466.  I  come  now  to  the  last  subject  on  which  I 
want  to  ask  you  a  question.  A  good  deal  of  the  dis- 
cussion before  us  has  turned  upon  the  sale  of  Council 
Bills,  as  it  is  generally  expressed,  in  excess  of  the 
reqilirements  of  the  Secretary  of  State.  I  think  I 
must  add  that  that  is  a  loose  expression  which,  as  used 
by  at  any  rate  the  more  thoughtful  of  our  witnesses, 
is  not  intended  to  convey  that  money  is  brought  over 
here  which  has  subsequently  to  be  retunaed  to  India, 
but  that  money  is  brought  over  here  in  advance  of  the 
time  at  which  it  is  required  here.  Would  you  care  to 
express  from  the  Indian  point  of  view  any  opinioTi 
either  in  favoui'  of  the  continuation  of  the  present 
practice,  or  against  it  ? — The  only  thmg  I  shoiild  like 
to  say  in  regard  to  councils  is  that  I  think  it  would  be 

I  4 


134 


ROVAL   COMMISSION    ON    INDIAN   FINANCE   AND   CURKENOY 


l:.t  Noveiiihei-  1913.]        Sir  GtTY  D.  A.  Fleetwood  Wilson,  g.c.i.e.,  k.cb.,  k.c.m.g. 


[^Continued. 


well  to  keep  the  saJe  of  councils  within  reasonable 
limits,  but  I  do  not  think  you  can  tie  them  down  to  a 
fixed  figiu-e.  After  all,  the  India  Office  has  its  difficulties 
to  contend  with,  and  there  is  no  doubt  that  this  Council 
system  is  very  popular  in  Calcutta.  I  think  it  is  popular 
because  weai-e  doing  work  for  nothing  which  is  extremely 
convenient  to  the  mercantile  community.     As  long  as 

yon  have  the  process,  I  do  not  think  I  should  like  to 
■lay  down  any  hard-and-fast  rule,     I  do  not  like  the 

Secretary  of   State  selling  Councils,  when  there  is  a 

slump  in  exchange,  more  than  he  can  help.  I  think 
.  that  is  certainly  a  mistake.     I  should  like  to  see  the 

sale  of  all  councils  in  excess  of  the  Secretary  of  State's 

actual  requirements  kept  within  very  moderate  limits ; 

beyond  that  I  do  not  think  I  should  feel  competent  to 

express  an  opinion. 

11.467.  (Mr.  Keynes.)  You  suggested  that  if  more 
informal  communication  could  be  maintained  between 
the  Finance  Minister  and  the  India  Office,  the  pi-oper 
person  in  the  India  Office  to  whom  the  communications 
should  be  addressed  is  the  member  of  council  who '  is 
particularly  concerned  with  financial  matters ;  would 
that  be  satisfactory  to  you? — There  is  no  such  j>erson 
that  I  am  aware  of  at  present. 

11.468.  The  member  of  Council  who  is  cMefly  con- 
cerned with  financial  matters,  that  is.  to  say,  the 
chairman  of  the  Finance  Committee  under  the 
present  system,  or  the  niember  attached  to  the  Finance 
Department  under  the  proposed  scheme,  is  the  person 

.  yon  suggested,  is  he  not  ? — I  did  not  mean  to  put  it 
that  way,  and  I  do  not  know  that  I  did.  What  I 
wished  to  indicate  was  that  if  you  could  have  a  member 
of  the  Seci-etary  of  State's  Coimcil  in  as  nearly  as 
possible  the  same  position  as  the  Finance  Member  of 
Council  in  India,  and  you  could  allow  the  one  to 
communicate  with  the  other,  then  I  think  you  would 
not  require  a  Finance  Committee,  and  you  would  not 
want  a  State  bank,  and  I  think  things  would  proceed 
satisfactorily,  because  the  one  would  be  a  check  on  and 
a  help  to  the  other ;  at  any  rate  it  would  be  a  great 
help  to  the  Finance  Member. 

11.469.  If  one  is  merely  considering  the  point  you 

put,  that  the  Finance  Member  in  India  does  not  now 

know  quite  how  he  stands,  would  it  not  be  satisfactory 

if  that  right  of  informal  communication  was  granted 

with  the  Permanent  Under  Secretary  of  State  or  the 

Permanent    Assistant    Under  Secretai'y  H — I    do    not 

think  it  would  be  quite  so  useful.     I  can  only  speak  of 

the  Permanent  Under  Secretai-y  from  the  standpoint 

of  my  experience  of  Permanent  U  nder  Secretaries  iu 

other  departments.     The  Permaiient  Under  Secretary, 

propei'ly  spealdng,  is  the  narrow  neck  of  the  bottle, 

through  which  everything  goes  up  to  the  Secretary  of 

State,  and  I  think  that  he  would  have  neither  the  time 

nor  the  inclination  to  enter  into  financial  disquisitions 

and  correspondence  on  finance  with  the  Finance  Member 

in  India,  and  I  think  he  would  in  many  cases   have 

to   refer  to  what   I   should  like  to  see,  the   Finance 

Member  of  the  Seci'etary  of  State's  Council,  before  he 

could  give   an   answer.      I   do   not   think   it  is  quite 

the    work    for    a    Permanent    Under     Secretaiy.      I 

asked     the     Permanent     Under     Secretary     for    the 

simple   reason   that  I   knew   of   no   one   else  to   ask; 

but   I  think   it   would   be    more    satisfactoiy  if   the 

Finance  Minister  could  correspond  with  the  Member 

of    Council    who   was    at    the   head    of   the   Finance 

Department  here,  and   was  as  nearly  as  possible  the 

analogy  of  the  Finance  Member  in  India.     I  do  not 

think  you  could  expect  the  Pennanent  Under  Secretary, 

if  you  had  that  state  of  affairs,  to  embark  on  such  a 

cori-espondence,  because  he  would  have  to  do  it  with 

everybody. 

11.470.  Of  course  that  would  presume  a  rather 
radical  alteration  of  the  organisation  of  the  India 
Office  ?— It  would. 

11.471.  With  any  sort  of  organisation  resembling 
the  present,  what  would  you  suggest  ? — I  think  I  have 
suggested  all  that  I  properly  can  in  view  of  the  guiding 
remai'ks  of  the  Chairman,  who  desii-ed  me  not  to  travel 
outside  finance. 

11.472.  {Chairman.)  We  here  are  concerned,  of 
course,  with  the  financial  organisation  of  the  India 
Office  y — I  do  not  think  I  can  give  an  answer  withoul 


extending  my  answer  in  regard  to  the  rest  of  the 
Council,  because  it  is  obvious  that  a  Permanent  Under 
Secretary  could  not  embark  in  correspondence  with  all 
the  members  of  Council  on  all  theii;  subjects. 

11.473.  (Sir  Sh(vpurji  Broacha.)  Suppose  the  Com- 
missioners of  the  liinglish  Mint  were  to  remove  their 
objections  and  make  easy  the  coining  of  the  sovereign, 
with  a  distinctive  mark  such  as  the  Australian  sovereign 
has ;  would  that  suit  your  pm-pose  ? — ^I  have  endeavoured 
to  indicate  that  it  would. 

11.474.  (Lord  Kilhrackerk.)  Ton  referred  to  a  sug- 
gestion which  you  made  twice  over  of  correspondence 
between  the  Finance  Member  of  Council  and  the  Under 
Secretaiy  of  State  on  matters  of  financial  policy.  Tou 
said  on  each  of  those  occasions  the  proposal  was  dis- 
couraged or  declined  ;  but  I  suppose  you  do  not  think 
that  those  answers  were^iven  by  the  Under  Secretaries 
of  State  on  their  own  proper  motion  ? — I  do  not  think 
it  is  proper  for  me  to  form  an  opinion ;  I  camiot  tell. 

11.475.  I  suggest  that  it  is' perfectly  competent  for 
you  to  fonn  an  opinion  of  what  is  Kkely  ? — Then  I  say, 
to  assume  the  opposite  would  be  obviously  to  assume 
that  the  Under  Secretaries  of  State  gave  me  an  answer 
off-hand,  which  I  do  not  wish  for  one  moment  to 
assume. 

11.476.  li  that  is  perfectly  understood,  I  am  satis- 
fied. I  asked  the  question,  because,  although  you 
mentioned  the  Under  Secretary  and  the  Finance 
Committee  and  the  Council  of  India,  you  hardly  re- 
ferred to  the  Secretary  of  State ;  but  I  presume  the 
Secretary  of  State  would  have  something  to  say  on  the 
subject  ? — I  never  contemplated  the  possibility  of 
corresponding  with  the  Secretary  of  State. 

11.477.  But  he  would  have  something  to  say  about 
the  question  whether  it  was  advisable  for  the  Finance 
Member  of  Council  to  correspond  with  the  Permanent 
Under  Secretary  upon  matters  of  financial  policy  ? 
— That  is  a  matter  of  the  internal  economy  of  the 
India  Office.  I  really  do  not  know,  but  I  presume  that 
everything  in  the  India  Office,  as  it  is  in  all  other 
departments,  is  subject  to  the  approval  of  the  Secretary 
of  State. 

11.478.  What  I  noticed  was  that  the  effect  which 
might  be  produced  by  the  establishment  of  a  corre- 
spondence of  that  kind  upon  the  relations  between  the 
Secretary  of  State  and  the  Viceroy  in  [ndia  was  hardly 
present  to  your  mind  at  the  moment  ? — It  was  fully 
present  to  my  mind,  if  you  will  allow  me  to  say  so,  and 
I  thiak  I  rather  indicated  it.  At  any  rate,  I  repeat 
what  I  said,  that  such  correspondence  could  be  only 
demi-official;  and  that  any  opinion  expressed  or  letters 
sent  by  the  Member  here  could  not  possibly  be  binding 
on  his  Council  or  the  Secretary  of  State,  any  more 
than  any  letters  from  the  Finance  Member  in  India 
would  be  binding  on  the  Yiceroy  and  his  Council.  All 
I  ask  is  that  there  should  be  that  inter-communication 
between  the  two  members  and  the  two  councils  which 
now  exists  between  the  two  secretaries. 

11.479.  Between  the  two  secretaries  ? — Yes,  between 
the  Secretary  to  Government  in  India  and  your 
Secretary  here.  I  was  debarred  from  doing  what  my 
Secretary  was  empowered  to  do. 

11.480.  Of  course  you  are  aware  that  the  Secretary 
of  State  and  the  Viceroy  correspond  very  fully  every 
week  and  are  constantly  exchanging  telegrams  ? — I  am 
also  aware  that  the  Viceroy,  having  the  whole  biu-den 
of  the  Government  of  India  on  his  shoulders,  and 
having  very  lengthy  and  weekly  correspondence  and 
daily  telegraphic  inter-communicationwiththe  Secretary 
of  State,  could  not  possibly  be  expected  to  waste 
his  time  or  devote  his  work  to  ascertaining  for  me, 
in  a  way  which  I  should  be  empowered  to  ascertain  for 
myself  informally,  what  I  had  better  do  in  my  own 
Department.  It  would  be  most  unreasonable  to  ask 
him  to  do  it,  though  I  had  to  ask  him  to  do  it  on 
more  than  one  occasion. 

11.481.  I  hope  you  understand  that  I  am  not 
expressing  any  opinion  as  to  the  advisability  or  inad- 
visability  of  the  proposal  which  you  made.  I  am 
simply  calling  attention  to  the  fact  that  the  Secretary 
of  State  might  have,  and  undoubtedly  would  have,  an 
opinion  of  his   own  on  the  subject  as  to  whether  he 
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thought  it  advisable  to  have  this  correspondence  going 
on  in  addition  to  hiai  own  ? — It  is  obrious  that  it  eonld 
only  be  done  with  the  approval  of  the  highest  authority, 
and  that  is  the  Secretary  of  State.  I  assume  in  any 
remark  I  make  that  the  Secretary  of  State  represents 
the  Cabinet ;  the  Cabinet  under  the  Constitution 
governs  us  all,  and  you  cannot  go  outside  that. 

11.482.  (Chairman.)  I  want  to  be  quite  certain  that 
I  appreciate  exactly  your  view  on  this  question.  Ton, 
of  course,  had  served  for  a  great  number  of  years  in 
the  British  Service  before  you  went  to  India? — 
Tes,  44. 

11.483.  Ton  ai"e  famUiar — more  familiar  even  than 
I  am,  though  I  have  had  some  experience — -with  the 
working  of  our  system  here.  Shall  I  rightly  interpret 
your  views  if  I  put  it  this  way :  that  you  want  the 
Finance  Minister  to  be  able  'to  communicate  unoffi- 
cially, to  sound  the  ground  ? — Demi -officially  I  think 
is  the  usual  term  in  India. 

11.484.  Demi-officially,  then,  to  sound  the  groimd, 
or  to  gather  information  ? — And  to  receive  guidance. 

11.485.  Subject  always  to  .the  supreme  authority 
of  the  Viceroy  in  his  own  case  ? — Certainly. 

11.486.  And  the  Secretary  of  State  in  the  case  of 
his  correspondent ;  in  the  same  kind  of  way  that  the 
Permanent  Under  Secretary  of  the  War  Office  or  the 
Admiralty  will  write  to  the  Permanent  Secretary  at 
the  Treasury  and  inquire,  how  would  such  and  such  a 
proposal  be  viewed  if  his  office  were  to  make  it  ? — You 
have  quite  correctly  interpreted  my  views. 

11.487.  The  difficulty  which  you  felt  in  the  position 
of  Finance  Minister  in  India  was  that  you  could  not 
unofficially  sound  the  ground  before  making  a  formal 
proposal  F — I  think  that  what  the  Finance  Minister  in 
India  wsmts  is  an  alter  ego  in  London.  Then  you 
could  get  interchangeability    of    views    and    mutual 


assistance    and    co-operation,   which   would   result   in 
benefit  at  both  ends. 

11.488.  One  further  question  on  that.  Ton  spoke 
of  the  Permanent  Under  Secretary  as  the  person  that 
you  had  sought  permission  to  correspond  with  on  these 
matters ;  do  you  think  that  the  Permanent  Under 
Secretary  is,  so  to  speak,  the  opposite  number  of  the 
Finance  Minister  ?  —  No,  certainly  not.  There  is 
nobody  here  that  I  know  of  who  is  the  alter  ego  of  the 
Finance  Minister.  But  that  is  what  I  want ;  I  want  an 
alter  ego  here,  and  I  want  an  alter  ego  here  for  every 
member  of  the  Coimcil  in  India. 

11.489.  Would  you  like  to  see  a  Member  for 
Finance  on  the  Council  here  ? — Yes,  and  let  him  be 
personally  responsible  for  the  finance  here  in  regard  to 
India,  and  then  you  would  know  whom  to  hang  if  it 
went  wrong,  just  as  you  could  hang  me  if  it  went 
wrong  in  India. 

11.490.  That  is  the  member  you  would  like  in 
future  to  correspond  with  ? — That  is  the  man  with 
whom  the  interchange  of  views  and  the  close  relation 
should  exist. 

11.491.  {Lord  Kilbraehen.)  Do  I  understand  you 
would  like  the  Member  of  Council  to  be  responsible  for 
finance  in  this  country  ? — Instead  of  the  Finance 
Committee,  I  would;  that  is,  such  responsibility 
as  attaches  to  the  Finance  Committee  I  would  attach 
to  the  Finance  Member  of  Council  in  England. 

11.492.  Responsible  to  whom? — Obviously  to  the 
Secretary  of  State.  Everybody  is  responsible  to  the 
Secretary  of  State. 

11.493.  When  you  spoke  of  hanging  him  I  thought 
you  meant  responsibility  to  the  public  ? — I  take  it  that 
it  would  be  responsibility  to  the  Secretary  of  State. 
I  do  not  say  that  it  has  occurred  at  the  Lidia  Office, 
but  I  have  known  cases  of  a  Secretary  of  State  seeking 
whom  to  hang,  and  not  finding  the  proper  person  to 
hang. 


The  witness  withdrew. 


Mr.  Lionel  Abbahams,  C.B.,  recalled  and  further  examined. 


11.494.  (Chairman.)  You  first  appeared  before  the 
Commission  at  its  opening  sittingior  hearing  evidence, 
and  you  gave  us,  partly  in  evidence  and  partly  in 
memoran(^,  a  great  deal  of  very  valuable  information 
which  has  been  of  great  service  to  the  Commission  in 
its  subsequent  sittings.  In  asking  you  to  come  again 
to-day  I  do  not,  of  course,  propose  to  travel  over  all  • 
the  ground  that  we  travelled  over  in  those  early  days; 
but  there  are  one  or  two  subjects  on  which  I  should 
like  to  ask  for  further  explanations  from  you.  1  think 
you  then  expressed  an  opinion  that  it  was  inadvisable 
that  any  attempt  should  be  made  to  purchase  silver 
regularly  for  the  pui'poses  of  coinage  ? — Tes. 

11.495.  Since  you  made  that  statement  I  thmk  you 
have  had  an  opportunity  of  seeing  such  of  our  evidence 
as  we  have  already  published  ?— Tes  ;  but  I  ought  to 
add  that  my  ordinary  duties  have  been  so  heavy  that  I 
cannot  say  I  have  read  all  the  evidence.  I  should 
have  done  so  if  I  possibly  could  have  managed  it,  but 
the  work  has  been  such  as  to  make  it  impossible. 

11 .496.  I  can  quite  understand  that.  I  would  only 
like  to  ask  you  whether  you  still  adhere  to  that 
opinion,  or  whether  you  would  be  disposed  to  say  that, 
on  a  moderate  scale,  regular  purchases  of  silver  might 
help  to  avert  some  of  the  difficulties  which  the  spas- 
modic purchases  create,  without  creating  any  greater 
difficulties  in  their  turn?— I  hold  to  the  opinion 
which  I  originally  expressed.  My  reasons  are  these. 
In  the  first  place,  it  is  not  merely  uncertain  how 
much  we  shall  want  in  any  year— it  is  uncertain 
whether  we  shall  want  any;  and  indeed  it  is  uncertain 
whether  we  may  not  have  a  great  flow  of  silver  back 
from  circulation  into  the  Government  Resei-ves.  It 
we  had,  say,  a  million  or  two  m  hand  m  view  of 
possible  requirements  and  then  found  that  as  happened 
in  one  year  to  which  I  drew  the  Commission  s 
attention,  12  millions  or  so  came  back  from  circulation 
it  would  be  to  some  extent  a  calamity,  even  if,  at  the 
time,  we  were  strong  financially.  But,  in  the  circum- 
stances  supposed,  we   should   at  the  time    be  weak 


financially.  The  back-flow  of  rupees  from  general 
circulation  comes,  if  at  all,  when  the  sterling  resources 
are  either  not  very  strong,  or  when,  even  if  they  are 
strong,  the  demands  upon  them  are  likely  to  be  exceed- 
ingly heavy.  At  a  time  like  that,  if  we  had  locked  up 
any  appreciable  amount  by  buying  silver  in  advance  up 
to,  say,  two  millions,  which  is  a  very  moderate  amount, 
1  do  not  say  that  the  consequences  would  be  exceedingly 
serious,  but  they  might  be  embarrassing  at  a  time  when 
we  wanted,  every  sovereign  of  our  sterling  resources 
in  order  to  support  exchange.  Might  I  add  this  ?  The 
difficulties  of  buying  silver  as  it  is  required  can  easily 
be  exaggerated  by  anyone  who  has  mainly  in  his  mind 
the  very  peculiar  circumstances  of  1912.  I  do  not  think 
anyone  would  deny  that  there  was  then  a  speculation  for 
the  rise  of  silver  carried  out  by  very  determined  people 
and  on  a  very  large  scale.  I  cannot  say  that  such  specu- 
lations are  not  going  to  occur  in  the  future,  but  I  gather, 
from  the  little  that  I  have  been  able  to  observe,  that 
the  experience  of  the  speculative  group — I  do  not  use 
that  term  in  a  disparaging  sense— has  probably  not 
been  so  satisfactory  to  them  as  to  encourage  them  to 
repeat  in  future  what  they  did  in  1912  and  the  preceding 
years.  If  there  was  no  speculative  holding  I  think  that 
with  a  certain  amount  of  care  we  could  buy  our  silver 
without  creating  any  disturbance  that  is  appreciable 
enough  to  be  deterrent  to  us  or  to  any  other  existing 
concern. 

11.497.  We  had  from  the  Chairman  of  the  Finance 
Committee  in  the  evidence  which  he  gave  to  us  that 
there  was,  in  his  opinion,  no  objection  to  making- 
purchases  of  silver  in  Bombay  if  other  circumstances 
seemed  to  render  that  desirable  ;  do  you  quite  agree  in 
that  view  ? — Tes. 

11.498.  Ton  do  not  consider  the  India  Office  bound 
to  make  the  purchases  in  London  if  it  can  make  them 
any  better  or  on  equally  advantageous  terms  else- 
where ? — I  agree  with  that  view.  There  would  be  a 
little  more  brokerage  to  be  paid ;  and  owing  to  the 
comparative  smallness   of   the  stocks  usually   held  in 
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Bombay,  I  think  it  would  be  less  easy  than  in  London 
to  purchase  secretly,  if  secrecy  were  desired ;  but, 
subject  to  that,  I  see  no  objection  to  buying  in  India. 

11.499.  Do  you  hold  that  view  in  spite  of  the  fact 
alleged  by  one  witness  who  has  been  before  us,  that 
the  dealers  in  Bombay  are  so  much  more  numerous 
than  the  dealers  in  London,  that  anything  in  the 
nature  of  a  ring  is  much  more  difficult  to  be  made 
there  P — So  far  as  that  statement  is  correct,  about 
which  I  do  not  know,  that  would  be  rather  an  extra 
reason  for  buying  in  Bombay.  If  I  understood  you 
coireotly,  the  effect  would  be  that  Bombay  has  rather 
a  freer  market,  a  market  less  likely  to  be  cornered. 

11.500.  That  was  the  suggestion  of  a  witness  that 
whereas  there  were,  I  think,  only  four  firms  of  brokers  in 
London,  there  was  a  very  considerable  number  of  dealers 
of  diffei'ent  kinds  in  Bombay,  and  they  could  not  form, 
in  his  opinion,  the  kind  of  combination  which  was 
possible  amongst  so  limited  a  number  as  four  firms  F 
— I  very  much  doubt  the  oon-eotness  of  his  facts,  for 
various  reasons ;  but  if  his  facts  are  correct,  that  is  a 
reason  for,  not  against,  buying  in  Bombay.  I  should 
like  to  add,  in  justice  to  the  firms  in  London  with 
whom  we  have  certain  relations,  and,  as  a  rale,  friendly 
relations,  that  I  do  not  think  that  they  do  form  any- 
thing in  the  way  of  a  ring.  I  think  that,  as  is  happily 
the  case  in  most  financial  business  in  London,  they 
do  their  business  in  a  very  high-minded,  honourable 
manner,  and  that  if  a  principal  employs  a  London  finn 
of  silver  brokers,  they  would  never  act  .against  the 
interests  of  the  principal  for  whom  they  were  at  the 
time  doing  business. 

11.501.  (Mr.  Crillan.)  I  think  in  the  past  silver  has 
as  a  matter  of  fact,  been  purchased  in  India  ? — Tes. 
That  passed  through  my  mind  and  I  ought  to  have 
mentioned  it,  but  1  was  anxious  not  to  extend  my 
answer.  I  think  occasionally  we  have  bought  from 
the  native  States.  I  think  at  one  time  we  made  a 
purchase  from  Gwalior ;  I  am  not  sure  whether  it  was 
bar  silver  or  rupees  that  we  got. 

11.502.  That  was  one  particulai-  case,  and  I  think 
silver  was  purchased  on  other  occasions  too.  I  do  not 
know  whether  you  could  tell  us  how  the  purchases 
were  distributed  on  those  occasions  between  Home  and 
India  ? — If  you  remember  the  correspondence  that  we 
put  in,  which  was  printed  in  one  of  the  Appendices,* 
you  will  see  that  we  there  reviewed  the  purchases  that 
were  made  in  1907,  when  it  has  been  alleged,  and  not 
without  some  show  of  reason,  that  we  bought  more 
silver  than  we  ought  to  have  bought.  Tovx  will  find 
that  in  that  year  the  Government  of  India  from  time 
to  time  asked  the  Secretary  of  State  to  buy  silver,  and 
he  did  so,  but  every  now  and  then  we  heard  from  the 
Government  of  India,  "  We  have  bought  so  much  in 
India  in  addition  to  what  you  are  buying  for  us." 
All  the  details  of  that  were  left  to  the  Govei-nment  of 
India.  That  is  my  recollection,  and  I  think  it  is 
coiTect. 

11.503.  {Chairman.)  I  think  in  the  earlier  evidence 
you  gave  to  us  jow  explained  to  us  the  nature  and  the 
conditions  of  tike  two  Reserves,  the  Gold  Standard 
Reserve  and  the  Paper  Currency  Reserve  ? — Tes. 

11.504.  Incidentally,  in  that  explanation  you  dealt 
with  the  silver  holding  in  the  Gold  Standard  Resei-ve  ? 
—Tes. 

11.505.  If  I  rightly  understood  youj-  view,  that 
silver  was  held  in  order  to  meet  the  exceptional 
demands  for  currency  ? — -That,  I  think,  was  the  reason 
given  when  the  silver  holding  was  established.  I  think 
that,  as  years  have  gone  on,  we  have  seen  that  the 
function  which  can  be  sei-ved  Tsy  that  holding  is  rather 
different  from  what  was  contemplated  when  it  was  first 
established. 

11.506.  How  would  you  define  its  present  fimction  ? 
— I  have  endeavoured  to  define  it  in  my  Memorandum 
on  the  Gold  Standard  Reserve.f  but  I  might  briefly 
remind  you  of  what  I  put  there.  At  certain  times 
the  Government  of  India  have  enough  rupees  in  their 
various  reserves,  but  their  treasury  balances  or  free 
balances   are   rather  low.      And  it  is  not  possible  for 
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them  to  take  rupees  out  of  the  Paper  Currency 
Reserve,  except  by  cancelling  some  of  the  notes  that 
are  in  their  free  balances  or  treasury  balances, 
and  ex  hypothesi  they  have  no  notes  to  spare. 
Therefore,  it  is  a  difficult  matter  to  get  the  rupees  into 
circulation.  They  are  in  the  Paper  Currency  Reserve, 
and  they  are  locked  up  there,  and  the  only  way 
of  unlocking  them  is  by  transferring  gold  to  the 
Paper  Currency  Reserve  in  England.  I  think  I 
explained  that  at  the  time,  and  I  hope  I  made  it  clear. 
Sometimes  there  is  no  objection  to  transferring  gold 
in  that  way,  but  at  other  times  it  is  rather  serious, 
both  directly  for  the  London  market  and  indirectly 
(but  with  equal  importance)  for  Indian  trade.  By 
holding  a  certain  number  of  rupees  in  such  a  form 
that  we .  can  get  them  out  and  put  them  into  circula- 
tion without  going  through  this  process  of  ear- marking, 
we  give  elasiilcity  to  the  Indian  currency  which  it 
would  not  othei-wise  possess.  If  other  schemes  are 
vmder  consideration  for  giving  elasticity  to  the  Indian 
currency,  then  I  think  the  last  usefulness  of  this 
silver  holding  in  the  Gold  Standard  Reserve  h9,s 
passed  away — or  rather  it  will  pass  away,  if  any  such' 
scheme  is  adopted. 

11,507.  What  a  little  puzzled  me  was  this :  Ton 
had  this  silver  in  the  Gold  Standard  Reserve  for 
certain  contingencies,  and  you  had  a  great  demand  for 
silver,  and  some  difficulty  in  pui-chasing  it  in  the  then 
conditions  of  the  market  without  adversely  affecting 
the  price ;  why  did  you  not  use  the  silver  in  the  Gold 
Standard  Reserve  at  that  moment? — There  was  no 
objection  to  using  it.  The  reason  for  purchasing,  if  I 
may  give  an  answer,  which,  though  it  may  not  seem  to 
be  so,  is  i-eally  an  answer  to  your  queatlon,  was  this  : 
We  had  made  calculations  which,  I  think,  have  been 
justified  by  subsequent  experience,  as  to  the  total 
amount  of  mpees  that  we  ought  to  have  as  a  rule  in  the 
various  reserves  at  the  beginning  of  the  busy  season. 
In  1912,  when  we  bought  silver,  we  reckoned  out  how 
much  we  should  have  in  all  the  reserves,  including  the 
Gold  Standard  Resei-ve,  and  found  that  on  the  best 
calculation  we  coiild  make  we  should  not  have  enough 
to  open  the  busy  season  with.  Therefore,  we  bought 
silver  so  as  to  bring  the  aggregate  amount  up  to  the 
standard.  Whether  one  began  meeting  the  demand  by 
taking  rupees  from  the  Gold  Standard  Reserve,  or 
by  taking  it  from  the  Paper  Cm-rency  Reserve,  was,  I 
think,  a  matter  of  comparatively  alight  importance, 
except  that  I  should  add  the  Government  of  India  have 
always  attached  what,  perhaps  I  might,  without  dis- 
respect, call  a  somewrhat  unreal  importance  to  holding 
the  rupees  in  the  Gold  Standard  Reserve  as  a  last  line 
of  defence. 

11.508.  A  last  line  of  defence  against  what? — 
Against  a  very  gi-eg,t  demand  by  the  public  in  India 
for  rupees.  Perhaps  I  may  put  it  this  way;  We 
have  to  meet  a  demand  on  the  part  of  the  public ;  I  do 
not  think  it  matters  very  much  whether  we  first  of 
all  meet  it  by  paying  out  the  rupees  from  the  Gold 
Standard  Reserve  and  then  from  other  resoui-ces,  or 
whether  we  do  it  the  other  way  round.  The  Govern- 
ment of  India^I  think  Mr.  Gillan,  who  knows  theirmind, 
will  confirm  me— have  ^.Iways  attached  importance 
to  beginning  with  the  other  resovu-ces  and  ending  up 
with  the  mpees  of  the  Gold  Standard  Resei've. 

11.509,  What  was  the  total  amount  of  silver  that 
you  purchased  in  1912  ?— Approximately  7  millions. 

11.510,  What  was  the  amount  that  you  had  lying 

in  the  Gold  Standai-d  Resei-ve  at   the  beginniijg  ? 

At  the  beginning  of  the  busy  season  in  1912  we  had 
less  thaai  the  usual  amount ;  I  think  it  was  between 
three  and  four  crores,  but  I  daresay  you  have  the  figm-es 
available.  We  ended  up  that  season  by  paying'  into 
the  Gold  Standai-d  Reserve  a  certain  proportion  of  the 
profits  of  coinage  realised  during  that  season  ;  we  put 
them  in  in  mpees.  That  was  in  order  to  meet  the 
wishes  of  the  Govei-nment  of  India  to  have  that  bi-anch 
of  the  Gold  Standard  Reserve  up  to  its  usual  strength. 

11.511.  The  net  result  wp,s  that,  having  a  reseiTe  of 
mpees  in  the  Gold  Standard  Reserve,  and  having  a 
large,  and,  I  think,  abnost  unexampled  demand  for 
mpees,  you  met  that  demand  wholly  by  fresh  pur- 
chases  in   wha,t,   I   think,  you   would   describe  as  an 
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unfavourable  market,  and  did  not  touch  your  reserve  ? 
— I  think  that  that  ujquires  som6  qualification. 

11.512.  If  you  think  it  requires  Qualification  plisase 
coi'rect  the  statement ;  it  may  have  been  in  rather  an 
affii'mative  form,  but  I  put  it  to  you  as  a  question  ? — 
May  I  put  the  justification  for  the  purchases  that 
were  made  ?  According  to  my  recollection,  when 
we  began  purchasing  we  had  somewhere  about  13 
or  14  crores  in  the  Papfer  Currency  Reserve  —  I 
hare  not  the  exact  figures — and  rather  less  than 
i  crores  in  the  Gold  Standard  Reserve ;  that  was  17 
crores  in  all.  We  wanted,  to  begin  the  busy  season 
with  24  crores;  the  distribation,  according  to  my 
judgment,  did  not  matter  much,  but  we  wanted  to  have 
the  24  crores  and  we  bought  for  the  purpose  of 
briiiging  our  stock  up  to  that  aggregate. 

11.513.  I  had  got  the  impressionj  perhaps  wrongly, 
that  these  rupees  in  the  Gold  Standard  Reserve  were 
intended  as  a  sort  of  cushion  to  break  your  fall  upon 
the  market  under  certain  conditions  ;  but  you  do  not 
accept  that  view  ? — ISo ;  I  would  put  it  in  this  way, 
which  expresses  what  has  certainly  been  said  by 
the  Government  of  India,  and  I  think  accepted  and 
recently  accepted  by  the  Secretai-y  of  State :  If  we 
begin  with  Our  24  crOTes,  which  is  thb  standatd  figure, 
then  as  the  season  goes  oh  Our  stock  falls  and  we  may 
or  may  not  be  able  to  purchase  ffe,st  enoiigh  to 
replenish  it.  If  we  are  not  able  to  pdrchase  fast 
enough  to  replenish  it,  theh  in  the  latter  half  of  the 
busy  season  wB  should  take  out  the  six  isrores,  or  what- 
ever the  amount  niight  be,  in  the  Gold  Standard 
Reserve,  and  use  it  as  a  eushidn  at  thd,t  stAge  and  not 
at  the  beginning  of  the  busy  season.  The  whole 
question,  aiid  I  think  the  Government  Of  India  regard 
it  as  very  impprtatit,  is  in  respect  of  the  time  at  Which 
we  are  to  use  this  extra  resource. 

11.514.  I  want  to  ask  you  6ne  other  question  about 
the  iise  of  coin  or  bullioil  ill  the  resei've.  I  have  not 
recently  refreshed  my  nleaiory  of  what  you  said  when 
you  wei-g  here  before,  and  1  may  be  asking  you  to 
repeat  yom-self  ;  but  when  an  exchange  crisis  occurs 
again  and  the  Governiiient  has  a  eertaih  holding  of 
gold  in  Ihdia,  as  it  is  certain  to  have,  how  do  yo\l 
think  the  gold  should  be  used  ?  I  take  it  that  in  the 
first  place,  if  such  a  crisis  arises,  you  thiilk  that  the 
gold  resources  of  the  Government  at  home  and  in 
Ilidia  should  be  freely  used  ?— Freely  dhd  boldly  used. 

11.515.  Without  hesitation  F  — Wifchdut  hesitation. 

11.516.  No*  I  coinfe  to  the  pai-tibular  rSsoiirces 
which  may  be  in  India,  and  which  ar6  in  India  undei- 
the  present  circumstances.  What  shduld  the  Govern- 
ment of  India  do  with  them?  Should  it  issue  the 
gold  in  its  possession  to  all  applicants  as  far  as  that  gbld 
will  last,  or  should  it  ship  the  gold  home  and  sell  bills 
■against  it  ? — ^FrdHi  the  point  of  vietv  of  exchange,  the  first 
alternative  would  cfertainly  be  a  bad  one ;  I  think  one  can 
say  ddgmatically  that  it  would  be  a  bad  onb,  althoiigh 
there  inight  be  some  advantage,  if  our  other  reeoui-ees 
were  siiffeient,  in  allowing  anyone  who  wished  to  have 
gold  lip  to  a  moderate  amdunt  for  use  in  India  to  have 
it.  Td  refuse  it  would  be  to  deprive  him  of  a  oertaiu 
nimcr  advantage  which  he  has  been  accustdmed  td 
expect ;  but  if  due  gave  him  the  advantage,  dne  would 
be  doing  it,  in  my  opinion,  at  the  expense  df  a  some- 
what greater  interest,  namely,  the  maintenance  of 
exchange.  Assuming  that  ydur  first  alternative  is 
•fgjected  oh  that  grdund,  there  are  two  other  alterna- 
tives. I  think  that  ydu  put  dnly  dne,  viZ.  -.  Shall  the 
GoveiTlment  ship  gold  itself?  . 

Il5l7  Tesf — It  mi^ht  do  two  things.  It  mignt 
either'  ship  the  gold  itself  and  sell  bills  against  it,  or 
it  might  issue  it  to  exporters,  having  satisfied  itselt 
that  they  really  wanted  it  for  export,  and  then  it  would 
no  doubt  serve  td  a  considerable  extent  to  support 
exchange.  That  latter  alternative  has  this  weak  pomt, 
that  there  might  be  a  difficulty— I  do  not  know  how 
great  it  wduld  be— in  genuinely  satisfying  oneself 
about  the  bona  fides  of  the  persdns  who  asked  for  gold 
and  said  that  it  was  for  export.  Therefore,  I  think 
the  safer  course  is  to  adopt  the  sebdnd  alternative  that 
ydu  mentidned.  i  j  „„j 

11,518.  Fdr  the  Government  td  ship  the  gold  ana 
to  sell  bills  against  it?-^Tes. 


11.519.  Some  witnesses,  and  witnesses  whose  opinion 
is  entitled  to  great  weight,  have  strdngly  ta-ten  the 
dther  view.  I  dd  ndt  think  that  they  would  dispute 
what  you  say,  that  for  the  Government  to  ship  gold  to 
England  and  to  sell  bills  against  it,  is  the  most  directly 
effective  way  of  maintaining  exchange,  and  would  give 
you  the  greatest  exchange  value,  if  I  may  so  express 
myself^  for  the  amdunt  df  gold,  whatever  it  was,  that 
you  had ;  but  they  have  urged  updn  us  that  any 
appearance  on  the  part  of  the  Indian  Government  of 
being  unwilling  tb  part  with  gold  to  the  first-comer  as 
long  as  their  resources  lasted  would  tend  to  lack  of 
confidence,  and  so  might  indirectly  aggravate  a  crisis 
df  exchange  ;  and  thdugh  they  admit  that  the  whdle 
of  the  gdld  you  gave  out,  or  at  any  rate  very  large 
portions  of  it,  would  never  go  to  the  support  of 
exchange,  yet  they  think  the  moral  effect  of  giving  it 
out  would  be  a  greater  support  to  exchange  than  if  you 
refused.  I  put  that  to  you  in  order  td  kndw  whetiier 
ydU  have  considered  that  view,  and  whether  ydu  hold 
the  opinion  that  on  balance  that  is  illusory  ? — I  have 
often  considered  that  view.  Since  our  currency  System 
was  established  there  has  been  a  vast  amount  of  dis- 
cussion about  Confidence,  moral  effect,  people's  nerves, 
people's  imaginations,  and  so  on,  in  these  matters.  My 
belief,  very  largely  based  dn  the  experience  of  1908,  is 
that  when  gold  or  any  other  form  of  sterling  money  is 
demanded  from  us  for  the.  suppoi-t  of  exchange  it  is 
demanded  in  order  to.  satisfy  a  genuine  trade  demand. 
I  dd  not  think  that  panic  df  the  kind  that  is  suggested 
did  dccur  in  1908,  frdm  which  we  draw  mdst  of  dui" 
experience,  or  is  likely  to  occur,  because  there  is 
really  no  reason  why  anyone  should  go  dut  df  his  way 
td  get  any  f drm  of  gold  or  sterling  remittance  from 
the  Government  unless  he  wants  to  pay  a  debt  whicl; 
can  only  be  paid  by  sterling  money. 

11.520.  One  other  question,  which  I  think  we  dealt 
with  in  your  examination  when  you  came  before  ua 
some  time  ago.  If  it  were  found  convenient  from  the 
Indian  side  to  change  the  date  of  the  budget  year, 
would  there  be  any  serious  difficulties,  as  far  as  you 
can  see,  on  this  side  ? — Do  you  mean  from  the  pdint 
df  view  df  the  India  Office  or  of  iParliament  ? 

11.521.  Frdm  the  point  of  view  of  either  the  Bidia 
Office  or  Parliament ;  the  India  Office,  let  us  say,  fii-st  ? 
— ^I  am  sure  that  the  India  Office  could  adapt  itself. 

11.522.  Would  there  be  any  difficulty  from  the 
point  of  view  of  Paiiiament  if  the  Indian  year  i-an,  not 
as  now,  from  AprU  1,  but  either  frdm  October  1  cr 
January  1  ? — There  wduld  be  sdine  little  difficulty :  but 
as  a  rule,  I  will  ndt  say  invariablyj  PajfUament  is  very 
considerate  to  the  India  Office.  There  would  be  some 
little  absurdity;  perllap.s.  in  introducing  an  Indian 
financial  debate,  which  is  called  the  Indian  budget 
debate;  many  months  aftur  the  beginllirlg  df  the  Indian 
financial  year.  If  the  year  began  on  the  1st  October, 
as  is  likely  to  be  the  case  if  aUy  change  at  all  is 
made,  and  if  the  debate  could  not  take  place  until 
the  following  June  or  July  Parliament  might  feel 
that  there  was  some  unreality  about  it.  But,  as  I 
daresay  ydu  have  noticed,  the  so  -  called  Indian 
budget  debate  tends  more  and  mdre  td  be  a  debate 
about  Indian  questions  generally,  in  which  the  financial 
part  is  not  of  preponderating  importance.  Then  there 
is  a  questidn  abdut  the  date  at  which  Idans  would 
be  issued.  It  would  require  a  little  care  to  decide 
what  would  be  the  best  time  td  issue  a  Idan  in 
drder  td '  meet  the  requirements  of  a  year  which 
began  in  October.  Probably  we  should  issue  the  loan 
i-ather  late  iu  the  financial  year,  but  if  there  were  some 
special  reason  fdr  doing  otherwise,  we  could  issue  it  in 
anticipatidn.  We  have  ddne  that  befdre,  and  I  dd  ndt 
think  there  has  been  any  seridus  disadvantage.  The 
dnly  disadvantage  is  that  dur  cldsing  balance  lodked 
rather  high  when  we  did  it,  but  there  is  not  very  much 
in  that,  I  think. 

11,523.  Now  I  turn  to  quite  a  different  subject. 
Since,  you  came  before  us,  we  have  had  a  great  deal  of 
information  supplied  to  us  about  the  propdsal  for  a 
State  bank ;  for  my  paart  I  do  not  desire  to  examine 
ydu  in  any  detail  on  that  subject,  but  I  should  like  you 
to  state  broadly  ydur  views  upon  it  ? — I  am  in  favour  of 
a  State  bank  for  two  main  reasons.     By  far  the  more 
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important  is  that  a  part  of  the  baUuioe  uovv  in  the 
reserve  treasm-ies  should  he  placed  Sit  the  disposal  of 
la-ade  :  and  to  do  this  by  inci-easing  the  already  very 
liwge  deposits  with  the  Presidency  banks  as  at  present 
constituted,  is  open  to  certain  objections  on  tlie 
ground  of  safety,  on  which  I  had  the  opportunity 
of  siiying  somethmg  during  my  earlier  examuiation. 
Another  reason,  though  less  impoi'iant,  is  that  so  far 
as  some  business  now  done  by  the  Government  is  of  a 
banking  character,  it  would  be  better  to  transfer  it  to 
a  State  bank.  We  are  all  so  used  to  the  existing 
an-angemeut  that  we  are  apt  to  overlook  its  defects 
and  its  singularity.  It  occurred  to  me  that  one  could 
best  see  how  singular  it  is  if  one  considered  the 
instance  of  two  foreign  nations,  one  of  which  does  a 
certam  amount  of  banking  business  wliich  is  done  by  a 
minister  and  liis  subordinates,  the  minister  being  the 
representative  of  a  Party,  and  liable  to  be  attacked 
by  the  representatives  of  the  opposite  Party;  while 
in  the  other  nation  the  same  kind  of  business  is  being 
done  by  a  bank  which,  though  under  some  kind  of 
control,  is  definitely  not  a  Government  institution.  I 
think  that  if  one  were  consideiing  two  foreign  nations, 
the  latter  method  would  commend  itself  more  to  the 
general  judgment.  I  think  there  is  some  danger  that 
those  who  are  in  favoui-,  as  I  am,  of  a  State  bank,  may 
exaggerate  the  importance  of  the  advantages  which 
it  presents.  I  am  very  anxious  not  to  give  it  more 
svipport  than  it  deserves.  The  addition  to  the  banking 
resotirces  that  it  would  involve — and  when  I  say  banking 
resources  I  mean  the  amount  that  would  be  placed 
at  the  disposal  of  ti^de — ^is  fah-ly  well  measm-ed  by 
what  could  be  taken  from  the  reserve  treasuries  while 
leaving  them  with  an  emergency  reserve  of,  say, 
1,000,000J.  or  some  such  sum.  One  of  the  papers  I 
handed  in  shows  that  veiy  often  in  a  busy  season,  when 
a  million  is  held  in  the  resei-ve  treasuries,  there  is  not 
much  left  to  place  at  the  disposal  of  trade,  so  that  the 
advantage  of  a  State  bank  would  not  be  always  on 
a  very  large  scale. 

11.524.  (Sir  Shapu/rji  Broacha.)  I  think  you  prepared 
a  scheme  for  a  State  bank  in  response  to  questions  put 
you  by  the  Commissioners  ? — I  handed  in  a  memo- 
randum, if  you  remember,  in  which  I  defined  the 
functions  of  a  State  bank*  ;  but  I  have  not  done  any- 
thing fm-ther  since  that. 

11.525.  Anyhow,  there  is  no  request  from  the 
Indian  Government  to  have  a  State  bank  P — No. 

11.526.  All  the  witnesses  from  the  Indian  Govern- 
ment have  said  that  they  do  not  think  it  is  practical 
politics,  and  they  were  rather  surprised  that  this  question 
was  pressed  on  the  Commission.  It  has  not  been 
brought  before  us  as  a  request  from  the  Secretary  of 
State  ?— No. 

11.527.  And  it  has  not  come  from  the  people  of 
India.  Why  should  we  have  a  State  bank  if  those 
most  concerned  in  it  do  not  require  it  ? — I  am  afraid 
that  occasionally  the  Government  takes  the  initiative 
in  proposing  changes  which  other  members  of  the 
Government  organisation  do  not  initiate,  and  which 
perhaps  the  people  of  India  have  not  felt  the  need 
of.  I  might  give  you  a  rather  striking  illustration, 
if  you  will  spare  me  a  minute,  of  the  way  in  which 
the  Secretary  of  State  is  sometimes  extremely  useful 
in  taking  the  initiative  in  matters  of  this  kind.  I  have 
recently  been  refreshing  my  memoiy  about  the  histoiy  of 
the  Bank  of  Bombay,  which  failed  in  1868.  It  interested 
me  to  see  that  the  fii-st  step  which  was  taken  to  examine 
into  the  affairs  of  the  bank,  and  to  check  the  bank  on 
its  headlong  course  to  destruction,  was  taken  by  the 
Secretary  of  State,  acting  on  his  own  initiative  and  in 
response  to  no  suggestion  made  either  by  the  Govern- 
ment of  India  or  by  the  Government  of  Bombay  or  by 
the  people  of  India.  I  merely  put  that  in  as  showing 
that,  because  a  suggestion  originates  in  this  Office,  it  is 
not  on  that  account  to  be  regarded  as  bad  or  uncalled 
for. 

11,528.  We  have  had  here  two  distinguished  finan- 
cial members  of  the  Indian  Coimcil,  and  whenever  we 
asked  them  questions  about  a  State  bank,  they  were 
against  it.     If  the  Secretary  of  State  wanted  to  take 
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any  initiative  in  the  matter,  lie  might  have  spoken  to  us 
about  it  ? — I  explained  at  the  beginning  of  my  memo- 
randum* that  the  Secretary  of  State  was  good  enough 
to  allow  me  to  put  before  the  Commission  such  views  as 
I  personally  had  formed  after  having  been  comiected 
with  Indian  finance  for  many  years.  I  think  it  would 
have  been  scarcely  proper,  in  his  position  as  a  final 
Court  of  Appeal,  to  take  any  active  steps  or  even  to 
indicate  a  strong  opinion  at  this  stage. 

11.529.  In  youi-  scheme  you  both  bless  it  and  ban 
it  equally  ? — If  there  is  one  virtue  that  we  officials  try 
to  practice  it  is  the  virtue  of  fairness  and  impartiality. 
I  thought  it  right  to  mention  the  drawbacks,  just  as 
now,  when  I  was  explaining  to  the  Chairman  that  on  the 
whole  I  am  in  favour  of  a  State  bank,  I  thought  it  right 
to  explain  its  limitations. 

11.530.  But  it  is  is  not  one  of  the  subjects  given  to 
us.y — We  gathered  that  the  Commission  was  interested 
in  the  matter,  and  we  thought  that  such  views  as  the 
India  Office  could  lay  before  the  Commission  ought  to 
be  laid  before  it.  If  the  Commission  had  decided  not 
to  take  the  matter  up,  of  coui-se,  the  India  Office 
would  have  had  no  say  in  the  matter. 

11.531.  If  they  take  it  up,  it  will  be  on  their  own 
initiative,  and  not  on  account  of  something  they  ai"e 
asked  to  do.  Would  it  not  be  thought  very  officious 
of  the  Commission  to  force  something  for  which 
neither  the  people,  the  Government  nor  the  Secretai-y 
of  State  have  asked  ?  We  might  make  many  other 
suggestions  which  ai'e  not  within  the  mandate  of  the 
Commission  ? — I  do  not  quite  agree  with  you,  for  this 
I'eason,  that  the  question  of  the  State  bank  is  ejusdem 
generis  with  the  other  questions  that  have  been 
definitely  referred  to  the  Commission  by  His  Majesty's 
Government.  It  is  so  closely  connected  that  I  think 
it  would  scai'cely  have  been  possible  for  the  Commis- 
sion to  avoid  considering  it  in  one  way  or  another,  in 
the  same  way  that  the  Fowler  Committee  of  1898 
did  also  consider,  it,  though  not  with  very  gi-eat 
minuteness. 

11.532.  But  those  who  were  very  great  enthusiasts 
at  the  time  of  the  Fowler  Committee  have  refused  to 
come  and  give  evidence,  because  so  many  of  the 
Indian  conditions  have  changed  now  ? — -I  can  quite 
understand  your  attaching  weight  to  that  oonsidei-a- 
tion,  but  1  attempted  to  form  an  opinion,  on  a  review 
of  om-  Indian  financial  system  as  it  now  stands, 
regarding  the  advantages  and  disadvantages  of  the 
State  bank :  and  since  I  understood  the  Commission 
was  uiterested  in  the  matter,  I  thought  it  natui-al  that 
those  who  have  studied  the  matter  should  lay  their 
views  before  you. 

11,583.  We  have  had  a  witness  in  the  person  of  the 
Finance  Minister  himself,  who  has  just  left  office  and 
returned  to  this  country,  which  was  to  the  effect  that  a 
State  bank  would  make  the  position  of  Finance 
Minister  almost  untenable — ^he  went  so  far  as  that,  and 
he  has  the  latest  experience  of  any  ? — He  is  the  latest 
Finance  Minister,  but  I  think  it  is  fair  to  say  that  he 
has  not  had  a  very  long  experience  of  Indian  finance. 
I  think  that  if  you  get  the  same  opinion  expressed  by 
men  like  Sir  David  Bai-bour,  who  was  many  years  in 
the  Finance  Department,  it  would  carry  a  great  deal 
of  weight,  but  I  do  not  think  that  four-  years'  experience 
is  quite  enough. 

11.534.  He  has  had  five  years  ? — It  is  lesB  than  five 
years.  Sir  Guy  Fleetwood- Wilson  went  out  in  the 
autumn  of  1908 ;  he  left  in  the  summer  of  1913,  and 
in  that  period  he  had  taken,  I  think,  six  months'  sick 
leave — unfortunately  he  had  to. 

11.535.  He  may  have  had  simply  five  years  in  India, 
but  he  had  many  years  befoi-e  that  in  which  he  was 
gaining  experience  of  financial  subjects,  and  was  en- 
gaged in  the  discussion  of  financial  mattei-s  ;  whereas 
the  experience  of  Sir  David  Bai-bour  would  be  ancient 
history,  just  at  present? — I  agi-ee  with  you  that  it 
would  be  so  on  many  points,  but  1  think  that  on  this 
question  of  organisation,  and  the  relations  of  the 
Financial  Department  of  the  Government  of  India  to 
a  State  bank,  the  old  experience  is  still  valvmble. 
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11.536.  You  know  the  request  was  made  about 
twelve  years  ago  ;  that  request  has  not  been  repeated, 
and  it  could  not,  therefore,  have  been  very  earnestly 
made  ? — I  certainly  do  not  wish  to  criticise  more  than 
I  have  done  the  older  schemes  for  a  central  bank  or  a 
State  bank ;  but  I  think  I  may  fairly  say  that  the  very 
slight  sketch  which  I  put  forward  in  my  memorandum, 
and  the  fuller  sketch  Mr.  Keynes  has  put  before  the 
Commission,*  ai-e  both  of  a  bank  of  a  much  more 
practical  kind  than  was  contemplated  in  1898.  I  do 
not  think  the  kind  of  central  bank  that  was  contem- 
plated by  Sir  E.  Hambro  or  Mr.  Alfred  Rothschild 
ever  had  much  of  a  chance  either  of  being  established 
oi-  of  succeeding  if  it  were  established, 

11.537.  {Sir  James  Beghie.)  I  was  very  much  in- 
terested in  your  scheme  of  a  State  bank.  There  is  one 
point  I  would  like  to  pvit  before  you,  that  is,  if  the 
bank  is  to  pay  interest  on  the  Government  deposits  in 
the  shape  of  a  share  of  the  dividends;  that  would  mean, 
would  it  not,  that  the  bank  would  be  compelled  to 
employ  the  whole  of  the  Government  money,  as  the 
bank  could  scarcely  pay  interest  on  the  money  without 
employing  it  ? — I  felt  when  I  wrote  that  portion  of  the 
memoiundum,  that  it  was  the  part  with  which  I  was  least 
satisfied.  I  wrote  it  under  some  pressure  of  time,  and 
I  think  I  indicated  that  that  particular  part  of  my 
scheme  was  put  foi-ward  very  tentatively.  I  have  not 
the  memorandum  before  me,  but  I  quite  agree  with 
you  that  it  might  be  disadvantageous  from  one  point 
of  view  for  a  bank  to  take  from  the  Government  all 
through  the  year  money  that  they  coidd  only  use 
during  part  of  the  year,  and  that  in  respect  of  the 
total  amount  or  the  avei-age  amount  of  the  money  so, 
held  it  should  pay  a  certain  fraction  of  its  total 
earnings.  I  have  always  considered,  as  one  does  with 
so  many  contracts,  that  when  one  knows  that  both 
parties  are  anxious  to  make  a  conti-act  of  some  kind 
or  other,  one  will  be  able  to  get  over  that  particular 
difficulty,  but  I  have  no  desire  to  minimise  it  now. 

11.538.  It  would  be  a  matter  for  discussion  if  the 
scheme  is  carried  f m-ther  P — Yes.  I  think  there  is 
much  weight  in  your  criticism. 

11.539.  {Mr.  Gillan.)  I  am  not  clear  about  what  you 
said  to  the  Chairman  about  the  use  to  which  the  gold 
should  be  put  that  we  hold  in  India ;  I  think  you  said 
that  it  oiight  to  be  shipped  home  by  Government  P — I 
thmk  that  that  is  by  far  the  safest  way  of  ensuring 
that  it  will  be  used  for  the  support  of  exchange ;  that 
is  to  say,  to  pay  the  foreign  debt  of  India  which  for 
the  time  Ijeing  is  the  caiise  of  a  fall  in  exchange. 

11.540.  It  involves  not  letting  out  any  gold  for 
internal  use ;  it  involves  stopping  it,  does  it  not  ?— -If 
it  is  oanied  to  the  last  extreme,  it  involves  stopping 
it.  I  think  when  one  is  balancing  against  one  another 
the  two  considerations  which  I  put  in  reply  to  the 
Chau-man,  one  should  have  a  certain  amount  of 
regard  to  the  magnitude  of  the  sterling  resources 
available  to  support  exchange.  If  one  had  so  vast  a 
sum  in  London  that  it  was  enoiigh  to  meet  all 
likely  demands,  then  one  could  safely  say  to  anyone 
who  wished  to  have  gold  for  internal  pui-poses  in  India : 
"We  will  not  interfere  with  you.  If,  on  the  other  hand, 
one  was  doubtful  as  to  the  sufficiency  of  the  other 
i-esoui-ces,  I  think  perhaps  one  ought  to  harden  one's 
heart  and  say.  For  the  time  being  you  must  refrain 
from  taking  gold  from  the  Government  for  home 
pm-poses.  But  I  should  be  veiy  unwilling  to  say  any- 
thing dogmatic  on  that  pomt,  because,  as  I  say,  it  is 
a  question  of  balancing  two  considerations,  both  worthy 
of  considerable  regard. 

11.541.  Suppose  you  feel  at  any  moment  that  your 
sterling  resovu-ces  in  London  are  sufficient,  then  at 
what  sort  of  point  would  you  stop  the  outflow  of  gold 
in  India  ? — I  think  the  answer  to  that  is  almost  of  a 
psychological  nature.  So  long  as  you  are  absolutely 
confident  that  you  have  had  enough  in  London,  then 
you  would  not  deprive  anyone  who  wished  for  gold  for 
internal  pui-poses  in  India  of  the  advantages  of  havmg 
it.  As  soon  as  yon  were  doubtful,  you  would  then 
mobilize  your  gold  resources  to  be  used  for  the  most 


pressing  purpose.  I  dare  say  that  sounds  a  little 
indefinite,  but  I  tliink  it  is  as  definite  as  the  circum- 
stances allow. 

11.542.  I  want  to  see  if  we  can  put  it  in  any  pi-acti- 
cable  form  for  the  Govei-nment  of  India.  Suppose  you 
have  a  crisis  ;  your  resources  in  London  may  be  all  right 
to  start  with ;  sometime  subsequently  perhaps  you  get 
a  fear  whether  they  are  going  to  remain  all  right.  In 
the  meantime,  if  you  have  done  nothing  in  India,  the 
probability  is  that  any  gold  you  had  there  has  run 
out .'' — I  think  that  one  would  be  guided  by  the  events 
of  each  day,  or  at  any  rate,  of  each  week.  Let  us 
assume,  for  instance,  that  at  the  beginning  of  what 
appeared  likely  to  be  a  not  very  severe  exchange  crisis, 
you  parted  with  a  million  sovereigns  in  a  week,  and 
only  a  trivial  proportion  of  that  was  exported, 
then  I  think,  having  lost  your  million,  you  would 
probably  say  :  We  must  now  stop  the  issue  of  gold  for 
internal  pui-poses.  1  do  not  think  that  you  coidd 
decide  what  you  are  going  to  do  more  than  a  week  or, 
two  ahead,  and  possibly  you  might  have  to  change 
your  decision  in  the  course  of  one  day. 

11.543.  You  would  not  be  in  favoui-  of  stopping 
the  outflow  of  gold  the  moment,  for  instance,  exchange 
began  to  droop  or  anything  of  that  kind  ? — Of  course, 
one  would  be  guided  by  circumstances.  Supposing 
that  the  resoui-ces  in  London  were  fairly  strong,  and 
the  gold  held  in  London  was  so  considerable  that  one 
need  not  be  afraid  of  losing  such  a  sum  as  a  million, 
then  I  agree  with  you  I  would  not  stop  it  at  once. 

11.544.  Supposing,  after  the  crisis  had  developed, 
one  of  the  exchange  banks  came  to  the  Comptroller- 
General  and  said  that  they  could  export  gold,  we  will 
say,  to  the  Far  East,  would  you  let  the  bank  have  it  ? 
— Yes,  I  would  regard  that  kind  of  exportation  as 
one  which  either  directly  or  indirectly  would  support 
exchange. 

11.545.  You  would  not  be  at  all  rigid  in  what  you 
are  suggesting  as  to  the  shipping  by  Government  of 
the  gold  to  London  ? — No ;  I  would  not  be  rigid.  Let 
me  explain  the  way  I  should  I'egard  it  by  the  analogy 
of  the  way  in  which  we  arrange  duiing  the  busy  season 
whether  to  buy  silver.  At  the  pi'esent  moment  there 
is  no  harm  in  my  mentioning  that,  having  bought 
44  millions  of  silver,  the  Secretai-y  of  State  is  unde- 
cided whether  to  buy  more,  and  we  are  constantly 
telegraphing  to  the  Government  of  India  on  the 
subject.  Oui-  last  word  to  them  was  "  We  wiU  watch 
"  events  for  a  few  weeks,  and  then  we  will  decide ;  but 
"  we  dp  not  want  to  take  the  risk  of  doing  something 
"  rather  important  which  may  turn  out  to  be  wrong 
'•  owing  to  the  uncertainty  of  future  events,  and  so  we 
'■  will  wait  until  the  time  comes  when  a  decision  is 
'•  necessary."  In  much  the  same  way,  I  would  deal 
with  the  question  of  stopping  or  not  stopping  the 
civing  out  of  gold  to  the  public  for  internal  purposes 
in  India.  I  think  I  am  light  in  understanding  that 
my  answer  is  on  much  the  same  lines  as  yom-  question ; 
I  mean  my  view  is  much  the  same  as  you  were 
putting.' 

11.546.  {Mr.  Keynes.)  In  1900  the  proposals  that 
were  brought  forward  were  for  what  one  could  justly 
call,  I  think,  a  centi-al  bank  as  distinguished  from  a 
State  bank*  ?— Yes. 

11.547.  Are  you  in  favour  of  a  State  bank  or  a 
central  bank  ? — A  State  Bank.  In  fact,  I  think  that 
the  geneiul  outcome  of  my  memorandum  was  that  if 
there  is  to  be  a  central  bank  at  all  it  must  be  a  State 
bank. 

11.548.  Do  you  attach  importance  to  this  State 
bank,  though  under  the  idtimate  control  of  Govern- 
ment, being  independent  of  Government  from  the 
point  of  view  of  day-to-day  transactions  ? — Yes.  I  en- 
tirely agi-ee  with  what  you  put  (and  if  I  may  say  so,  put 
very  admirably)  in  the  memorandunif  which  I  have  read. 
I  want  to  clear  up  a  possible  misunderstanding.  In 
your  memorandiim  you  have  proposed  that  the  central 
board  shordd  consist  of  a  Governor,  who  would  be 
appointed  by  the  King,  a  Deputy-Governor,  to  be 
appointed    l.iy   the   Viceroy,    and    the    Government's 
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representative ;  yoii  also  mention  in  the  Appendix  to 
the  memorandum  the  practice  of  certain  Continental 
State  Banks,  and  yon  leave  it  to  be  imderstQod  or 
MiisunderBtood  that  they  are  the  models  which  your 
scheme  follows..  I  believe  actually  that  you  do  not 
wish  an  Tnfiia.Ti  State  Bank  to  be  an  instrament  of 
Government  in  the  same  way  that  the  Continental 
State  Banks  are  the  instruments  of  then-  respective 
Governments,  and  that  this  appointibent  by  higher 
authority  of  the  Governor,  Deputy-Giavenior,  and 
Government  representative,  is  not  intended  to  subordi- 
nate them  to  the  Government,  but  to  make,  at  any  rate, 
the  Governor  and  the  Deputy-Governor  independent 
to  a  very  great  extent  both  of  the  shareholders  and  of 
the  Government.  It  is  on  that  understanding  that  I 
give  my  general  agreement  to  your  meniorandum,  and 
I  mention  it  merely  because  the  other  view  might 
easily  be  taken  by  ahyone  who  read  your  memoi'andum 
rather  hastily. 

11,549.  I  may  say  that  what  you  have  said  is  the 
right  interpretation  of  what  I  meant.  Is  there  any- 
thing of  a  general  character  that  you  care  to  say 
about  the  relation  of  the  executive  officers  of  the  bank 
to  the  shareholders  P — My  general  view  would  be  that 
the  shareholders  ihust  have  a  considerable  amount  of 
influence  on  the  behaviour  of  the  executive  officers  of 
the  Presideney  Banks  at  the  Presidency  head  offices  as 
distiiiguished  from  the  central  board ;  but  the  influence 
ought  not  to  be  of  such  a  nature  that  it  entirely  con- 
trols the  action  of  the  Presidency  head  offifees.  One 
wants  practically  the  real  government  to  be  to  some 
extent  by  Shareholders  and  to  some  extent  by  the 
Gtovemment  representatives. 

11,5^0.  If  the  supreme  power  of  the  Bank  is  in  the 
hands  of  a  central  board  which  is  distinct  from  the 
PteSideUey  head  offices,  is  it  possible,  do  ydu  think,  to 
obtain  that  degree  of  decentralisation  which  is  renlliired 
for  the  dispatch  of  business  in  different  parts  of  the 
country  ? — Tes.  That  is  one  of  the  problems  which  it 
was  the  object  of  your  memorandum  to  solve,  and  I 
think  fou  have  solved  it — I  ought  not,  perhaps,  to 
express  too  enthusiastic  an  agreement  with  you — 
extremely  well.  I  was  absolutely  satisfied  with  youi- 
solutiofa. 

11.551.  Wliat  is  your  feeling  as  to  the  position  of 
the  Secretary  of  State  in  the  event  of  the  establish- 
ment of  a  bank  of  this  kind,  particularly  in  his  rela- 
tions to  Parliament? — Thei:e  again  I  can  do  little 
more  than  express  my  agteement  with  what  you  have 
put.  You  have  explained  that  there  are  itiany  subjects 
on  which  the  Secretaiy  of  State  would  be  able  to' 
say  :  This  is  a  matter  for  the  Bank  and  not  for  me. 
Of  coulee  that  would  not  apply  to  the  biggfest  sub- 
jects, I  mean  large  questions  of  policy,  but  it  would 
apply  to  everyday  questions.  I  thilik  that  what  you 
say  about  that  is  obviously  correct ;  at  any  rate,  to  my 
miiid  it  is  absolutely  convincing. 

11.552.  Do  you  think  that  the  Secretary  of  State 
would  be  in  a  more  favourable  position  than  he  is  now 
in  the  event  of  criticism  of  financial  details,  or  not  ? — 
I  think  he  would  be  in  a  niore  favoiu-able  position. 
He  might  have  more  questions  put  to  him,  but  he  will 
have  better  answers  to  them. 

11.553.  I  suggested  that  if  there  was  an  establish- 
ment in  India  in  a  position  to  buy  sterling  bills  on 
London,  some  part  of  the  Secretary  of  State's  floating 
resources  in  London  might  be  held  in  the  form  of 
sterling  bills  having  an  early  maturity  ;  what  is  your 
general  opinion  with  regard  to  that  suggestion.'' — I 
have  no  objection  to  that,  provided  it  is  accompanied 
with  what  I  understood  you  to  contemplate,  a  limita- 
tion of  the  bills  to  those  which  bear  the  names  of 
firms  or  institutions  of  very  great  repute. 

11,564.  Bank  bills  ? — I  think  they  would  be  bills 
either  drawn,  or  accepted,  or  endorsed  by  the  exchange 
banks.  If  it  became  a  question  of  holding  Ijills,  the 
names  on  which  were  names  of  private  firms,  about 
whom  it  might  be  difficult  to  get  infonnation,  then  it 
would  be  undesirable  that  the  State  Bank  should  hold 
such  bills ;  but  you  do  not  contemplate  that. 

11,555.  If  that  were  done,  do  you  think  it  would 
do  anything   towards   meeting  the.  criticism  against 


holding  a  great  deal  of  Indian  money  in  London^  and 
using  it  fol-  the  general  support  of  the  London  Moiiey 
Market,  and  only  indii»ectly  for  the  support  of  Indian 
trade  P — I  think  it  Would  have  soriie  effeet.  I  Ao  not 
attach  quite  so  much  importance  to  it  as  you  do  in 
ydiir  memorandum,  for  two  reasons.  I  do  not  suppose 
that  the  exchange  banks  would  bring  all  their  bills, 
perhaps  not  even  the  greater  number  of  them,  to  the 
India  Office,  oi-  to  the  State  Bank  in  India,  to  be  re- 
discbunted ;  and  I  do  not  suppose  that  the  State  Bank 
would  wish,  on  its  side,  to  be  regai-ded  as  the  one 
regular  resource  for  the  1-e-diScounting  of  bills,  Which 
would  set  up  the  idea  that  it  undertook  a  greater 
obligation  towards  the  exchange  banks  than  it  really 
wished  to  do.  Perhaps  I  might  mention  this  considera- 
tion, which  no  doubt  you  have  not  overlooked — that  the 
chief  difference  between  the  present  method  of  the 
Seci-etai^  of  State  makmg  his  remittances,  and  the  new 
method  which  is  proposed  in  your  memorandum,  is 
that  at  present  the  Secretai-y  of  State  gets  the  money 
before  he  pays  out  rupeeS ;  he  gives  no  ci-edit,  but 
ci-edit  is  given  by  the  Bank  to  the  Government. 
Under  your  method,  the  State  Bank  would  be  giving 
credit,  and  would  be  making  payment  before  it 
received  the  equivalent.  Although  that  is  qUite 
leasOnable,  one  does  not  want  to  do  it  to  an  unlimited 
extent. 

11.556.  If  it  is  an  alternative  to  lending  money  at 
short  notice  in  London;  what  it  amounts  to  is  siibsti- 
ttitihg  the  holders  and  backers  of  the  bills  for  the 
brokers  who  now  get  the  money;  is  it  not  ? — The  firm 
that  now  bon-ows  moilejr  pledges  not  only  its  own 
general  resources,  but  specific  resom-ces  as  well.  That 
would  not  be  the  case  if  the  State  Bank  re-discounted 
the  bnis  for  the  existing  bank. 

11.557.  But  yoii  Would  not  maintain.  Would  you, 
that  there  was  any  appreciable  risk  in  taking  bank  bills 
of  that  sort  ? — If  0,  I  should  not  say  there  was  much 
risk ;  but  when  many  nuUions  were  involved,  you  do 
not  want  to  take  even  small  risks.  I  am  not  argiiing 
against  doing  what  you  propose ;  I  am  only  arguing 
that  it  might  not  be  advantageous  to  do  it  on  a  very 
huge  scale. 

Ilj558i  I  should  like  to  ask  your  opinion  with 
regard  to  some  of  the  main  Criticisms  against  a  State 
Bank  which  we  have  hearf.  The  one  which  I  thihk  we 
have  heard  most  frequently  from  witnesses  is  that 
India  is  too  large  and  various  in  local  customs  to  be 
wxDtked  by  a  Single  bank  P— I  am  not  much  impressed 
by  that.  I  ought  to  be,  perhaps,  because  I  know  many 
critics  with  a  veiy  great  knowledge  of  India,  like  Sir 
ShapUl-ji  Broacha,  attach  very  great  importance  to  it. 
But  if  one  considers  how  Widely  Spread  are  some  of 
the  great  banks,  for  instance)  the  Chai-tered  Bank  of 
India;  Australia,  and  China,  or  the  Hong  Kong  and 
Shanghai  Banking  Goi-poi-ation,  it  does  not  seem  to 
me  that  there  ought  to  be  any  insuperable  difficiilty  in 
having  one  bank  which  does  business  in  various  parts 
of  one  country.  The  same  criticism,  if  there  was  any 
force  in  it,  would  apply  to  the  Bank  of  Bengal,  which 
has  advanced  certainly  as  far  East  as  Burma,  and  as 
far  West,  I  believe,  as  the  United  Provinces,  but  I  do 
not  know  what  is  its  westernmost  extremity. 

11.559.  (Mr.  Gillan.)  They  go  into  the  Punjab  P— 
If  the  same  bank  can  operate  in  Rangoon  or 
Mandalay,  and  in  Lahore,  I  should  think  it  could  not 
be  impossible  f  oi-  the  same  bank  to  operate  in  Calcutta 
and  Bombay. 

11.560.  (Mt.  Ki'ijnm.)  The  criticism,  pel-haps,  of 
next  importance,  or  at  any  rate.  Which  we  hate  heard 
most  frequently,  is,  I  think,  that  the  local  jealousies 
6t  Caleiitta  and  BoUibaJr  are  too  strong  for  them  to 
agree  to  work  togethfer  in  a  common  institution  of  this 
kind  P — I  have  seeli  in  the  papers  many  indicatibns  tiiat 
the  Bank  of  Bengal,  the  Bank  of  Bombay,  and  the  Bank 
of  Madi'aS  are  aU  prepared  to  look  favourably  on  this 
scheme.  I  think  that  is  really  the  best  ansWer  I  cau 
give.  It  would  be  Useless  fbr  me  to  try  to  estimate 
the  local  jSalbusies.  I  haVe  neter  been  in  India,  as 
you  know ;  perhaps,  whBn  I  Come  biok  from  India  a 
few  months  hence,  I  shall  have  an  opinion  on  the 
subject. 
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11,561.  During  tlie  negot-iatip^s  i^;  1800-1  a  gaotl 
dei^l  of  e«iphasis  -^0,5  laid  on  tt©  position  of  the 
exchange  banl^s  in  the  OTOn^  of  the  ^stabliahwent  of 
a  State  Bank ;  flo  yoti  think  there  is  aw^hing  which 
interferes  in  an  unreasonahle  y^^j  witji  the  interests 
which  those  hankg  have  estaMiahed  in  the  sort  of 
pvpposals  we  are  conteinpla-ting  ? — ^Notliing  at  all.  I 
hjijVe  read  the  eYidenoe  given  hy  Mr.  Toomey  and 
Mr.  ITffvser.  They  veere  evidently  ccmtewplating  a 
State  Bank  which  would  take  Qxc|\ang6  Imsia^sa  out 
of  tl\eii'  liande*  Ttiey  very  mnol^  ^isjilf^d  the  idea, 
an4  i  tliiuk  any  of  us  being  in  their  position  wonld 

have  diaUked  it.  But  1  should  iuiayine  that  ■v^hen 
they  read  the  memoranda  whipli  you  and  I  have  drawn 
up  about  the  State  Pank,  which  provide  most  tenderly 
for  the  interests  of  exchange  banks  in  respect  qf 
exchange  business,  they  will  probatily  fe.el  th^at  their 
only  obiection  had  disappeared.  Perhaps  I  am  ratbeT 
confident,  bnt  it  seems  to  me  that  W^  only  subgtantial 
objecliiQn  that  they  put  forward  is  abaohrtely  niet  by 
those  nieniOTanda. 

H,562.  I  thinli  you  have  already,  in  answer  to 
Sir  Shapurji,  dealt  with  the  argwinent  that  there  is  no 
popular  clamoua-  for  the  bank,  and  also  in  an  earlier 
answer  to  me  in  regard  to  the  ppaition  of  the  Seoretai'y 
of  State.  There  is  one  other  argument,  the  historical 
argnment,  -wrhioh  is  held  to  pyove  the  experiment  of 
senti-State  Banks  was  not  fortunate ;  is  there  anything 
that  you  care  to  say  in  regard  to  that  ? — The  common 
argument  is  that  the  failure  of  the  Qld  Bank  of 
Bombay  shows  that  the  less  the  Goyernment  have 
to  do  with  a  bank  the  better  it  is.  I  have  been 
through  the  Report  of  the  Oomnrisaipu  of  Enquiry  into 

.  the  failui-e  of  the  Old  Bank  of  Bomhay  and  also  some 
other  documents  and  books  connected  with  the  matter. 
It  is  as  ciear  as  daylight  to  my  inind  that  the  one 
lesson  which  is  to  be  deduced,  from  all  that  history  is 
t]),at  it  is  niost  desirable  that  in  such  a  matter  as 
^nking,  especially  in  a  country  like  India,  the  Goveyn- 

'  ment  should  exercise  a  cej.'taiii  aniount  of  effective 
control  over  it.  I  noted  in  reading  tln'ough  the  Report 
what  were  the  chief  causes  of  the  faiivn'e  of  the  Old 
Ba;ik  of  Bombay.  One  set  of  causes  was  a  number 
of  defects  in  the  Acts  and  Byelaws  which  governed 
the  Bank.  Tiiey,  as  a  mattei-  of  f EVot,  Ijave  since  heen 
removed,  and  one  nee^  not  4weU  on  them,  except  to 
say  t^^t  at  the  time  of  the  failrire,  and  shortly  before 
the  faiku-e,  too  much  discretion  was  given  to  the 
Bank  m^  its  officers  in  granting  advanoe§.  IS[ow  the 
constitution  has  been  improved,  and  theye  is  a  reason^ 
able  amount  of  discretion,  but  nqt  an  excessive 
amount.  Apart  from  those  eonstitntional  defects, 
the  causes  of  the  failure  of  the  Bank  were  personal 
causes.  In  the  60's,  ovring  to  the  American  Qivil/War, 
tjiere  was  first  of  all  a  great  accession  of  prosperity  to 
Bombay,  owing  to  the  demand  for  Indi?a  cotton, 
and  then  when  the  war  vaa  coming  to  an  end  the 
prosperity  of  Bombay  received  a  veiy  sharp  check. 
it  was  within  that  period  of  sudden  prosperity  and 
sudden  cessation  of  prosperity  that  the  failure  occurred. 
In  those  very  difBcult  times  the  bank  was  managed 
by  a  number  of  people  whose  qualities  are  vei-y 
fully  described  in  the  Report  of  this  Commission, 
pubUshed  in  1869.  It  was  a  very  strong  and  good 
Commission.  They  mentioned,  if  I  may  qnote  a  few 
pages  I  copied  out,  that  the  secretf^ry  of  the  hank  -sras 
a  person  of  imbecility  and  weak  moral  character.  He 
accepted  allotments  and  shares  from  promoters  of 
almost  all  companies  started  in  Bombay,  and  embar^d 
on  large  share  speculations  on  his  own  account.  He 
concealed  from  his  dii-ectors  the  fact  that  he  was 
lending  money  on  personal  seom-ity,  and  his  conceal- 
ment is  quoted  by  the  Commission  as  showing  that  he 
was  dishonest,  and  deceived  those  by  whom  he  was 
trusted.  They  mention  one  of  the  Government 
directors  who  attended  the  bank  only  on  board  days, 
and  presided  at  meetings  of  the  directors,  and  Wpked 
in  once  or  twice  a  week,  but  ^ho  otherwise  would  be 
absent  at  very  critical  periods.  He  was  absent  entirely 
during  three  months  in  the  critical  year  1864.  It  is 
mentioned  that  he  said  he  was  ill  dnring  this  penod. 


but  was  not  too  Ul  to  attend  at  his  office  or  at  the 
bank  when  he  chose  to  do  so ;  notwithstanding  failing 
laealth,  lie  was  busy  at  this  time  procuring  allotments 
in  the  best  companies  that  ^ere  bi-ought  out — as  you 
kno\v,  it  was  a  time  of  the  flotation  of  very  many 
speculative  companies — and  selling  such  allotments 
at  the  proper  time  to  secui-e  good  profits.  He  made 
witlain  a  cevtain  period  by  successfnl  speculation  of 
this  kind  37,000?.  They  end  up  their  remarks  abont 
him  by  saying  that  his  whole  administration,  after 
the  passing  of  the  Act  of  1863  which  altered  the  con- 
stitution of  the  bank,  was  remax-kable  for  nothing  but 
idleness  and  incompetence.  The  third  person  who  is 
mentioned  is  one  whose  name,  I  thint,  can  scarcely  be 
omitted,  because  it  was  so  famovis  in  his  day,  a  certain 
Premchund  Roychund.  I  believe  he  was  a  man  in 
private  life  of  very  high  character.  But  he  was  a  great, 
and  for  a  time,  successful  speculator,  and  had  a  most 
persuasive  personality.  For  some  years,  the  Commis- 
sion say,  the  bank  practically  was  his  ;  he  said  what 
was  to  be  done,  and  it  always  was  done  by  the  officials 
of  the  bank.  They  say  of  him  that  he  acted  without 
any  sense  of  responsibility  or  duty,  without  honour  or 
principles  himself,  that  he  corrupted  the  secretaries, 
never  disclosed  to  his  brother  du'ectors  the  business 
the  bank  was  doing,  and  used  its  money  for  his  own 
purposes  and  for  the  min  of  the  interests  of  the  banlc. 
Besides  using  the  bank's  money  for  his  own  purposes 
he  also  procured  large  amounts,  so  I  gather  from 
another  authority,*  for  his  partners  in  speculation,  and 
the  balance  due  from  him  when  the  bank  broke  up  was 
about  a  quarter  of  a  million.  I  mention  those  facts 
because  I  think  they  show  that  the  dangers  and 
troubles  wMch  led  to  the  failure  of  the  Bank  of 
Bombay  are  partly  such  as  are  not  likely  to  recui- ;  I 
mean  that  it  is  scarcely  thinkable  that  at  the  present 
time,  there  should  be  such  a  collection  of  incompetent, 
dishonest,  and  wildly  speculative  people  in  charge  of 
the  bank.  But,  although  troubles  of  this  kind  are  not 
likely  to  reciu-,  it  is  clear,  I  think,  that  if  there  is  any 
slight  tendency  in  the  same  direction  at  any  time  in  a 
speculative  period,  it  is  an  advantage  that  the  Govern- 
ment through  officials  who  are  notoriously  of  a  very 
non-speculative  disposition,  should  have  some  slight 
power  of  control.  T  was  going  to  mention  in  this 
connection,  but  I  have  already  mentioned  it  in  answer 
to  Sir  Shapui'ji,  that  such  usicful  work  as  was  done  in 
stopping  the  bank  before  its  troubles  became  even  more 
serious  than  they  .actually  became,  was  done  bjr  the 
Government,  and,  as  I  mentioned,  to  some  extent  by 
the  Secretary  of  State.  In  summarising  these  facts  I 
do  not  know  that  I  have  brought  out  the  conclusion 
which  I  deduce  from  them,  but  it  is  that  so  far  from 
supporiing  the  view  that  the  Government  ought  to 
have  nothing  to  do  with  banking,  this  history  supports 
exactly  the  opposite  view-^that  Government  control, 
if  wisely  exercised,  is  very  salutary  in  regard  to  the 
management  of  a  gi'eat  bank. 

11.563.  {Lord  Faher.)  Do  you  think  that  any  i-ules 
you  could  lay  down  over  a  series  of  years  would  prevent 
the  existence  of  rogues  ? — No.  One  of  my  reasons  for 
wanting  Government  directors  is  that,  if  you  do  not 

'  have  them,  you  have  to  rely  merely  on  rules,  and  I 
entirely  agree  with  you  that  you  want  something  more 
than  rules — -you  want  personal  contact,  knowledge, 
and  supervision  ;  and  I  think  it  is  only  by  some  Govern- 
ment participation  in  the  management  of  a  bank  that 
you  can  have  that. 

11.564.  (Chairman.)  In  this  particular  case  you  did 
have  a  Government  director,  but  the  choice  was  un- 
happily so  unfortunate  that  he  involved  the  responsi- 
bility of  the  Government  without  protecting  it  ? — He, 
to  some  extent  involved  the  responsibility  of  the 
Government.  In  the  end  the  Government  had  to  put 
money  at  the  disposal  of  the  bank  in  order  to  meet 
pressing  creditors,  and  I  think  that  would  have  been 
equally  the  case  if  there  had  been  no  Government 
director.  I  should  like  to  mention  that  so  far  as  I 
Ijjjow — I  ought  to  have  made  certain  of  this,   but  I 
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have  not  had  time — I  believe  the  Government  director 
was  not  an  oflScial. 

11.565.  {Mr.  Keynes.)  I  was  ou  the  point  of  asking 
that :  you  rather  implied  by  saying  that  he  was  able 
to  attend  at  his  office,  that  he  was  a  private  merchant  ^ 
— He  was  a  private  merchant.  I  really  to  some  extent 
pin  my  hopes  of  the  good  management  of  the  State 
bank  on  the  Government  director  being  an  official 
with  the  good  qualities  and  the  limitations  that  go 
with  the  official  training. 

11.566.  I  have  not  any  further  questions  to  ask  on 
the  State  bank,  but  thei-e  is  one  other  that  I  should 
like  to  raise.  In  the  evidence  which  you  gave  us  some 
months  ago,  I  think  you  laid  a  good  deal  of  stress 
upon  the  possibility  of  the  reserves  being  allowed  to 
increase  to  a  wasteful  level,  by  which  you  meant  the 
resei-ves  getting  bigger  than  ordinary  prudence  required. 
That  view  was  strongly  siipported  last  week  by  Lord 
Inchcape,  but  I  should  say  that  the  majority  of  the 
other  witnesses  we  have  heai-d  rather  laid  the  emphasis 
the  other  way  and  took  the  line  that  there  was  much 
more  danger  of  the  i-eserves  being  too  small  than  of 
their  being  too  large.  In  taking  that  view  do  you  hold 
that  it  is  the  total  sterling  resei-ves  in  aU  foi-ms  which 
might  be  wastefully  large,  or  that  the  Gold  Standard 
Reserve  taken  by  itself  might  be  wastefully  lai-ge  ? — 
I  do  not  think  that  I  would  draw  a  very  shai-p  distinc- 
tion between  the  two  views.  If  I  may  put  my  view 
it  is  that  when  we  have  provided  in  whatever  way  a 
sufficient  amount  for  the  maintenance  of  exchange,  then 
other  i-esoiirces  that  might  be  held  in  resei-ve  for  the 
maintenance  of  excliange  should  not  be  so  held.  But  I 
think  that  thei'e  is  great  convenience  in  having  a  some- 
what definite  idea  of  what  pai-ticular  resen'es  are  to  be 
used  for  the  maintenance  of  exchange.  If  I  follow 
your  question  you  were  contemplating  the  possibility, 
although  I  quite  agree  that  you  did  not  put  it  as  youi- 
view,  that  one  might  at  each  time  consider  what  ai-e 
the  total  resources,  including  the  cash  balances  held  by 
the  Secretaiy  of  State,  available  for  the  maintenance 
of  exchange,  and  then  decide  about  the  management 
of  the  Gold  Standard  fieserve  on  the  basis  of  such  a 
review.  That  does  not  much  commend  itself  to  my 
mind,  because  one  has  to  distinguish  between  the 
reserves  which  aa-e  permanently  held  for  a  particular 
purpose,  and  those  which,  thoi^h  large  in  one  year, 
may  be  very  small  in  another  year. 

11,567.  I  was  arguing  luther  on  these  lines :  I  quite 
agree  that  there  is  a  risk  of  the  total  reser-ves  being  too 
big,  and  that  would  be  a  most  imfortunate  thing  for 
so  poor  a  country  as  India ;  but  there  are  two  possible 
ways  in  which  excessive  reserves  might  be  avoided : 
Assuming  that  the  reserves  outside  the  Gold  Standard 
Reserve  were  to  remain  at  about  their  present  level, 
you  might  on  that  hypothesis  fix  the  total  for  the  Gold 
Standard  Resei-ve ;  or,  on  the  other  hand,  you  might 
fix  no  total  for  the  Gold  Standard  Reserve,  and  leave 
it  to  the  administiutox's  of  the  country  to  diminish 
the  amount  of  sterling  resoui'ces  held  in  other  ways  as 
the  amount  of  the  Gold  Standai'd  Resei-ve  gi-adually 
increased  ? — I  think  as  a  wox'king  i-ule — a  rule  which 
it  would  be  easy  to  work  from  the  Government  point 
of  view,  and  easy  for  the  public  to  understand — it  is 
better  to  adopt  a  certain  assumption  as  to  the  other 
resources  including  the  gold  in  the  Paper  Cun-ency 
Reserve  and  the  cash  balances,  and  to  say  on  that 
assumption  that  the  Gold  Standard  Resei"ve  ought  to 
be  of  such  and  such  amount,  and  then  that  policy  having 
been  set  forth,  when  certain  profits  of  coinage  accrue 
and  they  are  in  excess  of  what  is  required  for  the  Gold 
Standard  Resex-ve,  one  could  use  them  for  other 
purposes,  and  say  to  the  public  that  all  this  is  in 
accordance  with  the  policy  which  has  been  clearly  set 
fox-th,  and  which  is  genex-ally  accepted  and  undex'stood. 

11,568.  But  yoxi  would  agx-ee,  would  you  not,  that 
the  amoxxnt  of  the  i-esex-ves  outside  the  Gold  Standax-d 
Reserve  is  vei-y  fluctuating,  and  depends  not  upon  any 
formal  rule  or  statute  but  upon  the  actual  policy 
pursued  in  a  gx-eat  many  difEei-ent  pax"ticulax's  at  a 
given  moment 't — That  is  so  to  some  extent ;  partly,  I 
think,  because  there  has  been  so  much  difference  of 
opinion  at  diffex-ent  times  between  different  authorities 


as  to  the  i-ight  method  of  handling  such  i-eserves  as  the 
gold  in  the  Paper  Currency  Reserve.  Supposing  that 
this  Commission  adopted  the  view  that  it  is  advisable 
to  have  in  England  so  many  millions  of  gold,  5  or  10 
or  whatever  it  might  be,  in  the  Paper  Currency 
Reserve,  I  think  there  would  be  no  difficulty  in  keeping 
up  to  that :  it  might  fall  a  little  below  at  one  time  and 
might  x'ise  a  little  above  at  another  time,  but  one  could 
faniy  confidently  work  to  any  standard  which  the 
Commission  recommended. 

11.569.  If  you  were  dx-afting  a  x-ecommendation  of 
this  kind,  how  would  you  put  it.*  Would  you  say, 
assuming  there  are  20  millions  in  gold  in  the  Paper 
GuxTency  Resei^e,  then  the  Gold  Standax'd  Reseire 
should  not  exceed  io  millions  — I  am  taking  the  figures 
hypotheticaUy  ?  Would  you  fx'ame  your  recommenda- 
tion in  that  sort  of  way,  or  how  'i — I  should  be  much 
more  explicit  and  peremptory  than  that.  I  would  say 
the  wise  course  is  to  hold  in  the  Paper  Cuxrency 
Reserve  in  England  so  and  so  many  millions — it  is  no 
good  giving  a  figux-e  now — and  it  is  wise  also  to  hold  a 
Gold  Standard  Resex-ve  to  which  the  profits  of  coinage 
up  to  a  certain  araount,  25  millions  was  the  figure  I 
mentioned,  should  be  x-egxxlarly  added,  together  with 
the  interest  on  the  secxxxities  aixd  to  which,  after  the 
total  of  25  millions  had  been  x-eached,  ordy  half  the 
px'ofits  of  coixiage  would  be  added.  I  should  assume  as 
one  faixly  could  assume,  that  the  flx-st  pax-t  of  that 
double  i-ecommendation  would  be  caxTied  out. 

11.570.  Would  you  leave  out  of  account  the  gold 
which  is  held  in  India  'i — I  was  assuming  for  the 
moment,  to  iUusti-ate  x'ather  the  fonn  than  the  sub- 
stance of  the  i-eoommendation,  that  that  was  being  left 
out  of  account,  but  I  see  no  x-eason  why  it  should  be  ■ 
eixtix'ely  left  out  of  account.  As  I  say,  my  main  x-eason 
for  not  mentioning  it  was  what  I  explained,  and  in 
addition  to  that  the  amount  is  peculiarly  fluctuating. 
We  can  i-egixlate  the  amount  of  gold  held  in  the  Paper 
Ouxrency  Resei^e  hex-e  much  more  closely  than  we  can 
x-egulate  what  is  held  in  India. 

11.571.  If  you  more  or  less  neglect  the  gold  in 
India,  and  only  take  foi-mal  account  of  the  Gold 
Standard  Resex-ve  and  the  gold  in  London,  you  would 
say  that  the  limitation  of  the  gold  in  London,  plus  the 
Gold  Standai'd  Reserve,  is  a  pi-actical  issue  F  Ai-e  we 
within  measux-able  distance  of  such  a  limit  as  you  would 
fix  ? — Yes,  I  should  say  so.  According  to  my  view,  if 
we  had  30  millions  in  the  Paper  Currency  Reserve  in 
London  and  the  Gold  Standard  Resex-ve  combined, 
we  should  have  enough  to  pi-ovide  for  all  needs  for 
which  it  is  wise  to  provide.  As  you  say,  I  attach  great 
impox-tance  to  it — 1  hope  I  do  not  weary  the  Commis- 
sion too  much  by  expressing  my  views  on  that  matter 
— ^but  I  thiixk  that  the  India  Office  is  in  a  peculiarly 
favoui-able  position  for  regarding  Indian  finance  as  a 
whole.  The  cmTency  position  is  a  vexy  impox-tant 
matter,  but,  of  coxxrse,  it  is  not  the  whole  of  Indian 
fixxaixce.  and  I  feel  very  much  fi-om  my  expex-ience  that 
there  i^  a  daixger,  unless  the  general  principle  that 
Mr.  Keynes  has  mentioned  is  duly  regarded,  that  India 
will  be  making  great  sacrifices  unnecessai-ily  to  appease 
the  quite  um-easonable  fears  about  the  sufficiency  of  the 
suppoi-ts  for  exchange;  and  India,  above aU  countries, 
is  a  country  which  cannot  afford  to  make  such 
sacrifices.  If  one  offex-s  up  several  millions  to  a  sox-t 
of  idol  or  fetish,  it  is  a  matter  of  very  great  regret. 

11.572.  Tou  would  attach  very  gi-eat  impox-tance, 
then,  to  some  limitation— I  need  not  settle  on  the- 
precise  figure — of  the  sterling  resoxu-ces  held  in 
London  ? — Tes.  I  should  attach  great  importajice 
either  to  a  limit  being  suggested  by  the  Commission, 
or  else — which  would  be  almost  as  good  for  my 
pui'poses — ^to  the  Commission  very  definitely  and 
strongly  recogxxisxng  the  fact  that  at  some  time  or 
other,  even  if  not  now,  a  limitation  is  i-equired  in  order 
to  avoid  waste,  which  India  cannot  afford. 

11.573.  {Sir  SJiapurji  Broaclia.)  You  lay  gx-eat 
stx-ess,  in  your  memox-andum  in  favoux-  of  a  State  bank,* 
on  thex-e  being  directoi-s  appointed  by  Govex-nment. 
You  have  given  an  account  of  the  failure  of  the  Bank 
of  Bombay.     The  regulations,  which  were  changed  in 
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1863,  wei-e  not  very  strict  then,  and  the  bank  departed 
from  the  rule  in  lending  on  seciu-ities  of  a  very 
speculative  kind;  but  there  were  two  Government 
directors  on  the  board,  and  they  made  no  re- 
monsti-ance  ? — That  is  so. 

11.574.  I  suppose  human  nature  has  not  been 
changed  much  since  then  ? — I  do  not  know  whether 
you  noticed  that,  m  reply  either  to  the  Chairman  or 
to  Mr.  Keynes,  I  mentioned  that  the  Government 
directors  were,  I  believe,  not  officials. 

11.575.  I  believe  that  the  failm-e  of  tlio  Bank  of 
Bombay  was  inevitable,  as  some  peoisle  even  had 
predicted,  when  the  regulations  wer-e  relaxed,  and  the 
Government  allowed  the  Bank  of  Bombay  to  lend  on 
speculative  shares  ? — May  I  interrupt  you  to  say  that, 
if  my  recollection  is  correct,  it  was  the  Bank  of 
Bombay  which  wished  the  clause  to  be  inserted 
allowing  loans  on  speculative  shares.  The  Government 
ought  to  have  refused  to  agree.  I  think  we  should  all 
be  at  one  on  that. 

11.576.  Many  attributed  the  failure  of  the  Bank  of 
Bombay  to  lending  on  these  speculative  securities,  but 
that  was  done  by  Govei-nment  sanction,  and  the  blame 
was  divided  between  the  Government's  directors  and 
the  Government.  Tvn-ning  now  to  another  bank,  the 
Bank  of  Bengal  vras  not  permitted  by  a  statute 
to  lend  to  any  person  more  than  a  lakh  of  laipees. 
There  were  two  Govei-nment  directors  on  that  bank. 
I  will  i-ead  you  what  is  said  about  this : — "  Mean- 
'■  while  the  Bank  and  Calcutta  generally  had  been 
'•  passing  through  difficult  times.  Between  1829  and 
■'  1832  there  were  several  severe  commercial  panics 
'■  consequent  on  the  failure  of  some  of  the  largest  of 
"  the  Calcutta  houses.  The  bank  itself  appears  to 
"  have  been  in  no  great  danger,  but  stepped  in  to 
"  protect  one  of  the  most  important  firms  which  still 
'•  remained,  and  in  so  doing  deliberately  infringed  its 
"  Charter.  To  this  firm  the  Board  dh-ectly  or  in- 
"  directly  advanced  more  than  23  lakhs,  the  extreme 
"  permitted  by  the  Charter  being  one  lakh.  After  the 
"  advances  had  been  made  they  accepted  some  indigo 
"  concerns  as  coUatei-al  secui-ity,  thpugh  the  Charter 
"  prohibited  the  lending  of  money  on  the  security  of 
"  immovable  pi-operty.  Finally,  when  the  firm  failed 
"  in  December  1832,  the  Directors  worked  the  indigo 
"  factories  themselves,  being  unable  at  the  time  to 
"  sell  them  to  advantage.  This  again  was  contitiry  to 
•'  the  provisions  of  the  Chai-ter,  which  expressly  pro- 
"  hibited  the  Bank  from  engaging  in  trade.  The 
"  Government  Directors  had  concurred  thi-oughout  in 
■'  the  action  taken,  without  apparently  even  mentioniag 


"  the  matter  to  the  Government,  and  when,  after  all 
•■  was  over,  an  explanation  was  called  for,  they  joined 
'■  with  the  mercantile  Directoi-s  in  defending  their 
•'  course  of  action  as  the  only  poHcy  they  could 
"  properly  have  piu-sued.  'The  occasion  was  one,' 
'■  they  said, '  which  called  for  extraordinary  and  prompt 
■■  '  aid,  and  though  they  wei-e  a'vare  of  the  literal 
■'  •  objection  in  the  Charter  Deed  to  an  advance  in 
"  '  excess  of  one  lakh  of  mpees  to  any  one  party  on 
■'  '  simple  personal  security,  they  did  not  decree  the 
•■  '  spirit  of  the  Charter  to  be  opposed  to  a  contingency 
•'  '  which  it  could  never  have  contemplated.'  Else- 
"  where  it  is  stated  that  the  rule  limiting  advances  to 
"  one  lakh  had  been '  avowedly  and  openly  contravened  ' 
'•  from  the  fii-st."  How  can  you  pass  any  statiite  or 
any  chai-ter  for  a  concern  of  such  a  vast  magnitude  ? — 
There  is  a  substantial  pouit  here  on  which  I  should 
like  to  say  one  word.  I  quite  agree  that  you  cannot 
rely  upon  a  charter  or  statute  or  byelaws  to  secure  the 
proper  regulation  of  a  bank.  Tou  might  say,  pointing 
to  what  happened  in  1832  and  1868  in  Bengal  and 
Bombay  respectively,  that  you  caunot  rely  on  officials 
because  if  you  ask  them  to  look  after  a  bank  they  will 
not  do  it  properly.  My  whole  reason  for  thinking  that 
Government  supervision  or  participation  in  the 
management  is  desii-able  now,  is — I  hope  it  does  not 
seem  too  self-satisfied  to  say  so — that  official  work  is 
done  incomparably  better  now  than  it  used  to  be  done. 
If  you  will  allow  me  I  will  mention  one  fact  which  will 
interest  Lord  Kilbracken,  as  he  was  in  the  India  Office. 
When  this  Act  of  1863,  which  allowed  loans  on 
seciu'ities  of  all  kinds,  came  to  the  India  Office  to  be 
examined,  1  gather  from  the  Repoi-t  of  the  Commission 
of  Enquu-y  that  there  was  only  one  India  Office  official 
who  wrote  anything  on  it.*  He  was  the  Assistant- 
Secretary  of  the  Judicial  and  Public  Department  of 
the  India  Office,  who  had  it  through  his  hands  because 
it  was  a  legislative  question  in  foi'm,  though  it  was 
financial  in  substance.  He  wi-ote  two  words  in  pencil 
on  the  margin  of  the  di"aft  Bill,  and  that  seems  to 
have  been  the  only  thing  that  was  done  by  any 
permanent  official  of  the  India  Office.  I  think  the 
Secretary  of  State  himself  v?rote  a  few  woi'ds,  but 
below  the  Secretary  of  State  those  were  the  only 
two  written  by  anyone.  This  official  was  appai-ently 
the  only  one  who  did  anything  with  it.  I  think  Lord 
Kilbracken  will  tell  you  that  things  ai-e  not  done  in 
that  way  now. 


*  See    Parliamentary    Pai)ev    of    1S69,    "  Bombay 
Commission,  Report  of  the  Commissioners,''  p.  5. 
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The  witness  withdrew. 
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At  the  India  Office,  Whitehall,  S.W. 


Friday,  14th  November  1913. 


Present  : 
The  Right  Hon.  AUSTEN  CHAMBERLAISr,  M.P.  {ClMu-man). 

Mr.   ROBEKT   WOODBUEN    GllLAN, 

Ml-.  Henet  Neville  Gladstone. 
Mr.  John  Matnard  Kjjtnes. 

Mr.  Basil  P.  BlACKETT  {Secretary). 


Lord  Fabee. 

LOED    KiLBEACKEN,    G.C.B. 

Sir  Eenest  Cable. 

Sir  Shapueji  Btjrjobji  Beoacha 

Sir  James  Begbie. 


C.S.L 


Mr.  Lionel  Abeahams,  C.B.,  recalled  and  fm-ther  examined 
11,577.   {Chainncm.)  We    want    this    morning    to 


examine  you  on  the  financial  organisation  of  the  India 
Office,  which  is  one  of   the  subjects  referred  to  us. 
0     2O000 


I  suppose  that  ia  the  last  resort  the  Secretary  of  State 
in  Council  is  supreme  in  all  matters  of  Indian  Finance  ? 
—Yes. 
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11.578.  Under  him  wiU  you  tell  me  wliat  has  been 
the  recent  organisation  of  the  Office  in  that  respect  ? — 
Shall  I  begin  from  the  top  and  go  downwards  P 

11.579.  Whichever  way  yon  prefer? — I  think  on  the 
whole  the  more  convenient  way  is  to  begin  from  below. 
There  is  a  Financial  Department  which  consists  of  the 
Financial  Secretai-y  and  certain  subordinates  whom  I 
need  not  pai-ticularise.  He  is  responsible  in  the  first 
instance  at  least  for  putting  forward  financial  questions 
which  have  to  be  considered.  Then  above  him  there 
was  un'.il  two  years  ago,  between  him  and  the  Secretary 
of  State  in  Council,  piactically  no  one  except  the 
Permanent  Under-Secretary  of  State,  because  the 
Assistant  Under-Secretaay  of  State  took  very  little 
part  in  financial  work.  Anything  that  was  put  forward 
by  the  Financial  Secretary  would  be  considered  by  the 
Permanent  Under-Secretary,  and  then  would  go,  if  it 
was  of  importance,  to  the  Secretary  of  State  himself. 

11.580.  {Lord  Kilhracken.)  If  I  may  internipt  for 
a  moment,  I  think  a  great  many  papers,  especially 
important  ones,  were  also  seen  by  the  Parliamentary 
Under- Secretaiy  on  their  way  to  the  Secretary  of 
State  .'' — Yes.  When  I  was  Financial  Secretary  it  was 
not  within  my  knowledge  what  happened  between  the 
time  when  the  papers  went  from  the  Permanent  Under- 
Secretary  to  the  time  when  they  reached  the  Secretary 
of  State,  but  I  have  no  doubt  it  is  the  case,  as  you  say, 
that  they  were  seen  by  the  Parliamentary  Under- 
score taiy. 

11.581.  It  was  a  matter  of  arrangement  between  the 
two  Under- Seci-etaries  that  the  Parliamentary  Under- 
Secretary  always  saw  certain  papers  which  he  wished 
to  see  on  their  way  to  the  Secretary  of  State,  and  any 
important  paper  would  certainly  be  among  them.  I  will 
put  it  in  the  form  of  a  question :  Have  yon  any  reason 
to  doubt  it  .P — No,  I  have  no  reason  to  doubt  it.  I  did 
not  mention  it  because  really,  as  I  say,  it  was  not  within 
my  knowledge.  One  noticed  that  you,  when  Permanent 
Under-Secretary,  would  sign  a  paper,  showing  that  you 
had  seen  it,  and  then  the  next  signature  which  appeared 
on  it  was  that  of  the  Secretary  of  State,  showing  that 
he  had  had  it  before  him.  The  Secretaiy  of  State 
referred  it  to  the  Finance  Committee  as  a  rule.  Then 
the  Finance  Committee  made,  its  recommendation  as 
to  whether  what  was  proposed  should  be  accepted, 
and  then,  if  I  may  disregard  certain  minor  details  of 
machinery,  it  went  to  the  Comicil,  over  which  the 
Secretary  of  State  presides,  to  be  considered  there: 
and  the  Council,  with  the  Secretaiy  of  State  presiding 
over  it  and  directing  its  proceedings,  would  be  the  final 
authority. 

11.582.  I  think  it  went  back  from  the  Committee 
to  the  Under-Secretary,  did. it  not  ?■ — Tes ;  when  I  said 
that  I  omitted  certain  details  of  machinery,  those  were 
the  details  which  I  omitted,  rather  to  abbreviate. 

{Chairman.)  I  think  those  are  of  sufficient  import- 
ance to  be  put  in  if  there  are  any  details  of  that  kind. 

11.583.  {Lord  Kilhracken.)  It  came  back  from  the 
Committee  to  the  Under-Secretary  of  State  with  the 
recommendations  of  the  Committee  ? — Tes. 

11.584.  Which  might  or  might  not  be  very  impor- 
tant ;  and  it  was  then  in  the  discretion  of  the  Under- 
Secretary  of  State  to  take  such  steps  with  regard  to 
that  paper  as  he  thought  proper ;  he  might  send  it  at 
once  to  the  Council,  he  might  refer  it  back  to  the 
Secretary  of  State,  or  he  might  do  other  things  ? — 
Tes. 

11.585.  I  do  not  think  that  step  should  be  altogether 
omitted  ? — No. 

11.586.  {Chairman.)  I  am  not  quite  sure  what  would 
be  the  first  stage  when  a  paper  dealing  with  finance 
came  into  the  office  ? — It  would  go  to  the  Financial 
Secretary's  Department. 

11.587.  And  then  from  him  it  would  go  to  the 
Permanent  Under-Secretary? — Tes,  with  probably  a 
draft  of  a  despatch,  or  a  telegram,  or  whatever  was 
necessary. 

11.588.  From  the  Permanent  Under-Secretaiy  to 
the  Parliamentary  Under-Secretary  and  on  to  the 
Secretary  of  State  ? — Tes. 

11.589.  {Lord  Kilhracken.)  It  would  be  seen  by 
the  Parliamentaiy  Secretary  on  its  way  to  the  Secretary 
of  State?- Tes. 


11.590.  I  do  not  think  the  Parliamentary  Secretaiy 
ought  to  be  altogether  left  out,  but  he  was  not 
responsible,  as  a  rule,  for  the  passing  on  of  the  paper 
if  the  Permanent  Under-Secretary  was  there? — No, 
quite  so.  The  reason  I  left  him  out  was  this.  It  is 
perhaps  not  a  matter  of  great  consequence  to  explain, 
but  I  want  to  make  it  clear.  I,  as  Financial  Secretary, 
would  send  a  paper  to  Lord  Kilbracken — or  Sir  Arthur 
Godley,  as  he  then  was — and  I  would  notice  the  initials 
"  A.G,"  written  on  it,  together  with  some  expression  of 
approval  or  disapproval  2  that  was  thought  necessary. 
Then  I  would  notice  that  the  next  initials  on  it  were 
those  of  the  Secretary  of  State,  and  I  was  not  aware 
that  at  that  time  it  was  a  regular  practice  that  the 
Parliamentary  Under-Secretaiy,  though  he  did  not 
write  anything  on  it,  even  his  initials,  should  actually 
see  it. 

11.591.  {Chairman.)  We  will  take  that  from  Lord 
Kilbracken,  I  think.  Then  the  paper  going  from  the 
Permanent  Under-Secretary,  being  seen  by  the  Parlia- 
mentary Secretary,  is  laid  before  the  Secretaiy  of  State  ? 
—Tes. 

11.592.  Does  the  Secretaiy  of  State  always  refer  it 
to  the  Finance  Committee,  or  would  he  in  some  cases 
deal  with  it  without  thinking  it  necessary  that  it 
should  go  to  the  Finance  Committee  at  all  ? — In  some 
cases,  especially  urgent  cases,  he  would  deal  with  it 
himself.  Tou  will  find  in  the  statute  certain  provisions 
for  dealing  with  urgent  cases, 

11.593.  But  unless  there  was  urgency  the  ordinary 
course  would  be  that  the  Secretary  of  State  would 
refer  the  paper  to  the  Finance  Committee? — Tes. 

11.594.  It  goes,  therefore,  to  the  Finance  Committee 
after  going  to  the  Secretaiy  of  State,  and  not,  as  a 
neoessaiy  part  of  the  routine,  before  it  goes  to  him  ?. — 
If  the  paper  were  not  very  important,  the  Permanent 
Under-Secretary  would  mark  it  dii-ect  to  the  Finance 
Committee,  but  I  think  that  your  question  refers  to 
really  important  papers,  and,  if  so,  what  you  say  is 
correct. 

11.595.  Going  down  to  the  bottom  of  the  scale,  you 
say  that  there  is  a  Financial  Secretary  with  certain 
officers  subordinate  to  him  ? — Tes. 

11.596.  What  officers  has  he  to  help  him — ^what 
First  Division  Clerks  ?— He  has  first  an  Assistant- 
Secretaiy,  then  he  has  at  the  present  time  one  Senior 
Clerk,  a,s  we  call  that  class :  they  would  be  called 
First  Division  Clerks  in  the  Treasury.  There  are  also 
two  Junior  Clerks — what  you  would  call  in  the  Treasury . 
Second  Division  Clerks — and  then  there  is  a  number  of 
clerks  of  the  lower  giades. 

11.597.  Tou  have  not  mentioned  in  the  organisation 
of  the  Finance  Department  the  Accountant-General  ? 
—No. 

11.598.  Does  he  stand  outside  it  ? — Yes,  he  is  the 
head  of  a  Department  separate  from  the  Financial. 

11.599.  Can  you  broadly  indicate  to  me  how  the 
functions  of  the  Financial  Secretary  and  his  Depart- 
ment are  separated  from  those  of  the  Accountant- 
General  ? — The  Financial  Secretary  deals  with  questions 
of  policy,  and  obtains  the  decision  of  the  Secretary 
of  State  in  Council.  The  primsuy  function  of  the 
Accountant- General  is  to  make  payments  and  to 
receive  moneys  which  have  to  be  made  or  received 
respectively  in  pursuance  of  the  decisions  aii-ived  at 
by  the  Secretary  of  State.  Then  naturally  connected 
with  that  work  is  the  work  of  preparing  accounts  of 
expenditure  and  receipt  of  each  year,  and  preparing 
estimates  in  anticipation  of  the  financial  year.  Another 
important  duty  of  his,  which  is  not  in  all  ways  neces- 
sarily connected  with  what  I  have  mentioned,  is  to 
superintend  the  lending  of  oui-  balances.  I  think 
generally  that  sums  up  the  work  of  the  Accountant- 
General.  To  make  it  quite  complete  I  should  mention 
that  some  years  ago  we  arranged  that  the  administra- 
tion of  certain  funds  managed  in  this  office — funds 
for  pensions  for  widows  and  orphans,  and  so  on — 
should  be  transferred  to  the  Accountant-General. 

11.600.  The  Accountant-General,  therefore,  with  a 
possible  exception  of  the  loaning  out  of  balances,  does 
not  deal  with  questions  of  policy  ? — In  connexion  with 
the  funds  he  now  does,  but  subject  to  those  exceptions 
it  is  as  you  say. 
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11.601.  And  it  is  no  part  of  the  practice  of  the 
Office  that  all  finaAial  proposals  should  pass  through 
the  Accountant- Genei-al's  hands  ?— No ;  occasionally  an 
important  question  of  account-keeping  is  involved  in  a 
financial  proposal,  and  then  it  would  be  referred  to  the 
Accountant-General  in  the  same  way  that  there  is 
special  provision  for  that  in  the  Treasury,  I  think. 
Ton  have  an  officer  of  accounts  who  advises  on  such 
matters. 

11.602.  I  am  asking  these  questions  because  with  a 
little  experience  of  other  Offices  I  am,  perhaps,  very 
liable  to  be  misled  into  supposing  that  the  same  name 
connotes  the  same  authority  or  duties  ? — I  know  great 
confusion  arises  from  people  assuming  that  an  Aocoim- 
tant-G-eneral  here  does  the  same  work  as  aa  Accountant- 
General  in  India,  for  example.  There  is  a  veiy  striking 
difference. 

11.603.  I  think  you  said  that  until  two  years  ago 
the  papers  on  finance  commonly  went  from  the  Financial 
Secretai-y  to  the  Permanent  Under-Secretary,  and  that 
the  Assistant  Under-Secretary  took  very  little  part  in 
financial  business  ? — That,  I  think*  Was  the  case.  Lord 
Kilbracken  will  confirm  it,  I  think. 

11.604.  But  that  has  been  altered  in  recent  years  ? 
— Tes.  I  had  some  observations  to  offer  on  that,  but 
they  would,  perhaps,  come  at  a  later  stage. 

11.605.  I  want  to  get  the  facts  first  ?— Yes. 

11.606.  I  understand  that  when  you  were  appointed 
Assistant  Under-Secretary,  you  having  had  special 
experience  in  finance,  and  being  so  long  Financial 
Secretary,  continued  to  deal  with  financial  matters  ?— * 
Tes. 

11.607.  And  accordingly  at  present  the  papers  would 
go  from  the  Financial  Secretary  to  the  Assistant 
Under-Secretary  ? — Tes. 

11.608.  And  from  him  on  through  the  course  which 
you  have  already  described  ? — Tes. 

11.609.  liTow,  as  regards  the  Finance  Committee, 
that  is,  I  presume,  nominated  by  the  Secretary  of 
State  ?— Tes. 

11.610.  How  is  it  composed  ? — As  a  rule  the  Chair- 
man of  it  is  what  we  call  our  City  Member.  He  was 
for  some  years  Mr.  Le  Marchant,  and  then  Lord 
Inchcape— Sir  James  Mackay,  as  he  then  was — and 
now  Sir  FeKx  Schuster. 

11.611.  Let  me  just  ask  a  question  upon  that  point 
to  get  the  matter  quite  clear.  The  Chairman  is  nomi- 
nated as  such  by  the  Secretai-y  of  State,  is  he  not .' — 
Tes. 

11.612.  He  is  not  chosen  by  the  Committee  ? — No, 
he  is  appointed  by  the  Secretary  of  State.  Then  there 
is  usually  on  the  Finance  Committee  a  Member  of 
Council  who  has  had  general  administrative  experience  ; 
he  would  be  usually  a  retii-ed  member  of  the  Indian 
Civil  Service.  There  is  also,  as  a  rule,  a  military  man, 
becaiise  naturally  in  all  Government  finance  military 
expenditm-e  plays  a  vei-y  large  part.  At  the  present 
time,  for  that  reason,  General  Sir  Charles  Egerton 
is  a  member  of  the  Finance  Committee.  It  is  also 
cu.stomaiy,  and  certainly  very  convenient,  that  one  of 
the  members  of  the  Finance  Committee  should  be  a 
Member  of  Coimcil  who  is  also  a  Member  of  the  Public 
Works  Committee,  I  think  that  would  almost  explahi 
itself :  the  public  works  business  is  so  closely  connected 
with  financial  business  that  it  is  well  to  have  one 
member  who  is  a  link  between  the  two  Committees. 
That,  I  should  say,  is  the  normal  organisation  of  the 
Finance  Committee,  but  it  varies  a  little.  At  one  time, 
for  example,  quite  recently,  we  had  two  Members  of 
Council  of  general  administrative  experience;  there 
was  not  only  Sir  Steyning  Edgerley,  to  whom  I  have 
just  refeiTcd  as  the  member  of  the  Indian  Civil  Sei-vice, 
but  also  Sii-  Krishna  Gupta  (also  a  member  of  the  Indian 
Civil  Service)  who  has  general  administrative  experience, 
and  also  may  be  held  to  look  speoiaUy  carefully  after 
questions  in  which  r-atives  of  India  are  interested.  He, 
this  year,  is  not  a  member  of  the  Finance  Committee ; 
but  he  might  be  in  any  future  year. 

11  613  1  think  that  gives  us  the  outline  ot  the 
organisation.  Now  I  should  Uke  to  ask  your  opinion 
about  some  details  of  it.  I  go  back  first  of  all  to  the 
Financial  Secretary's  own  biunch,  the  specialised 
branch  of  which  he  is  the  head.     Does  yoni-  expeiience 


lead  you  to  think  that  he  has  in  that  branch  assistance 
of  the  amount  and  of  the  cliaracter  which  he  requires  ? 
— Tes  ;  when  1  was  Financial  Secretary  the  then 
Permanent  Under-Secretaiy  was  extremely  generous 
when  I  made  any  request  for  additional  assistance, 
and  I  had,  and  I  think  my  successor  feels  that  he  has, 
quite  as  much  in  the  way  of  staff  as  can  reasonably 
be  asked  for.  Of  course,  the  quality  of  it  depends 
upon  the  Civil  Service  competition  system  generally, 
and  the  quality  on  the  whole  is,  T  think,  exceedingly 
good. 

11,614.  I  presume  I  may  take  it  that  the  civil 
servants  who  enter  the  India  Office  are  very  much  of 
the  same  class  as  those  with  whom  I  have  become 
familiar  in  other  offices  ? — Tes. 

11,61.5.  And  that  on  entry  men  posted  to  your 
branch  would  probably  have  no  special  experience  of 
financial  affaii-s,  but  they  would  acquire  that  experience 
in  the  office  ? — Quite  so.  Of  course  many  of  them 
would  have  had  an  interest  in  the  study  of  economics 
during  their  University  days. 

Ilj616.  Then  we  come  to  the  Financial  Secretary, 
on  whom,  I  think,  from  what  you  have  said,  a  latfge 
weight  of  responsibility  must  rest  for  the  proper  pte- 
pai'ation  of  papers  for  the  consideration  of  the  higher 
authorities  P-^^Tes. 

11.617.  Has  he  time  for  that  ? — In  the  remarks 
which  I  mentioned  that  I  should  like  to  make,  I  wanted 
to  set  forth  that  he  is  under  the  normal  organisa- 
tion— ^ 

11.618.  Let  me  interrupt  you.  If  you  like  to  read 
the  paper  which  you  have,  by  all  means  read  it  ? — -1 
think  this  a  suitable  moment,  if  I  may. 

11.619.  Read  any  part  which  is  relevant  to  your 
answer  to  my  question  P — "  Speaking  from  my  ex- 
"  perience  since  1902,  I  am  quite  sure  that  so  far  as 
"  concerns  the  permanent  establishment  the  normal 
"  financial  organisation  of  the  India  Office  " - 

11.620.  I  do  not  know  whether  you  would  like  to 
preface  it — I  think  you  had  better — by  the  paragraph 
which  you  put  at  the  top  of  the  paper  P— -I  should  have 
preferred  to,  but  I  thought  yon  would  like  me  to 
shorten  it.  If  you  will  allow  me,  I  will  read  it  from 
the  beginning. 

11.621.  Please  read  it  P — "  Lord  Crewe  has  au- 
"  thorised  me  to  submit  to  the  Commission  such 
"  observations  regarding  the  financial  organisation  of 
"  the  India  Office  as  are  suggested  to  me  by  my 
"  experience  of  the  Financial  Department.  Under  this 
'•  authority  I  should  like  to  say  something  regarding 
"  the  permanent  establishment.  Questions  relating  to 
"  the  scheme  for  modifying  the  duties  of  the  Council, 
"  on  which  Lord  Crewe  spoke  in  the  House  of  Lords 
"  on  tke  3tst  July  last,  are  beyond  my  province. 
"  Speaking  from  my  experience  since  1902,  when  I 
"  became  Financial  Secretary,  I  am  quite  sure  that,  so 
"  far  as  concerns  the  permanent  establishment,  the 
"  normal  financial  organisation  of  the  India  Office  (as 
"  distinguished  from  that  which  exists,  almost  acci- 
"  dentally,  at  the  present  time)  fails  to  provide  as 
"  adequately  as  might  be  done  for  the  efficient  con- 
"  duct  of  business.  I  am  also  quite  sure  that  the 
"  defect  can  be  easily  remedied.  To  make  my  meaning 
•'  clear,  I  should  explain  how  the  normal  organisation 
"  differs  from  that  which  happens  to  exist  at  the 
•'  present  moment." 

11.622.  Ton  have  described  the  general  organisa- 
tion, and  I  understand  that  the  difference  which  exists 
at  the  present  moment  really  lies  in  the  fact  which  my 
examination  has  elicited,  that  the  late  Financial  Secre- 
tary is  now  Assistant  Under-Secretary,  and  having 
special  knowledge  of  finance  he  continues  to  aid  in  the 
work  of  finance  ? — Tes.  It  might  perhaps  be  put  in  a 
less  personal  way  if  I  said  that  instead  of  there  being 
one  official  who  is  primarily  responsible  for  financial 
work  there  are  two ;  that  is  to  say.  the  numerical 
strength  has  gone  up  100  per  cent. 

11.623.  I  think  you  had  better  go  on  with  youi- 
paper  fi-om  the  words  "  Normally  the  duties  of  the 
latter  '"  P — Would  you  allow  me  to  go  on  fi-om  where  I 
left  off? 

11.624.  Tes,  if  you  like  ? — "  The  general  an-ange- 
'•  ment  of  the  permanent   staff,   consisting  of  nine 
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•'  departments  and  two  higher  officials  (of  whom  one  is 
'•  the  Permanent  Under-Secretary  of  State,  the  other 
■'  the  Assistant  Under-Secretary  of  State  and  Clerk  to 
'■  the  Council),  is  explained  in  the  memorandum*  that  I 
"  have  submitted  on  organisation  and  procedure.  Nor- 
"  mally  the  duties  of  the  latter  of  these  officials  are 
•  dignified  but  not  of  very  great  importance  for  the 
•'  disposal  of  business  ;  and  the  main  work  of  super- 
'■  vision  is  done  by  the  Permanent  Under-Secretary  of 
•'  State.  He  may  be  familiar  or  unfamiliar  with 
"  finance.  Even  if  he  is  familiar  with  it,  the  time 
■'  that  he  can  give  to  financial  work,  when  supervising 
"  practically  all  departments,  is  limited  ;  so  tliat  such 
"  work,  so  far  as  done  by  the  permanent  staff,  tends 
"  to  fail  normally  on  the  Financial  Secretary  and  his 
•'  subordinates,"  with  the  exception  of  the  work  done 
by  the  Accountant- Genei-al,  as  you  elicited.  "  This 
•'  means  that  the  burden  falls  almost  entirely  on  one 
■'  man  and  his  staft",  since  as  a  rule  the  Finance  Com- 
"  mittee  and  the  Council  participate  in  the  work  only 
'•  when  questions  are  laid  before  them  at  a  stage  when 
"  they  are  ripe  for  decision.  The  bui-den  is  heavier 
"  than  one  man  should  bear.  He  may  have  to  deal 
'■  with  large  questions  when  jaded  and  pressed  with 
■'  conflicting  duties  ;  he  cannot  attempt  to  keep  up  as 
"  he  should  his  genei-al  financial  and  economic  know- 
"  ledge  ;  he  is  likely  to  break  down  at  intervals  from 
"  overwork.  These  are  the  defects  of  the  normal 
"  oi-ganisation."  The  organisation  which  exists  at  the 
moment  is  one  about  which  I  have  given  full  informa- 
tion, I  think,  and  it  seems  to  me  to  be  a  much  better 
one,  "  since  it  relieves  the  Permanent  Under-Secretary 
"  and  the  Financial  Secretary  and,  by  doubling  the 
"  number  of  responsible  persons  charged  with 
"  financial  work,  increases  the  chance  that  it  will  be 
"  well  done.  This  present  organisation,  as  I  have 
"  indicated,  is  different  from  the  normal  one.  It 
"  originated  in  the  fact  that  Sir  Richmond  Ritchie,  the 
"  late  Permanent  Under-Secretaiy,  proposed  its  intro- 
"  duction  in  1911,  when  Mr.  Campbell,  my  prede- 
"  cessor,  died.  But  for  his  untimely  death  the  present 
"  organisation  would  not  be  in  existence;  and  there  is 
"  nothing  to  secure  its  permanence."  That  is  a  criti- 
cism of  the  present.  Now  shall  I  go  on  and  read  the 
suggestion  that  I  make  ? 

11.625.  Please  do?  —  "The  suggestion  that  I 
"  venture  to  make  is  that  the  organisation  of  the 
"  India  Office,  so  far  as  concerns  the  higher  members 
"  of  the  permanent  staff,  should  be  based  on  the 
"  recognition  of  the  fact  that  the  work  of  the  Office  as 
"  a  whole  falls  roughly  into  two  halves,  the  one 
"  administrative  and  general,  the  other  (iacluding  the 
"  work  of  the  Financial,  Public  Works,  Aocountant- 
"  General's  and  Stores  Departments)  of  a  business 
"  nature.  The  recognition  of  this  would  naturally 
"  involve  that  one  of  the  two  higher  members  of  the 
"  permanent  staff  should  be  regvdarly  charged  with 
"  the  supervision  of  the  financial  or  business  work  of 
"  the  office,  and  chosen  as  being  qualified  for  this  duty. 
"  Such  a  scheme  would  correspond  roughly  to  the 
"  practice  that  has  been  in  force  during  the  last  two 
"  and  half  years.  If,  which  is  what  my  experience 
"  suggests  as  desirable,  the  present  pi-actice  were  de- 
"  finitely  recognised  and  made  permanent,  certain 
"  minor  changes  of  organisation  would  natui-ally 
'■  follow,  but,  though  such  changes  are  of  some  practical 
"  importance,  it  is  scarcely  worth  while  to  take  up 
"  the  time  of  the  Commission  by  going  into  them." 
Then  I  have  a  further  remark  as  to  how  far  what  I 
have  said  would  apply  in  the  event  of  a  large  scheme 
being  inti-oduced  for  the  reorganisation  of  the  Council. 
Shall  I  read  that? 

11.626.  Yes,  please  make  that  observation  ? — 
"  What  I  have  said  is,  of  course,  the  outcome  of 
"  experience  under  the  Council  as  now  organised 
"  and  working  through  committees.  It  would  be 
■'  equally  valid,  in  my  opinion,  under  a  scheme  in 
•'  which  the  connexion  of  Council  with  the  permanent 
"  staff  was  maintained  through  individual  members 
"  of  Council  instead  of  through  committees,  provided 
'•  that  the  tenure  of  office   of  a  member  of  Council 
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'■  wei-e  limited  to  seven  years,  as  now.  or  to  a 
"  shorter  period,  but  if  the  Financial  Member  of 
••  Council  under  any  new  scheme  held  office  on  the 
••  same  tenure  as  a  permanent  official,  the  need  for 
■'  the  arrangement  that  I  have  sketched  would  be 
•'  much  less,  as  some  at  least  of  the  duties  that  I 
'•  have  mentioned  as  those  of  one  of  the  higher 
"  members  of  the  permanent  staff  might  then  be 
"  discharged  by  the  Financial  Member  of  Council," 
who  would  really  be  a  pei'manent  official,  and  scarcely 
to  be  distinguished  from  any  other  permanent  official 
of  equal  status. 

11.627.  I  understand  from  what  you  have  said  that 
I  am  not  to  look  to  you  for  information  as  to  Lord 
Crewe's  scheme  of  i-eorganisation  ? — No,  Sir  Thomas 
Holdemess  will  speak  about  that. 

11.628.  Then  I  set  that  on  one  side,  merely  noting 
your  opinion  that  the  suggestion  which  you  have  made 
is  equally  applicable  to  such  a  reformed  scheme  as  to 
the  existing  scheme  ? — Yes,  provided  that  the  tenure 
of  the  Member  of  Council  mider  the  reformed  scheme 
is  a  short  tenure — a  definitely  hmited  tenure. 

11.629.  Having  asked  about  the  organisation  of  the 
Finance  Department  and  about  the  duties  of  the 
Financial  Secretary  and  the  Assistant  Under-Seoretai-y, 
I  now  come  up  to  the  Committee  again.  Do  I  understand 
that  it  is  the  practice  tliat  eveiy  Member  of  the  Com- 
mittee must  be  a  Member  of  Council  ? — Yes ;  the 
Committee  is  a  Committee  of  the  Council. 

11.630.  Is  it  a  statutory  obligation  that  the  Mem- 
bers of  the  Committee  should  be  Members  of  the 
Council  ? — What  the  Statute  pi-ovides  is  that  the 
Secretary  of  State  may,  if  he  so  wishes,  divide  the 
Council  into  Committees  for  the  more  convenient  con- 
duct of  business,  and  the  Finance  Committee  comes 
into  existence  through  the  exercise  by  the  Secretary  of 
State  of  that  power. 

11.631.  On  the  composition  of  the  Committee  as 
described  to  me  by  you,  one  question  naturally  occurs 
to  my  mind.  I  put  it  to  you,  but  if  you  consider  it 
outside  youi-  province  to  answer  it  I  shall  take  your 
reply,  and  I  shall  put  the  question  to  Sir  Thomas 
Holdemess.  I  do  not  observe  that  the  constitution  as 
described  by  you  has  actually  provided  for  any  repre- 
sentation of  Indian  financial  experience  on  the  Com- 
mittee of  the  Council  in  recent  yeai"3  ? — No  ;  the  practice 
vai-ies.  For  some  years  there  was  a  Member — in  fact,  at 
one  time  thei-e  was  mox'e  than  one  Member — possessing 
expeiience  either  of  finance  or  commerce  gained  in  India. 
At  one  time  there  was  Sir  James  Westland,  the  late 
Finance  Member  of  the  Governor-General's  Coimcil. 
When  he  died,  Mr.  Fmlay,  who  had  been  Financial 
Seeretai-y  in  India,  was  appointed  a  Member  of  the 
Council ;  and  then,  in  addition,  there  have  been  such 
men  as  Mr.  Robert  Hardie,  who  occupied  in  the  Bank 
of  Bengal  a  position  similar  to  that  which  Sir  James 
Begbie  occupies  in  the  Bank  of  Bombay.  Then  Lord 
Inchcape,  whom  I  think  I  mentioned  as  the  City 
Member,  would  perhaps  have  been  more  properly 
described  as  a  Member  recommended  in  the  first 
instance  for  appointment  on  account  of  his  experience 
in  India.  I  think  he  was  20  years  in  India,  and  he 
was  a  very  prominent  member  of  the  Indian  mercantile 
community.  Of  course,  in  his  later  years,  because  he 
was  a  bank  director,  we  got  into  the  way  of  regarding 
him  as  a  City  Member,  b\it  perhaps  it  was  not  quite 
appropriate  to  describe  him  so. 

11.632.  He  combined  more  than  one  qualification  ? 
—Yes. 

11.633.  But  some  years  ago  there  used  to  be  on 
the  Committee  a  member  with  administi-ative  ex- 
perience, and  there  used  to  be  there  an  unofficial 
member  with  Indian  financial  experience  ?  —  Yes, 
certainly ;  when  Mr.  Finlay  and  Sir  James  Mackay,  as 
he  then  was,  were  together  on  the  Committee,  as  they 
were,  I  think,  for  some  years,  what  you  describe  was  the 
case.  I  do  not  think  it  has  been  a  regular  rule,  but  it 
has  sometimes  been  the  case. 

11.634.  {Lord  Kilbracken.)  As  a  matter  of  fact, 
have  not  both  the  unofficial  Indians  and  the  official 
Indians  been  represented  on  the  Committee  for  thirty 
yeai's  until  just  the  other  day? — I  do  not  think  so. 
When  I  first  came  to  the  India  Office,  the  one  member 
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of  the  Finance  Committee  who  had  financial  or 
commercial  experience  in  India  was  Mr.  Robert 
Hardie.  I  do  not  think  there  was  anyone  con-esponding 
to  Sir  James  Westland  or  Mr.  Finlay  ;  I  mean  there  was 
no  one  who  had  held  high  office  in  the  Government  in 
the  Financial  Department.  At  least,  that  is  my 
recollection,  and  I  think  yotirs  must  confirm  it. 

11.635.  I  cannot  remember  the  succession,  hut  I  re- 
memher  that  we  had  two  or  three  ex-Finance  Members 
of  the  Council.  When  I  first  came  to  the  India 
Office,  Mr.  Drummond  and  Sir  "William  Muir,  for 
example  ? — My  recollection,  and  T  think  it  can  easily 
be  confirmed,  is  this  :  There  was  for  a  time  Sir  John 
Strachey,  who  had  been  a  Finance  Member  of  Council. 
When  he  retired  there  was  an  interval  of  some  years 
before  a  similar  member,  in  the  person  of  Sir  James 
Westland,  was  appointed. 

11.636.  But  there  was  always  General  Strachey  .= — 
No,  G-eneral  Strachey  had  retii-ed  before  I  jomed  the 
India  Office.  It  is  possible  that  the  interval  between 
Sir  John  Strachey  and  Sir  James  Westland's  appoint- 
ment was  smaller  than  I  think,  but  if  there  is  an 
India  Office  list  available,  I  can  easily  verify  that. 
{Smne  Imnded  to  witness.)  This  is  what  I  was  thinking 
of  :  Sir  John  Sti-achey  left  the  Council  in  1895  ;  then 
Sir  James  Westland  was  appointed  to  the  Council  in 
1899 ;  and  I  feel  sure  that  I  am  right  in  saying  that 
between  1895  and  1899  there  was  no  one  who  had 
that  special  experience  to  which  you  are  referring. 

11.637.  (Chairman.)  Do  you  mean  that  during  that 
period  there  was  no  one  with  Indian  financial  ad- 
ministi'ative  experience  ? — Gained  in  the  Financial 
Department  of  the  Govei-nment  of  India  ? 

11.638.  Tes  ? — Tea,  that  is  what  I  mean,  and  I 
think  I  am  cowect. 

11.639.  Was  there  during  that  period,  when  adminis- 
ti"ative  financial  experience  gained  in  the  Financial 
Department  of  the  Government  of  India  was  lacking 
a  representative  of  the  lay  financial  opinion,  the  non- 
official  financial  opinion,  of  India  ? — Tes,  during  the 
earlier  part  of  that  period  Mr.  Hai-die,  whom  I  have 
mentioned,  was  on  the  Council,  and  then  I  think  it 
was  about  the  time  when  Mr.  Hardie  retired  that  Sir 
James  Westland  was  appointed. 

11.640.  Do  you  know  whether  there  was  any  special 
reason  for  dropping  the  representation  of  Indian 
financial  opiaion,  whether  official  or  unofficial,  in  recent 
years  ? — I  recollect  that  on  one  occasion  of  a  vacancy 
occmTing  the  Secretary  of  State  or  th«  permanent 
Under-Secretary  at  the  time,  did  me  the  honoui-  of 
consulting  me,  and  we  tried  to  think  of  a  suitable 
man  for  the  appointment  having  that  particular  experi- 
ence. It  so  happened  that  the  best  men  who  had  served 
in  the  Financial  Department  in  India  had  gone  to 
other  positions  in  India,  from  which  it  would  have 
been  undesii-able  to  take  them  away,  and  there  was  no 
one  who  could  be  thought  of;  and  at  the  present 
moment  if  one  wanted  to  choose  anyone  with  recent 
Indian  experience  of  the  kind  that  you  have  mentioned 
who  is  generally  recognised  to  be  veiy  well  qualified, 
it  would  be  no  easy  task. 

11.641.  {Lord  Kilbrackeii.)  As  to  the  non-official 
Member,  there  has  been  a  continuous  succession  of 
non-official  Indians  on  the  Council  from  about  the  year 
1880,  if  not  eai-lier,  until  1911.  The  Chairman's 
question  might  equally  refer  to  that  ? — Tes.  I  imder- 
stand  that  the  Chau-man's  question  referred  to  both 
kinds,  and  that  he  included  among  the  qualifications 
recent  experience.  I  should,  for  example,  exclude 
Sir  Ernest  Cable,  who  has  had  a  long  commercial 
experience  of  India,  because  his  regular  residence  in 
India  ceased  some  time  ago. 

11.642.  (Chairman.)  Tou  must  put  the  Members  of 
the  Commission  out  of  your  mind  ?— I  think,  certainly, 
there  was  no  one  who  was  marked  out  by  his  i-epute 
and  position  in  the  way  that  Sir  James  Mackay  was 
marked  out  when  he  was  chosen. 

11.643.  Would  if'  not  appear  to  you  an  anomaly 
that  on  tlie  Finance  Committee  of  the  Council— if  I 
coiTCctly  describe  it  as  the  Finance  Committee.— 
Yes 


11.644.  —  there  should  be  almost  as  a  matter  of 
coui'se  a  representative  of  Indian  army  experience  and 
of  public  works  experience,  but  that  on  the  Fmance 
Committee  there  should  not  necessarily  be  any 
representative  of  Indian  financial  experience,  whether 
official  or  unofficial? — -Tes,  I* think  it  is  an  anomaly. 
I  should  like  to  guard  myself  by  saying  that  I  do  not 
think  it  is  a  veiy  harmful  anomaly  so  far  as  concerns 
the  efficiency  of  the  work  done.  I  think  that  its 
disadvantages  ai-e  of  a  somewhat  different  kind. 

11.645.  As  regards  the  work  done,  I  presume  that 
if  you  were  in  dou.bt  as  to  how  you  should  advise  the 
Secretai-y  of  State  on  a  particular  matter  which  con- 
cerned the  management  of  Indian  finance  ou  this  side 
you  could  always  have  recourse  to  the  Chairman  of 
the  Finance  Committee  and  talk  the  matter  over  with 
him  before  you  wrote  upon  the  paper  ? — Tes,  or  with 
any  other  Member  of  the  Committee,  or  indeed,  of  the 
Council,  or  with  any  of  one's  colleagues  in  the  India 
Office. 

11.646.  Suppose  you  were  doubtful  on  the  Indian 
side,  was  there  anybody  to  whom  you  could  go  under 
those  circumstances  ? — There  would  be  no  individual 
with  that  particular  kind  of  experience.  On  the  other 
hand,  the  amount  of  written  experience  which  the 
India  Office  contains  is  enormous,  and  the  number  of 
individuals  who  are  extremely  familiar  with  the  written 
experience  is  quite  satisfactory.  I  think  I  may  say 
that  there  is  no  important  subject  of  Indian  Finance 
on  which  we  have  not  the  considered  views  of  the 
Government  of  India,  which  have  come  to  us  in  the 
course  of  the  continual  discussion  which  is  going  on. 

11.647.  I  suppose  even  the  Government  of  India 
sometimes  changes  its  views.  It  would  not  always 
care  to  be  represented  by  its  opinions  of  five  years  ago  ? 
— I  was  coming  on  to  that.  In  addition  to  that,  when  we 
are  considering  any  important  question,  we  are  in  the 
fullest  communication  with  the  Government  of  India 
all  the  time. 

11.648.  I  should  like  you  to  develop  that  a  little 
more.  Do  you  refer  entirely  to  official  communica- 
tions and  despatches  passing  backwards  and  forwards, 
or,  when  you  speak  of  "  the  fullest  communication  with 
the  Government  of  India,"  do  you  include  semi-official 
means  of  communication? — Lord  Kilbracken  always 
told  us,  and  I  think  with  perfect  correctness,  that  there 
was  no  such  thing  as  a  semi-official  communication. 
A  communication  is  either  official  or  non-official.  That 
is  the  doctrine  in  which  I  was  brought  up,  and  I  refer 
to  communications  official  and  private.  At  most 
times  there  is  a  considerable  flow  of  private  communica- 
tions to  and  fro,  but  in  dealing  with  important  matters 
one  very  often  has  to  rely  on  the  official  communica- 
tions, merely  because  it  is  very  imusual  to  telegraph 
pi"ivately.  If  you  are  going  to  get  the  latest  views  or 
information  by  telegram,  the  telegram  is  almost  neces- 
sarily an  official  telegram,  but  a  good  deal  in  the  way 
of  explanation  and  suggestion  comes  home  and  goes 
out  in  the  form  of  private  letters. 

11.649.  Let  me  ask  you  your  general  experience. 
Taking  your  general  experience  as  Financial  Secretary, 
and  looking  back  on  it,  do  you  think  you  suffered 
often  from  failing  to  understand  what  was  Ln  the  mind 
of  the  Indian  Govei-nment  ?  That  is  a  difficulty  which 
must  be  present  to  anyone  who  has  had  to  aiTange 
business  with  people  at  a  great  distance  by  formal 
coi-respondence  or  by  telegrams.  However  clear  you 
try  to  make  your  despatch  or  your  telegram,  you  do 
not  always  make  your  meaning  perfectly  plain  to  a 
correspondent  several  thousand  miles  off  ? — L  do  not 
think  that  there  is  any  appreciable  amount  of  trouble 
in  that  way ;  and  perhaps  a  way  of  proving  it  is  this. 
It  often  happens  that  when  a  subject  las  been  the 
matter  of  discussion,  or  even  controversy,  between  the 
Secretai-y  of  State  and  the  Government  of  India,  one 
of  the  high  officers  of  the  Financial  Department  of  the 
Grovemment  of  India  will  come  home  on  leave,  and 
look  Ln  on  me,  and  we  talk  out  the  subject  of  our 
differences.  I  sometimes  find  that  our  differences 
remain  unresolved  at  the  end  of  the  discussion,  but  I 
do  not  think  that  I  ever  found  that  in  any  importanc 
matter  they  were  due  to  that  cause  which  you  men- 
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tioned,  viz. ;  failm-e  to  understand  what  was  in  one 
another's  mind. 

11,650.  I  think  1  only  want  to  ask  one  other  ques- 
tion. I  understand  from  what  you  and  the  other 
witnesses  have  told  us  that  the  preparation  of  the 
Indian  budget  is  a  matter  of  very  careful  joint  con- 
sideration by  the  Grovei-mnent  of  India  and  the 
Secretary  of  State  in  Council  at  home  ?— I  should  like 
to  explain  in  what  sense  it  is  joint  consideration.  So 
far  as  concerns  the  preparation  of  the  estimates  of 
what  existing  sources  of  revenue  will  yield,  that  is 
eiitiiely  the  work  of  the  Government  of  India,  or 
almost  entirely.  When  we  come  to  Jproposals  for  im- 
posing or  remitting  taxation,  then  the  course  is  that 
the  Government  of  India  make  their  proposals  to  the 
Secretary  of  State,  and  then  he,  in  Cotmcil,  passes  his 
decision  on  them  ;  and  he,  of  course,  is  necessarily 
responsible  for  the  drawmg  up  of  the  details  of  capital 
expenditm-e  and  of  the  way  in  which  the  money  re- 
quired for  capital  expenditure  shall  be  bon-owed  in 
England,  if  the  English  market  is  to  be  the  source 
from  which  the  money  is  to  be  obtained. 

11.651.  Before  the  Indian  budget  is  introduced  in 
India,  the  relative  shares  of  capital  expenditm-e — ^what 
money  can  be  provided  out  of  Indian  revenue,  and 
what  sums  mvist  be  boiTowed  in  Lbndon,  or  paid  off  in 
London — ^have,  I  understand,  been  discussed  between 
the  Indian  and  the  Home  Governmeht  ? — ^Tes,  very 
fully  discussed. 

11.652.  If  in  the  course  of  the  year  the  revenue 
receipts  should  turn  out  much  more  favourable  than 
was  anticipated  at  that  period,  is  the  London  programme 
ever  the  subject  of  reconsideration  with  the  Indian 
Government  ?  To  make  my  meaning  plain  I  will  add 
a  little  more  to  my  question.  Suppose  at  the  beginning 
of  the  year  the  Indian  Government  had  said :  "  We 
estimate  for  a  revenue  of  five  millions  greater,"  that 
would  have  afliected  the  proposals  which  the  Secretary 
of  State  would  have  made  for  bon-owing  or  paying  off 
debt  at  home  ?— Tes. 

11.653.  Supposing  they  did  not  foresee  the  5  millions 
at  the  beginning  of  the  year,  but  that  when  half  of  the 
year  had  gone  by  they  had  good  reason  to  think  that 
their  estimate  would  be  exceeded  by  that  sum,  would 
commimioations  then  be  re -opened  with  the  Secretary 
of  State  as  to  the  London  programme  ? — ^Not  in  that 
form,  but  the  same  effect  would  be  produced  in  this 
way,  that  after  the  summer  holiday  we  should  ordinarily 
telegraph  to  the  Government  of  India  when  the  busy 
season  is  about  to  begin  and  when  the  result  of  the 
monsoon  is  fairly  well  known,  asking  them  to  revise 
theii'  estimate  of  the  amounts  that  could  be  remitted 
home  in  the  form  of  Council  bills,  because  it  is  that 
rather  perhaps  than  the  total  i-evenue  which  affects  the 
possibility  of  reducing  the  loans  to  be  issued  in 
England. 

11.654.  Of  reducing  the  loans  or  increasing  the 
programme  ? — Quite  so,  of  i-educing  the  loans  or  in- 
creasing the  programme.  Then  on  the  basis  of  that 
information  the  Secretai-y  of  State  might  decide,  and 
has  decided  at  times,  that  a  particular  loan  which  he 
contemplated  issuing  was  not  necessary  and  should  not 
be  issued,  or  that  some  India  biUs  which  he  was  going 
to  renew  should  instead  be  paid  off ;  and  occasionally 
it  has  happened,  as  you  mentioned,  that  the  Govern- 
ment of  India  have  said  :  "  Our  revenue  is  doing  much 
•'  better,  we  can  remit  home  more  than  we  expected, 
"  and  we  propose  that  a  million  sterling  extra  shall  be 
'■  added  to  the  railway  programme  to  provide  wagons 
"  or  engines,  or  something  of  that  kind."  That  kind 
of  communication  is  a  regulai"  pai-t  of  oui-  business. 

11,665.  Mr.  Mitra,  who  gave  us  very  interesting 
evidence  of  the  budget  practice  in  India,  indicated  to 
us,  I  think,  that  in  his  belief  information  of  any  change 
of  the  kind  would  necessarily  be  supplied  to  the  home 
Government  in  returns  which  would  be  forwarded  in 
the  normal  course,  but  that  no  opportunity  need 
necessarily  be  given — I  wiU  not  say  that  he  put  it  so 
high  as  that  no  oppoi-tunity  was  ever  given,  but  that  no 
opportunity  need  necessai-ily  be  given — ^to  the  Indian 
Goveroment  to  make  any  suggestion  for  a  revision  of 
the  programme  in  view  of  the  altered  circumstances  ? — 
No,  I  do  not  think  that  the  specific  question  would  be 


put  to  the  Government  of  India :  "  Do  you  propose, 
"  say,  that  the  East  India  Railway  debenture  loan  of 
•■  2  millions  sterling  which  is  in  the  budget  should  be 
"  withdiawn  or  should  be  reduced  to  1  million  sterling  "; 
and  I  think  the  reason  is  very  clear,  that  supposing  the 
Secretary  of  State  is  well  informed  about  any  addition 
that  he  may  expect  to  his  resources,  he  is  on  the  whole 
in  a  much  better  position  to  decide  what  use  to  make 
of  the  addition  than  the  Government  of  India.  Ton 
see,  they  are  in  no  touch  with  the  London  investment 
mai'ket,  so  that  usually  they  have  taken,  and  I  think 
very  properly,  the  view  that  they  are  not  very  keen  on 
interfei'ing  with  matters  about  which  they  cannot  fully 
infoim  themselves. 

11.656.  I  gather  that  before  the  commencement 
of  the  year  their  opinion  would  be  taken,  though,  no 
doubt,  in  the  last  resort,  if  it  came  to  that;  the 
authority  of  the  Secretaiy  of  State  would  have  pre- 
vailed, and  his  knowledge,  and  the  knowledge  at  his 
disposal,  of  London  money  market  conditions  would 
be  the  governing  feature ;  but  still,  before  the  year 
began,  it  would  be  the  practice  to  talk  these  matters 
over  as  between  the  authorities  in  India  and  the 
authorities  here  ? — ^May  I  explain  what  wo  are  doing 
this  year,  because  a  concrete  case  is  always  very 
helpful.  Recently  the  Government  of  India  tele- 
graphed hotne  to  the  Secretary  of  State  saying  that 
they  proposed  to  draw  up  for  the  coming  year, 
1914-15,  a  railway  programme  of  various  specific 
amounts,  provided  the  Secretary  of  State  could  under- 
take the  responsibility  of  borrowing  such  and  such 
an  amount  in  London  towards  the  carrying  out  of  it. 
After  much  consideration  the  Secretary  of  State 
decided  that  he  would  take  that  responsibility,  and 
the  Government  of  India  were  informed  accordingly 
that  then-  budget  arrangements  could  be  drawn  up 
on  that  basis.  Now,  it  is  not  the  intention  to  ask  the 
Government  of  India  about  the  details  of  the  borrowing 
programme  by  which  the  sum  of  money  to  be  raised 
in  London  is  to  be  provided.  It  would  give  the  Secre- 
tary of  State  no  useful  information,  it  would  bother 
the  Goveiimient  of  India,  it  would  waste  their  time, 
and  I  cannot  see  anything  that  could  be  gained,  when 
we  had  once  settled  the  important  question  of  the 
amount,  by  discussing  the  details. 

11.657.  Now  let  me  put  a  little  different  supposition 
to  you.  I  appreciate  what  you  say  as  to  the  Secretary 
of  State's  responsibility  and  greater  knowledge  in 
these  matters,  but  suppose  the  Secretary  of  State  had 
been  forced  to  reply :  "  t  am  unable  to  undertake  to 
"  boiTOW  the  X  millions  which  you  suggest,  I  can  only 
"  borrow  X  minUs  T,  and  your  pi-ogramme  must 
"  therefore  be  curtailed  accordingly " ;  and  suppose 
that  at  the  end  of  the  summer  holidays  next  year  the 
Indian  Government  found  their  revenue  coming  in 
much  bettfer  than  they  had  expected,  and  that  the 
nlillions  which  the  Secretary  of  State  had  not  been 
able  to  raise  in  London  were  available  in  India,  would 
there  not  be  communication  between  the  two  Govern- 
ments as  to  what  should  be  done  with  those  millions, 
or  woilld  the  Secretaiy  of  State  draw  them  to  London 
without  communication  with  India  ? — I  think  I  indi- 
cated, in  reply  to  an  earlier  question,  that  in  the 
ordinai-y  coui-se  I  think  they  would  come  to  London, 
but  at  the  same  time  the  Government  of  India  would 
have  an  opportunity  of  saying,  as  they  have  in  at  least 
two  years  within  my  recollection  said  :  "  We  recom- 
•'  mend  that  so  much  extra  money  shall  be  spent  on 
"  railways  " — it  is  usually  railways,  I  may  say ;  perhaps 
you  think  I  have  mentioned  railways  rather  frequently, 
but  they  are  very  important  in  our  financial  airange- 
ments.  The  Government  of  India  would  say :  "  We 
"  recommend  that  so  much  extra  should  be  spent  on 
"  railways,"  and  the  Secretary  of  State  would  usually 
agree.  I  think  the  last  occasion  when  that  happened 
was  in  1912.  The  details  of  it  are  given  in  some  of 
the  statements  which  I  have  already  submitted. 

11.658.  (Lord  Faber.)  I  only  want  to  ask  one 
question,  but  it  touches  very  nearly  the  questions  put 
to  you  by  the  Chaii-man  just  now ;  do  the  delays 
arising  from  Government  methods,  and  more  or  less 
unavoidable  delays  because  of  the  distance  of  India 
from  home,  lead  to  the  impossibility  of  making  changes 
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in  the  coming  budget,  say  in  the  last  three  months  of 
the  financial  year,  mlthough  such  changes  may  be  very 
advisable  because  of  the  then  commercial  outlook  ? — 
No,  I  think  that  if  the  Government  of  India  find  that 
in  the  last  three  months  of  the  year  they  are  doing 
much  better  than  they  expected  to  be  able  to  do,  or, 
indeed,  that  they  are  doing  much  worse,  there  is  no 
reason  why  the  information  should  not  reach  the 
Secretary  of  State  on  the  same  day  upon  which  it 
reaches  the  Finance  Department  of  the  Government 
of  India,  and  in  the  normal  course  anything  of  im- 
portance in  that  way  would  be  telegi-aphed  home.  Of 
course,  it  might  happen  that  just  before  the  Govern- 
ment of  India  had  telegraphed  home  that  they  had 
an  extra  million  which  they  could  count  upon,  the 
Secretary  of  State  had  issued  a  loan  in  order  to  gain 
that  million,  which  he  did  not  expect  to  receive  through 
the  Government  of  India,  but  that  is  incidental,  you 
may  say,  to  all  human  affairs,  that  yoti  may  do  a  thing 
which,  if  you  had  waited  three  days  or  three  hours 
longer,  you  would  not  have  done. 

11.659.  {Mr.  Gladstone.)  In  regard  to  the  financial 
organisation  of  the  India  Office,  you  did  not  make  any 
reference  to  any  Audit  Depai'tment.  Is  there  an 
audit  officer  ? — Yes.  I  do  not  know  whether  you  have 
read  this  memorandum  which  I  handed  in  called 
"  Memorandum  on  the  Financial  Organisation  and 
Procedure  of  the  India  Office  "  (App.  XXXIV.,  p.  687). 
I  briefly  summarise  there  the  position  of  the  auditor, 
who  is  appointed  in  a  way  provided  by  the  Act,  and 
has  the  position  of  authority  and  comparative  irre- 
movability that  an  auditor  ought  to  have.  His  tenure 
is  much  the  same  as  that  of  the  Comptroller  and 
Aiiditor-General  in  the  United  Kingdom. 

11.660.  (Mr.  Keynes.)  I  think  your  only  serious 
criticism  of  the  existing  internal  organisation  of  the 
India  Office  was  that  the  Financial  Secretary  was  apt 
to  be  overburdened,  and  to  have  too  little  freedom  from 
routine  work  F — Yes,  under  the  normal  organisation. 

11.661.  And  you  suggested  as  a  solution  for  that 
that  one  of  the  two  senior  permanent  officials  should 
always  be  a  person  of  some  financial  experience  in  the 
office  ? — Financial  experience  or  financial  aptitvide.  I 
should  not  like  to  narrow  it  down  too  much,  but  he 
ought  to  be  a  man  who  could  properly  be  appointed  to 
a  post  involving  financial  duties. 

11.662.  Do  you  think  that  it  would  be  possible  to 
go  somewhat  further  in  lightening  the  Financial 
Secretary's  burdens  by  splitting  his  office  into  two  and 
having  one  official  for  what  I  may  describe  as  technical 
financial  work  and  one  official  for  treasury  control,  that 
is,  criticisms  of  proposals  of  spending  departments  and 
correspondence  about  expenditure  with  other  offices  ui 
England  ? — That  idea  is  very  attractive  to  me.  Whether 
the  two  officers  would  be  of  equal  status  or  whether 
one  should  be  called  the  Deputy  Financial  Secretary, 
with  responsibiUty  for  doing  certain  work  without  con- 
sulting the  Financial  Secretary,  I  do  not  know.  I  daresay 
that  the  better  method  is  what  you  have  suggested, 
that  there  should  be  two  Financial  Secretaries,  one 
technical  and  one  administrative.  Certainly  that  kmd 
of  relief  I  think  would  be  advantageous.  The  desira- 
bility of  it  is  illustrated  by  some  papers  which  you 
probably-  have  seen— they  have  been  sent  to  the 
Royal  Commission— on  the  charges  for  currency  notes. 
I  do  not  know  whether  they  have  been  circulated. 
For  some  years  we  went  on  paying  at  certam  rates  for 
the  currency  notes  supplied  to  us  by  the  Bank  of 
Bngland,  and  we  were  paying  too  much  and  I  think 
the  fact  that  we  went  on  paying  without  sorutimsmg 
the  basis  of  the  charge  was  probably  due  to  the 
Financial  Secretary  having  too  much  to  do.  I  thmk 
if  he  had  had  more  leisure  he  would  some  years  ago 
have  looked  into  the  question  whether  the  payment 
was  suitable;  and  the  amount  involved  there  is  very 
large  The  fact  that  that  kind  of  extra  work  would  be 
done,  and  well  done,  through  the  organisation  which 
you  propose,  commends  the  idea  to  me  specially. 

11  663.  Do  you  think  that  the  work  w;hich  I  have 
described  as  treasury  control,  together  with  cogmte 
duties,  is  enough  to  occupy  one  secretary  -That 


I  think  that  he  would  not  have  a  post 
nearly  as  onerous  as 


hard  to  say.     ^  "-"""^.^^t '^f  the  Financial  Secretary 


now  is.     Whether  he  would  be  underworked  I  cannot 
say  until  experience  has  been  gained. 

11.664.  I  suppose  that  is  a  type  of  work  which  can 
be  done  by  any  competent  civil  servant  without  special 
financial  experieuce  ? — I  think  so.  Of  course,  one 
would  want  a  certain  spontaneous  activity  on  his  part. 
T  mean  his  function  would  be  largely  to  see  things 
tnat  were  not  quite  obvious,  and  to  think  of  things 
which  a  man  with  less  financial  acumen  might  not 
think  of. 

1 1.665.  Whether  or  not  the  officer  who  was  respon- 
sible for  treasury  control  would  have  enough  to  do, 
do  you  think  that  the  officer  who  was  concerned 
with  technical  finance  would  have  too  great  or  too 
little  leisure  ? — Of  course,  I  have  a  very  high  standai-d 
of  the  number  of  hours  that  the  Financial  Secretary 
ought  to  work.  Judged  by  my  standard,  I  should  say 
that  the  technical  Financial  Secretary  would  have 
rather  an  easy  time,  but,  on  the  other  hand,  I  attach 
much  importance  to  this :  he  ought  not  to  be  too 
overburdened,  because  he  ought  to  be  able  to  read 
economic  litei-ature  to  some  extent  and  to  know  what 
is  going  on  both  in  this  country  and  in  other  countries. 
One  of  the  gravest  consequences,  I  think,  of  the 
system  under  which  I  worked  was  that  when  I  became 
Financial  Secretaiy  I  practically  ceased  to  read 
economic  literature,  because  I  had  no  time ;  I  had 
read  it  assiduously  until  then ;  so  that  I  think  a 
certain  amount  of  leisure  is  desiiuble. 

11.666.  It  is  your  opinion,  then,  that  the  growth  of 
technical  financial  business  has  been  so  great  in  recent 
years  that  it  might  be  worth  considering  whether  it 
ought  not  to  be  separated  from  the  treasury  control 
work  with  which  it  has  actually  become  associated  in 
this  Office  ?^ — Yes,  I  think  it  is  well  worth  considering, 
and,  as  far  as  I  can  see,  the  arguments  are  on  the 
whole  in  favour  of  the  separation. 

11.667.  I  want  to  ask  a  few  questions  now  which 
perhaps  would  be  more  properly  addressed  to  Sir 
Thomas  Holdemess.  If  that  is  so,  no  doubt  either  he 
or  you  will  intemipt  me.  Is  it  your  opinion  that 
the  Finance  Department  can  do  without  the  variety  of 
experience  and  of  advice  which  they  obtain  under  the 
Committee  system  ? — They  could  do  without  it,  but  I 
am  much  impressed  by  the  advantage  which  they  obtain 
from  the  variety  of  experience  that   the    Committee 

'  system  gives .  them.  It  is  not  only  a  variety  of 
experience ;  it  is  a  variety  of  standpoint.  Suppose 
that  we  are  dealing  perhaps  with  some  question  of 
re-organising  a  big  service  ;  take  the  Public  Works 
Department.  There  may  be  someone  on  the  Finance 
Committee  who  is  very  familiar  with  public  works, 
and  is  very  keen  on  efficiency,  perhaps  it  may  be 
efficiency  at  any  cost;  there  is  a  financial  member 
who  says,  "  We  must  not  pay  too  heavily  for 
efficiency  " ;  there  is  perhaps  a  native  of  India  like 
Sir  Krishna  Gupta,  who  says,  "  Your  scheme  is 
"  very  well  up  to  a  point,  but  it  does  not  provide 
"  sufficiently  for  bringing  Indians  into  the  service  of 
"  Government ;  you  want  to  be  more  liberal  in  this, 
"  that,  or  the  other  way  for  that  purpose."  I  have 
always  found  that  having  these  different  points  put 
and  considered  by  a  Committee  as  one  body  has  been 
very  advantageous  indeed.  Of  course,  1  do  not  wish  to 
be  understood  as  in  any  way  criticising  Lord  Ci'ewe's 
scheme,  which  would  be  far  beyond  my  province,  and 
very  unconstitutional,  but  since  the  question  is  put  I 
ought,  I  think,  to  give  my  experience  of  the  advantages 
of  the  Committee  system. 

11.668.  If  a  scheme  were  adopted  by  which  the 
number  of  the  Coimcil  was  reduced  and  the  Committee 
system  abolished,  does  it  follow  that  the  Financial 
Committee  need  be  altogether  destroyed?  Could 
there  not  be  some  kind  of  committee,  not  all  the 
members  of  which  were  members  of  Council  ? — I  think 
that  is  possible.  It  would  introduce  an  unsym- ' 
metrical  element  into  Lord  Crewe's  scheme,  as  I  under- 
stand it,  but,  of  coui'se,  symmetry  is  not  evei-ything. 

11.669.  If  Committees  of  Council  were  abolished, 
would  you  be  in  favom*  of  retaining  some  sort  of 
Financial  Committee  partly  made  up  of  persons  who 
are  not  members  of  Council  ? — ^Yes,  I  should  like  big 
financial  questions  to  be  considered  by  a  committee 
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of  some  sort  before  they  go  to  the  meeting  of  Council 
to  be  rinaiiy  decided  on,  and  I  think  there  is  a  good 
deal  to  be  said  for  having  persons  who  are  not  members 
of  Council  on  the  Committee.  At  present  I  might 
explain — perhaps  I  did  not  make  this  clear — that  when 
the  Finance  Committee  sit,  there  are  round  the  table 
Members  of  Council  and  the  Financial  Secretary  and 
Sir  Thomas  Holdemess  and  myself;  Sir  Thomas 
Holdemess  and  myself  and  the  Financial  Secretai-y 
have  no  vote,  but  tor  all  other  purposes  I  think  I  may 
say  we  are  almost  equivalent  to  Members  of  the  Com- 
mittee ;  I  mean  we  speak  quite  freely.  Of  course,  it  is 
by  the  courtesy  of  the  Committee  that  we  can  be  heard 
at  all,  but  they  have  never  failed  to  extend  that 
courtesy  to  us. 

11.670.  {Mr.  Gillan.)  May  I  ask  one  question?  As 
far  as  the  departmental  views  are  concerned  to  which 
you  referred — I  mean  the  views  of  the  Public  Works 
Department  or  any  special  Indian  Department — those 
could  be  obtained,  even  if  yoix  had  not  a  Committee, 
by  circulation  among  the  Departments,  could  they 
not  y — Yes,  they  could  be  obtained  on  paper. 

11.671.  Or  by  a  meeting  of  the  officials  concerned 
in  the  ilifEerent  departments  ? — Yes,  but  I  am  impressed 
by  my  experience  of  the  India  Office  with  the  advan- 
tage of  a  meeting  of  the  Committee  where  the  different 
views  are  expressed  and  different  standpoints  are  pre- 
sented by  vai'ious  Members  of  the  Committee,  and 
there  is  the  feeling  that  the  Committee  at  one  time  or 
other  must  come  to  a  decision  after  giving  due  con- 
sideration to  those  different  views  and  standpoints. 

11.672.  (Mr.  Keynes.)  Assuming  that  some  access 
for  the  Financial  Department  to  City  advice  is  advisable, 
do  you  think  that  that  advice  ought  necessarily  to  be 
obtained  from  someone  who  is  a  Member  of  the  Coun- 
cil ? — No,  I  do  not  think  so.  I  think  if  you  had  asked 
me  that  question  say  twelve  years  ago  I  should  have 
answered  in  the  affii-mative,  because  it  so  happened 
that  there  was  no  one  then  in  the  India  Office  who  had 
very  much  experience  of  ftna,ucial  work  of  the  kind  to 
which  you  are  specially  referring,  and  if  the  India 
Office  luid  had  to  consult  an  eminent  man  outside  there 
would  have  been  on  the  India  Office  side  no  one  who 
was  a  veiy  competent  intermediaiy ;  but  now  for  the 
last  twelve  years  several  of  us  in  (the  India  Office 
have  had  a  veiy  gi-eal  deal  to  do  with  this  kind  of  City 
woi'k,  and  I  think  there  are  several  of  us  who  are  quite 
competent  to  go  to  some  eminent  City  person  and  ask 
his  advice  and  to  .judge  how  far  it  ought  to  be 
followed  and  how  far  not. 

11.673.  Is  the  need  for  City  advice  more  or  less 
continuous,  or  is  it  a  thing  which  arises  on  compara- 
tively rare  occasions,  such  as  when  you  are  floating  a 
loan? — I  should  say  that  it  is  continuous,  I  might 
explain  what  I  mean  by  that.  We  consider  perhaps  in 
the  jiutumn  what  sort  of  railway  programme  the 
Secretaiy  of  State  will  sanction ;  I  mean  we  consider 
the  kind  of  telegi'am  to  which  I  refeired  in  answer 
to  the  Chainnan  (question  ll,6.')(i),  and  we  have  to  foim 
an  opinion  whether  we  shall  be  able  to  bon-ow  next  year 
X  million  or  Y  million  pounds.  At  that  time  one  wants 
to  be  very  well  informed  about  City  matters.  Then 
perhaps  a  railway  programme  is  sanctioned,  and  prac- 
tically during  all  the  early  parts  of  the  year  we  are 
looking  about  for  a  good  opportunity  of  floating  a 
loan ;  we  have  to  consider  terms,  amount,  and  foim, 
and  so  on  ;  and  it  is  really  only  for  a  few  months  that 
one  could  safely,  as  it  were,  wash  out  of  one's  memory 
all  that  one  has  learnt  of  City  affairs. 

11.674.  An  outsider,  then,  to  whom  resort  was 
made  occasionally,  would  not  meet  the  purpose  ? — It 
depends  who  is  the  jierson  to  whom  the  resort  is  made. 
Suppose  that  we  had  in  the  India  Office  a  permanent 
official  who,  not  being  a  City  man,  yet  knew  a  good  deal 
about  City  affairs,  and  then  the  Secretary  of  State  said 
to  him,  '■  Well,  we  shall  have  to  issue  some  loans  ;  before 
"  deciding  how  much,  go  and  ask  such  and  such  an 
"  eminent  financier,  and  report  to  me  what  his  opinion 
"  is,  and  what  is  the  value  of  his  opinion,"  and  that 
from  time  to  time  as  other  questions  came  up,  the 
opinion  of  the  eminent  outside  financier  was  obtained 
through  the  supposed  capable  official :  under  a  system 
of  that  kind  one  would  do  extremely  well,  pi-ovided,  of 


course,  one  could  trast  the  advice  which  was  given  by 
the  outside  man.  There  is  no  reason  that  the  eminent 
City  man  should  be  inside  the  India  Office  provided 
the  channel  of  communication  is  suitable. 

11.675.  Would  it  be  convenient,  do  you  think,  for 
the  India  Office  to  be  consulting  in  this  confidential 
way  some  person  who  had  no  formal  position,  but  who 
was  just  selected  on  the  authority  of  some  official 
inside  the  office  ? — I  think  that  one  could  consult  people 
who,  without  being  inside  the  India  Office,  had  formal 
positions.  Supposing  we  were  going  to  issue  a  loan 
next  week  (which  it  is  not  our  intention  to  do)  we 
should  go  to  the  Bank  of  England,  probably,  and  the 
G-overnor  of  the  Bank  of  England  would  probably 
summon  into  his  room  the  chief  member  of  the  firm 
of  Government  brokers — you  know  the  finn  [Messrs. 
Mullens,  Marshall  &  Co.]  ;  and  probably  so  long  as  we 
have  a  broker  of  our  own,  that  is  until  he  is  swept  away 
by  a  State  Bank,  we  should  continue,  as  at  present,  to 
ask  a  member  of  the  firm  of  our  brokers  to  attend, 
and  then  perhaps  Mr.  Newmarch,  I,  the  Governor  of 
the  Bank,  and  these  two  leading  brokers  would  discuss 
what  was  to  be  done.  That  is  the  way  in  which  we 
should  get  advice.  I  mention  these  particular  Arms 
in  order  to  answer  your  point ;  it  is  not  irresponsible 
advice. 

11.676.  I  had  not  understood  that  that  was  the 
kind  of  thing  you  were  contemplating.  You  do  think, 
on  the  whole,  then,  that  the  kind  of  advice  whiish  is 
now  got  from  the  City  Member  of  the  Council  of 
India  could  be  got  through  other  channels  ? — Do  you 
mean  regarding  the  issue  of  loans,  or  are  yon  putting 
your  question  in  the  widest  possible  sense  ? 

11.677.  I  put  my  question  more  widely  than  that  ? 
—The  one  thing  for  which  I  think  the  City  Member, 
under  our  present  arrangement,  is  indispeuHable  is  the 
lending  of  loans  from  our  balances.  I  think  it  would 
be  very  difficult,  if  we  are  to  giunt  them  at  all,  to 
grant  them  otherwise  than  through  ix.  broker,  and  if 
there  is  to  be  supervision  exercised  over  the  broker,  it 
would  be  very  difficult  to  exercise  it  save  through  a 
City  Member  of  the  Council  fif  India.  I  need  scarcely 
say  that  I  am  quite  incompetent  to  judge  whether  a 
broker  ought  to  have  got  one-eighth  per  cent,  more  on 
the  loans  which  he  granted,  or  whether  such  and  such 
a  film  ought  to  be  udraitted  on  to  the  List;  and  I 
never  shall  be  competent;  and  if  I  did  acquire  the 
knowledge  it  would,  on  the  whole  be  a  gi-eat  waste  of 
my  time. 

11.678.  (Lord  Kilbracken.)  And  the  sale  of  Council 
Bills  P — I  think  we  could  do  that  without  him.  I  may 
say,  if  Sir  Thomas  Holdemess  does  not  mind,  that  I 
venture  to  differ  a  little  from  one  remark  only  in  his 
nolle.  I  think  we  could  sell  Council  Bills  very  con- 
veniently without  the  City  Member.  I  think  Sir 
Thomas  Holdemess  took  the  opposite  view — that  the 
City  Member  was  almost  necessary  for  that. 

11.679.  {Mr.  Keynee.)  I  should  like  to  ask  two 
questions  on  a  different  subject,  the  suljject  of  inter- 
course with  India.  Sir  Guy  Fleetwood  Wilson,  whom 
we  heard  yesterday,  raised  two  points.  The  first  one 
was  that  he  found  himself  liable  to  be  upset  in  his 
Budget  arrangements  by  criticdsm  from  the  India 
Office,  very  much  at  the  last  moment.  Is  the  explana- 
tion of  that  the  short  period  which  elapses  between 
the  frarning  of  the  estimate  and  the  date  at  which  the 
Budget  is  normally  introduced  into  the  Legislative 
Council,  or  is  there  some  other  explanation  ?  I  might, 
perhaps,  expand  my  question.  The  reason  I  raise  this 
is  that  when  we  have  been  discussing  Budget  dates  it 
has  been  brought  to  our  notice  that  the  Government  of 
India  are  gi-eat  financial  purists  in  the  matter  of  the 
date  at  which  they  introduce  fhe  Budget,  and  that, 
therefore,  there  is  great  hurry  at  the  last  moment  ? — 
Yes. 

11.680.  I  wondered  whether  this  short  period  was, 
possibly,  the  explanation  of  the  late  date  at  which 
criticisms  from  the  India  Office  reach  the  Financial 
Member  ?  —Perhaps  I  might  explain  what  happened  on 
the  one  occasion  within  my  recollection  that  con-esponds 
to  what  he  describes.  I  should  like  to  mention  the  course 
which  was  followed.  In  1910  it  is  quite  time  that  the 
proposals  for  the  Budget  of  1910-11  which  were  made 
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by  the  Government  were  not  entirely  accepted  by  the 
Secretary  of  State ;  they  were  proposals  involving,  in  an 
acute  form,  questions  of  the  very  greatest  importance, 
and  the  Secretary  of  State,  having  considered  them, 
found  that  there  were  some  things  put  before  him  to 
which  he  could  not  agree.  I  remember  that  on  that 
occasion  everyone  at  the  India  Office  took  the  very 
gi'eatest  possible  care  to  let  the  Government  of  India 
have  the  Secretary  of  State's  decision  as  soon  as  it 
could  be  arranged.  Every  one  of  us,  from  Lord  Morley 
downwards,  thought  that  we  ought  not  to  put  the  Govern- 
ment of  India  to  any  inconvenience  which  could  possibly 
be  avoided  in  an  anxious  time  when  they  had  to  prepare 
a  Budget. 

11.681.  If  I  may  interrapt,  I  think  this  is  not  quite 
an  answer  to  my  question.  I  was  asking  merely 
whether  you  thought  the  existing  system  of  introducing 
the  Budget  at  the  beginning  of  the  financial  year  was 
responsible  for  this  particular  inconvenience  to  which 
I  refer.  I  was  not  going  fui-ther  than  that  ? — If  you 
ask  that  question,  then  I  have  to  answer  that  whenever 
you  introduce  a  Budget  containing  very  important 
proposals,  your  proposals  are  based  mainly  on  the 
facts  of  the  immediate  time.  I  mean,  supposing  you 
introduced  your  Budget  in  October  instead  of  in 
March,  then  you  would  be  mainly  guided  by  the  facts 
of  July  and  the  following  months. 

11.682.  I  am  not  speaking  so  much  of  the  date  of 
the  Budget,  although  it  was  in  connection  with  that, 
but  I  am  speaking  of  the  pi-actice  (in  which  the  Govern- 
ment of  India  differs  from  the  Govenament  of  this 
country),  of  introducing  their  Budget  into  the  Legisla- 
tive Coimcil,  not  at  the  date  which  is  most  convenient 
to  them  administratively,  but  at  the  vei-y  first  possible 
date,  very  nearly  at  the  beginning  of  the  financial  year. 
Tou  cannot  begin  making  your  Budget  until  you  know 
what  your  estimates  are  ;  you  cannot  know  what  they 
are  imtil  very  near  the  beginning  of  the  new  financial 
year ;  and  therefore  if  you  introduce  your  statement 
veiy  early  in  the  new  financial  year  you  must  neces- 
sarily have  a  very  shoi-t  interval  in  which  to  consider 
your  Budget  proposals  ?  —  The  only  advantage  of 
putting  off  yoiu-  Budget,  say  to  a  time  some  weeks 
after  the  beginning  of  the  financial  year  is  if  during 
those  weeks  no  important  change  is  likely  to  take 
place ;  but  if  at  any  time  before  you  actually  introduce 
your  Budget  changes  are  likely  to  take  place  in  the 
general  situation,  and  you  may  have  to  modify  your 
Budget  accordingly,  then  it  is  inevitable  that  you 
make  your  final  proposals  under  pressure  of  time. 

11.683.  I  am  now  suggesting  that  there  might  be 
an  advantage  in  postponing  the  date  in  order  that 
there  might  be  full  time  for  the  discussion  of  new 
proposals  fowtaxation  or  for  the  remission  of  taxation 
between  the  Government  of  India  and  the  Secretaiy  of 
State  ?— Yes,  but  supposing  that,  while  the  discussion 
was  going  on  in  a  leisurely  way,  the  circumstances 
altered  considerably,  then  the  final  decision  would  still 
be  reached  under  pressm-e  of  time.  I  thhik  that  the 
only  advantage  which  can  be  gained  to  mitigate  incon- 
venience is,  if  possible,  to  choose  for  the  period  of 
consideration  such  a  season  of  the  year  as  is  not  likely 
to  bring  about  great  changes  in  genei-al  conditions. 

11.684.  I  am  considering  the  case  in  which  there  is 
no  reason  to  anticipate  changes  in  conditions,  but  there 
is  reason  to  anticipate  a  possible  difference  of  opinion 
between  the  Secretaiy  of  State  and  the  Government 
of  India.  At  present  that  difference  of  opinion  has  to 
he  got  over  in  a  very  short  period  ?— I  do  not  think 
so.  If  I  may  revert  to  this  case  in  1910,  I  remember 
that  very  well.  We  got  from  the  Government  of  India 
proposals,  I  think,  in  January  1910,  and  we  had  had 
an  advance  statement  sent  privately  or  demi-offlcially, 
so  that  we  were  able  to  begin  the  consideration  of 
what  had  been  put  forward.  The  Budget  had  to  be 
published,  I  think,  towards  the  end  of  February.  1 
think  we  had,  if  my  recollection  serves  me,  about  seven 
weeks  in  which  to  discuss  what  had  to  be  discussed, 
and,  of  course,  all  the  communications  after  the  first 
were  natui-ally  by  telegram  ;  and  when  special  meetmgs 
of  the  Coimcil  could  be  called  so  as  to  expedite 
matters,  and  so  as  not  to  delay  the  approving  ot  a 


telegram  until  the  noi-mal  weekly  meeting,  all  that  was 
done  ;  so  that  I  should  very  much  doubt  whether  the 
pressure  in  the  Finance  Department  of  the  Govern- 
ment of  India  was  greater  than  the  pressm'e  to  which 
the  Treasury  are  accustomed  when  they  aie  preparing 
their  Budget. 

11.685.  The  other  point  to  which  Sir  Guy  Fleetwood 
Wilson  referred  was  a  different  one;  he  stated  that 
the  Viceroy  and  the  Secretary  of  State  were  ac- 
customed to  have  a  large  private  correspondence,  and 
that  the  Secretary  in  the  Finance  Department  in  India 
could  communicate  unofficially  with  the  Secretary  in 
the  Finance  Department  here,  but  that  the  Finance 
Member  was  in  an  isolated  position,  and  had  no 
coiTesponding  person  in  this  Office  with  whom  he 
could  iceep  in  close  touch  ? — ^Did  he  say  that  he  did 
not  correspond  with  anyone  in  this  Office  as  a  regular 
practice  ? 

11.686.  I  could  not  quote  his  exact  words. — Did  he 
say  there  was  no  person  in  this  Office  with  whom  it 
was  the  regular  practice  of  the  Finance  Member  of  the 
Governor- General's  Council  to  can-y  on  a  correspon- 
dence ? 

{Sir  Ernest  Cable.)  Yes,  semi-official  or  private. 

(Chairman.)  I  think  that  is  the  effect  of  his 
evidence.  I  have  a  transcript  of  it  here.  What  he 
said  he  thought  the  Finance  Minister  needed  was  an 
alter  ego  in  London  with  whom  he  could  correspond  ^ 

(Sir  Ernest  Cable.)  Semi-officially. 

11.687.  (Chairman.)  I  put  the  question  to  him  : 
"So  at  the  present  time  there  is  no  recognised  semi- 
"  official  niachineiy  of  communication  "  .' — (A.)  "  The 
"  only  recognised  channel  is  what  is  usually  a  weekly 
"  letter  which  passes  between  the  Secretaiy  out  there 
'■  and  the  Secretary  here.  As  a  rule,  these  letters 
'■  d-eal  with  matters  of  detail  rather  than  with  big 
"  questions  of  principle,  and  you  might  have  a 
"  condition  of  affairs  in  which  your  Finance  Minister 
"  might  not  agree  with  his  Secretary,  in  which  case  he 
■•  might  want  to  Icnow  which  view  was  taken  at  home, 
"  and  thereby  avoid  an  impasse  in  India  "  ;  and  later 
he  corrected  a  phrase  of  mine  about  communicating 
unofficially,  and  said:  " Demi-officially ;  I  think  that 
is  the  usual  term."  Then  I  said :  "  You  want 
"  to  coiTCspond  demi-officially,  then,  to  sound  the 
"  ground,  or  to  gather  information"? — (A.)  And  to 
"  receive  guidance.  —  (Q.)  Subject  always  to  the 
■'  supreme  authority  of  the  Viceroy  in  his  own  case.^ 
"  — (A.)  Certainly. — (Q.)  And  the  Secretary  of  State  in 
•'•  the  case  of  his  correspondent,  hi  the  same  kind  of 
"  way  that  the  Permanent  Under- Secretaiy  at  the  War 
"  Office  or  the  Admiralty  will  wi-ite  to  the  Permanent 
"  Secretaiy  at  the  Treasuiy  and  enquii-e,  how  would 
"  such  a  proposal  be  viewed  if  his  office  were  to  make 
'■  it  ? — (A.)  You  have  quite  coiTectly  intei'preted  my 
"  views  "  ? — I  have  listened  to  what  you  have  read  with 
great  astonishment,  because  it  seems  to  me  to  be  most 
directly  at  variance  with  the  practice  which  has 
existed  in  the  India  Office,  certainly  for  the  last  thirty 
years.  It  was  the  practice  of  my  predecessor.  Sir 
Henry  Waterfield,  and  of  myself,  and  it  is  still  the 
practice  of  Mi\  Newmarch,  my  successor,  to  cany  on 
a  con'espondence  with  the  various  Financial  Members 
of  the  Governor-General's  Council.  We  still  have 
upstairs,  in  the  Financial  Department,  a  great  deal 
of  con-espondence  between  Sir  Hemy  Waterfield  and 
such  eminent  men  as  Lord  Cromer,  Sir  Auckland 
Oolvin,  and  Sir  David  Barboui',  which  we  read  with 
great  interest,  and  which  was  at  one  time  veiy 
voluminous  indeed.  I  do  not  know  that  my  con-es- 
pondence, when  I  was  Financial  Secretary,  with  the 
Financial  Member  of  the  Governor-  G^nei-al's  Council, 
was  quite  so  voluminous,  but  there  was  certainly  a 
regular  stream.  Perhaps  I  would  wiite  eight  or  ten 
letters  a  year,  and  sometimes  the  opportunity  of 
such  communication  was  extremely  valuable.  I  think 
I  mentioned  in  my  earlier  examination  that  one 
very  important  change — I  may  give  this  as  an  illus- 
tration— in  the  minagement  of  the  Gold  Standra-il 
Resei"ve,  the  purchase  of  short-dated  securities, 
instead  of  consols,  was  fii-st  made  by  the  Secretary 
of    State    on  a    suggestion  which  Sir  Edward  Law 
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conveyed  to  me  in  a  private  letter;  and  just  as  Sir 
Edward  Law  wrote  every  now  and  then  to  me,  and  I  to 
him,  so  Sir  Edward  Baker  used  occasionally  to  explain 
his  views,  and  I  would  explain  my  views,  or  the  views 
of  the  Secretary  of  State.  Then  I  am  very  much 
sui-prised  to  hear  that  Sir  Guy  Fleetwood  Wilson 
contemplated  a  difference  of  opinion  between  himself 
and  his  Secretary.  Again  and  again  I  ha,ve  received 
most  valuahle  letters,  moi-e  especially  from  Sir  James 
Meston  when  he  was  Financial  Secretary  in  India. 
He  said:  "The  honoui'able  member  desires  me  to 
"  write  to  you  about"  so  and  so. 

11.688.  Possibly  I  have  not  made  Sir  Guy  Fleet- 
wood Wilson's  position  clear  by  the  extract  which  I 
read,  but  please  take  it  fx'om  me  that  he  expressed  the 
greatest  gratitude  to  the  gentlemen  who  had  occupied 
the  position  of  Secretary  in  the  Financial  Department 
duiing  the  time  that  he  was  Financial  Member  of  the 
council,  and  he  carefully  guai-ded  himself  against  any 
thought  tliat  he  was  making  a  complaint  against  them. 
In  the  passage  which  I  have  read  1  think  he  only 
meant  to  say  that  it  was  possible  under  the  system 
that  differences  might  arise,  but  they  had  not  arisen 
between  him  and  his  colleagues  ? — But  then  I  think 
the  understanding  is  that  supposing  the  Financial 
Member  in  India  holds  one  view  and  the  Financial 
Secretary  in  India  holds  a  different  view,  the 
Financial  Secretary  in  India  would  certainly  never 
write  home  to  the  India  Office  stating  :  My  view  is  so 
and  so.  His  duty  and  loyalty  to  his  superior  would 
prevent  him  from  doing  that.  Then  if  the  Financial 
Member  wished  to  put  unofficially  before  the  India 
Office  certain  views  he  might  either  write  himself,  which 
has  been  a  very  usual  practice,  and  in  that  case  he 
would  write  to  the  Financial  Secretary,  or  he  might 
direct  the  Secretary  to  write  a  letter  which,  though 
written  by  the  Secretary,  wo\ild  contain  the  views  of 
the  Member,  which  might  be  exactly  opposite  to  those 
of  the  actual  writer.  I  undei'stand  that  that  is  the 
practice.  Mr.  Gillan,  of  course,  has  had  experience, 
ftnd  can  say  whether  I  am  right  or  not. 

11.689.  I  gather  from  your  answer  that  in  your 
view  there  has  always  been  free  semi-official  or  demi- 
official  and  _  unofficial  communication  between  those 
responsible  for  the  finances  in  India  and  those  in  the 
Finance  Department  here  at  home  ? — The  only 
exception  that  I  would  take  is  to  your  phrase  "  in 
your  view  "  ;  it  is  not  a  matter  of  opinion,  it  is  a 
matter  of  fact.  There  has  been  no  obstacle  to 
communication,  and  there  has  been  a  good  deal  of 
correspondence ;  and  perhaps  I  may  add  here  that 
sometimes  I  have  wished  to  write  to  the  Financial 
Member  in  India  explaining  this,  that,  or  the  other 
thing,  but  the  burdensomeness  of  my  duties  has 
prevented  me  from  writing  on  the  mail  day,  and  then 
a  week  has  passed,  and  one  has  thought :  "  Well, 
one  will  leave  it  alone,"  but  it  is  only  that  kind  of 
obstacle  which  has  existed. 

{Mr.  Oillan.)  I  think  there  is  a  circumstance  which 
is  not  present  to  Mr.  Abraham's  mind  in  answering 
these  questions.  I  think  what  Sir  Guy  Fleetwood 
Wilson  laid  sti'ess  en  was  that  there  is  no  recognised 
system  of  correspondence  with  the  Financial  Member. 
He  would  not  probably  deny  that  there  is  a  practice 
of  such  correspondence,  but  you  will  remember  he 
said  that  he  practically  asked  that  the  system  should 
be  recognised  when  he  went  out  to  India,  and  the 
answer  he  gob  was  a  discouraging  one,  so  that  the 
practice  was  dropped ;  at  least,  that  is  as  I  understand 
the  situation. 

11.690.  (Chairman.)  In  point  of  fact,  I  think  Mr. 
Abrahams' s  evidence  is  that  the  practice  continued .' — 
The  practice  of  correspondence,  which,  strictly  speaking, 
is  private  correspondence,  has  continued  for  many  years. 
Now  I  understand  from  what  Mr.  Gillan  says  that 
Sir  Guy  Fleetwood  Wilson  would  like  a  certain  recog- 
nition of  it.  I  think,  if  I  understand  what  Sir  Guy 
means  by  it,  that  is  scarcely  possible.  CoiTespondencie, 
as  I  ventured  to  say  before  in  another  connection, 
must  be  either  official  or  not  official,  and  certainly 
no  Secretary  of  State  would  allow  himself  and  his 
Council  to  be    committed  even  to  half-approval  of 


a  particidar  course  of  action  because  a  particular 
individual  in  the  India  Office  happened  to  write  to 
a  particular  individual  in  the  Government  of  India 
and  said :  "  Tlys  seems  a  very  wise  proposition '" ; 
it  must  all  be  of  a  non-committal  and  personal  nature  ; 
and  if  the  only  difference  between  my  statement  of  the 
facts  and  Sir  Guy  Fleetwood  Wilson's  statement  is 
that  he  says  no  regular  and  official  recognition  is  given 
to  this  unofficial  correspondence,  then  oui-  last  difference 
is  removed ;  I  agree  with  that  statement,  and  I  say  it  is 
not  given  and   coituld  not  be  given. 

11.691.  Tou  pi'obably  are  aware  that  as  between 
offices  here  in  London  it  is  not  an  unusual  thmg 
for  the  Permanent  Under-Secretary  or  the  head  of 
a  branch  to  come  across,  let  us  say,  to  the  Treasury 
to  inquire  whether,  if  they  put  fonvard  a  proposal, 
it  would  be  likely  to  be  favoui'ably  received.  They 
would  go  to  their  opposite  number  or  to  the 
Permanent  Under-Secretary,  as  the  case  may  be, 
and  if  there  is  any  doubt,  he  will  unofficially  —  or 
I  should  say  informally,  not  unofficially  —  consult 
the  Chancellor  of  the  Exchequer  or  the  head  of 
his  office.  It  is  sometimes  a  great  convenience, 
because  there  are  proposals  which  he  would  not  like 
formally  to  make  and  formally  to  have  rejected.  Very 
often  the  success  of  your  request  may  depend  upon  the 
particular  form  the  proposal  takes,  and  it  may  be 
important  to  know  which  form  would  most  commend 
the  request  to  the  office  which  has  to  grant  it.  That 
kind  of  informal  communication  constantly  goes  on 
between  public  offices  in  this  country  without  in  any  way 
committing  improperly  the  chiefs  of  the  offices.  No 
doubt  they  have  to  rely,  but  they  do  rely  and  can  rely 
with  perfect  confidence,  on  the  discretion  of  the 
permanent  officials  of  their  departments.  Is  there  any 
regular  means  of  communication  by  which  the  financial 
authorities  of  India  can  in  that  sort  of  infonnal  way 
sound  the  ground  and  ascertain  whether  a  proposal  is 
likely  to  be  acceptable  before  they  formally  put  it 
f orwai'd  with  the  risk  that  information  about  it  may 
leak  out  in  India,  and  that  if,  having  been  put  forward 
and  discussed  in  India,  it  is  rejected,  great  harm  is 
done  then  ? — There  is  undoubtedly  a  channel  of  com- 
munication,   namely,    those   private    letters    which  I 

•  mentioned,  but  it  is  fair  to  say  that  it  is  not  very 
often  used  for  rather  a  simple  reason.  If  the  Govern- 
ment of  India  were  to  be  told  that  such  and  such  a 
proposal  is  likely  to  find  favour  with  the  Secretary  of 
State,  they  would  be  told  that  to  no  good  purpose, 
unless  one  had  obtained  the  information  of  the  Secre- 
tary of  State  and  the  Council.  As  a  i-ule,  the  most 
convenient  way  of  letting  the  Secretary  of  State  and 
the  Council  form  an  opinion  on  the  merits  or  demerits 
of  the  proposal  is  to  put  before  them  in  its  best 
possible  form,  that  is  to  say,  in  its  final  form,  a  state- 
ment of  the  reasons  of  the  Government  of  India 
for  making  the  proposal;  and  at  the  time  that  they 
have  completed  their  statement  of  the  reasons  there 
is  nothing  gained  by  not  sending  it  forward  officially 
except  occasionally,  as  you  have  mentioned,  for 
reasons  of  secrecy,  which  would  always  be  respected, 
or  occasionally  that  they  may  like  to  avoid  rebuff.  I 
do  not  think  that  often  happens.  Lord  Ealbracken's 
experience  is  much  longer  than  mine,  but  I  can 
remember  vei-y  few  cases  in  which  the  Government  of 
India  have  wished  to  send  their  statement  imofficially 
first;  but  certainly  there  would  not  be  the  slightest 
difficulty  if  they  did  wish  to  do  it. 

11.692.  {Lord  Kilhrackeii.)  The  Chaii-man  has  re- 
ferred to  a  practice  which  is  common  in  this  country, 
by  which  members  of  the  different  offices  exchange 
views,  exchange  notes,  or  come  across  to  the  other 
office ;  but  would  it  not  be  rather  a  different  thing  if 
those  members,  say  two  Permanent  Under-Secretaries, 
were  systematically  to  exchange  a  letter  every  week,  or 
nearly  every  week,  upon  matters  of  policy  at  issue  in 
their  different  departments  H  Would  not  that  give 
rather  a  different  complexion  to  the  intercourse  ? — It 
depends  on  the  nature  of  the  letters.  I  mean,  sup- 
posing the  Permanent  Under  Seoretaiy  of  one  office 
said  to  the  Pei-manent  Under  Secretary  of  another : 
"  If  you  send  in  a  proposal  to  do  so  and  so,  you  may 
take  it  from  me  that  it  wiU  be  approved,"  then  that 


MINDTKS   OF   EVIDENCE; 


153 


14  November  1913.] 


Ml'.  Lionel  Abeahams,  c.b. 


[Oontirmed. 


■would  be  something  certainiy  not  suitable  to  our  con- 
ditions, and  I  should  say  not  suitable  to  the  conditions 
of  any  G-OTemment  office. 

11.693.  Perhaps  I  might  explain  tliat  Sir  Guy 
Fleetwood  Wilson  told  th6  Commission  yesterday  that 
he  had,  whefa  going  out  to  India,  proposed  a  systematic 
correspondence  between  hiinself  in  India  and  the  Per- 
manent Under  Secretary  of  State  in  this  country,  and 
that  he  was  discouraged,  but  furthermore,  he  said  that 

after  some  experience  in  India — I  forget  how  long 

he  had  made  another  formal  proposal  to  the  then 
Under  Secretary  of  State,  Sir  Riehraond  Ritchie,  of  a 
similar  kind,  and  that  it  was  distinctly  declined.  That 
shows  that  he  intended  something  quite  different  from 
the  informal  cort-espondence  which  yon  have  described  ? 
— I  find  it  -veiy  hard  to  imagine  what  he  really  did 
intend,  because  either  letters  which  you  or  Sir  Rich- 
mond Ritchie  might  have  written  to  him  if  the 
proposal  had  been  accepted,  would  have  been  non- 
committal letters,  only  expressing  your  owii  views  or 
suggestions — in  which  case  they  would  have  been  much 
like  the  letters  that  I  might  have  wiitten,  only  they 
would  have  come  from  a  person  higher  up  in  the 
official  hierarchy — or  they  wotild  have  been  authori- 
tative, in  which  case  you  would  have  been  taking  on 
yourself,  which  I  am  sure  you  would  have  been  vei-y 
unwilling  to  do,  some  of  the  authority  of  the  Secretary 
of  State  in  Council. 

11.694.  But  if  Sir  Guy  Fleetwood  Wilson,  without 
making  any  formal  proposal,  had,  after  rifaching  India, 
written  letters  now  and  again  to  the  Under  Secretary 
of  State,  or  anybody  else  in  a  responsible  position  in 
this  office,  do  yon  not  think  that  those  letters  would 
have  b6en  answered  as  a  matter  of  course,  and  that 
whatever  was  really  needed  could  have  been  done  in 
that  way  ? — Not  only  do  I  think  it  would  have  been 
done,  but  since  he  did  me  the  hOHOur  of  writing  a 
great  number  of  letters  to  me,  I  can  say  that  I  cer- 
tainly aAs%ered  them  and  gave  him  the  most  useful 
answers  that  I  could ;  but  it  would  no  doubt  hS-ve' 
been  more  gratifying  to  him  if,  having  regard  to  the 
relative  positions  w;hioh  you  aiid  I  occupied,  he  had 
been  able  to  con-espond  with  yoti  instead  of  with  me. 
As  far  as  I  can  teU,  that  is  the  ohjy  improvement 
that  he  could  have  wished  for  on  the  system  w-hich 
actually  prevaiiled. 

11.695.  (Sir  Shap-Li/rji  Broaelia.)  Do  the  PermaHeint 
Under  Secretaries  sit  upon  the  Pintoce  Comniittee  ? 
— ^They  are  not  Members  of  the  Committee,  but  they 
are  present  at  the  meetings. 

11.696.  They  watch  ?— They  not  only  watch,  they 
take  part  in  the  discussion ;  or  rather,  I  should  say, 
he  takes  part  in  the  discussion,  because  there  is  only  one. 

11.697.  Suppose  demi-official  correspondence  ghould 
come  from  someone  in  Iililia  in  a  Vei^  iapbrtalit  position, 
I  suppose  the  Under-'Secreta*y  Could  talk  on  those 
matters  with  the  Secretary  of  State  if  it  were  a  matter 
of  policy,  or  some  vast  change  of  policy  as  to  which  his 
opitiion  was  asked  unofficially  ? — Yes. 

11.698.  He  could  ?— Certaitily,  and  he  would. 

11.699.  tVho  decides  the  amount  to  be  borrowed 
here,  the  Council  or  the  Secretary  of  State?— The 
Secretary  of  State  in  Counoil,  that  is  to  say,  the  laa-ge 
decisions  which  are  taken  in  the  India  Office  are  taken 
at  meetings  of  the  Council  at  which  the  Secretaiy  of 
State  presides  and  exercises  very  great  powers  ;  but 
the  recommendation  which  comes  before  such  a  meetmg 
is,  as  a  rule,  one  made  by  the  Finance  Committee,  and 
the  Public  Works  Committee. 

11  700.  There  are  two  native  councillors  here.  Is 
either'  of'  them  on  the  Finance  Committee  ?— Sir 
Krishna  Gupta  was  on  the  5'inanoe  Committee,  I 
think,  for  about  two  yearS,  and  then  in  the  ordrn^y 
course  of  changes  he  has  ceased  to  be  this  year,  but  he 
has  been  put  on  another  committee  of  great  importance 
instead. 

11  701  For  the  last  few  years  the  Indian  loans 
have  been'under- written  at  a  commission  of  1  per  cent. 
to  the  under-writers,  I  think  ?— -Yes. 

11  702  That  is  a  deviation  from  the  old  rale  of 
tendering  ttem  to  the  public .?— Yes,  it  is  necessary, 
and  we  had  to  adapt  ourselves  to  present  eircttmstances. 


11.703.  In  a  Government  loan  1  per  cent,  com- 
mission to  the  takers  of  the  loan  would  look  very  high. 
Do  you  not  thuik  that  to  a  certain  extent  Indian  credit 
is  lowered  by  adopting  the  market  ways  and  not  the 
ways  which  prevailed  before  ? — No,  I  can  assure  you 
that  with  the  solitary  exception  of  the  British  Govern- 
ment, every  government,  or  everybody  of  rery  high 
standing,  who  issues  a  permanent  loan  has  to  under- 
write it.  Practically — ^I  can  leave  out  the  word 
"  practically" — -all  the  Colonial  Governments,  however 
high  their  credit,  when  they  issue  a  loan  have  to  get  it 
imder- written,  and  for  the  most  part  they  get  it  under- 
written through  the  same  firm  which  takes  part  in  our 
under-wi'iting. 

11.704.  Do  you  know  that  the  success  of  the  China 
loan,  the  five-power  loan,  was  owing  to  their  not 
allowing  it  to  be  under-written  ? — In  the  case  of  a  very 
special  loan  of  that  kind  I  daresay  it  would  be  so,  and 
no  doubt  the  attraction  is  that  the  people  who  actually 
subscribed  would  get  evei-y  possible  penny  of  advantage 
and  profit. 

11.705.  But  what  caused  the  original  pi-aotice  to 
be  departed  fx-om  ?-— Simply  that  we  felt  that  if  we 
did  not  under-write  om-  loans  we  should  find  one  day 
that  a  loan  was  not  subscribed  and  that  the  whole  of 
the  administration  of  at  any  rate  the  Public  Works 
and  Railway  Departments  of  the  Government  of  India 
was  thrown  into  chaos  because  we  had  entered  into 
very  great  commitments  which  we  could  not  meet. 
Even  in  the  days  when  it  was  our  regular  practice  not 
to  under- Write  we  had  a  veiy  serious  failure  of  a  loan 
once. 

11.706.  But  I  think  in  India  it  would  be  a  per- 
manent failure  if  the  system  were  adopted? — You 
mean  the  system  of  underwriting  ? 

11.707.  No,  in  India  if  Indian  loans  were  floated  on 
that  system  of  getting  them  underwritten  I  do  not 
think  next  year  they  could  be  floated  at  all.. 

11.708.  '{Lotd  Faber.)  May  I  ask  one  question  about 
that  ?  You  know  that  the  question  of  underwriting  is 
quite  a  modem  one  ?— I  know. 

11.709.  There  ai-e  two  opinions  about  that,  and  the 
best  opuiion  to-day  is  that  you  had  better  put  out  a 
loan  of  the  class  of  an  Indian  loan  without  under- 
wi'iting.  The  public  now  wait,  because  eveiy  time  that 
an  underwritten  loan  comes  out  the  underwritex-s  have 
to  take  it ;  the  public  do  not  apply  then,  and  they  wait 
until  it  falls  to  a  discount,  and  then  take  it  from  the 
underwriters  ? — Yes.  I  do  not  know  if  the  Commission 
wishes  to  go  into  this  matter,  but  I  should  like  to  say 
that  I  persoflally  hate  a  l-ather  strong  view  about 
whether  we  should  underwrite  loans  or  not.  In  any 
other  branch  of  buying  and  selling  the  producer 
naturally  sells  to  the  wholesale  buyer  and  then  leaves 
it  to  the  wholesale  buyer  to  peddle  out  the  produce  to 
consumers  in  small  amounts  as  their  desire  to  get  the 
p'roduc't  shows  itsaM.  Now,  it  has  been  a  very  para- 
doxical arra'ngement  for  many  years  that  if  a  Govern- 
ment which  has  produced  so  many  millions  of  Consols 
or  India  stock  Wants  to  sell  them,  instead  of  going  in 
the  normal  way  to  a  wholesale  dealer,  that  is  to  say,  to 
an  undei'writing  firm,  and  selling  to  him,  it  has  gone 
direct  to  the  consumer  and  has  hoped  that  the 
oOTisumer  will  want  to  buy  just  at  the  moment  when 
the  producer  warits  to  sell.  This  arrangement-  of  selling 
through  the  wholesale  dealer  who  can  afford  to  hold 
the  stock  pei'haps  for  three  months,  six  months  or  even 
a  year,  besides  being  very  much  safer  and  more  con- 
venient for  the  issuing  Government,  is  in  accord  with 
the  normal  practice  of  all  other  branches  of  business. 

11.710.  The  producer  only  goes  to  the  wholesale 
man  because  he  cannot  do  anything  else ;  it  is  so  very 
difficult  for  him  to  get  at  the  actual  consumer.  If  he 
could,  he  would  never  look  at  the  wholesale  man  ? — 
I  know.  In  former  days  there  was  such  a  demand  for 
India  stock  that  when  we  had  produced  some — I  use 
the  phrase  in  the  way  you  will  understand — there 
were  a  great  number  of  people  who  wanted  to  buy 
lOOZ.  worth,  or  1,000Z.  worth,  or  50,000Z.  worth,  and 
we  could  deal  du-eot  without  any  middleman's  profit 
wifth  our  own  consumer.  Now  the  appetite  of  the 
consumer  is  so  jaded  and  uncertain  that  if  we  stake 
our  aiTangements  'for  the  Tear  on  the  assumption  that 
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iit  a  certain  daj'  when  we  offer  5,000,000?.  in  the  way 
of  a  loiiii  there  will  be  consumers  bidding  for  it.  wo 
Hie  liable  to  very  grievous  dangers. 

11.711.  {Chairman.)  In  effect,  what  you  do  is  tu 
pay  a  premium  of  insurance  to  guard  against  disaster  ? 
— Y)u  can  either  describe  it  in  that  way  or  as  the 
middleman's  profit  for  holding  the  commodity  until  the 
consumer  is  ready  for  it.  I  think  either  description  is 
equally  correct. 

11.712.  (Lord  Faber.)  The  i-esult  is  that  the  public 
dislike  that  system  so  much  that  the  loan  generally 
fails  ? — ^I  know  that  in  a  certain  sense  it  tends  to  make 
the  loan  fail,  but  it  only  does  so  if  you  assume  that 
success  means  that  the  general  public  comes  in  and 
that  the  luiderwiiter  need  not  take  any  of  the  loan  ; 
but  perliiips  what  you  regard  as  success  is  not  what 
should  be  so  regarded;  you  might  say  that  a  loan 
is  successful  if  the  underwritei-s  take  it,  and  then 
within,  say,  the  next  six  months  or  eight  months, 
they  sell  it  at  something  of  a  profit. 

11.713.  A  loan  is  only  successfid,  to  my  way  of 
thinking,  if  it  is  properly  placed  in  its  last  home,  as 
they  call  it? — But  I  think  when  the  general  public 
talk  of  a  loan  failing,  they  mean  that  at  first  the 
underwi'iters  have  to  take  a  large  proportion,  and  the 
consumer  only  takes  a  little,  and  I  think  that  is  a  very 
narrow  sense  in  which  to  use  the  word,  and  very 
misleading. 

11.714.  It  is  a  difficult  question,  but  it  bears  a  deal  of 
consideration  now  as  to  whether  the  underwriting  system 
has  not  broken  down.  I  think  that  if  you  had  a  com- 
mittee of  financial  city  men,  they  woiUd  tell  you  that 
it  has  broken  down.  That  is  my  opinion  ;  but  it  is 
worth  discussion  ? — I  may  say  that  we  are  always  con- 
sidering this  kind  of  qiiestion,  and  when  anyone  with 
Lord  Faber's  experience  gives  us  his  opinion,  we  are 
very  gratef vil  for  it,  I  mean  even  if  I  do  not  agree 
with  you  at  the  moment 

{Lord  Faher.)  I  do  not  assert  that  my  opinion  is 
right ;  do  not  think  that  for  a  moment. 

{Mr.  Gladstone.)  I  am  afraid  I  am  of  a  different 
opinion. 

{Lord  Faber.)  But  it  must  be  fiilly  considered. 

11.715.  {Mr.  Gillan.)  Who  was  Chairman  of  the 
Finance  Committee  before  Lord  Inchcape  P  —  Mr. 
LeMarchant,  who  gave  evidence,  you  will  remember. 

11.716.  Then  allowing  for  the  fact  which  you 
pointed  out  to  the  Chairman  that  Lord  Inchcape  had 
an  Indian  qualification,  you  have  had  in  succession 
three  city  men  at  the  head  of  the  Finance  Com- 
mittee ? — Four,  because  before  Mr,  Le  Marchant  there 
was  Mr.  Bertram  Cun-ie,  who  was  also  a  city  man. 

11.717.  I  rmder stood  you  to  say,  in  answer  to  the 
Chainnan,  that  it  was  the  practice  that  the  Chairman 
of  the  Finance  Committee  should  be  a  city  man  ? — 
Tes. 

11.718.  Were  you  not  putting  that  rather  too 
definitely  ? — From  the  time  that  Mr.  Bertram  Currie 
became  Chairman,  which,  I  think,  was  about  1880, 
there  has  always  been  a  city  man  as  Chairman  of  the 
Committee. 

11.719.  Since  1880  ?— Yes,  I  think  that  is  so.  It  is 
round  about  that  date. 

11.720.  {Lord  Kilbracken.)  No,  it  was  rather  later 
than  that.  When  I  came  to  this  Office  here  Mr. 
Drummond  was  Chairman  ? — As  a  matter  of  fact,  I 
have  the  book  open  here,  and  I  can  tell  you  when 
Mr.  Bertram  Cuiiie  was  appointed.  He  was  appointed 
in  1880,  but  I  suppose  that  he  did  not  become  Chairman 
at  once. 

11.721 .  No,  not  for  some  years  after  that,  five  or 
six  years,  I  think  ? — Mr.  Drummond  left  in  1885,  so  I 
suppose  Mr.  Bertram  Currie  succeeded  him  as  Chairman 
of  the  Finance  Committee ;  if  so,  it  dates  from  then. 

11.722.  {Mr.  Gillan.)  At  any  rate,  there  seems  to 
be  something  in  the  conditions  which  favours  the 
appointment  of  a  city  man  as  Chairman  of  the  Finance 
Committee  ? — I  do  not  know  that  there  is  very  much 
advantage  in  it.  I  may  mention  that  I  was  discussing 
it  with  Sir  Felix  Schustei-,  and  he  rather  inclined  to 
the  opinion  that  it  would  be  better  if  the  City  Member 
were  a  member  of  the  Committee,  and  there  to  give 
his  advice  and  knowledge  when  it  was  required,  but 


were  not  Chairman  of  the  Committee.  I  think  I  agree 
with  him.  It  is  not  a  point  to  which  I  attach  very 
much  importance. 

11,72:1.  {Lord  Kilbrach'.n.)  May  I  ask  you  a  general 
question.  Are  you  satisfied  on  the  whole  with  the 
working  of  the  pi'esent  system  i* — Do  you  mean  the 
Council  system  or  the  system  in  its  broadest  sense .' 

11,721.  The  system  of  financial  organisation  as  it 
now  stands  P — As  it  now  stands — and  you  will  remeniJ 
ber  my  distin-ition  between  that  and  the  normal 
organisation — I  think  it  is  a  very  good  organisation. 
There  ai-e  very  small  defects  ;  I  mean,  for  example, 
a  meeting  of  the  Finance  Committee  is  sometimes 
rather  long  and  rather  tedious,  just  as  a  meeting  of 
any  committee  may  happen  to  be,  but  no  one  would 
attach  serious  importance  to  that  kind  of  defect,  I 
believe  that  the  work  is  well  done,  and  on  the  whole 
expeditiously  done.  Certain  improvements  undoubtedly 
could  be  made  in  our  governing  statute  to  secui-e  greater 
expedition,  but  they  are  all  small  points. 

11.725.  Under  the  law  as  it  stands  the  Secretary 
of  State  could  greatly  facilitate  business,  could  he  not, 
on  any  special  occasion  ? — Tes. 

11.726.  He  can  put  a  measm-e  through  very  quickly 
if  he  chooses  ? — Of  course,  there  are  limitations  to  his 
powers  of  acceleration.  If  I  remember  the  Statute 
correctly,  he  cannot  deal  under  the  Urgency  Clause, 
to  use  a  phrase  which  is  very  familiar  to  you,  with  any 
matter  which  requires  expenditure. 

11.727.  Certainly,  but  he  can  have  a  committee 
meeting  whenever  he  likes  ? — Yes. 

11.728.  And  he  can  summon  a  Council  on  the 
shortest  possible  notice  ? — Yes,  quite  so, 

11.729.  And  he  can  send  a  matter  from  the 
Committee  to  the  Council  without  more  than  an  hour's 
delay  ?— Yes,  or  indeed  he  can  summon  a  Council  and 
dispense  with  the  Committee  stage  altogether.  For 
the  moment  I  had  forgotten  that  besides  the  weekly 
meetings  of  the  Council  he  can  have  as  many  meetings 
of  the  Council  as  he  wishes, 

11.730.  Or  he  can  have  a  special  meeting  of  the 
Council  at  any  moment  ? — Tes. 

11.731.  Then  the  financial  system  of  the  Office  may 
be  regarded  as  specially  strengthened  at  this  moment 
owing  to  the  fact  that  the  Assistant  Under-Secretary 
of  State  has  had  special  financial  experience  in  the 
Finance  Department ;  but  Mr.  Kejmes  suggested  to 
you  that  that  might  be  done,  but  that  the  system 
might  be  strengthened  by  an  addition  to  the  strength 
of  the  Financial  Depai-tment  ? — Tes. 

11.732.  As  between  those  two  systems  have  you  an 
opinion  to  give  P — There  is  really  very  little  competi- 
tion between  the  two,  and,  I  think  what  Mr.  Keynes 
meant,  was  that  both  things  might  be  done.  Certainly 
I  understood  his  question  in  that  way, 

11.733.  That  is  to  say,  that  first  of  all  the  Financial 
Depai'tment  should  be  strengthened  ? — Tes. 

11.734.  And  then  furthermore,  that  either  the 
Under  Secretary  of  State  or  the  Assistant  Under 
Secretai-y  of  State  should  always  be  a  person  having 
special  financial  experience  ? — Tes,  or  financial  apti- 
tude. 

11,736.  Do  you  think  that  is  necessary  ?  Do  you 
think  it  would  not  be  possible  to  produce  the  desired 
effect  by  merely  strengthening  the  Finance  Depai't- 
ment ? — No ;  if  I  had  to  choose  between  the  two 
methods  of  alteration,  I  have  no  doubt  that  I  should 
choose  having  someone  v?ith  financial  aptitude  or 
experience  above  the  Financial  Secretary  ;  and  perhaps 
you  will  allow  me  to  explain  why.  The  defect  of  the 
noi-mal  organisation,  which  has  for  the  moment  passed 
out  of  existence,  is  that  you  have  a  Financial  Secretary 
who  has  to  deal  with  questions  of  the  greatest  possible 
importance,  and  where  there  is  a  very  great  liability  to 
error,  unless  one  is  exercising  the  full  power  of  one's 
brains.  When  he  has  said  what  he  has  to  say,  and 
made  his  proposals,  if  the  only  guidance  from  above 
that  he  gets  is  that  of  the  Committee,  and  does  not 
include  that  of  a  member  of  the  permanent  staff' 
who  has  financial  knowledge,  there  is  always  a 
possibility  that  some  big  mistake  will  be  made.  The 
possibility  or  the  probability  will  to  some  extent  be 
lessened,   if    the  Financial  Secretary  has  rather  less 
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work  to  do,  owing  to  the  'bifurcation  which  Mr.  Keynes 
suggests,  but  the  *emedy  of  having  two  good  brains 
brought  to  bear  on  each  of  the  big  questions,  in  addi- 
tion to  the  attention  of  the  Finance  Committee,  is  a 
much  safer  one,  I  think. 

11,736.  Does  not  that  apply  equally  to  all  the 
Departments — ^to  the  Political  Department,  for  in- 
stance, which  sometimes  has  the  most  important 
questions  of  aU  ? — ^I  think  the  conditions  are  really 
different  in  finance,  and  I  can  speak  with  some  ex- 
perience, because,  as  you  know,  when  the  Permanent 
Under-Secretary  is  away  I  have  to  ti-y  to  supervise  all 
Departments.  I  think  that  anyone  who  has  a  genei-al 
knowledge  of  affairs,  and  common  sense  and  industry, 
can  usually  master  the  chief  points  in  a  political 
paper,  whereas  one  might  have  all  those  qualifications 
but  be  very  much  at  sea  when  trying  to  master  the 
points  iu  a  financial  paper.  I  think  that  the  distinc- 
tion,   owing  to   the  technical  natui-e  of   the   financial 


business  and  the  usually  non-technical  uatm-e  of  the 
political  business,  is  very  clearly  marked. 

11,737.  Then  you  think  that  both  of  these  changes, 
if  I  can  call  them  changes,  are  required :  the  strength- 
ening of  th9  Finance  Department  and  also  a  regular 
understanding  that  either  the  Under  Secretary  of  State 
or  the  Assistant  Under  Secretary  of  State  is  to  be  a 
man  of  financial  experience  ? — I  think  that  the  latter 
is  requu-ed.  I  think  the  former  (which  would  not  have 
occurred  to  me  but  that  Mr.  Keynes  suggested  it) 
would  be  i-ather  a  useful  change.  I  certainly  do  not 
think  that  it  is  a  necessaiy  change.  I  think  it  would 
be  visef  ul,  and  I  think  that  its  expense  would  be  so 
inconsiderable  that  it  would  be  worth  doing.  The 
extra  expense  involved  would  probably  be  at  most  the 
difference  between,  say,  the  pay  of  a,  senior  clerk  and 
the  pay  of  a  secretary,  that  is  to  say,  400i!.  a  year  ; 
and  probably  the  amount  involved  would  be  rather 
less  than  that. 


The  witness  withdrew. 


Sir  Thomas  W.  Holdeeness,  K.C.S.I.,  called  and  examined. 


11.738.  {Chairman.)  You  are  Permanent  Under 
Secretary  of  State  in  the  India  Office  ? — Tes. 

11,738a.  You  have  been  good  enough  to  supply 
us  with  a  memorandum  on  the  constitution,  powers 
and  duties  of  the  Secretary  of  State  in  Council, 
and  his  establishment,  which  1  propose  should  be 
]5rinted  with  our  Report,  and  may  therefore  be  taken 
as  part  of  your  evidence.*  I  gather  from  what  you 
have  written  there  that  you  would  concur  in  the 
evidence  which  Mr.  Abrahams  has  just  given  that  it  is 
desirable  that  the  Assistant  Under  Secretary  or  the 
Permanent  Under  Secretary,  one  or  the  other,  should 
have  had  financial  experience  in  his  previous  career  ? — 
Yes,  I  concur  with  that,  and  chiefly,  I  think,  for  this 
rea.son,  that  in  addition  to  the  Financial  Department 
proper  there  are  several  other  depai-tments  which  have 
more  or  less  financial  work ;  there  is  the  Stores  Depart- 
ment, there  is  the  Accountant-General's  Department, 
and  there  is  the  Public  Works  Department.  In  the 
Public  Works  Department  especially  there  are  very 
intricate  questions  of  finance  in  connection  with  rail- 
ways. All  those  four  Departments  seem  to  me  to 
want  to  be  pulled  together,  and  I  think  on  the  whole  it 
is  desirable  that  one  of  the  two  Secretaries,  either  the 
Under  Secretary  of  State  or  the  Assistant  Under 
Secretary  of  State,  should  have  such  financial  knowledge 
as  to  be  able  to  take  those  departments  definitely  under 
supervision. 

11.739.  I  would  like  to  Ulustrate  or  explain  my  next 
question  by  refen-ing  to  my  first  official  experience, 
which  was  at  the  Admiralty.  In  that  Department  it 
was  a  rule  that  if  any  proposal  was  made  involving 
expense,  the  papers  in  which  it  was  contained  must  go 
to  the  Accoimtant-General  for  his  observations  before 
the  papers  came  before  the  Members  of  the  Board  of 
Admiralty.  1  tmderstand  from  what  Mr.  Abrahams 
has  told  us  that  the  position  of  the  Accountant-Gteneral 
in  the  India  Office  is  quite  different,  and  that  that 
practice  would  not  be  followed  here.  If  a  proposal 
originates  with  the  Public  "Works  Department  and 
involves,  as  it  must  frequently  do,  financial  considera- 
tions, how  is  the  control  of  the  Financial  Department 
secured?— By  a  system  of  reference.  The  Public 
Works  Department  would  deal  with  the  case  first ;  it 
would  then  come  up  to.  the  Under  Secretary,  who  would 
send  it  on  to  the  Secretary  of  State,  or  mark  it  to  a 
Committee  ;  but  probably  before  it  ca^e  to  the  Under 
Secretary  of  State,  it  would  have  been  refeired  by  the 
PubUc  Works  Department  departmentaUy  to  the  Finan- 
cial Department,  and  any  differences  of  opimon  would 
have  been  hammered  out  between  the  two  Departments. 
It  would   then  come   up  to    the    Permanent  Under 

^°11  740  Would  it  be  possible  under  the  system 
which"  prevails  for  proposals  not  primarily  flnajicial, 
but  havin"  serious  financial  consequences,  to  go  to  tne 
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Secretary  of  State,  or  to  the  Council,  without  their 
having  been  submitted  to  and  reviewed  by  the  Financial 
Department  ? — No,  the  Under  Secretary  of  State  would 
see  that  they  had  been  so  submitted. 

11.741.  And  the  Financial  Secretaiy  really  takes 
the  place  in  the  India  Office  which  I  have  described  as 
being  allotted  to  the  Accountant-General  in  the 
Admnalty  ? — Yes. 

11.742.  {Lord  KilbraeJcen.)  And  I  think  that  when 
a  paper  of  that  kind  has  been  to  the  Committee  which 
corresponds  to  the  originating  department,  it  is 
generally  referred  afterwards  to  the  Finance  Committee, 
is  it  not  ? — Yes,  the  Finance  Committee  is  the  final 
reference. 

11.743.  {Chairman.)  As  regards  what  I  may  call  the 
minor  organisation  of  the  Financial  Department,  are 
you  satisfied  with  it  as  it  at  present  exists  ?— I  think 
that  probably  it  requires  to  be  strengthened.  That  is 
a  very  small  matter.  There  is  one  Assistant  Secretaiy 
at  present,  but  I  think  that  probably  a  Deputy 
Secretary  between  the  Financial  Secretary  and  the 
Assistant  Secretary  is  desirable  ;  but  that  might  be 
partly  counter-balanced  by  a  reduction,  say,  of  a  senior 
or  junior  clerk  in  the  same  Department. 

11.744.  In  the  Financial  Department  itself  ? — -Yes. 

11.745.  Would  the  object  of  the  creation  of  the 
new  post  of  Deputy  or  Assistant  Secretary  be  to  set 
free  the  existing  Assistant  Secretary  to  deal  more 
fully  and  more  exclusively  with  financial  matters  ? — I 
think  the  object  would  be  to  relieve  the  Financial 
Secretaiy  of  the  burden  of  what  may  be  called  the 
reference  work,  that  is  to  say,  the  references  from  the 
other  Departments  ;  and  the  Deputy  Secretary  and 
Assistant  Secretary  should  take  those,  with  the  excep- 
tion of  any  important  ones,  which,  of  course,  he  would 
let  the  Financial  Secretaiy  see  before  he  dealt  with 
them  ;  but  I  think  I  should  free  the  Financial  Secretaiy 
as  much  as  possible  from  that  ordinary  routine  work 
of  departmental  reference. 

11.746.  That  is  the  only  change  in  that  matter  which 
you  suggest  ? — As  regards  the  Department  itself,  that 
is  the  only  change. 

11.747.  And  perhaps  a  matter  which  is  more  easily 
and  better  dealt  with  within  the  office  than  by  the 
Commission  ? — Yes. 

11.748.  If  for  any  reason  an  Assistant  Secretary 
were  appointed  who  was  not  conversant  with  finance, 
you  would  then  feel  that  some  additional  assistance 
must  be  given  in  the  Financial  Department,  I  under- 
stand ? — An  Assistant  Under  Secretaiy  ? 

11.749.  Yes.  In  that  case  it  would  have  to  be 
assistance  at  the  top  of  the  Financial  Department,  not 
at  the  bottom  ;  it  would  have  to  be  the  highest  class 
of  assistance  ? — Yes  ;  I  do  not  see  my  way  to  improve 
the  Financial  Department  in  itseK  fm-ther  than  I  have 
already  suggested,  with  the  Deputy  Secretaiy.  As 
regards  the  necessity  for  having  an  Assistant  Under 
Secretary  with  financial  experience,  I  think  that  partly 
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depends  upon  what  is  done  with  regard  to  the  Council. 
If  on  the  Council  there  was  ;i  permanent  financial 
member,  then  the  biu-den  of  reaponsibilty  above  the 
Financial  Department,  and  between  the  Financial 
Department  and  the  collective  Council,  would  be  some- 
what lightened. 

11.750.  [  think  it  will  be  convenient  if  first  of  all 
we  discuss  the  position  as  it  exists,  and  see  what  would 
be  required  if  the  organisation  of  the  Council  were  not 
altered  ? — As  things  are  at  present,  the  only  improve- 
ment that  I  can  suggest  is  that  the  Assistant  Under 
Secretary  should  be  definitely  recognised  as  an  Assistant 
Under  Secretary  for  financial  duties .  I  think  in  the  War 
Office  there  is  such  an  appointment. 

11.751.  I  should  like  to  turn  to  the  composition  of  the 
Finance  Committee  of  the  Council  as  it  stands.  You 
were  present  while  we  were  examining  Mr.  Abl-ahama, 
and  you  heard  the  questions  we  put  to  him.  It  appears 
that,  for  one  reason  or  another,  there  has  been  a  change 
in  the  composition  of  that  Committee  in  recent  years ; 
that  is  to  say,  that  whereas  in  foi-mer  years  Indian 
experience  of  one  kind  or  another  was  available  on 
the  Committee,  at  the  present  time  there  is  no  Indian 
expeiience  available  there  ? — You  mean  Indian  finan- 
cial experience  ? 

11.752.  Yes,  Indian  financial  experience;  that  is  so, 
is  it  not  ? — ^Yes,  Indian  special  finance  experience  is  at 
present  wanting. 

11.753.  I  put  to  you  the  same  question  as  I  put  to 
Mr.  Abrahams :  Does  it  not  appear  to  you  anomalous 
that  with  a  Finance  Committee  you  should  take  pains 
to  secure  special  representation  of  Indian  militaiy 
experience  and  special  representation  of  Indian  public 
woi'ks  experience,  but  that  there  should  be  no  repre- 
sentation of  Indian  financial  experience,  either  official 
or  unofficial  ? — I  think  that  is  a  defect,  but  I  would 
rather  consider  that  that  defect  has  been  unavoidable 
at  times.  The  only  way  in  which  you  can  di'aw  that 
special  Indian  financial  experience  is  from  the  Finance 
Depai'tment  of  the  Government  of  India,  and  the 
supply  of  ex-Finance  Ministers,  for  one  reason  and 
another,  has  been  at  times  very  short.  If  you  go  back, 
and  take  the  instances  of  Loi'd  Cromer,  Sir  Auckland 
Colvin,  Sir  David  Barbour,  and  Sir  James  Westland, 
the  only  man  who  was  available  among  those  four  was 
Sir  James  Westland. 

11.754.  Ai"e  there  any  circumstances  which  render  it 
impossible  to  seek  modem  Indian  financial  experience 
outside  the  list  of  ex-Finance  Ministers  ?  It  may  be  a 
question  of  the  remunei-ation  at  present  attached  to  a 
Council  post  ? — That  is  to  say,  outside  of  official 
circles  ? 

11.755.  No.  I  want  for  the  moment  to  confine 
myself  to  official  experience.  I  quite  understand  that 
at  a  particular  moment  an  ex-Finance  Minister  may  not 
be  available,  but  all  experience  of  Indian  finance  is  not 
confined  to  Finance  Ministers,  past  or  present.  Is  there 
anything  in  the  organisation  of  the  Committee  or  of 
the  Council  which  makes  it  impossible,  in  such  a  case, 
to  consider  whether  there  might  not  be  an  official 
representative  outside  the  ranks  of  the  Finance 
Ministers  ? — The  Secretary  of  State  could  select  as  a 
Member  of  Council  an  officer  who  had  been  Comptroller- 
General,  or  who  had  been  Secretary  to  the  Finance 
Department  of  the  Government  of  India. 

11.756.  {Lm-d  Kilbracken.)  Mr.  Finlay  ? — Mr.  Finlay, 
for  instance,  yes. 

11.757.  (Chairman.)  How  would  it  affect  his  cai'eer, 
supposing  the  Secretary  of  State  desired  to  call  to  his 
CouncU  for  the  Finance  Committee  specially  a  member 
of  the  Civil  Service  now  serving  in  India  ? — I  do  not 
think  he  would  have  any  difficulty.  He  could  get  a 
Comptroller- General  or  a  Secretary  to  the  Government 
of  India  who  has  served  his  time  for  pension  in  India, 
and  he  would  have  no  difficulty  in  finding  a  man  to  take 
the  Council. 

11.758.  You  say  in  the  para.  20  (3)  of  your  memoi-an- 
dum  (App.  XXXV.,  p.  697) :  "  The  Secretary  of  State  has 
"  given  much  consideration  to  the  question  whether  a 
"  salary  of  1,200Z.  a  year  and  a  tenure  of  office  limited  in 
"  the  fixst  instance  to  seven  years — the  terms  proposed 
"  for  members  of  Council  generally — may  not  be  found 
"  to  restrict  unduly  his  choice  of  a  finance  member. 


"  The  terms  practically  limit  the  field  to  Indian  public 
•'  servants  who  have  completed,  or  are  on  the  point  of 
"  completing,  their  Indian  service,  and  who  would 
"  have  their  Indian  pension  in  addition  to  the  salary 
"  of  a  member  of  Council."  What  I  wanted  to  ascer- 
.  tain  was  whether  it  was  desirable  that  the  field  should 
be  so  limited  .P — I  think  in  any  amendment  of  the 
Govei-nment  of  India  Act  it  might  be  well  to  take 
power  to  make  an  appointment  without  the  restrictions 
which  apply  to  the  rest  of  the  appointments. 

11.759.  There  has  been  a  good  deal  of  talk  in  con- 
nection with  some  other  branches  of  the  Public  Service 
of  interchange  of  officers.  Has  that  ever  been  dis- 
cussed in  the  India  Office  ? — As  regards  the  establish- 
ment of  the  Secretary  of  State,  thei-e  are  certain  posts, 
such  as  the  Military  SeCretaiy,  the  Revenue  Secretaiy, 
and  the  Judicial  Secretary,  which  are  listed  under 
section  4  of  the  Superannuation  Act  as  appointments 
which  may  be  flUed  outside  the  Civil  Sei-vice  by  per- 
sons possessing  special  qualifications.  In  that  way 
from  tinie  to  time  Indian  civilians  have  been  brought 
into  the  office.  I  was  brought  in  in  that  way  myself. 
As  regards  exchange  the  other  way,  from  our  Office  to 
India,  I  have  thought  about  that,  and  I  have  never 
seen  my  way  clear  to  do  it.  I  do  not  know  really  how 
you  could  employ  a  man  straight  from  this  Office  in 
the  service  of  India  except  in  One  or  two  very  special 
capacities,  those  capacities  involving  a  knowledge  only 
of  the  English  language. 

11.760.  I  was  thinking  a  little  of  the  reverse  pro- 
cess— ^whether  it  might  not  conduce  to  the  smooth 
working  of  the  Indian  Government  if  men  who  had 
passed  the  main  portion  of  their  lives  in  the  Indian 
Civil  Service  were  sometimes  selected  to  come  over 
here  for  a  period  to  see  to  affairs  with  which  they  had 
dealt,  shall  1  say,  froni  the  other  end  of  the  telescope  ? 
— Then  you  would  have  to  fit  them  into  one  of  the 
Departments  of  the  Office. 

11.761.  Of  course,  we  are  concerned  only  with 
financial  organisation  ? — Yes. 

11.762.  Would  it  be  well,  in  youi-  opinion,  or  not, 
that  from  time  to  time  some  rising  officer  of  financial 
experience  in  India  should  be  brought  home  for  five  years 
to  serve  here,  and  then  go  back  to  resume  his  Indian 
service  P — No,  I  do  not  think  it  would  work  very  well. 
Judging  from  my  own  experience,  when  I  came  from 
India  to  this  country,  it  took  me  two  or  three  years 
before  I  quite  understood  the  ground  in  which  I  worked 
here,  and  the  atmosphere ;  it  is  quite  different  from 
the  Indian  one.  A  man  sent  for  five  years  from  India 
would  be  two  or  three  years  in  learning  that. .  Then 
there  is  also  the  difficulty  of  finding  a  special  appoint- 
ment vacant  for  him.  If  he  is  a  supernumerary  you 
have  to  feed  him  with  work,  and  if  he  is  to  take  the 
place  of  somebody  in  the  regular  line,  then  it  is  not 
always  that  you  have  a  place  vacant,  and  promotion  is 
not  very  rapid  in  this  office,  and  it  would  cut  somebody 
else  out  from  promotion. 

11.763.  Of  course,  there  have  been  in  recent  years 
considerable  political  changes  in  India,  into  which  I  do 
not  wish  to  enter  except  to  the  extent  that  it  is 
necessary  in  connection  with  financial  organisation; 
but  I  suppose  you  would  say  that  one  result  of  those 
changes  has  been  to  biing  a  greater  light  of  publicity 
to  bear  upon  all  the  financial  operations,  both  of  the 
Government  of  India  and  of  the  Secretary  of  State  ? — 
Yes. 

11.764.  And  that  educated  public  opinion  in  India 
is  concerning  itself  much  more  than  it  used  to  do,  or  a 
wider  section  of  it  is  concerning  itself  than  used  to  be 
the  case,  with  what  is  done  in  financial  matters  both  at 
home  and  in  India  ? — ^Yes,  that  is  the  case. 

11.765.  Do  you  think  that  the  interchange  of 
opinion,  which  may  have  been  quite  sufficient  in  the 
Old  days,  between  the  authorities  here  and  the  authori- 
ties in  India,  is  quite  sufficient  when  the  authorities 
in  India  are  liable  to  so  much  more  public  criticism, 
and  not  only  that,  but  are  obliged  to  give  answers 
to  the  public  criticism  in  the  Imperial  Legislative 
Council  ? — I  think  the  fullest  possible  interohinge  of 
opinions  is  desirable,  but  I  do  not  know  that  that 
would    be    facilitated    by    bringing   a    comparatively 
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.ivmior    Indian    civilian    for  a   slioi-t  period  into  tl^e 
Finance  DepartmeAt. 

11,766.  Aa  regards  the  extent  to  which  communi- 
cations i)ass  at  the  present  time,  you  have  heard  the 
passage  which  I  read  from  Sir  Gtiy  Fleetwood  Wilson's 
evidence  yesterday,  and  I  shovild  like  just  to  read  you 
one  other  or  two  others,  which  perhaps  make  his  view 
a  little   more  clear.     He   said :    "I  must  point  out, 
•'  dealing   strictly  with  the  position  of  the  Finance 
"  Minister  in  India,  and  his    relations  with  the  India 
•'  Office,  that  under  the  present  arrangement  his  position 
"  is  not  only  a  very  difficult  one,  but  it  is  an  unneces- 
"  sarily  and  an  unduly  difficult  one,  inasmuch  as  he  is 
"  practically  debarred  from  communication  with  any- 
"  body  in  the  India  Office  who  can  reaUy  keep  him  in 
"  touch  with  what  I  should  call,  for  want  of  a  better 
"  term,  the  mind  of  the  Secretary  of  State  and  his 
"  advisei's  in  regard  to  finance  "  ;  and  further  on,  after 
expressing  his  gratitude  for  the  confidence  which  the 
Viceroy  placed  in  him.  and  for  the  support  and  kind- 
ness which  were  given  to  him  by  the  officials  in  India, 
he  says  :  "  But  I  was  always  in  doubt  as  to  whether 
"  I  was  working  on  sound  ground  from  the  English 
"  standpoint.     I  had  served  abroad  in  other  conditions, 
"  I  was  in  South  Africa,  and  I  was  in  Egypt.     On  each 
"  occasion  it  was  permissible  to   communicate  freely 
"  with  home";   and  in  another  place  he  said,  as   I 
think  has  already  been  quoted,  that  he  was  "working  in 
the  dark."     What  do  you  say  about  that  as  a  criticism, 
not  of  individuals  (which  he  was  anxious  not  to  make 
it),   but  as    a  criticism   of  the  system? — As  far  as 
unofficial  correspondence  goes,  I  thmk  that  the  Finance 
Minister  in  India  is  free  to  correspond  with  anybody  in 
this  office,  either  a  member  or  the  Permanent  Under 
Secretary  or  the  Assistant  Under  Secretary  or  the 
Financial  Secretary,  but  it  must  be  regarded  as  private, 
unofficial,  non-committal  correspondence.      I   do  not 
quite  understand  the  statement  that  he  was  working  in 
the  dark,  because  it  is  not  supported  by  any_  particular 
instances  of  matters  in  which  he  was  working  in  the 
dark. 

11,767.  He  did  mention  it ;  he  did  say  :  "  As  it  is. 
"  the  imfortunate  Finance  Minister — ^it  occurred  to  me 
"  — within  three  weeks  may  have  to  alter  his  Budget 
"  from  top  to  bottom  on  two  occasions" — that  is 
how  the  words  have  been  taken  down,  but  I  suppose 
it  should  be :  "  It  occuiTed  to  me  on  two  occasions 
"  within  three  weeks  that  he  may  have  to  alter  his 
•'  Budget  from  top  to  bottom,"  and  he  goes  on  "  and 
"  then  you  do  not  know  whether  you  are  in  accord 
"  with  what  I  may  call  the  ianer  mind,  the  inner 
'■•  consciousness,  of  the  India  Office  and  of  the  people 
"  at  home."  The  suggestion  which  underlay  all  this 
part  of  Sii-  Guy  Fleetwood's  Wilson's  evidence  was 
that  the  organisation  of  the  India  Office  should  provide 
what  he  described  as  an  alter  ego  to  the  Finance 
Minister  in  India— what  I  think  we  often  m  slang 
terms  call  an  opposite  number— with  whom  he  would 
naturally  carry  on  an  unofficial  correspondence  m 
which  doubtful  points  coidd  be  cleared  up,  or  the 
groimd  cotild  be  sounded  before  him  ?— I  think  that  is 
done  with  other  Departments  of  the  Government  ot 
India  In  India  the  Commander-in-Chief,  who  is  also 
the  Member  in  charge  of  the  Army  Depai-tment  is  in 
constant  communication  both  with  our  Military  Secre- 
tai-y,  Sir  Beaitohamp  Duff,  and  also  with  General  bu- 
Charles  Egerton.  -,      ,-,  + 

1]  768  You  see  no  reason  why,  under  the  present 
systeui,  it  should  not  be  done,  so  f ar  aa  it  is  required 
and  within  due  limits,  by  the  Finance  Mimster  ?— Tes, 
and  any  very  .  important  matters,  where  the  Indian 
Government  are  contemplating,  say,  a  large  increase  ot 
taxation  or  a  radical  alteration  of  certam  important 
branches  of  revenue,  would  ordinai-ily  be  mentioned 
by  the  Viceroy  to  the  Secretary  of  State  in  his  weekly 
letter,  or  in  reply  to  a  private  telegi-am.  The  Fmance 
Mimster  would  thus  be  able  to  reach  the  most  authonta- 
tive  soui-ce  and  find  out  what  the  Secretaiy  of  State 
thought  of  the  proposal,  and  whether  he  would  be  able 
to  support  it.  . 

11  769  Still,  assuming  that  the  present  orgamsa- 
tion  continues,  I  think  you  have  said  that  m  yom- 
opinion  it  is  desirable,  other  circumstances  being  eqm, 


that  Indian  financial  experience  should  be  represented 
on  the  Finance  Committee  ? — Tes. 

11.770.  Would  you  agree  that  where  possible  it  is 
desirable  that  unofficial  Indian  experience  should  also 
be  represented  there  ? — If  you  have  a  large  enough 
Council  to  find  a  place  for  it. 

11.771.  Tou  do  think  it  important  that  as  far  as 
possible  Indian  experience  should  be  represented  in  the 
one  ca,pacity  or  the  other  ? — Financial  experience.  I 
think  it  is  desirable ;  at  the  same  time,  I  have  never 
looked  upon  the  Council  as  a  Council  of  specialists.  1 
think  the  aim  of  the  Secretaiy  of  State  has  always  been 
to  select  the  best  man  available  at  the  time,  and  as 
such  persons  vrill  be  practised  administrators  and  will 
have  had  to  do  in  the  course  of  their  service  with 
questions  of  Indian  finance,  they  are  not  without  a 
certain  amount  of  financial  knowledge. 

11.772.  But,  proceeding  on  the  same  lines  of 
choosing  the  best  man  without  regard  to  the  repre- 
sentation of  special  interests,  can  you  conceive  of  a 
Secretary  of  State's  Council  upon  which  there  were  no 
military  men  ? — No,  I  think  that  there  are  certain 
thiugs  which  he  should  look  to.  The  three  essential 
things  generally  are  civil  administration,  military 
affairs,  and  finance  and  oomiaerce.  Those  are  ttie 
three  things  which  ought  to  be  represented  in  the 
Council,  but  as  against  a  third-rate  finance  man,  the 
only  man  available,  and  a  first-rate  administrator,  I 
would  take  the  administrator. 

11.773.  On  the  whole,  therefore,  it  comes  to  this, 
that  you  think  it  one  degree  less  necessary  to  have 
direct  financial  representation  on  the  Council  than  to 
have  direct  military  representation ," — Tes. 

11.774.  If  you  were  ever  unfortunately  reduced  to  a 
condition  of  things  in  which  yoiu-  choice  was  between  a 
third-rate  mUitaiy  member  and  none,  yon  woidd  stUl 
take  the  third-rate  mUitaiy  member? — If  such  a 
condition  of  things  existed. 

11.775.  In  recent  years,  whilst  Indian  financial 
experience  has  not  been  directly  represented  on  the 
Oounpil,  yovi  have  had  London  experience  continuously 
represented  there  ? — Tes. 

11.776.  Tou  would  I  suppose,  agree  with  Mr. 
Abrahams  that  it  is  important  that  London  experience 
should  be  available  in  that  form  to  the  Secretary  of 
State  ? — As  long  as  the  functions  of  the  Council  are  as 
at  present. 

11.777.  The  evidence  which  has  come  before  us  has 
shown  in  some  quarters  a  great  deal  of  jealousy  and 
suspicion,  much  of  it,  I  think,  unfounded,  of  the  sup- 
posed influence  of  the  City  of  London  over  the  action 
of  the  Secretary  of  State.  Tou  woidd  probably  feel 
that  that  criticism  has  been  rather  fed  by  the  absence 
of  any  representation  of  Indian  financial  experience 
in  recent  years  ? — Tes,  that  is  so. 

11.778.  And  perhaps  it  has  been  stiU  fm-ther  fed  by 
the  fact  that  the  Chairman  of  the  Finance  Committee 
has  been  in  recent  years  a  prominent  City  banker  ? — 
Tes. 

11.779.  Do  you  think  that  on  the  whole  it  is 
desirable  that  the  Chairman  of  the  Finance  Committee, 
if  the  Finance  Committee  were  to  continue  as  at 
present,  should  be  a  City  banker  ? — No,  it  is  not  at  aU 
necessary,  and  I  can  see  some  advantages  in  another 
system. 

11.780.  Now  I  would  like  to  turn  to  the  changes 
which  are  contemplated.  Of  com'se,  we  have  nothhig 
to  do  with  those  changes  in  their  non-financial  aspect, 
but  I  am  not  quite  elec|,r,  and  perhaps  you  can  make 
cleaa"  to  us,  what  would  be  the  natural  fi.nancia.1  organi- 
sation as  part  of  the  general  scheme  which  Lord  Crewe 
sketched  to  the  House  of  Lords  ? — On  the  Council  I 
should  hope  to  see  a  member  possessing  Indian  financial 
experience,  and  I  suppose  that  he  would  be  attached,  so 
to  say,  to  the  Finance  Department ;  that  is  to  say,  the 
cases  which  now  go  to  the  Finance  Committee  would 
normally  go  to  him,  As  to  whether  there  would  be 
a  Finance  Committee  to  which  cases  would  always  be 
referred,  of  which  he  would  be  the  Chairni3'n,  it  is 
difficult  at  pi-esent  to  say,  but  I  shovdd  think  that  if 
there  were  not  a  standing  committee  for  all  impoitant 
cases  there  would  be  ad  hoc  committees. 
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11.781.  I  think  we  have  got  it  from  you  that  you 
feel  it  desu-able  to  combine,  if  possible,  Indian  financial 
experience  and  London  financial  experience  ? — On  the 
small  council  which  is  contemplated  of,  say,  eight 
members,  it  is  rather  difl&cult  to  find  room  for  the  City 
member  as  well  as  the  Indian  finance  member. 

11.782.  That  is  what  I  thought  ?— We  must  have 
an  Indian  finance  member,  because  he  must  necessarily 
be  a  whole-time  member,  and  a  City  man  cannot  be 
that ;  and  again,  the  City  man,  as  I  have  explained  in 
the  memoi-andum,*  is  not  conversant  with  a  gi-eat  deal 
of  the  detailed  finance  work  of  India ;  he  knows  only 
the  English  aspect  of  it. 

11.783.  Lord  Crewe  has  invited  an  expression  of 
opinion  from  us  on  these  changes  as  they  affect  finance. 
If  they  are  caiTied  thi-ough,  mil  you  be  able  to  combine 
youi"  access  to  City  experience  with  your  new 
organisation  ? — I  think  that  is  a  point  upon  which  he 
would  be  glad  to  be  advised  by  the  Commission.  If  it 
is  necessary  to  have  a  City  member  recognised  as  a 
half-time  member,  he  would  have  to  be  over  and  above 
the  complement  which  otherwise  we  should  consider 
necessary.  If  we  had  eight  members  without  a  City 
member  we  should  probably  have  nine  members ;  but 
Loi'd  Crewe  would  be  glad,  I  think,  if  any  plan  could 
be  suggested  by  which  we  might  be  able  to  have  access 
to  advice  of  the  kind  othei-wise  than  by  adding  a 
City  member  to  his  Council,  because  the  Council  which 
he  contemplates  is  -i  whole-time  Council,  and  the  City 
member  in  those  circumstances  would  be  I'ather 
abnormal ;  also  because  on  a  small  Council  he  would 
have  voting  power — ^increased  voting  power  ascompai-ed 
with  what  he  has  now. 

11.784.  Do  I  understand  that  in  the  general  organi- 
sation of  the  Ofiice  the  Committees  which  at  present 
exist  would  disappear  under  the  new  scheme  ? — 
They  would  probably  disappear,  I  should  think,  as  a 
machine  for  taking  all  the  oases,  but  I  imagine  they 
would  be  resorted  to  a  great  deal  just  as  they  are  in 
the  Admiralty. 

11.785.  That  is  to  say,  at,any  moment  the  Seci'etary 
of  State  might  set  up  a  Committeee  to  deal,  with  a 
particular  proposal,  or  a  particular  set  of  suggestions  ? 
— ^Tes.  In  the  Admiralty  they  have  a  large  number  of 
committees,  some  standing,  some  ad  hoc  committees, 
and  I  can  quite  imagine  a  system  under  which  we 
should  have  committees  for  important  work — small 
committees.  There  might  be  a  standing  Finance 
Committee. 

11.786.  Suppose  it  were  desirable  to  establish  a 
standing  Finance  Committee,  does  that  involve  any 
alteration  in  the  legislation  which  now  governs  the 
Council  ?  I  understand  the  present  Finance  Com- 
mittee must  be  drawn  from  Members  of  the  Council  ? 
—Yes. 

11.787.  Suppose  it  were  desired  to  constitute  a 
permanent  standing  Fuiance  Committee  of  whom  the 
Chairman  only  would  be  a  Member  of  the  Council, 
would  that  require  legislative  sanction  ? — I  think  when 
the  India  Act  of  1858  is  amended  it  will  be  amended  in 
such  a  way  as  to  leave  the  Secretaiy  of  State  to  deal 
with  the  committee  question  as  he  chooses.  He  could, 
of  course,  constitute  a  Committee  consisting  of  others 
than  Members  of  the  Council.  The  only  difficulty  I 
see  is  that  a  recommendation  of  the  Committee  would 
be  made  by  others  than  Members  of  the  Council,  and 
the  deciding  power  ultimately  is  the  Council. 

11.788.  That  would  not  be  at  all  a  novelty  in  oiir 
Government,  would  it  ? — No,  I  do  not  think  it  would. 

11.789.  Nor  in  business  affairs  ? — No. 

11.790.  {Lord  Faber.)  If  you  had  a  small  committee 
of  that  sort  and  they  came  to  a  decision  and  recom- 
mended that  decision  to  the  Council,  I  suppose  you 
would  allow  them  to  put  their  views  to  the  CouncU 
personally,  and  not  merely  to  present  a  report  to  the 
Council,  because  it  would  make  a  difference  if  you  did 
not  see  the  men  and  talk  to  them  F — Under  the  Council 
system  the  only  persons  who  can  take  part  in  the 
discussions  are  Members  of  the  Council. 

11.791.  I  think  that  is  a  diuwback,  because  written 
advice  under   certain   cucumstances  is  not  nearly  so 
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powerful,  or  so  useful,  as  when  you  see  the  men  them- 
selves and  talk  to  them  ? — No. 

11.792.  (Chairman.)  You  would  have  the  Chairman 
of  the  Committee,  of  com-se,  present  at  the  Coimcil ; 
but,  of  com-se,  he  might  not  agree  with  the  recom- 
mendation of  the  Committee.  Would  there  be  any 
difficulty  in  such  a  case,  if  the  Secretaiy  of  State 
thought  it  well,  in  inviting  the  attendance  of  the  other 
members  of  the  Committee  before  the  Council  in  order 
that  the  matters  might  be  argued  by  the  Committee  in 
the  presence  of  the  Council  ? — That  would  be  possible, 
but  it  is  hardly  compatible  with  the  system  established 
by  the  Act  of  1858. 

11.793.  Can  you  tell  me  (because  I  think  it  is 
impoi-tant  from  our  point  of  view  in  considering  the 
financial  organisation)  what  is  the  object  of  this  re- 
organisation ?  Is  it  expedition  ? — Expedition,  and  an 
increased  individual  responsibility. 

11.794.  Such  a  reorganisation  would,  I  think  you 
said,  necessarily  involve  that  the  member  of  the 
Covmcil  charged  with  finance  should  be  a  whole-time 
sei-vant  ? — Yes. 

11.795.  I  am  not  quite  clear  what  his  relation  would 
be  to  the  existing  Finance  Department  ? — My  idea  is 
that  it  should  be  rather  similar  to  what  prevails  in 
the  Admii-alty.  The  financial  work  would  come  to  the 
Under  Secretary  fii-st,  or  would  go  to  the  Secretary  of 
State  if  it  was  important  enough  for  him  to  see  in  the 
first  place,  and  then  it  would  be  marked  on  to  the 
finance  member.  If  it  affected  two  departments,  or 
three  departments,  it  would  be  marked  to  those  two 
members  or  three  members. 

11.796.  Would  not  the  Admiralty  routine  be  a 
Uttle  different ;  would  not  a  paper  there  go  in  the 
fii'st  instance  to  the  financial  authorities  and  only 
come  up  to  the  First  Lord  after  the  Financial 
Secretary  had  expressed  an  opinion  on  it  ? — Probably 
that  is  the  case,  but  the  Secretary  of  State  at  present 
is  solely  responsible  for  the  administi-ation  of  India. 

11.797.  Yes,  I  think  he  is  very  much  in  the  position 
of  the  First  Lord  of  the  Admii-alty,  as  I  understand. 
The  First  Lord  is  responsible  to  Parliament,  but  he 
may  allot  business  within  certain  limits  as  he  pleases 
in  the  office  ? — Yes,  it  would  be  a  question  of  pro- 
cedure whether  it  should  go  to  the  Seci-etaiy  of  State. 
I  think  in  really  important  cases  it  ought  to  go  first 
to  the  Secretaiy  of  State 

11.798.  Then  as  regai-dsthe  other  parties  now  repre- 
sented on  the  Finance  Committee,  you  have  there  a 
representation  of  military  expeiience  and  of  public 
woi'ks  experience.  Of  coui-se.  it  is  obvious  that  both 
military  questions  and  public  works  questions  must 
constantly  involve  very  serious  financial  questions. 
How  would  that  experience  be  made  available  under 
such  a  reorganisation  as  you  have  described  ? — Any 
militaiy  case  would  be  mai'ked  first  to  the  military 
membei-,  and  then  afterwards  to  the  finance ;  and 
similarly  with  the  public  works.  I  suppose  those  two 
members  in  dealing  with  it  would  meet  and  talk  over 
the  matter. 

11.799.  Pi-actically  the  result  would  be  that  in  each 
case  the  place  of  the  Committee  would  be  taken  by  an 
individual  ? — ^Yes,  so  fai'  as  the  committees  are  not 
permanently  constituted. 

11.800.  But  it  is  not  incompatible  with  the  scheme 
that  attached  to  a  Member  of  Council  like  the  Finance 
Member  there  should  be  a  standing  Committee  of 
Finance? — I  think  that  would  be  quite  compatible 
with  the  scheme,  and  I  think  I  could  imderstand  a 
Secretary  of  State  preferiing  that. 

11.801.  I  think  in  your  memoi-andum  you  di-aw  om- 
attention  to  the  fact  that  all  these  proposals  might  be 
seriously  modified  if  a  State  bank  were  created  (pai-a.  20, 
p.  696)  v— Yes. 

11.802.  That  is  to  say,  if  a  State  bank  relieved  the 
Secretaiy  of  State  of  the  management  of  the  balances 
and  of  the  sale  of  Council  biUs,  and  so  forth,  then  you 
would  propose  a  different  organisation  altogether  ? — 
Not  necessarily.  I  think  it  would  only  follow  that  the 
City  Member  might  no  longer  be  necessaiy,  or  might 
not  be  necessary  to  the  same  extent  that  he  is  at 
present. 
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11.803.  In  ttg;  case  you  would  rely  in  the  Financial 
Department  whoUy  upon  the  CivU  Service,  whether 
Anglo-Indian  or  English,  and  would  not  need  the  kiad 
■of  outside  assistance  which  is  now  requu-ed  from  the 
City  ? — That,  I  think,  is  our  view. 

11.804.  {LordFaber.)  Considering  how  very  difficult 
some  of  the  finance  connected  with  India  is,  do  you 
not  think  it  would  be  wiser  rather  to  enlarge  the 
•Committee  and  make  room  for  the  two  members 
suggested,  one  a  member  with  Indian  financial  official 
experience,  and  the  other  with  up-to-date  London 
experience ;  because  after  all,  if  you  get  the  right 
financial  men,  I  apprehend  that  their,  opinion  with 
the  general  Indian  opinion  on  the  Council  would  be 
valuable  too.  At  any  rate,  I  think  you  cannot  afford, 
■can  you,  to  ignore  the  financial  side  of  this  vei-y 
important  matter,  because  it  is  very  difficult  even  to 
men  like  BiyseM  who  ought  to  know  a  Httle  about 
finance.  I  think  it  is  important  that  you  should 
have  two  financial  men  there  of  the  kind  that  you 
intimate  ? — That  makes  the  reduction  of  the  Council 
rather  difficult,  and  we  should  have  two  men  who  are 
not  charged  with  any  departmental  work,  that  is  to 
say,  the  City  Member  and  the  non-official  Indian 
Financial  Member,  if  that  is  what  is  suggested. 

11.805.  Ton  would,  but,  as  I  understand,  the 
Indian  Member  with  Indian  experience  you  would  be 
.able  to  make  use  of  in  the  office  itself,  would  you  not  ? 
— As  consulting  members  a  City  Member  and  a  member 
with  uon-official  Indian  financial  knowledge  would  both 
be  very  useful,  but  they  could  not  be  specially  attached 
iio  a  department  to  be  responsible  for  the  work  passing 
from  that  department ;  they  would  have  to  be  attached 
-to  the  official  Finance  Member  in  some  form  or  other. 

11.806.  (Chairman.)  Of  course,  if  you  had  an 
,  Anglo-Indian  official  you  could  make  him  a  whole-time 

servant,  I  understand  ? — Tes. 

^Chairman.)  What  Sir  Thomas  Holdemeas  is  saying 
is  that  if  you  brought  home  an  Indian  merchant  or  an 
Indian  banker  and  invited  him  to  come,  you  could  not 
mak-e  him  a  whole-time  servant. 

11.807.  (Lord  Faber.)  I  do  not  propose  to  do  that. 
My  view  is,  I  think,  the  view  held  by  the  Chairman, 
-that  you  should  have  one  Indian  with  official  financial 
-experience.  He  would  be  attached  the  whole  time  to 
you.  The  London  City  man  would  not  be  attached, 
but  there  are  many  men  who  would  value  a  position  of 
that  sort,  and  would  do  the  necessary  work  very 
.gladly.  It  would  not  be  a  question  of  what  the  man  , 
-was  paid  at  all  ? — No,  I  could  conceive  a  small  council 
with  finance  only  represented  by  an  Indian  official,  and 
an  outside  organisation  which  you  may  call  an  advisory 
■committee. 

11.808.  The  objection  to  that  is  the  objection 
which  you  made  yourself,  that  they  are  not  in  tcfuoh 
■with  the  Council  in  person  ? — They  are  not  in  touch 
-with  the  Council  in  person,  and  they  would  not  be 
charged  with  the  direct  responsibility  which  lies  on  a 
Hember  of  Council. 

11.809.  I  would  rather  have  a  Member  of  Council 
who  could  lay  his  views  before  the  Council  and  who 
has  London  experience  ? — Then  he  must  be  brought 
into  the  Council,  and  you  must  accept  the  fact  that 
he  would  be  a  half-time  man  only. 

11.810.  (Mr.  Keynes.)  Ton  contemplate,  I  think, 
that  the  Member  of  Council  who  is  attached  to  the 
Tinance  Department  should  always  be  an  ex-Indian 
Civil  Servant  ? — I  would  not  say  always,  but  I  cannot 
well  conceive  any  alternative. 

11.811.  In  spite  of  your  view  that  it  is  not  always 
■easy  to  get  such  persons  ? — Quite  so. 

11.812.  If  the  project  of  the  small  Council  were 
adopted,  you  would  have  neither  your  Member  of  com- 
mercial Indian  experience  nor  yjur  Member  of  City 
■experience ;  both  of  them  would  be  eliminated  ? — That 
is  assuming  that  we  do  noc  have  a  City  Member. 

11.813.  It  is  i-ather  an  imporbant  pdnt — I  think 
you  answered  it,  but  I  want  to  be  quite  clear — as  to 
the  relationship  between  the  member  attached  to  the 
department  and  the  permanent  head  bf  the  depart- 
ment. Will  the  permanent  head  of  the  department 
have  the  right  to  send  papers  forward  to  the  Under 
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Secretary  and  the  Secretary  of  State  before  the  Mem- 
ber of  Council  has  seen  them,  or  after  ? — -My  view  is 
that  they  should  be  sent  to  the  Permanent  Under 
Secretary  invariably  in  the  first  instance  before  they 
go  to  the  Member. 

11.814.  That  is  exceedingly  important  if  one  is 
thinking  what  the  position  of  the  permanent  head  of 
the  department  wUl  be,  is  it  not? — Quite  so.  The 
constitution  has  not  been  finally  worked  out,  but  my 
view  is  that  the  proper  procedure  is  that  the  papers 
in  all  cases  should  go  foom  the  department  to  the 
Permanent  Under  Secretary  before  they  go  to  the 
Member. 

11.815.  (Lord  Kilbracleen.)  The  Member  of  Council 
would  simply  take  the  place  of  the  Committee ;  is  not 
that  so  ? — That  is  my  view. 

11.816.  (Mr.  Keynes.)  So  far  as  the  object  is  to 
expedite  financial  business,  is  there  any  reason  why  at 
present  the  Finance  Committee  should  not  meet  twice 
a  week  ? — It  is  quite  possible. 

11.817.  Is  any  useful  purpose  served  by  the 
practice  of  leaving  papers  on  the  Council  table  for 
an  interval  of  a  week,  I  think  it  is,  after  they  have 
passed  through  the  other  formalities  ? — ^It  is  the 
alternative  procedure  to  putting  them  before  a  meeting 
of  Coimcil,  and  with  unimportant  papers  the  simplest 
way  is  to  table  them  instead  of  putting  them  before 
a  Meeting  of  Council.  For  pressing  matters  there  is 
an  urgency  procedure  by  which  we  can  get  papers 
out  at  once. 

11.818.  I  do  not  know  what  the  early  history  of  the 
Council  is,  but  is  not  the  existing  procedure  largely 
based  on  the  hypothesis  that  Members  of  Council  are 
not  in  very  regular  attendance  at  the  office .' — Tes, 
as  regards  Committee  work. 

11.819.  And  also  that  papers  must  lie  on  the 
Council  table  for  a  good  long  time  if  it  is  to  be  certain 
that  every  Member  of  the  Council  is  to  have  an  oppor- 
tunity of  looking  at  them  ? — I  si4)p6se  that  was  the 
idea.  I  think  an  interval  of  some  days  was  considered 
to  be  necessary  to  give  all  the  Members  of  Council  an 
opportunity  of  seeing  them.  It  is  provided  by  the 
Government  of  India  Act  of  1858.  The  practice  is  of 
very  old  standing. 

11.820.  But  if  the  assumption  were  made  that 
Members  of  Council  are  in  very  regular  attendance  at 
the  Office,  a  great  deal  of  the  present  jirocedure  could 
be  expedited  P^There  would  be  ho  difficulty  at  all  in 
shortening  the  period  of  seven  days  to  three  days,  or 
some  similar  period,  btit  it  would  need  an  alteration 
of  the  law. 

11.821.  And  also  increasitig  the  frequency  with 
which  Committees  meet? — ^Tes,  that  is  within  the 
discretion  of  the  Secretary  of  State.  He  can  require  a 
committee  to  meet  every  day. 

11.822.  Is  the  possibility  of  expediting  business  very 
much  involved  in  your  mind  in  the  new  proposals,  or 
do  you  think  there  are  other  ways  of  effecting  it  ? — It 
would  be  expedited  in  this  way,  that  a  great  mass  of 
unimportant  business  instead  of  goitig  bef  6re  the  Com- 
mittees, and  being  discussed  at  length  and  prdbably 
remanded  for  a  week  or  a  couple  of  ■rt'eeks,  would  be 
dealt  with  by  a  single  Member,  probably  in  the  course 
of  a  day, 

11.823.  But  you  wonld  al*ays  have  that,  would  you 
not,  if  the  Chairman  of  the  Committee  were  empowered 
to  mark  papers  on  and  to  take  the  view  that  his  Com- 
itiittee  would  not  wish  to  see  them  in  detail  ? — That 
arrangement,  no  doubt,  wotdd  bepossible  if  the  preseilt 
statutory  requirements  were  modified. 

11.824.  I  wanted  to  ascertain  h6w  far  there  were 
other  objects.'  .  It  appears,  prima  facie,  that  it  is  rather 
a  far-reaching  scheme  if  the  only  object  is  to  expedite 
business  ? — To  expedite  business  and  also  to  fix  indi- 
vidual responsibility  to  a  greater  extent  than  is  the 
case  at  present. 

11.825.  (Sir  Shapurji  Broacha.)  How  many  mem- 
liers  of  Council  has  the  Secretary  of  State  ?  — At 
present  ? 

11,826^  Tes,  independent  of  finance? — Including 
everybody  there  are  at  present  10  members. 
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11.827.  And  there  are  10  members  on  the  Finance 
Council,  I  suppose  ? — On  the  Council  of  the  Secretary 
of  State  there  are  10  members. 

11.828.  {Lord  Kilbrachen.)  What  is  the  maximum 
by  law  ? — Fourteen  imder  the  existing  Act.  We  are 
now  at  the  minimum. 

11.829.  {Chairman.)  On  the  Finance  Committee 
how  many  are  there  ? — Five  members  at  present. 

11.830.  Five  out  of  the  10  existing  members  of  the 
Council  form  the  Finance  Comtmittee  ? — Tes. 

11.831.  {Sir  Shapv/rji  Broacha.)  You  do  not  call  the 
Chairman  of  the  Finance  Committee  a  member  of  the 
Council,  do  you  ? — Tes,  he  is  a  member. 

11.832.  Including  him  there  are  10  ? — Tes. 

11.833.  And  then  there  are  10  members  now  on  the 
Finance  Committee? — No,  five  members  of  the  com- 
mittee and  10  members  on  the  Secretary  of  State's 
Council. 

11.834.  Is  the  composition  of  the  Committee 
periodically  considered .'' — Every  year  the  Committees 
are  reviewed  and  alterations  made  in  the  conetitution 
of  the  Committees. 

11,836.  Of  course,  those  who  have  financial 
experience  are  sent  to  the  Finance  Committee? 
—Tes. 

11.836.  Ton  have  two  Indian  Members  on  the 
Council  ?— Tes. 

11.837.  Are  they  selected  for  any  partictilar 
qualification? — Selected  for  the  Council,  do  you 
mean  ? 

11.838.  Tes  ? — They  have  no  special  financial 
quaUflcation. 

11.839.  But  what  qualification  have  they  ? — They 
are  not  selected  for  any  special  business ;  they  are 
selected  as  probably  the  best  Indians  available.  The 
selection  is  that  of  the  Secretary  of  State. 

11.840.  The  best  Indians  available  for  what  quali- 
fication?— ^For  advising  the  Secretary  of  State 
generally  on  Indian  business. 

11.841.  Or  is  it  because  they  are  safe  and  must 
belong  to  a  certain  commimity  ? — Certainly  both  the 
great  religious  communities  of  India  are  represented. 

11.842.  If  there  is  another  conununity  there  with 
a  member  of  fit  qualification,  I  suppose  he  is  not  taken 
from  it,  but  from  the  two  large  communities,  Moham- 
medans and  Hindus  ?  —  One  of  the  Members  happens 
to  be  a  Mohammedan,  and  the  other  happens  to  be  a 
Hindu,  but  there  is  no  reason  why  these  two  appoint- 
ments should  always  be  distributed  in  that  way. 

11,843!  I  think  in  both  communities  there  are 
people  of  good  financial  ability.  Why  not  select  one 
with  ^nancial  ability  to  give  confidence  to  the  large 
number,  of  articulate  people  of  whom  the  Chairman 
just  now  spoke  ? — The  appointment  of  Members  rests 
wholly  with  the  Secretary  of  State,  and  in  making  an 
appointment  he  has  to  consider  many  things. 

11.844.  Of  course,  we  know  that  all  the  appoint- 
ments are  made  by  the  Secretary  of  State,  and  we  are 
considering  what  appointments  should  be  made  on  the 
Finance  Committee,  ,  and  we  are  considering  what 
selections  shoiild  be  taken  from  India.  Could  not  that 
be  done  ?  Could  not  you  select  as  one  of  those  Indian 
Members  a  man  with  financial  experience  ? — I  have  no 
doubt  it  might  be  desirable,  but  at  the  same  time  I  do 
not  see  how  you  can  fetter  absolutely  the  discretion 
of  the  Secretary  of  State  as  to  the  selection  of  the 
Members. 

11.845.  Ton  have  been  talking  of  a  State  bank. 
Will  a  State  bank  reduce  the  expenditure  in  the  office 
in  any  way  ? — Not  materially  as  far  as  I  can  see. 

11.846.  I  do  not  think  it  would  in  any  way.  I  do 
not  think  you  want  to  extinguish  any  department  ? 
—No. 

11.847.  {Mr.  Gillan.)  It  is  the  case,  is  it  not,  that 
the  Secretary  of  State's  powers  are  different  in  financial 
and  in  non-financial  matters  ? — Tes. 

11.848.  In  non-financial  matters  he  acts  for  him- 
self ? — He  can  overrule  the  Council. 

11.849.  In  financial  matters^ — or  is  it  in  matters  of 
expenditjire — ^he  acts  as  Secretary  of  State  in  Coun- 
cil ? — In  financial  matters  he  is  bound  by  the  majority 
of  votes  of  the  Members  present  at  the  meeting. 


11.850.  There  is  another  distinction  which  suggests 
itself  as  possible ;  I  do  not  know  whether  it  is  correct. 
It  may  be  put  in  this  way,  that  in  non-financial 
matters  the  Secretary  of  State  is  really  considering 
the  action  to  be  taken  by  the  Government  of  India — 
that  other  Departments,  non-financial  Departments  in 
fact,  in  the  India  Office,  are  not  executive  Depart- 
ments, and  that  the  Finance  Department  is  executive 
in  the,  sense  that  it  has  to  do  the  whole  of  the  home 
business  of  the  Government  of  India  ? — ^I  do  not  think 
that  distinction  really  holds. 

11.851.  Tou  think  not?— No.  There  may  be 
administrative  matters  not  touching  finance;  for  in- 
stance, an  alteration  in  the  Code  of  Criminal  Procedure 
or  the  Penal  Code,  or  a  number  of  things  in  which  you 
are  touching  the  whole  administration  of  India,  but 
which  have  no  financial  aspect. 

11.852.  That  is  hardly  my  point.  In  those  matters 
the  Secretary  of  State  could  give  directions  for  certain 
action  to  be  taken  in  England  .•* — Tes. 

11.853.  But  in  financial  matters  there  is  a  large 
field  in  which  he  has  himself  to  take  action  here,  in 
England  ? — That  is  true,  but  that  is  not  the  reason  for 
the  distinction  in  the  Act. 

11.854.  No,  I  was  putting  it  as  another  distinction  ? 
— ^Tes,  it  is  a  distinction,  certainly. 

11.855.  What  was  in  my  mind  was  this,  that, 
whatever  reasons  may  be  given  for  adopting  repre- 
sentation of  members  in  charge  of  other  departments, 
possibly  there  might  in  that  distinction  exist  a  special 
reason  for  taking  that  course  in  regard  to  financial 
matters? — ^Tes,  but  there  are  many  Indian  matters 
besides  finance  that  concern  this  country  as  well  as 
India  with  which  the  Secretary  of  State  and  the 
.members  of  his  Council  have  to  deal. 

11.856.  Tou  think  there  is  not  much  in  that  dis- 
tinction ?- — 1  do  not  think  there  is  much  in  it. 

11.857.  {Lord  Kilbracken.)  Tou  said  that  you  did 
not  attach  much  importance  to  the  principle  of  repre- 
sentation on  the  Council  ? — No,  not  representation  by 
specialists. 

11.858.  But  is  it  not  the  case  that  that  representa- 
tion has  generally  been  recognised  as  rather  important  ? 
— In  its  main  outlines;  that  is  to  say,  you  want  to 
provide  for  the  civil  administration,  for-  the  military 
administration,  and,  if  you  can,  for  the  finance. 

11.859.  I  am  speaking  now  of  the  past.  Official 
Indian  experience  and  non-official  Indian  experience 
would  generally  be  thought  important  enough  to  have 
representatives  on  the  Council  ? — ^Tes,  that  is  so. 

11.860.  And  then  the  City  has  had  representation 
for  more  than  30  years,  certainly ;  and  the  Presidencies  ? 
— To  a  certain  extent. 

11.861.  I  think  the  Presidencies  are  represented 
now  ? — Tes,  they  are,  but  as  regards  the  civil  adminis- 
tration,  the  main  consideration  with  the  Secretary  of 
State  has,  I  think,  been  to  select  the  best  men 
available  in  India. 

11.862.  Of  course,  a  great  deal  of  importance  is. 
attached  to  that,  but  still,  the  idea  of  representation  is 
distinctly  recognised  ? — ^Tes,  in  the  early  stages  of  the 
history  of  the  Council. 

11.863.  In  all  those  points  which  I  have  mentioned — 
military,  finance,  Indian  administration.  Presidencies^ 
City,  and  official  and  non-official  Indian  financial, 
experience — that  has  been  the  practice,  has  it  not  ?- — I 
am  not  sure  whether  very  much  importance  has  been 
attached  to  Presidency  representation.  It  is  clear  you 
cannot  represent  all  the  Provinces. 

11.864.  No,  but  the  Presidencies  ?  —  The  three- 
Presidencies  probably  would  have  representatives  on 
the  Council. 

11.865.  Are  you  in  favour  of  a  system  of  whole- 
time  Members  of  Council? — ^I  am  in  favoiir  of  it  to 
this  extent,  that  I  think  Members  ought  to  understand 
that  their  tinie  is.  at  the  disposal  of  the  Secretary  of 
State. 

11.866.  Has  not  that  been  understood  in  the  past 
except  with  regard  to  the  City  Member,  who  stands  on.' 
a  somewhat  exceptional  ground? — It  may  have  been 
loosely. 

11.867.  What  you  want  is  a  Uttle  speeding  up  ? — 
More  or  less  a  daily  attendance,  I  think. 
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11.868.  Wo\ild#you  be  in  favoiir  of  increasing  the 
pay  ? — I  think  the  pay  ought  certainly  to  be  brought 
back  to  its  old  level  of  1,200Z.  per  annum. 

11.869.  Do  you  think  that  the  present  pay  of 
1,000Z.  a  year  for  seven  years  is  sufficient  to  attract  the 
best  men  from  India?— Not  always,  I  have  known 
instances  to  the  contrary. 

11.870.  As  to  the  Finance  Committee  which  you 
sketched  out,  which  used  to  be  composed  of  the 
Finance  Member  a,s  Chairman  and  of  other  individuals, 
■what  sort  of  Members  were  you  thinking  of  besides  the 
Chairman  ? — ^Do  you  mean  as  at  present  ? 

11.871.  No,  under  the  new  scheme  ? — ^It  is  not  yet 
definitely  decided  whether  we  should  have  Committees 
or  not,  but,  assuming  that  there  is  a  Finance  Commit- 
tee, the  Committee  would,  I  suppose,  be  constituted  of 
the  Finance  Member  and  of,  say,  two  other  Members, 
one  of  whom  would  be  the  City  man  ;  or  you  might  have 
four  Members  altogether. 

1,1,872.  But  what  sort  of  men  have  you  in  your 
mind? — Tou  would  have  to  take  them  out  of  the 
Council. 

11.873.  I  thought  they  were  to  be  outsiders.  I  am 
speaking  now  of  the  Finance  Committee.  On  it,  of 
course,  you  would  have  the  Finance  Member  as  Chair- 
man ? — Yes. 

11.874.  Who  would  the  other  Members  be — what 
sort  of  men  ? — The  other  Members  would  be  Members 
of  Council. 

11.875.  But  no  outsiders  ? — No  outsiders.  That 
was  only  a  suggestion  which  I  threw  out  to  Lord 
Faber,  that  it  might  be  possible  to  have  an  Advisory 
Committee  for  certain  matters  of  finance  ;  but  I  do  not 
think  there  is  very  much  in  that  suggestion.  It  is 
open  to  many  objections. 

11.876.  Do  you  attach  importance  to  the  Com- 
mittee system — ^to  the  discussion  of  measures  in 
Committee  ? — In  the  larger  questions  I  certainly  do, 
but  there  is  a  great  deal  of  work  which  goes  before  the 
Committees,  and  which  has  to  go  to  them  under  the 
present  system,  which  need  not  go,  in  my  opinion. 

11.877.  Why  do  you  say  it  has  to  go  ?  No  business 
need  go  to  the  Committee  unless  it  is  sent  there  by  the 
Secretary  of  State  or  the  Under  Secretary  ?— No,  but 
if  the  alternative  procedure  is  adopted,  and  it  is 
marked,  say,  to  the  table,  it  lies  there  for  seven  days. 

11.878.  It  need  not;  it  might  be  marked  to  the 
Council  ? — I  was  thinking  of  the  unimportant  matters 
which  need  not  really  go  to  a  meeting  of  the  Council. 
The  alternative  then  is  to  table  the  case — to  put  it 
on  the  Council  table— and  if  it  does  not  go  to  the 
Committee,  and  is  simply  passed  on  to  the  Council 
table,  you  run  the  risk  of  having  some  of  the  Members 
objecting  to  orders  which  are  proposed  to  be  issued, 
and  then  you  get  a  greater  delay  than  if  you  send  the 
case  at  once  to  the  Committee. 

11.879.  If  you  do  not  seud  it  to  the  Committee,  and 
do  send  it  to  the  Council  ?— If  you  do  not  send  it  to  the 
Committee  but  put  it  on  the  CouncU  table,  you  run  the 
risk  in  the  seven  days  of  having  your  orders  objected 
to. 

11,880'.  But  I  suppose  the  great  majority  of  papers 
■  which  are  sent  to  the  table  are  papers  as  to  which  it 
does  not  matter  in  the  least  whether  they  he  for  a  week 
or  for  three  days  .P— Yes,  a  great  many  papers  do  go 
there  without  going  to  the  Committee,  but  I  am 
referring  more  particularly  to  certain  other  papers 
which  ought  to  be  seen  by  one  member  of  the  CouncU 
at  least,  and  which  go  to  a  Committee  at  present,  and 
which  are  often  talked  over  at  very  considerable  length. 

11  881  But  as  a  rule  the  discussions  m  Committee 
are  extremely  useful,  are  they  not  ?— Yes,  T  agree. 

11882  Do  you  consider  that  there  is  any  single 
member  who  would  be  an  adequate  substitute  for  the 
Committee  ?— In  the  smaller  matters  I  thmk  he  would. 
In  the  larger  matters  it  is  possible  that  Committees 
may  be  desirable,  and  even  if  they  should  not  be 
considered  desu-able,  there  will  be  under  the  contem- 
plated new  procedure  in  nearly  all  important  matters 
the  opinions  of  at  least  two  members,  because  all 
important  matters  touch  two  depai-tments,  or  generally 
do. 


11.883.  Yes,  but  two  members  are  hardly  enough  to 
form  a  Committee  to  begin  with;  and  would  you 
suggest  that  those  two  members  should  always  meet 
and  discuss  business  in  the  way  that  Committees  now 
discuss  business,  or  would  it  all  be  done  imder  hand 
and  seal  ? — ^That  would  depend  upon  the  regulations 
which  the  Secretary  of  State  in  Council  might  make. 

11.884.  But  we  want  to  get  some  idea  of  how  it 
would  work.  Are  you  dissatisfied  -vyith  the  present 
system  of  transacting  business  as  it  stands  ? — No,  on 
the  whole  I  think  it  is  good.  There  is  a  certain 
amount  of  unnecessary  delay  and  f  ormaJism  in  various 
ways  which  is  due  to  the  Act. 

11.885.  But  still,  a  good  deal  could  be  done  without 
amending  the  Act  in  any  way?— rYes,  a  good  deal 
could  be  done,  but  the  Act  is  a  pretty  stringent  one. 

11.886.  The  business  which  has  to  be  transacted 
generally  has  some  reference  to  the  mails,  has  it  not  ? 
I  mean  most  of  the  business  is  with  India  ? — Yes. 

11.887.  And  therefore;  if  th^e  is  a  mail,  you  have  a. 
week  ? — -Yes,  and  for  that  reason  the  Council  meeting^ 
generally  is  in  ■  the  early  part  of  the  week,  so  that  we 
have  three  clear  days  to  get  ofE  despatches  to  India. 

11.888.  But  that  rather  affects  the  question  of 
urgency,  does  it  not ;  I  mean  you  cannot  proceed  with 
the  same  despatch  in  your  correspondence  with  India 
as  you  can  when  you  are  corresponding  with  another 
Department  in  this  country  ? — ^Not  when  you  correspond 
by  despatch ;  but  we  do  a  good  deal  of  the  work  by 
telegram. 

11.889.  And  arrangements  are  made  largely  with 
reference  to  the  Indian  mail,  I  suppose  ? — ^We  endeavour- 
to  make  our  procedure  as  expeditious  with  regard  to- 
mails  as  we  can. 

11.890.  You  think  that  an  amendment  of  the  Act 
is  required,  but  probably  only  in  small  matters,  matters- 
of  form  ? — The  present  procedure  could  be  improved 
by  an  amendment  of  the  Act  in  small  matters,  but  the 
view  of  the  Secretary  of  State  is  that  a  larger  and  more 
radical  amendment  of  the  Act  is  required  if  he  is  to  get 
increased  efficiency  and  more  rapidity  out  of  his.- 
Council. 

11.891.  (Chairman.)  I  should  like  to  ask  one  or  two 
more  questions.  I  can  quite  understand  the  objections 
which  I  think  you  have  pointed  out  to  us  to  being 
obliged  to  send  many  matters  of  mere  detail  before  the 
Committee,  and  to  the  delay  which  is  consequently 
caused.  If  you  could  deal  more  expeditiously  with, 
such  minor  points,  and  eliminate  the  reference  to' Com- 
mittee in  their  case,  would  you  be  satisfied  to  retain 
the  Committees  for  the  larger  questions  ? — ^Yes,  I  think 
the  Committees  would  be  very  good  for  the  larger 
questions,  hut  I  am  not  sure  whether  a  system  of  ad  hoe 
Committees  might  not  in  many  cases  be  preferable. 

11.892.  I  am  not  quite  clear  what  you  mean  by  a. 
system  of  ad  hoc  Committees  ? — ^I  would  have  Com- 
mittees constituted  for  the  occasion  in  the  larger  cases.. 

11.893.  Do  you  think  that  you  would  deal  with 
finance  in  that  way  ?  Take  the  kind  of  questions 
upon  which  you  frequently  want  advice  at  the  present 
time :  How  much  can  the  Secretary  of  State  count 
upon  borro-wing ;  at  what  time  should  he  borrow ;  in 
what  amounts,  and  at  what  rates  should  he  underwrite 
his  loans  ?  Do  you  contemplate  the  appointment  of 
a  Committee  ad  hoc  for  each  operation  ? — No,  I  think 
there  is  a  special  reason  for  a  standing  Finance 
Committee. 

11.894.  Is  it  compatible  with  the  general  scheme  of 
reorganisation  that  the  standing  Cbmmittee  should  be 
composed,  as  I  think  you  said  just  now  to  Lord 
Kilbracken  you  would  prefer,  of  Members  of  Council  ? 
— It  is  quite  compatible  vdth  the  scheme  of  a  standing 
Finance  Committee  composed  exclusively  of  Members 
of  Council. 

11.895.  And  it  would  be  compatible  with  the  scheme 
that  in  that  Finance  Committee  there"  should  be,  not 
merely  a  whole-time  CivU  Servant  of  financial  ex- 
perience, but  that  there  should  also  be  a  representative 
of  City  finance? — Quite  compatible.  That  is,  if  we 
had  a  City  member  he  would  naturally  find  his  place  , 
on  that  Committee. 

11.896.  It  would  not  destroy  the  plan  which  the 
Secretary  of  State  has  had  in  mind  if  he  found  himself 
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obliged,  in  order  to  constitute  his  Finance  Committee 
succeBsfuUy,  to  have  at  least  two  members  of  the 
Conncil  chosen  specially  for  financial  knowledge  ? — ^It 
might  I'equire  him  to  make  his  Council  rather  larger 
than  he  at  present  thinks  desirable,  but  he  will  take 
powers  to  have  a  maximum  and  a  minimum  number 
of  Members,  and  I  suppose  withia  the  maximum  it 
would  be  possible  to  provide  for  these  two  men. 

11.897.  Would  you  agree  that  the  usefulness  of  the 
.City  representative  would  be  diminished  if  he  were 
treated  as  a  pure  specialist  in  finance,  and  summoned 
only  to  a  Finance  Committee,  and,  if  he  did  not  have 
the  opportunities,  which  he  now  has  as  a  member  of 
the  Council,  of  informing  himself  generally  of  the  pro- 
gress of  Indian  affairs,  and  listening  to,  and  taking 
part  in,  the  discussions  which  take  place  on  general 
questions  of  Indian  administration? — ^I  think  if  he 
is  placed  in  the  OouncU  at  all  he  must  be  admitted  to 
the  whole  of  the  business. 

11.898.  One  more -question :  If  he  were  not  placed 
in  the  Council  and  summoned  only  to.  a  Finance  Com- 
piittee,  do  you  think  he  would  be  as  useful  even  on  the 
Finance  Committee  as  he  would  with  the  wider  expe- 
rience which  under  present  circumstances  he  obtains  ? 
— 'No.    His   knowledge  would  be  as  useful,   but  he 


would  not  speak,  as  far  as  I  can  see,  with  the  same 
sense  of  responsibility.  i 

11.899.  (Lord  Kilhraoken.)  Do  you  think  that  it  is 
possible  to  reduce  the  Ooxmcil  below  ten  P — ^I  think 
under  the  system  contemplated  it  might  be  possible  to 
work  it  with  eight. 

11.900.  Including  the  two  Indians  ? — Including  two 
Indians. 

11.901.  Then  there  will  be  only  six  non-Indians  on 
the  Council  ? — Tes.  That,  of  course,  is  not  providing 
for  the  representation  of  the  City  or  of  Indian  mercan- 
tile interests.  If  those  are  both  to  be  provided,  then, 
I  think,  you  would  have  to  have  more  than  eight. 

11.902.  At  present  there  are  two  City  members  ? — 
Tes. 

11.903.  And  the  suggestion  i9  that  we  should  do 
without  them  in  futiu-e  ? — That  is  the  suggestion  that 
has  been  made.  a    y,\ 

11.904.  (Lord  Faber.)  There  is  no  reason,  is  there, 
why  what  we  call  the  City  Finance  Member  should  not 
have  a  very  good  opinion  on  general  matters  connected 
with  India  ?  Because  he  is  a  finance  man  there  is  no 
reason  that  he  should  not  have  considerable  ability  in 
other  directions  ? — -We  have  had  very  great  help  from 
our  City  members  in  the  past. 


The  Commissioners  conferred  with  the  vdtness  in  private,  and  the  witness  thereafter  withdrew. 
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Numhers  ■preceded  by  p.  refer  to  Appendices,  the  others  to  number  of  question  in  Evidence. 


ABRAHAMS,      Lionel,     C.B.,     Assistant     Under- 
Secretary  of  State  for  India     1-1234,  Apps.J-VI, 
Xni-XV,  11,494-737,  Apps.  XXXIV,  XL VI. 
Approved  borrowers,  method  of  choosing  533 

Balances  : 

Amount   of,   extract  from    Financial    Statement, 
1889-90  -  p.  48 

Closing  : 

in  India  and  England  on  31st  March  from  1893 

to  1914        -  p.  74-5 

in  India,  normal  amount  and  object  of       225-7, 

.,•.,.         .'       ,  •  ..    ,,   '      349-52 

'    Statistics  and  policy  re  -         -         -  p.  8, 10. 

Correspondence    between    Bombay    Chamber    of 

Commerce  and  Government  of  India  re  policy 

in  dealing  with,  1888-9  -        p.  36-41 

Distribution  of  balances  in  India,  1895-96, 1900-1, 

1905-6, 1910-11, 1911-12, 1912-13  -    p.  76 

Distribution  between  England  and  India  : 

Policy  re  ^  80-5 

Statistics  -  p.  1 

Extent    of    surplus    in    future,   impossibility    of 

estimating      '-         -  -  413-4 

Fluctuations  unavoidable,  not  much  harm  in  321-5 

High: 

of  last  3  or  4  years,  question  of  retention  in 

India   for   use   in   money   market  not   really 

considered  -  ....       419 

Reasons  for    -        -  55-79,  133-4,  293-304,  p.  9 

Increase,  question  of  effect  on  money  market  415-8 

in  India,  location  of,  and  Government  policy  re 

31,  p.  1-3 
in  London  (India  Office  Balances)  : 

not  Affected  by,  gold  standard  a,nd  paper  currency 
>      reserves        -.        .         '.  109 

High: 

Explanation  p.  20-1 

no  Policy  of  retaining  balance  greatly  in  excess 
of  requirements  -     347-8,  p.  19-21 

Public  criticism  of,  extract  from  "  Times  " 

p.  19 
Interest,  statistics  -  -         -         -    p.  14 

Location  of     -  -  51-4, 197,  p.  7-8 

Opening  and  closing,  1909-10  to  1913-14,  p.  83 
Policy  re  50,  107-8,  148-56,  p.  7-8 

Possible   mode    of   employment  under  a  State 
Bank  system  '-         -  11,553-7 

Reduction : 

Impossibility  for  period  1909-10  to  1913-14 

p.  16 

Provided  for,  in  budget  estimates  from  1909-10 

to  1913-14  -       p.  19-20 

Opening  and  closing,  1907-08  to  1913-14       67-73 

_  Policy  re    -        -  -  '       148-59 

Remittances  from  India,  «ee  that  title. 

Resource  work  in  India,  extremely  well  done       224 

Transfer  from  India  to  England,  method         p.  11 

Use  of,  for  purposes  of  trade,  note  by  the  Hon.  Sir 

J.  Westland  on ,  1899      -      ,  :. ,      -  r  i  p./53-7 

Whole  of,  not  held  at  disposal   of   Secretary   of 

State,  1912-13    •  '  .'.426-7 

Bank  of  England  : 

Charges  for   currency  notes,  excessive  for   some 

years  -  ^      -         -        -      :.  -      -  - 11,662 

Statutory  enactments  regarding  account  of  the 

Secretary  of  State  at       -  :      ,-        -        -  p.  3.54 

Bank  Rate,  Indian  :  t;  , 

Advantages  to  be  derived  by  preventing  high  rates 

periodically  -         -         ...  390-7 

Connection  between  high   rate  and.  Government 

revenue  collecting  season         -        -        398-404 

Banking  business  by  Government,  question  of    101-6, 

118 
Banks,  Indian: 

Exchange,  see  that  title  helotc. 

Joint  stock,  position  of  -         -      p.,  6 


ABRAHAMS,  Lionel,  C.B. — continued. 
Banks,  Indian — continiied. 
Loans  to : 

Difficulty  in  case    of   Government   having    to 
withdraw  money  at  unexpected  times  261 

Question  of    -         -        96,  218-9,  450-1,  p.  5-6 
Presidency,  see  Presidency  Banks. 
Bengal,  Bank  op  : 

Difficulty  experienced  by  Government  in  with- 
drawing money,  1874  -  -  33-4,  p.  3 
Liabilities  and  assets.  1890,  1891, 1892, 1910,  1911, 
1912  ,-  ,  .  -  -  -  -'  :  -  P-78 
Minimum  rates  of  discount,  1901  to  1913'  -  >  p.  86 
Scheme  of,  1867,  for  Central  Bank      -     p.  339-40 

Bengal  Chamber  op  Commbboe  : 

Letter  re  proposal  to  use  half  profit  on  coinage  for 
.      '  railway  purposes,  6  September  1907        p.  172-4 

Proceedings  of  interview,  11  January  1899,  between 
deputation  from,  and  the  Hon.  Sir  J.  Westland, 
on  question  of  management  of  Government 
Balances  -  p.  58-62 

Report  of  Finance  Sub-Committe(e  in  favour  of 
Government  loans  to  Presidency  Banks  during 
seasons  of  stringency  at  less  than  bank  rate 

p.  51-2 
Bombay,  Bank  op  : 

Assistance  had  to  be  promised  by  Government, 
1865,1867  -  -      p.  3 

Attitude  of  shareholders,  1867,  re  proposed  Central 
Bank       .        -        -  -  -  p.  340 

Correspondence  between  Bombay  Chamber  of 
Commerce  and  Government  of  India  re  with- 
drawals from,  1888       >    -  -       P-  36-41 

Difficulty  experienced  by  Government  in-  vrith- 
drawirig  money,  December  1863     34-7,  125,  p  3 

Failure,  1868  : 

Causes   and  question  of  Government  directors 

11,562,  11,564, 11,573-5 

Steps  taken  by  Secretaiy  of  State  11,527, 11,562 

Liabilities  and  assets,  1890,  1891, 1892, 1910, 1911, 
1912  -  -         -  p.  80 

Minimum  rates  of  discount,  1901  to  1913         p.  86 

Bombay  Chambee   op  Commeece,  correspondence 
with  Government  of  India :  , 

re  Policy  of  Government  in  dealing  with  cash 
balances,  1888-9  -  p.  36^1 

re  Use  of  profits    on   coinage    for    purchase    of 
railway  roUing  stock,  1907       -         -        p.  160-3 
Bombay  Mint,   use   of,  for   coinage   of   sovereigns, 
proposal  by  Government  of  India,  but  impractic- 
ability of,  and  objections  by  Treasury  to  the  pro- 
posal as  made     -         -  ...  615-6 
Bonds,  paying  off,  reason  for,  being  more  important 
than  paying  off  bills            -        -  135-7 
British  gold  coin,  see  Sovereigns  below. 

Budget  Estimates  : 

Consultation  of  Secretary  of  State      -       11,650-1 
Difficulty  of  estimating  ,  -     p.  9-1 Q,.  124,  234,  237, 

309-18 
Postponement  of  date  of  making  statement, 
' 'question  of  ...      11,679-84 

BtlfDOET  TbaE: 

Change: 

Desirable  if  possible        -        -        -         329-30 

Question  from  point  of '  view  of  India   Office, 

!     Parliament,  and  issue  of  loans     -      11,520-2 

January  to    Deoejnber   would    be    advantageous 

from  budget  point  of  view,  but  difficulties  234-9 

September  to  October,  question  of      -   326-8,  363 

Capital  account,  short  spending  on,  and  steps  being 

taken-  to  prevent  ....  296-9 

Capital  receipts  and  disbursements,  1909-10  to  1913 

p.  14 
Cbntbal  ob  State  Bank: 
Advantages        .        .         .        „   p.  351-2, 11,523 
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Amalgamation  of  Presidency,  Bants  :  ;'   ' 

Letter  of  Bank  of  Bombay  re-,  Deoem'ber  1899 

•    .  ■  ....  p.  390 

Minute  by  Mr.  G.  Dickson  re,  1867      p.  369-75 

would  not  be  Sufficient  -         -  -       195 

Area,  question  of  difficulty  owing  to  528,  11,558-9 

Capital:  ,1  I 

Increase  would  be  desirable  on  amalgamation  of 

Presidency  Banks,  but  unwillingness  of  banks 

to' increase  capital       -   .     -99-100,  p.  349-50 

Sterling,  preferred   by   Government  of  India, 

1899-1901,  but  rupee  considered  now  to  be 

preferable   -  -  -  p.  350 

Correspondence  between  Government  of  India  and 

Secreiaiy  of  Siiate,  1900-1  '   -     p.  425-38 

Correspondence  between  Government  of  India  and 

Presidency  Banks,  1901  -  ■       '- p.  442 

Disadvantages" and  arguments  against        p.  352-3 

EstabUsbmeiit : 

Memorandum  on  proposals  for  '    p.  339-54 

Question  as  to  probability  or  not      -  p.  353 

Evidence  before  Indian  OiuTency  Committee  and 
note  in  report  re     -         -  '       -      '  P-  340-1 

Exchange  banks  need  not  be  imreasonably  inter- 
fered with'  -         -         -         -     '■■-11,561 
Functions : 
Advocated: 

Exchange  business  and  ,disposa];  of   Council 

bills  subject  to  large  degree  of  Government 

co-operation  and  control      119-20, 138-40, 

160-1,  196,  230-2,  p.  344 

Holding  of  Government  balances  -  p.  343 

Lending  balances,  subject  to  large  degree  of 

•  Government  co-operation  and  control 

141,145,161 
Management  of  paper  currency  p.  343-4 

not  Advocated : 

BoiTowing  in  London  on  security  of  invest- 
ments     .         -         -  -  p.  345 
Gold    standard    reserve    and    gold    cdinage 
business            -         -         - '  '     -  145,  p.  345 
Obligatory  issue  of  gold  ibr  rupees       -  p.  345 
Receipt  of  deposits  in  London  -p.  345 
,  Right   to  import  silver  for   coinage '  free  of 
duty  and  to  share  in  profits      -         -  p.  345 
Unlimited  obligation  to  sell  bUls  on  London  at 
fixed  rate  and  without  limit  of  amount,  to 
st^ort  exchange              -         -         -  p.  345 
Holding  of   Government   balances,   method    of 
business,  suggestions  -         -                p.  346-7 
Management   of '  pa^er   cmrency,  suggestion  re 
inethod  of  business                        -         -  p.  347 
'  Participation   in  sale  of  biUs  and  transfers  on 
India,  suggestion  re  method  of  business  p.  347 
Government  coritirol,  advantage  of      -■    .11,562-5, 

11,573-6 

Government  participation  in  profits    -         -  p.  350 

History  of  discussions  re    -  -     p.  339-43 

Sii-  E.  H.  Holden  quoted  re  advantages  of  -  p.  342 

must  be  Independent  of  Government  as  i^dgards 

day-to-day  transactions  -  - 11,548 

Initiation  by  Government  in  England,  question  of 

^  11,527-35 

Interest  oia  Govemnidnt  deposits  in  shape  of  share 

of  dividends  would  be  matter  for  discussion 

11,537-8 
Letter -from  Bengal  Government  re,  March  1900 

p.  422-4 
Letter  from   Bombay  Government  re,  February 

1900     -      -      -  -      -      :P;*1^ 

Local  jealousies,   little    importance  a,ttached    to 
alleged  difficulty  from     -  -         '  11.560 

Location  question,  Calcutta  suggested       ,  529-9A 
Methods  of  business,  suggestions        -       p.  345-7 
Minute  by  Sii-  B.  Law,  January  1901        p.  428-38 
Note  by  Mr.' HambrO      '  '  :"      -         -         -  p.  357 
Position  of  Secretary  of  State  in'case  of  establish- 
ntentof,-  ,      r,       -.  .     -         :    ,      ,  ,  W^551-2 
Provision  for  revision  or  tej-mmation  Ot  arrange- 
ments with   Government  of    India    would    be 
necessary        -         ■  ,  ,    -         '    ,    " -i      '  P"  ^^^ 
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ABRAHAMS,  Lionel,  C.B. — contirmed.  ,, 

Central  ok  State  Bank — ccmtinued.  "         ' 
Relations  with  India  Office,  scheme     -       p.  347-8 
Report    from    Accountant-General,    Bombay,   to 
Government  of  Bombay,  Deceanber  1899   p.  419 
no  Request  for,  from  Indian  Government  11,525-6 
present   Schemes  very  different  from    that   con- 
templated in  1898  -11,536 
Shareholders,  opinion  re  influence  of  - 11,549 
State  Bank  advocated                           -       11,546-7 
Coinage,  token,  encouragement  of  greater  proportion 
of  gold  cun*ency  to,  desirable      -  "      '•  881-2 

Council  Bills  and  Telbgbaphic  Teansfebs: 

On  Account  of  gold  standard  resei-ve,  practice  re 

■        I     crediting  amount  to  reserve     -         898-9,935-9 

Basing  of  budget  estimate   on  forecast   of  what 

Secretary  of  State  can  sell  and  Government  can 

meet,   and   limitation   of   sales-  to    amount   of 

estimate,  question  of,  and  effect       -  p.  23— 4 

Communication    with    Government   of    India   re, 

question  as  to  extent  '  -        -       11,652-7 

Decrease  in  demand  for,  causes  of       -  289-92 

Disbursements,  1907-8  to  1913-14      -       p.  67-73 

Excess   of    receipts   over   estimates,    1909-10    to 

1912-13  -         -  -  p.  20 

Fixing  budget  estimate  of,  at   amount   of   home 

cTiarges  and  actual  sales  at  amount  of  estimate, 

impossibility   -         -         -  -         P-  22-3 

Meeting  of,  by  withdrawal  of  rupees   from^  gold 

,   standard      resei-ve,     correspondence      between 

Government   of  India  and  Secretary  of  State, 

1912-13  -  -  p;  204,  p.  206 

Methods  of  meeting  -  95, 580 

against  Paper  currency  reserves,  no  fixed  rate 

471-3 

Public  satisfied  with  present  system    -  233 

Purchase  of  biUs  by  Secretary  of  State  at  Is.  4||ei., 

'  exchange  profit  made  on  -  1085-8 

Purposes  of  system     -         -  .  464-7 

Receipts,  1907-8  to  1913-14  p.  67-73 

Request  by  Exchange  banks  for  issue  of  ■'telegraphic 

transfers  on  London,  1907,  refusal,  telegrams 

between  Viceroy  and  Secretaiy  of  State  -  p.  164 

'   Sales  :     -  '  "    "  ■ 

Advantages  of  practice   of   selling   freely,  and 

continuance  advocated  -         -  p.  12,^.  18 

Alternative  methods  of  regulating,  and  efl:ect  of 

p.  15-18,  p.  22-5 
Budget  and  actual,  1893-4  to  1912-13  p.  82 

Comparisons  of,  1909-10  to  1912-13,  and  esti- 
mated sales  for  1913-14  with  sales  if  regulated 
by  any  alternative  methods  -         -    p.  15 

Date  of  commencement  of  practice  -  110 

Eflept  on  import  of  gold  into  India  177-8,  p.  21 
--    -     in  Excess  -  of  Secretary  of   State's; immediate 
requireriients,  advantage  of  giving  option  to 
Secretary     -'"       ''     -         -     '    -  |68-70 

Estimated,  1909-10  to  1913-14,  and  estimated 
home  charges.  -         -     '    -         -    p.  23 

Limitation  of,  to  ajnopnt  of  ,home  charges, 
question  of,  arid  effect  -         -         -    P-  23 

Limitation  as  to  piice  113,  115,  485,  p.  11 

on  London,  statistics,  1908  ''  -  '       -  p.  103 

at  Low  rate,  1909-10,  question  of  competition 
with  gold     ■  ■'  921-9 

Method  of  meeting,  by  transferring  gold  to  paper 
currency  resei-ve  -         -  -  580 

below  Ig.  4i.,  justification  -  480-5 

Policy      169-70,  264-71,  331-46,  486-7,  537-41, 
'  1005-7 

Rediiction  of,  and  substitution  of  remittances 
by  shipment  of  gold,  cost  of  p.  26-30 

Regulation : 

not  to  Interfere  imduly  with  flow  of  gold  to 

India        -  114-7 

Method  -  488-98,  p.  11-5 

to   Prevent   closing   balance   of   India   Office 

from  exceeding  4,000,000^,  question  of,  and 

effect  p.  24-5 

Policy,  coiTespondence  between  Secretary  of 

State  and  Government  of  India,  1910,  1912 

p.  187-8,  p.  199,  p.  201 

Proposal  of  Government  of  India  and  reply  by 

Secretaiy  of  State,  1909-10     p.  185,  p.  187 
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ABRAHAMS,  Lionel,  C.B. — continued. 
Council  Bills  and   Tklegkaphic   Transfebs— 
continued. 
Sales — continued. 

to  B«plenish  gold  standai-d  reserve  -  47H-9 

Restriction : 

Disadvantages  anticipated  179-80,  p.  ll!-3,  p.  IS 
Telegram  from  Viceroy  to  Secretary  of  State. 
22  January  1913  p.  66 

Sale  of  Ti-ansfer?,  1906  and  1907  : 

Correspondence  between  Government  of  India 
and  Secretary  of  State  re  method  of  meeting 

p.  151 

Loan  from   Indian  branch  of  Gold  Standard 

Reserve  to  meet,  see  under  Gold  Standard 

Reserve  below. 

Telegrams  between    Secretary    of   State   and 

Viceroy  -  p.  146-51,  p.  165-8 

Statistics,  January,  February,  and  March  1913 

and  1912      -  -  -  282-8 

Undertaking  to  sell  without  limit  of  amount  at 

Is.  i^d.  474-5 

Variations  from  estimates        -  p.  12 

Section  of  trade  benefiting  by  system  -         -  580-2 

against    Treasury    balances     and    against    paper 

currency  resei-ve,  no  distinction  and  no  necessity 

seen  for  -  999-1000 

Transfer  of  proceeds  into  paper  cvin'ency  reserve, 

system    -  994-8 

Use  of,  saves  loss  incurred  by  shipments  of  gold 

927,  930-2 

CUBEENCT : 

Commission  considered  advisable  m  1907  by  Bengal 

and  Karachi  Chambers  of  Commerce        p.  174-5 

Duty    of    Government    to    give   people   kind    of 

cvu-rency  desired  1035-7 

Encouragement  by  Government  of  different  forms 

of,  question  of  -  1196-200 

Interests  of  India  the  predominant  consideration 

1007 
Managed  as  far  as  possible  on  automatic  lines  575, 

912-20 

Note  cm-rency  the  ideal  1149-51,  1201,  1208 

Curzon,  Lord,  Minute  re  Gold  Exchange  Fund,  1900 

p.  121-2 
Debt  : 

Disbursements  on  discharge  of,  1907-8  to  1913-14 

p.  67-73 
Dischai-ge  of.  explanation  of  policy  re  27-8,  124 
Expenditure  on  debt  services,  1909-10  to  1913 

p.  81 
Temporai-y : 

Holding  of  balances  to  meet  maturing  obhgations 

76,  p.  65-6 

Maturing  obligations,  1911-12  to  1918-9     p.  65 

Reduction     of     expenditure    on    discharge    of; 

anticipated  disadvantages    -  p.  17-8 

Unfunded : 

Explanation  17-8 

Receipts,  1907-8  to  1913-14  -       p.  67-73 

Deposits  with  banks  in  England,  particulars  re    130, 

197-201,  450-1 
Deposits  and  Advances  : 

Explanation        -  20-1 

Receipts,  1907-8  to  1913-4        -         -        p.  67-73 

Disbux-sements,  proportion  made  in  England  and  met 

from  proceeds  of  loans  raised  in  England         p.  11 

Exchange : 

not  Affected  actually  by  amount  of  silver  token 
coin  in  circulation  -  1274-7 

Crisis : 
1907-8  : 

Buying  of  foreign  imports  a  more  important 
factor  now  -  748-53 

possible  Effect  of  difficulties  among  exchange 
banks  in  a  future  crisis     -         -  754-5 

Exceptional  severity  of         -    597-602,  747-8, 
p.  105,  p.  106,  p.  107,  p.  108 
Supply  of  gold  for  export  in,  see  wider  Gold  , 
below. 
Gold  resources  at  home  and  in  India  should  be 
freely  used  -         -        -       11,614-5 

Issue  of  gold : 
to  All  applicants  not  desirable  - 11,516 


ABRAHAMS,  Lionel,  C.B. — continued. 
Exchange — continued. 
Crisis — contimied. 

Issue  of  gold — continued. 

to  Exporters,  objection"  -  11,517 

for  Internal  purposes,  suggested  policy  re 

11,540-5 
Shipment  of  gold  home  and  sale  of  bills  against 
it,  advocated  and  suggested  policy  re 

11,516-9,  11,539 

Effect  of  gold  in  circulation  on,  not  material     718, 

722-3,  1122-3,  1127,  1133,  1152-3,  1270-3,  1305 

Fall: 

Question  as  to  possibility  of,  and  of  extent   1044 
Realisation  of   Treasury  bills   to   meet,   actual 
gold  not  necessary,  payment  can  be  made  in 
banker's  money  646 

Undertaking  by  Government  in  case  of,  to  sell 
exchange  on  London,  at  fixed  price,  question 
of  ^         -  1045 

Gold  cvirrency  not  necessary  to  maintain  parity 
of  -         -  1036-7 

Maintained  when  kept  within  gold  points  954 

Parity  of,  with  gold-using  countries  and  between 
rupees  and  sovereigns  in  India  1113 

Procedure  for  building  up  sterling  resources  for 
support  of,  correspondence  between  Government 
of  India  and  Secretary  of  State  re,  1909-10, 
1912  -        195-200,   p.  184-5,  p.  186-8 

Rates,  September  1907  to  December  1908  -  p.  103 
Undertaking  by  Government   to   maintain,  with- 
in   certain    prescribed   limits,   question    as    to 
possibihty  -  1090^ 

Value,  dependence  on  balance  of  international 
trade  and  international  indebtedness  662-4, 

718-9,  1275-6 
Exchange  Banks : 

Assistance    by   Government,    telegrams    between 

Viceroy  and  Secretary  of  State,  1906      p.  148-9 

Btisiness  of  -         -       248 

Loans  to : 

Question  of  258-63 

Statistics,  &c.  -  250-60 

Memorial  of,  1900,  i.e.,  proposed  Central  Bank, 
and  acknowledgment  by  Secretary  of  State 

p.  409-13,  p.  422 
Finance   Minister   in   India,   free   demi-official    and 
unofficial   communication   with    Finamce   Depart- 
ment   in    England,    but    official    recognition    of, 
impossible  -  11,685-98 

Financial  year,  see  Budget  year. 
Fowler  Committee,  question  whether  recommenda- 
tions of,  were  violated,  violation  not  admitted 

803-24 
Gold: 

Amount    of    gold   and    gold    securities   held   by 

Government  at  present  -  1054-6 

no  Difficulty  in   people   obtaining,  in   reasonable 

quantities  620-1 

Double  meaning  attached  to  559 

Effect  on  Exchange,  see  under  Exchange  above. 
in   England,  earmarking  of,  for  Indian   purposes 

alone  -  675-6 

Exports,  statistics  p.  13 

Government   should  export,  to   London,   or  take 

steps  to  secure  export,  if  large  sum  in  hand  in 

case  of  exchange  crisis  -     1095 

Held  in  reserves  and  treasuries,  1901-2  to  1912-3 

p.  85 
Holding  of,  1908,  1909,  1910  1249-53 

great  Increase  in  woi'ld's  production       .     -       724 
in  India,  decrease   in  Government    gold    between 

September  1907  and  December  1908  p.  90 

from  Indian  mines,  annual  amount  -  p.  214 

Obligations,  recommendation  of  Fowler  Committee 

re  restricting  488-92,  p.  11-2 

Papers  relating  to  the  receipt  by  the  Government 

of  India  of  gold  other  than  British  gold  coin 

p.  741-58 
Receipt  of  bullion  formerly  by  Government  of 

India  in  exchange  for  rupees,  but  abandonment 

of  -  ....  .     1324 

Shipments  to  England,  practice  re     p.  12-3,  p.  16 
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ABRAHAMS,  Lionel,  G.K~continued. 
GoLD^ — continued. 

Supply  of,  for  export,  in  exchange  crisis,  1907-8  ; 
Explanation  of  proceedings  838-42 

Telegrams    Ifetween    Secretary    of    State    and 
Viceroy  -         -  p.  164-5 

Transfer  of  5  to  8  millions  to  London  with  view  to 
Government  undertaking  to  maintain  exchange, 
question  of  ....  1092-1 

Gold  Currency  pob  India; 
see  also  Sovereigns  below. 
Advantages  of,  in  opinion  of  Indian  Government 

1127-34 
Advantages  of  gold  standard  possessed  at  present 

1144-6 
attitude  of  Fowler  Committee  re  •  1026-8 
Conditions  necessary  to  1029-02,  1212 

Desirable  and  liking  of  people  for  gold  money 

619,  625 
Encouragement  by  Government  of  use  of,  question 
of  -  1201-8 

in  Existence  practically  .  933-4,  1032 

Increase  of  reserves  preferred  1303-4 

Increase  of,  at  expense  of  gold  standard  reserve 
would  make  exchange  less  stable  1209-17 

Increase  desirable  if  desired  by  people       1139-42, 

1147-9 
Opinion  of  Government  of  India  re  1114-22 

Position  of  India  as  regards,  similar  to  that  of 
many  other  countries  1016-25 

Suitability  of,  for  India       -  1268 

10  rupee  piece  : 

Cheaper  to  coin  than  sovereigns   1245-8, 1321-3 

Correspondence  between  Secretaiy  of  State  and 

Government  of  India  1143 

Fineness  should  be  same  as  sovereign  to  enable 

exchange  by  weight  1163 

Popularity,  question  1178-80, 1238-45, 1269 

Public  opinion,  question  of,  and  of  Mysoi'e  mine 

owners         -  1166, 1174-6 

Treasury  would  have  no  jurisdiction  617 


Go.LD  Exchange  System  : 
Ideal 
Nature  of 


623 
623-4 


Gold  Mint  in  India  . 

Advantages  that  coin  other  than  sovereign  could 

be  coined         -  1124-5 

Advantages  slight,  as  sovereigns  can  be  imported 

to  great  extent  1124 

Bullion,  question  as  to  source,  and   difficulty  as 

regards  import  owing  to  cost     1220-37,  1283-4, 

1308-20 
Cost: 

Question  of,  and  statement  of  establishment 
charges  of  mints  in  Sydney,  Melbourne,  and 
Perth  -         -  -p.  214 

Small,  if  special  Indian  coin  adopted         1321-3 
Effect  on  gold  now  held  as  bullion  and  ornaments, 

question  of  -         -       214,1135-8 

Indian  feeling  would  be  gratified  by,  and  feeling 

of  having  been  hampered  without     1125-6, 1249 
no  Justification  for,  in  absence  of  public  demand 

1167 
Notes  on  proposals  for  -  -  -  p.  212-5 
Opinion  of   Sir  Guy  Fleetwood  Wilson  refeiTcd 

to  -  -  -  1299-302 

Proceedings  re,  history  of  -         -        614-6 

Public  feeling  re,  question  of,  and  .importance  to 

be  attached  to  -  1306-7 

Question  as  to  extent  to  which  gold  coins  would 

remain  in  circulation       -  618 

Recommendation  by  Fowler  Committee,  change  in 

circumstances  since  -  1168-9 

Report  of  Indian  OuiTenoy  Committee  re      p.  212 
Seigniorage  question,  and  question  whether  better 

terms  should  be  given  than  given  in  England 

1154-62, 1176, 1181-95 

Summary  of  discussion  re,  between  Secretary  of 

State  and  Government  of  India,  &c. .       p.  212-3 


Gold  Reserves: 
in  London,  definite  limit  important 


11,566, 
11,571-2 
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ABRAHAMS,  Lionel,  C.B. — continued. 
Gold  Reserves — continued. 

Thirty  millions  in  paper  cui'rency  reserve  in  London 
and  gold  standard  resei-ve  combined  would  be 
sufficient  - 11,571 

Gold  Standard  Reserve: 

Addition  to,  of  annual  interest  on  investment  of 
Paper  Curi-ency  Reserve,  proposal  by  Govern- 
ment of  India  and  opinion  re  p.  119,  p.  122,  p.  127 
Amalgamation  with  Paper  Currency  Reserve : 
possible  Danger  721 

Indian  public  opinion  might  be  shaken  721 

Question  of  704-12 

Amount : 

Balance  of  trade  considered  the  proper  measure 
of  possible  liabilities,  not  question  of  currency 

776-9 
Crisis  of  1907-8  could  be  taken  as  standard  of 
exceptionally  bad  year  597-604, 681-3, 955-70 
Inci'ease  above  25  millions  desirable,  and  ques- 
tion  of,   from   profits    on    coinage    or   from 
interest  -  780-3 

Increase  desirable  as  trade  increases,  and  methods 
of  647-9 

Number  of  rupees  coined  should  not  be  measure 
of  1074-6 

Policy     recommended    re     avoiding     excessive 
amount  and  importance        •      603,  11,566-70 
Regulation  of,  with  view  to  amount  of  gold  in 
paper  currency  reserve  would  be  advantageous 

1057 

Suitable,  opinion  re  774-5.  p.  93 

Amount  and  inadvisability  of  reducing,  letter  from 

Government  of  India,  26  April  1906  p.  137 

Amount,   composition,   and   location   of,   1901  to 

1913  -  p.  97 

Approach  towards  unanimity  between  Secretary  of 

State  and  Government   of   India  on   questions 

regarding  .  605 

Conferences  between  India  Office  and  xuembers  of 

commercial  community  re,  would  be  useful    720 

Credit  of  profits  on  coinage  to,  see  under  Profits 

under  Coinage  under  Rupees  below. 
Establishment  of,  correspondence  between  Govern- 
ment of  India  and  Secretary  of  State  re,  in  1900 

p.  109-14,  p.  126-8 
Form : 
Gold: 
Amount : 

Correspondence    between    Government    of 
India  and  Secretary  of  State,  196,  p.  168- 
9,  p.  175-8,  p.  199-200,  p.  202,  p.  204 
Question  of,  and  of  connection  of  amount  of 
general  balances  with        764-73,  p.  88-9 
Desirable  for  portion  owing  to  probable  diffi- 
culty in  futm-e  of.  finding  sufficient  short- 
dated  securities  -         639-40 
Gold  or  short-dated  securities  prefewed 

577-9,  p.  88 

History  ■-  568-70 

Letter    of    Bengal   Chamber   of  Commerce   re, 

6  Septeraber  1907  -  p.  174 

Liquid  gold,  correspondence  between  Government 

of  India  and  Secretary  of  State  863-4,  p.  1 70-1 , 

p.  178-80,  p.  183,  p.  194-6,  p.  199,  p.  201 

Question  as  to  intentions  of  Fowler  Committee  re 

559 
Securities : 

Advantages  -      635-8,  727^6,  p.  88 

Description  of,  bought,  sold,  and  discharged 

at.maturity,  1901-02  to  1912-13,  and  prices 

p.  99-102 
Letter  of  Secretary  of  State  re,  2nd  July  1909 

p.  179-80 

Possibility  of  realising,  and  advantages  636-8, 

641-5,  722,  825,  857,  859-62 

Readily    convertible    into    sterling    bankers' 

money  -        -        -  1101-7 

Sale  of,  question  of  effect  on  mai-ket      659-62 

Valuation    of,    31st     March     1913,    interest 

received,  loss  on  sale,  depreciation,  and  net 

profit  -  -         -  p.  98 

Suggestions  re  -         -  p.  88-9 

not  a  Violation  of  recommendations  of  Fowler 

Committee  559.812-24,1098-100 
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ABRAHAMS,  Lionel,  C.B. — coitinued. 
Gold  Standabd  'Rkses.ye— continued. 
Gold,  holding  of,  in  India : 
Address  xA  Karachi  Chamber  of ,  dommerce  in 
favour  of,  and  reply  of  Viceroy    -    ,     -  p.  195 
Correspondence  between  Governiiieiit  of  India 
and  Secretary  of  State  re        •    p.  170,  p;  194, 

p.  196-7,  p.  19P 
India  Office  cash  transactions  : 

1st  September  1907  to  31st  Deceinber  1908  p.  92 
1st  September  1907  to  Slst  August  1908   p.  106 

Investment: 

Corrospondence  between  Government  of   India 

and  Secretary  of  State  -        -     p.  129-30 

Improvement    of    form    in    which    held   since 

1907-8  and  before  ,     -        -  1057 

Limitation,  correspondence  between  Government 

of  India  and  Secretary  of  State,  1907     p.  160, 

',  p.  163 

Particulars  re  -         -         r     .    -         -  563-4 

Telegrams  between   Viceroy  and   Secretary  of 

State  re  shipment  of  gold  for  investment  in 

England -  p.  128 

Location : 

History  of 568-70 

in  India,  disadvantages    -        630-4,  942-7,  717, 

p.  89-91 

Indian  opinion  re,  question  of  -         -  629 

in  London  and  i-eason  and  advantages      -      628, 

631-4,  908-11,  936,  p.  89 

in  London : 

Amount  to  which  reserv'e  to  accumulajte  before 
profits  on  further  coinage  used  rfor  capital 
expenditure       ...  p.  90-1 

Criticism  that  reserve  tends  to  become  rather 
a  "reserve  for  London  nioney  market  dis- 
agreed with  r '  -  -  -  -  627 
no  Distinction  in  use  of  gold  in  paper  currency 
reserve  and,  with  reference,  to  support  of 
exchange        -        -        i-  ,  ■  -     762-3 

Sufficiency  of  arguments  in  favour,  of  p.  91-4 
20  millions  in  India  and  10  millions  in  iEhigland 
in  gold,  and  everything  else  made  out  of 
currency  in  sterling  securities,,  objections  to 
proposal  -        -        -       ,  1  ,       679-81 

Management,  fuller  information  to  public  desirable 

.  .  '  907 
Minute  by  Lord  Curzon,  1900  -  -  p.  121-2 
Minute  by  the  Hon.  Sir  E.  Law,  1900.     p.  114-21, 

p.  123-5 

Origin,  distinction  from  origin  of  paper  currency 

reserve  -         -  -         .  756-61 

not  Peculiar  to  India  -         -    ,     -         ^         -  877-9 

Position  of,  .question  in  Parliament  9  July  1907  by 

Sir  Edward  Sassoon  and  reply  byMr.  Morley  p.  159 

Primary  object. pf      r        -        -        ■-.  1096-7 

Publication    of    information    re,  coiTespondence 

between  Secretary  of  State  and  Government  of 

India  re-        -        -         -        p.  181-2,  p.  205-7 

Purpose  of,  and  difference  from,  that  of  gold  in 

paper  currency  resei-ve         549-58,  ,689-91,  951, 

,.    .     _         ,^  p.  87-8 

Realisation  of  Treasury  seom-ities,  possible  adverse 

effect  on  trade         -         -         -         -       '-  641-5 

Remittance  of    profit    on    coinage  of    silver  to 

London  -  .-,,.,.  560-3 

no  Statutes  governing        -        -        -  701-2 

Statutory  regulations : 

Address  of  Karachi  Chamber  of  Commerce  in 

favour  of  -         -         -        -         -  p.  195 

Letter  of  Government  of  India  re,' 6  July  1911 

p.  194-5 
Question  of    -  ;      -        -.--.-  704-9 
Stocks  and  securities,  statement  of,  1912        p.  203 
Subsidiary  Branch  in  liidia  fsilvei')  ;■        ' 

Abolition,  possible  methods  of  carrying  out  p.  96 
Amount  of,  and  correspondence  between  Govern- 
ment of  India  and  Secretary  of  State  re  p.  94, 
p.  183,  p,  185-94.  p.  196-8,  p.  207 
Deci-ease,  inadvisability  of,  letter  of  Government 
of  India,  20th  September  1909      -        -  p.-183 
Departure  from  normal  amount       1002-4,  p.  97 
Establishment     of,     correspondence      between 
Government  of  India  and  \Secretary  of  State, 
1906  -  -        -        r .    p.  139-43 


ABRAHAMS,  Lionel,  O.B., — ccmtinued. 
GrOLD  Standabd  RESERVE — continued.  . 

Subsidiary  Branch  in  India  (silver) — continued. 

Holding  of,  in  rupees  : 

Admitted  to  be  not  easily  comprehensible  to 

public       -  -         -.  .  784 

CoiTespondejLce  between  Gtovernment  ofilndia 

and  S,pcretary,  of.  State,  1906  '^t,,  ,  ,  p.  114-6 

as  Last  line  of  reserve  for  rupees  considered 

important  by  Government  of  India  11,507- 

10, 11,513 
Increase  of  paper  cm-rency  resei-ve  ajjd  abolition 
.    ofi  disadvantages,  rupees,  more  easily,  obtained 
from  gold  than  from  paper  currency  reserve 

.651 

.  Loan  from,  1906  to  meet  sales  of  transfers  and 

purchase  pf  silver  to  repay  :  ■ 

Cpn-espondence  between  Government  of  India 

and  SecretaiT  of  State  ,re    p.  151-2,.  p.  154, 

p.  197,  p.  204,  p.  206 

Memorandum  from  Secretary  of  State  ,.■ 

■  p,  207-11 

Telegrams  between  Viceroy  and  Secretary  of 

State,  190,6      ,-         .,  -       -147-51 

Loans  from,  purchase  of.  sterling  securities  in 

place  of,  lOorrespondenoe  between.  Secretary  of 

State  and  Government  of  India,  1906, 1907 

p.  146,  p.  152,  p.  155 

Maintenance  of,  unanimity,. of  opinion,  between 

Govei-nment   of    India  and   Government   at 

home  -  -  654-5 

Object  of  -    .    -        -  11,503-13 

Policy  re,  correspondence  between  Government 

of  India  and  Secretary  of  State    -      p-  198-9, 

p.  201,  p.  204-5 
Practice  of  meeting- feiUs,  &c,,from  -  580-3 

Pro^t,  on  coinag^.^  of-rupees  credited  to        715-6 
Reasons  for  estabhshment.of  -  713-4,  p.  94 

Replacing  of  silver,  in  .  excess  pf  .6  crpres  by 
sterling,  prpppsal  of  Government  of,  India  and 
reply  by  Secretary  of  State,  1909-10     p.  185, 

P-  187 

Sei-ves-  much  the  same  purpose  as  addition  to 

paper  cuiTcncy  reserve  -         -         -.650-5 

Temporary   loaais  from,   for    strengthening   of 

Treasury   balances,   correspondence    between 

Government  of  India  and  Secretary  of  State, 

1906  -        ■-'   '  •  -       p'.  144-6 

Transfer  of  silver  to  paper  currency  resei-ve  in 

exchange  for  gold :         . .  ; 

Correspondence  between  G^vemment  of  India 

ajid  Secretary  of  State  re  p.  199,  p.  201 

Question  of,  and  disadvantages  185-91, -p.  94-5 

Used  on  several  occasions        -         -  837-4 

Transfer  of  gold  from   Treasury  to  Currency  in 

England,  particulars  re  proceedings  -  371-5 

Use  of,  to  maiiitaip  exchange,  1907-8  792^  1041-2, 

'  p.  88,  p.  168 

■     Use  of  sovereigns  to   buy  silver  and  keeping  of 

sUver  in  India,. ijufetification      -         -       ;,-  692-4 

"Withdrawal   of   gold   from,   to   recoup'  Treasury, 

letter  from  Government  of  India,  21st  February 

1907,  re,  disadvantages  -  "     -  p.  153 

Hamilton,  Right  Hon.  Lobd  Gbokgb  s  .. 

Despatch  re  gold  standard  reserve  and  investment 
pf  paper  currency  reserve,  13th  December  1900 

p:  126-8 

Deipateh  re  Ipans  to  Presidency  Banks,  4th  May 

1899       -         -  .         .        ;,.    ,.,p.  63-4 

Hoards,   gold  sovereigns  of  certain  dates  specially 

popular      -         --      -  :    ■■       i.^'ji  .;,..       674 

India  Oefice: 

■    ■  .  ■   "( 

Accountant-General,  functions  and  differenpe  from 

those  of  Financial  Secretary  .-    .  ,  -  ,11,599-602 
Assistant  or  Deputy  Financial  Secretary  would  be 

advantageous,  functions,  &c.  11,662-6,11,731-3, 

."        ..  ':.■        .•    .  V  .11,736-7 

Audit  of  Accounts,  Act,  21  &  22  Vict.  c.  106,  s.  52, 

re  -.       -.       -        .  -,       .-  .,.  p,  691-2 

Auditor,  position  of    -     ,  .r   .     -:      11,659,  p.  689 
Balances,  see  in  London,  under  Balances  above. 
Broker  -         -  ,.  ,t  .    j  >  •;- p.  689 

Cash  transactions :     .    v..      .  •    j,.  ..  o    ... 

September  1907  to  August  1908      -         -  p.  106 
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ABRAHAMS,  Lionel,  G.B. —continued. 
India  Office — contiwaed. 
Gash  transactions — continued. 
.'  September  1907  to  December  1908  p..  92,  p.  104 
.  ;  Summary,  1909-10  to  1913-14  ^         -   p.  83 

Committee  systtm,  advantages  of       -         - 11,667 
■  ComtnmiiGation  with  Government  of  India,  question 
of  extent  and  suflB.ciency  of      -         4.       11,648-9 
tDpnncil :  ,, 

City  advice  can  be  obtained  without  representa- 

•tiveon        -        ,,  ^    -t        -  ;    ,  .       11,672-6 

City  member  essential  from  point  of  view  of 

t.    '•'     lending,  loan?  f],'ont  balances        .- :     11,677-8 

1   Constitution,  &e.  .  -■  m  •,-.).       -■ -         .p.  687 

Member  representing  Indian  fina.ncfe  ?.' 

.iA>niiBioulty  of  finding    ,-         -    '     ^         -11,640 

..*    None  toetweeii  1895- and  1899      '■  -      '11^635-9 

Question  of  necessity  for     -  11,643-7 

Erocediire     ,  -  .    i.i  •  ,;  .     ■    .     ,  ,..  ,     p.  687-8 

Disbursements,    qiuestion    as     to    possibility    of 

reducing  -  p.  17 

FinamCe  Commitee  :     1 1 ,  i '    , 

Chairman : 

Practice  of  appointing' city' man  a&,  but  not 

much  importance  attached  to   -     11,715-22 

Nominated  by  Secretary  of  State        11,611-2 

Constitution  -  ,      .         .  11,609-12,  p.  688 

no  Differencei  between  interests  served  by,  and 

'  by  Government  of  India      -         :-         -       853 

.    -one  or  more   Members   with  .Indian    financial 

eipieiience  formerly    ^v      -     ■  ^ -.      11,631-4 

Members  all  members  of  Council    -     11,629-30 

Permanent  Underi  Secretaries  not  members  of, 

but  are  present  at  meetings  -   .    11,695-6 

■Procedure  -  ».        -  p.  688 

Retention  of  some  form  of,   desirable  if  Lord 

Orewa's  scheme  adopted  11,667-71 

..  UnofiB.cial  members,  advantage         -'        -11,669 

Financial  administration,  possibility,  of  facilitating 

-business  on  any  special  occasion      -     11,725-30 

Financial  Department : 

Defects  of  normal  organisation        -    11,616-24, 

11,735 

Organisation,  staff,  &c.  -         -  11,577-608 

Staff,  quality  of,  exceedingly  good  on  the  whole 

■'-:.■  .      11,613-5 

Financial  organisation  satisfactory  and  work  well 

and,  on  the  whole,  expeditiously  done    11,723-4 

Financial  questions,  procedure  Ve        -    11,579-94, 

11,603-8,  p.  689-90 

Financial 'Secretary;  functions  and  difference  from 

those  of  Accountant-General  -         -  11,599-602 

Permanent   staff   taking   part   in   financial  work, 

.    members  ■       -         -  -  -        -  •      p.  688-9 

Under  Secretary  or  Assistant  should  have  financial 
experience  or  aptitude  ~  11,625^,  11,660-1, 

'  11,734-7 

Indian.  Money  Maeket  :. 

Agriculturists,  would  probably  be  outside      166-7 

■  ;  Connection  of  natives  with  .European-,  question  of 

extent     -  ......  163-7 

Lettets  re  effect  of  dear  money  on  export  trade 

.J,      ..  :  ,;,•  ,. .;     p.  393-4 

Question  of  relation  of,  to  London  money  market 
■162-8,  240-1,  :24B-?,  1058-62 
Investments;  improvement  in  position  re  1057 

Irrigation,  mniderspendiiig  '    -,        -     ,    -         -        76 

KABikt^B't  Chamber  OF  CoMMEBCE :    ■ 

Address  in  favour  of  holding  substantial  portion 

of  gcAd  standard  reserve  in  gold  in  India,  and  of 

defining  nature  &c.,  by  statute         -         -  p.  195 

Letter  re  proposal  to  use  half  profit  on  coinage 

for  railway  purposes,  1st  October  1907  p.  174-5 

Law,  Sir  Edward: 

Minutes  re  Gold  Exchange  Fund,  1900  p.  114-21, 

.       -  .  p.  123-5 

Opinion  and  policy  re  gold  standard  reserve,  560-6, 

p.  110-1 
Lending  bt  Government  in  India  : 

Correspondence  between  Bombay  Chamber  of  Com- 
merce and  Government  of  India  re,  1888-9 

•  p.  36-41 

nq  general  Demand,  for,  telegram  from  Viceroy  to 

Secretary  of  State,  22nd  Januai-y  1913    -    p.  66 
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Lending  by  Government  in  India — continued. 

not  Desirable  to  private  institutions  in  opinion  of 

commercial  men,  &c.,  and  disadvantages  97,p.  6-7 

of  Excess  in  January,  February,  and  March,  no 

objection  to,  but  possible  difficulty  -  353-60 

Extract  from  Financial'  Sta;tement,  1889-90    p.  48 

First    three '  months  of    1913  would  have   been 

,    suitable  for  -  -  286 

to  Large  extent,  on  security,  question  of  possibiUty. 

and  securities   "     -        -        -         141-4,  146-7 

Loans  to  Presidency  Banks  preferable  and  effect 

on  money'  market  would  be  gi-eater  453-63 

Power  possessed  but  never  exercised  452,  p.  6 

to  help   Trade  and  to  earn  interest,   difference 

between-        -        -•      -        -        -  430-5 

•  Lettei-  tOj-from-Mr.  Hunter,  October  1913'    p.  721-2 

Loans  ■  and     advances,    disbursements,    1907-8    to 

1913-14  -        .        .        .       p.  67-73 

Loans,  issue  by  Government  in  England  : 
1907-8  to  1913-14.      -,        -        -  ,     :.-,  .    p.  67-73 
Communieq,tion.wLth  Government  of  India,  ques- 
tion of  extept'     '  .         .       11,652-8 
Explanation'  of  system  and  policy  re    ■  13-6 
Increasing  difficulty  and  question  as  to  reason,  15, 
i  ,           :         :    ,,  ..             121-3,202-7,523 
Interest  charges,  gradual  increase,  but  will  decrease 
■    in  abput  3p  yeai^s    - ,                 -         -       • .     24-5 
Permanent,  in  London,  increase  of  i?sue,  anticipated 
disadvantages          -                            -         -    p.  18 
Recommendations  jnade    by  Finance  Committee 
and   Public   Works    Committee,   but   decisions 
ma4e  by  Secretary  of  State  in  Council     -  11,699 
Terminable  bonds,  possible  difficulties          -       726 
Underwriting  of,  at  commission  of  1  per  cent,  to 
underwriters,  practice  of,  and  reason    11,701-14 
Loans,  issue   of,  by  Government,  in  India,  rate  of 
interest  and,  question  of  increasing  loans  171-6, 525-6 

London  market  .- 

Affairs   of  India  Office  and  Indian  Empire  not 

conducted  in  interests  of  -         -  858 

Question    of     relation    of,    with    Indian     money 

market  -  162-8,  240-1,  248-9,  1068-62 

Madras,  Bank  of,  liabilities  and  assets,  1890,  1891, 

1892;  1910,  1911,  1912        -  -    p.  79 

Madras  Chamber  of  Commerce,  letter  re  proposal  to 

use  half  profit  on  coinage  for  railway  purposes, 

leth  August  1907    ;  -      ■■'  ■     -        -       p.  171-2 

Military  services,  expenditure  1909-10  to  1913-14 

p.  81 
Mint  and  Exchange,  net  revenue,  1909-10  to  1913-14 

p.  81 

Notes :  '  '•    ■ 

the  Ideal  fonn  of  currency  -     1149-51,  1201,  1208 

Payable    in    rupees    or   sovereigns   at   option   of 

'      '     Government  -  .        .     "  695-7, 

'    Opium  Trade  :     . , 

High  balances  due  to  unexpected  surplus  connected 
with       -        -  -  303,  p.  9,  p.  71-6 

Excess  put  aside  as  matter  of  policy   -  303 

Position  9f,  and  element  of  omcertainty  in  Indian 
■  estimates  owing  to  -        -        -        -        -    p.  10 
net  Reyjenue  from,  1909-10  to  1913-4         -    p.  81 

Paper  Currency  Reserve  r 

Amalgamation  with  Gold   Standard  Reserve,  see 

under  Gold  Standard  Reserve  above. 
Elasticity,  advantage    to    be    derived  from,   and 
'.  arrangements  for  issue  of  additional  notes 

1047-52,  p.  95 
Gold : 
'   Amount  of : 

1901-2  to  1912-13  -        -         -    p.  85 

Correspondence  between  Secretary  of  State 

and  Government  of  India,  1905       p.  132-5 

'-  Inadequate  in  opinion  of  Madras  Chamber  of 

'        Commerce  1907        -  -  p.  172 

Opinions  of  Sir  B.  Law  re       p.  117-8,  p.  120, 

p.  123-4 

Regulation'  of,  with  view  to  amount  in  gold 

Standard  reserve  would  be  advantageous 

»..  1057 

Despatch  from  Secretary  of  State  20th  July  1906, 

obiecting  to  decrease  of       ■ "       -       P-  143—4 
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ABRAHA.MS,  Lionel,  C.B. — continued. 
Paper  Currency  Reserve — contimied. 
Gold — contiit  ued. 

no  Distinction  in  use  of,  and  of  gold  standard 
resei-ve  in  London  with  reference  to  support 
of  exchange  ■  -  762-3 

Excess  over  7,000,000i.,  use  of,  for  purchase  of 
silver  (proposed  by  Grovernment  of  India), 
1900   -         -  -         ■  P-  110.  112 

Holding  of,  in  England  : 

Correspondence  between  Secretary  of  State  and 
Government  of  India,  1905  p.  132-5 

Letter  from  India  Office  to  Bank  of  England, 
28th  July  1905  -  p.  136 

Holding  of,  in  India,  correspondence  between 
Government  of  India  and  Secretary  of  State 
re,  1909-10-  p.  184-5,  p.  186 

in  London,  policy  re,  letter  from  Goverament  of 
India  21st  Febroary  1907  p.  152-4 

Purpose  of,  different  from  that  of  gold  standard 
reserve         -         -  -  951 

Shipments  to  England,  note  by  Deputy  Account- 
ant General  India  Office,  re  desirability  of 
acquainting  market  that  gold  not  available  for 
purposes  of  loans  -  p.  136 

Transfers  from,  as  possible  supplement  to  pro- 
ceeds from  council  bills  and  transfers, 
method  -  p.  11 

Transfers  to,  from  Bank  of  England,  telegram 
between  Secretary  of  State  and  Viceroy,  1905 

p.  136-7 

Use  of,  for  purchase  of  silvei",  correspondence 

between  Government  of  India  and  Secretary 

of  State  re     p.  110,  p.  127,  p.  153-4,  p.  155-6, 

p.  160 
Governed  by  statutes  -       700 

Investment : 

Criticism  by  Lord  Curzon  of  proposal    p.  122-3 
Opinion  of  Secretary  of  State  re  proposals,  1900 

p.  127-8 
Remittances  to  England  for,  despatch  of  Secre- 
tary of  State,  7th  April  1905,  re  form  of 

p.  132-3 

in  Sterling  secuiities  and- British  Government 

funds,  proposal  by  Sir  E.  Law  p.  119-20, 

p.  124-5,  p.  125-6 
London  portion : 

Holding  of,  in  support  of  exchange,  question  as 
to  possibility  of  misunderstanding  in  India 

906-7 
Objects  of      -  -  698-9 

Paper  Cun-ency  Act  not  in  theory  applicable  to 

904-5 
Temporary  additions  to,  by  adding  sterling 
securities  or  allocating  to,  deposits  at  Bank 
of  England  or  loans  granted  to  first-class 
borroVers  against  British  or  Indian  Govern- 
ment secui-ities,  disadvantages  -  p.  95 
Withdrawals  of  gold  from  : 

Amount  of  gold  held  1909-10  to  1913-14 

p.  16 

Further  effect  of  -         -  p.  16 

Management,  fuller  information  to  public  desirable 

907 
Origin,  distinction  from  origin  of   gold  standard 
reserve  756-61 

Silver : 

Amount  of : 

Correspondence  between  Government  of  India 
and  Secretary  of  State  re,  p-  133-5,  p.  141, 
p.  177-8,  p.  183,  p.  185-6,  p.  196-9 
Opinion  of  Sir  E.  Law  re                        -  p.  120 
Decrease  of,  and  suggestions  for  strengthening 
stock,    letter    from    Government    of    India. 
26th  April,  1906  -                                  p.  137-41 
Memorandum   enclosed   in  Despatch  of   Secre- 
tary of  State  re,  1910                            p.  188-94 
Policy  re,  letter  of  Government  of  India,  29th 
February  1912                                        p.  198-9 
Proposals  of  Government  of  India,  28th  April 
1904                -                                          p-  130-2 
Transfer  of  proceeds  of  sale  of  bills  drawn  against, 
system                     -                  -  _^94-8 

Use  of,  for  other  purposes  than  redemption  of 
notes 901-3 


ABRAHAMS,  Lionel,  C.B. — continued. 
Presidency  Banks  : 

Advantages  received  by,  as  remuneration  for  work 
done  for  Government  and  status  of  188-94 

Agi-eements  with  -         -  38,  p.  2 

Agreements ; 

Correspondence   between  Government  of  India 

and  Secretary    of   State  re  modification  of, 

1874-5  p.  30-35 

Question  as  to  importance  of  -  125-8 

Amalgamation,  see  under  Central  or  State  Bank 

above, 

new  Bi'anches,  guaranteeing  of  minimum  balance 

thereat  by  Government  for  certain  initial  period 

as  inducement  p.  2 

Business  with  natives,  question  as  to  extent  163-4 

Capital,  letter  from  Bank  of  Bengal  re,  1899 

p.  365-79 
Capital  and  reserves,  31st  March  1912,  1913  p.  349 
Deposits,  average  amount  agreed  to,  and  payments 

p.  32 
Effect  on,  of  establishment  of  reserve  treasuries 

45-6 

can  Fulfil  obligations  under  existing  circumstances 

and  agreements        -  12-")-6 

Government  deposits : 

as  Compensation  for  withdi'awal  of  note  issues, 

claim   recognised   as   reasonable   though   not 

legal  -  189,  366-9 

History  of  -  33-46 

Increase  of  amounts  on  flotation  of  loan  and  in 

special  cases  370-3,  p.  2 

Percentages  of,  to  capital   and   reseiwe  and  to 

cash,  1910,  1911,  1912  -  88,  223,  449,  p.  5 

no  Specific  security  128-9 

Statistics  -.38,  p.  1-2,  p.  349 

Telegram  from  Viceroy  to  Secretary  of  State, 

22nd  January  1913,  regarding  amount  of  p.  66 

Government  has  no  relations  with  other  banks  as 

general  rule  -  41-2 

Loans  to  : 

at  Bank  rate,  policy  re,  and  effect  of  47-9. 

374-7,  p.  2 

Conditions  attached  to  -         -         379-86 

Correspondence   between   Bombay   Chamber  of 

Commerce  and  Government  of  India  re,  1888-9 

p.  36-41 

Correspondence  between  Government  of   India 

and  Secretary  of  State  re,  1900,  1904      p.  402, 

p.  442 

CoiTespondence   between  Govei-nment  of  India 

and  Presidency  Banks,  1901  p.  442-57 

Extract  from  proceedings  of  Legislative  Council, 

January  1900  "  p.  396-7 

Increase  of : 

Advantages  -         -         -         .         -p.  3_4 

Advisability  of,  question  of  -  48-9,  p.  3 

no   general   Demand   for,   received,   telegram 

from  Viceroy  to  Secretary  of  State,  22nd 

January  1913  -     p.  66 

Difficulty  of  question  -  -         .       181 

Disadvantages  -  353-69,  428-35,  p.  3-4 

Experience  of  1875  not  considered  conclusive 

and  matter  probably  considered  from  time 

to  time  by  Government    -  .  420-3 

from  Paper  Cun-ency  resei-ve  : 

Risk  of  depleting  coiu  reserves  remote  444-7 
Objections  of  Government  of  India  re  p.  5 
Suggested      88.  159,  214-6,  361-2,  436-48, 

p.  14-5,  p.  18 

Proposal  of  Bank  of  Bengal  in  1899  p.  4 

Question  of,  owing  to  change  in  conditions 

since  1874  .         503-11 

Safety  of  banks,  question  of,  and  consideration 

necessary  -         .         .  86-8,  217-9 

Interest,  question  of  decreasing       -  208-13 

at   Less   than    bank     rate    during    periods    of 

stringency : 

Correspondence  between  Government  of  India 

and  Secretary  of  State  re,  1899       p.  49-50, 

p.  62-4 
Question  of  ....        499-502 

Report  of  Finance  Sub- Committee  to  Bengal 
Chamber  of  Commerce  in  favour  of,  1898 

p.  51-2 
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ABRAHAMS,  Lionel,  O.B. — continued. 

Pkbsidbncy  Banks — continued. 

Loans  to — continued. 

Letter  from  Bengal  Government  re,  March  1900 

•  p.  423-4 

Letter  from  Madi-as  and  Rangoon  Chamber  of 

Commerce  approving,  February  1900    p.  416, 

p.  426 
Opinion  of  Government  of  India  re  90-5,  p.  3-5 
would  be  Preferable  to  loans  to  firms  or  institu- 
tions and  effect  on  money  market  would  be 
greater         -         -  453-63 

Proceedings  of  interview,  January  1899,  between 
deputation  from  Bengal  Chamber  of  Com- 
merce and  the  Hon.  Sir  J.  Westland  re 

p.  58-62 
no  Requests  during  last  7  years  and  question  of 
reason  -   208,  378-9 

Statistics,  &c.  -       102,  p.  2 

Power  of  dealing  in  foreign  exchanges,  corre- 
spondence between  Secretary  of  State  and 
Government  of  India,  1862-78  p.  514-7 

Resti-ictions  on : 

Nature  of  -  184,  241,  242-6 

Note  on  -         -  p.  336-8 

Relaxation  : 

CoiTespondence  between  Government  of  India 
and  Secretary  of  State  re         p.  425,  p.  513, 

p.  399-407 
Correspondence  between  Government  of  India 
and  local  governments  re,  1899-1900 

p.  361,  p,  417-24 

Correspondence  between  Government  of  India 

and  Chambers  of  Commerce  re,  1899t-1900 

p.  358,  p.  383-8,  p.  391-3,  p.  416-7,  p.  424 

Correspondence  between  Government  of  India 

and  Presidency  Banks,  1890, 1901, 1903, 1905 

p.  442-89,  p.  362-9,  p.  503-11,  p.  388-90 

Correspondence    between    India    Office     and 

National  Bank  of  India,  Chartered  Bank  of 

India,    Australia    and    Hong    Kong,    and 

Shanghai  Banking   Corporation  and  Mer- 

cantUe  Bank  of  India,  1904       -       p.  491-8 

Extract    from    Proceedings    of     Legislative 

Council,  January  1900      -        -       p.  394-9 

Memorial  to  Government  of  India  re  p.  382-3 

Resolution  of  Government  of  India,  August 

1878         -  -  P-  383 

Speech  of  the  Hon.  Mr.  Dawkins  re,  1899 

p.  358-61 

Pjeivatb  Trade  : 

net  Exports   of   merchandise  and  treasure   from 
1st  April  to  31st  March  1871-72  to  1912-13 

p.  107 

Foreign  trade  from  1st  November  to  31st  October 

1892-93  to  1911-12         -  -  P-  108 

Provincial  Grovemments,  grants  to,  and  system  of 

showing  in  annual  Financial  Statement  of  Grovem- 

ment  of  India     -  -         -         57-69,  131-2 

Railways  : 

Borrowing  for,  question  of  floating  loans  in  India 

525-6 
Capital  received  from,  1907-8  to  1913-14  p.  67-73 
Fmancial  an-angements  with  companies  and  ex- 
planation of  receipt  of  capital  from  -  9-12 
Paid  out  of  surplus  revenues  when  possible  496-7 
Reduction     of     capital    expenditure,    anticipated 

effect      -  ■■;.'?•  •^'' 

Revenue,  fluctuations  and  difficulty  of  estimatmg 

o\jo — y 

Underspending  -  76,  133-4,  300-2,  p.  10 

Use  of  profits  on  coinage  of  rup'ees  for,  see  under 

Profits  under  Coimige  under  Rupees. 

Receipts,  statistics  from  1904-8  to  1913-14  p.  67-73 

Receipts  and  disbursements,  explanation  of  items 

Remittances : 

from  India  by  gold  instead  of  Council  ^iHa.  dis- 
advantages -  P-  1^ 
to  India,  private,  methods  -                   -  H* 
Selling  of,  by  Government  and  question  of  making, 
in  terms  of  gold      -         -                            1202-3 
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ABRAHAMS,  Lionel,  C.B. — continued. 
Reserve  Teeasueies  : 
Amounts  in,  from  30th  June  1910  to  31st  March 
1912       -  -  -  -  p.  351 

Amounts  in,  31st  March  1912     -  -  p.  349 

Branch,    letter    from    Government    of    India    to 
Comptroller-General,  December  1879  p.  36 

Correspondence  between  Govenunent  of  India  and 
Secretary  of  State  re,  1874-75  -         p.  30-5 

Criticism  re  locking  up  of  gold  in,  I'eply  to 

1063-73 
Disadvantages  to  trade  recognised  and  comparison 
with  system  in  America  and  England        406-12 
Establishment ; 

Effect  of,  on  Presidency  banks         -         -     45-6 
Resolution  of  Government   of   India,   Januaiy 
1876,  re  p.  35-6 

Reasons  for  •         -  33-7,  p.  3 

Justification  for,   extract  from    Financial   State- 
ment, 1889-90  p.  48-9 
Lending  out  of  balances,  difficulty,  extract  fi-om 
Financial  Statement,  1889-90  -         -  p.  49 
Letter   of  Upper  India   Chamber   of   Commerce, 
April  1900,  re   disastrous  effect  of  locking  up 
balances  in                                                 p.  393-4 
System,   open    to   criticism  of    upsetting   money 
market  but  not  to  same  extent  as  in  America 

272-9 
Resource  work  in  India,  extremely  well  done  -       224 

RbTENUB : 

Disbursements  chargeable  to,  1907-8  to  1913-14 

p.  67-73 

Receipts,  1907-8  to  1913-14       -  p.  67-73 

net    Revenue    and   expenditure    of   Government   of 

India  (excluding  Provincial  adjustments),  1909-10 

to  1913-14 p.  81 

Rothschild,  A.  de,  statement  before  Indian  Currency 

Committee  of  1898  re  Central  Bank    -         -  p.  340 

Rupees  : 
Coinage : 

''  in    Advance     of     requirements,    proposals    of 
Government  of  India,  26th  April  1906  p.  138, 

p.  140-1 

1900,  proceedings p.  110 

Profits : 

usually  Coined  into  rupees  and  explanation  of 
system     -  ...        887-900 

Credit  of,  to  gold  standard  reserve : 

Correspondence    between    Government    of 
India  and  Secretary  of  State  re,  1900 

p.  109-14,  p.  126-8 
Full  amount  due  received  with  exception  of 
amount  received  in  connection  with  bills 
on  London    -  898-8 

Letter  from  Madras  Chamber  of  Commerce 
re,  16th  August  1907  -       p.  171-2 

no   Loss   would    be   involved    in    converting 
coinage  profits  into  gold,  as  rupees  would 
be  held  in  suspense  if  exchange  unfavour- 
able 677-8 
Use  of,  for  public  works,  opinion  of  Govern- 
ment of  India  re                                       865-7 
Use   of,   for   expenditure   on  railway  rolling 
stock,  1907  : 
Adequate  amount  was  left  in  gold  standard 
z'eserve                                      -          1077-9 
Attitude  of  Government  of  India      -  586-8, 

593-6 

Correspondence  between  Bombay  Chamber 

of  Commerce  and  Government  of  India 

re,  1907  ...  p.  160-3 

Correspondence    between    Government    of 

India  and  Secretary  of  State  re     -  p.  159, 

p.  160,  p.  163,  p.  168-71,  p.  175-8,  p.  182 

Explanation  of  proceedings     584-5,  589-92 

Letters   of  Madras,   Bengal,   and   Karachi 

Chambers  of  Commerce  re,  1907  p.  171-5 

interim  Report  of  Indian  Railway  Finance 

Committee  (1907)  re  p.  156-7 

no  Risk  of  over  coinage  with  view  to   971-2 

Telegrams  between  Secretary  of  State  and 

Yiceroy,  1907         -        -         -      p.  157-9 

Purchase  of  silver,  see  Silver,  purchase  of,  for 

coinage,  below. 
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ABB  ATT  A  MS,  Lionel,  C.B. — continued. 
RrPEES — contin  ued. 
Coinage — continued. 

Question  whether  Committee  of  1898  anticipated, 
to  extent  that  has  taken  place      -         -       880 
Regulation,  method  606-8,  885-6,  893,  1008-15 
Conversion  into  gold : 

no  Legal  obligation      656-7,  663-7o,  1112, 1113 

Policy  re         -  948-50 

Supply  of  gold  insufficient  to  replace  all  rupees, 

but  no  obligation  on  Government  868-76, 883-4 

Decrease  of  reserve,  1912,  and  steps  taken,  and 

reason   for   not  buying  silver  out  of  increased 

gold  in  Paper  Currency  reserve  984-92 

Exchange  at  Is.  4(J.  not  guaranteed  and  guarantee 

not  advocated  -       844-50,  854-5 

Government  have  no  means  of  forcing  rupees  into 

circulation  if  not  desired  by  public  -  1014-5 

Importance  of  maintaining  at  Is.  4d.  -.        -  693-4 

as  Token  coins   -  ■  -  673 

Unlimited  legal  tender         ■  684-8,  1111-2 

Variations  in  pubHc  demand        -  608 

Silver,  pracHASE  or,  fob  coinage  : 

1906,  not  in  excess  of  real  requirements      -  830-2 
1912,  justification  for  -     11,507-13 

in  Bombay,  question  of  11,497-500 

Buying  steadily  in    small   quantities,  considered, 
but  objections  to  -  613,  11,494 

in  India  in  the  past  11,501-2 

Methods   of   payment  and  question  of  increasing 
total  cun-enoy  -  974-93,  1001 

Regulation    of,   con-espondence  between  Govern- 
ment of  India  and  Secretary  of  State,  1912 

p.  197-8,  p.  203 
Regulation  of,  and  question  as  to  effect  of  system 
on  market  -  -         -  609-12 

Request  for,  by  Government  of  India,  1906,  and 
reply  by  Secretary  of  State  p.  141,  p.  142-3 

no  Ring  among  the  bullion  dealers  in  London  11,500 
Speculation   not  anticipated   in   future   to   great 
extent    -  -         -         -  -11,496 

Use  of  gold  in  paper  currency  reserve  for,  cor- 
respondence between  Government  of  India  and 
Secretary  of  State  re       p.  110,  p.  127,  p.  153-4, 
,  ,  p.  165-6.  P-  160 

Silver  token  coin,  exchange  not  affected  by  amount 
of,  in  circulation  -         -         -  1274-7 

SoVEEBIttNS: 

Absorption  by  public,  1899-1900  to  1912-13,  com- 
pared with  absorption  of  rupees       -  1032-4 

Demand  for,  increasing  -  -     1142 

Difficulty  in  getting,  exchanged  less  than  in  case 
of  notes  -  1265-6 

Encouragement  by  Government,  question  of,  and 
com.parison  with  encoui'agement  of  notes 

1260-7,  1290-8 

Exports  from  India  on  private  account,  September 

1907  to  December  1908  p.  103 
Extent  of  use  p.  214 
Half-sovereigns  : 

Believed  to  be  not  popular      - 1177-80, 1278-82 
Import : 

Consideration  of,  by    Government,   formerly 
and  reasons  deciding  against  large  imports 

1285-6 
by  Exchange  banks,  but  coins  not  popular 

1286-9 

Held   in   Government  treasuries  and  reserves  in 

India,  diminvition,  September  1907  to  December 

1908  -  -  -  -  p.  103 
Hoarding  and  meltiug  down  of,  1907-8  -  1132 
Imports,  absorption  by  public  and  number  held  at 

end  of  year,  1909-10  to  1912-13  -  -  p.  21 
Imports,  exports,  and  absoi-ption,  1901-2  to  1912-13 

p.  84 
Impoi-ts  and  exports,  1901-2  to  1912-13     -  p.  213 
Issue  of,  to   maintain  exchange,  at  time  of   un- 
favourable  trade  balance,  must  be   at  rate  of 
15tol  ■         ■        -  952 

as  Legal  tender  -  566,  p.  212 

Receipts  and  issues  into  and  from  Government 
treasuries  and  reserves,  1909-10  to  1912-13 

618,  p.  214 


ABRAHAMS,  Lionel,  C.B, — cmvtinued. 
Sovereigns — continued. 

Statement  of  imports  and  exports  to  or  from  India, 
amount  held  by  Government  and  absorption  by 
public,  1899-1900  to  1912-13  -  p.  216 

Tendency  to  go  in  to  paper  curi'ency  reserve   1264 

Unlimited  legal  tender  -         1111-2 

State  Bank,  see  Centi-al  or  State  Bank  above. 
Sterling  bills,  rate  of  exchange  in  Calcutta,  1907-8, 

and  question  as  to  rate  in  future  -  792-8 

Sterling   reserve,  no   policy   of    accumulating  high 

balances  with  view  to  building  up        -  265-70 

Taxation,  net  revenue,  1009-10  to  1913-14  p.  81 

Trade,    assistance    by    Government,    extract   from 

Financial  Statement,  1889-90  p.  48 

Treasuries  : 
-District,   holding   of   balances   in,  policy  re,  and 
statistics         .  -  -     33,  p.  1-2 

Gold  held  in,  1901-2  to  1912-13  -    p.  85 

Large  amount  of  money  in,  early  in  1913  and 
question  of  reason  -         -  -  280-8 

Reserve  treasuries,  see  that  title. 
Unfunded  debt,  see  wnder  Debt  above. 

Westland,  The  Hon.  Sir  James,  K.C.S.I  : 
Notes  on  the  management  of  Government  balances 

p.  42-7,  p.  53-7 

Proceedings    of    interview,   11th    January    1899, 

between  deputation  from  Bengal   Chamber  of 

Commerce  and,  re  management  of  Government 

balances  -         -  ■        P-  58-62 

Act  to  amend  the  Act  for  the  Better  Government  of 

India,   22    &   23   Vict.   c.  41,  s.  3,  re   Government 

deposiis  in  Bank  of  England,  Abrahams  p.  354 

Act  for  the  Better  Government  of  India,  21  &  22  Vict., 

,    c.  166,  s.  43,  re  Government  deposits   in  Bank  of 

England,  Abraham,s  -         -         -         -  p.  354 

Aiit  of  1898,  object  of,  Newmarch  1349-52, 1374,  p.  221 

Africa,  increasing  demand  for  silver,  Frewen      ■     9573 

Agriculture : 

Agricultural  land  bank,  Unsuitability  of,  on  ordinary 
lines,  to  India,  Reed   -         -         -         -  9924 

Agriculturists  would  probably  be  outside  Indian 
money  market  -  -■       -  166-7 

Central  bank  should  assist,  and  suggestions,  JLv/nter 

6799-804 

Need  for  financial  system  for  encouragement  of,  and 
scheme,  Samilton        -       2480-5,  p.  524-6,  p.  627 

high  Rates  of  interest  paid  by  sinaU  cultivators 
owing  to  being  in  hands  of  native  moneylenders, 
Hunter  -  ...         6920-4 

State  bank  would  not  cater  for  cultivators  now 
dependent  on  moneylenders,  and  encouragement 
of  co-operative  credit  system  advocated,  Toomey 
and  Fraser  -  2621,  p.  537 

Statistics,  Howard  -         - 1899-1900,  1909-16,  p.  583 
Army  expenditure,  over-estimate,  1909-11,  Meston 

9028 
Asia,  effect  of  fall  in  exchange  1908,    on   trade  with 

U.S.A.,  Frewen      ■         -  .  9519  (p.  30) 

Australia : 

Purchase  of  sovereigns   in    transit    from,    against 

transfei-s,  see  imder  Council  BiUs  and  Telegraphic 

Transfers. 
Supply  of  sovereigns  from,  Howa/rd         -  8326-9 


1837-2068.  p.  309 


BADOCK,  "Walter,  O.S.I. 
Approved  Borrowers'  List  : 

Firms  on,,  list  of  -  '        P  315-C 

System,  &c.  1839-43,  1851-3,  1956-7,  2036-9, 

-r,  *  I'-  -09 

Balances  in  London  (India  Opfice)  : 

Arrangements  with  Bank  of  England,   see    under 

Bank  of  England  below. 

Location  of,  1912-13  -  .  p_  319 

Statement  showing,  for  each  day  in  1912-13 

■c  -r.  P-  319-327 

Bank  of  England: 

Annual  rates  of  charge  made  by,  for  issue  and 
management  of  Indian  debt,  particulars  re,  &c. 

2054-68,  p.  331 

Airangements  with,  for  issue  of  loans  not  made 
for  any  fixed  period         .        .         .        .     \Q\% 


INDEX. 
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BADOCK,  Waiter,  G.S.l.—cmitmued. 
Bank  or  England — continued. 

Arrangement  with,  that  balances  each  day  should 
not  fall  helow  500,000L,  but  balance  often  more 
•       ^  1914-6,  2048-9,  p.  319 

Day's  notice  required  by,  before  heavy  withdrawal, 
and  failure  of  attempt  to  obtain  concession 

2025-8 

Remuneration  to,   attempts    made    to  get  rates 

reduced  -         - ,  .  1914-7, 2048-53 

Statement  of  payments  .to,   for   certain    services 

1903-4  to  1912-13  -  2047,  p.  329 

Bank  of  Ireland  : 

Annual  rates  of  charge  made  by,  for  issue  and 

management  of  Indian  debt    -  -  p.  331 

Statejment  of  payments  to,   for   certain  services, 

1903-4  tq  1912-13  -  p.  239 

Deposits  with  Banks  in  England: 

.Banks    represented   on    Council    not    in    better 

position  to  obtain  deposits,  but  their  class  of 

business  better  known     -    '  2011-2 

Inter^t  realised  from,  gross  and  net  amounts  of, 

and  brokers'  commission,  1893-94  to  1912-13 

p.  318 
Method  of  selecting  banks  -         -  1906-8 

Names  of  banks  -         -  1967-9 

Other  banks  have  applied  since  -  '      -        1968-71 
Particulars  re     -  -         -         -  p.  312 

no  Security  received  and  explanation  -       1938-45, 

1972-3 

Statement  showing  transactions  for  each  day  in 

1912-13 ...       .    .   p.  319-27 

a  Temporary  expedient  1909-11,  1944-5 

Two  members  of  Council  connected  with  banks, 

and   possibility   of  hostile   criticism   was   fully 

considered  -         -         -        1946-50 

India  Office  : 

Balances,  see  under  Balances  above. 
Broker : 

Appointment,  mode  and  period        -  1881-2 

Commission  paid  to,  1893-94  to  1912-13     1887, 

p.  318,  p.  330 

India  Office  has  first  call  on  time  of         -     1974 

JSTote  by  Lord  Inohcf»pe,  re  payment  of      1887-8 

Payment,   arrangements   and    justification    for 

1883-902,  1926-30,  1975-8,  1983-95,  2040-6, 

p.  311 

no  Business  can  be  placed  before  any  Committee  or 

before  Council,  and  no  member  of  Council  can 

take  part  in  business  of  any  committee  unless 

requested  by  or  on  behaK  of  Secretary  of  State 

1955 
Finance  Committee : 

Chairman  a  city  member  for  last  30  years,  and 

present  chairman  appointed  by  Secretary  of 

State,  -  -  -'-     -         -  1944-7 

City  members       ,     ,        -         -  1843 

a  Cominittee  of  the  Council     -  -     1849 

Composition,  at  discretion  of  Secretary  of  State, 

and  mode  not  different  from  that  in  connection 

with  any  other  committee  •  1951-3 

Delegation  of  powers  to  chairman  or  chairman 

and  one  or  two  others  in  some  cases     1849-50 

Member  of  Opimcil,  term  of  appointment         1848 

Payments,  memorandum  on  authority  required  for, 

and  system  of  control      -  -       p.  331-5 

Purchase  of  stores  for  India,  system  p.  331-2 

Statement  showing  balance  and  cash  transactions 

for  each  day  in  1912-13  .-         -         -     p.  319-27 

Lending  by  Government  in  London  : 

Agreement  for,, copy  -  p-  314-5 

Amount  -         1854-7,  1922,  1934-7,  p.  309 

Audit  •  •      1903-4,  p.  311 

Cases  of  failure  to  pay  on  due  date    1912-3,  1998- 

2000,  2006-7,  p.  312 
Instructions  to  broker  -  -  -  P-  310-1 
Interest : 

Average  rate  of,  in  each  month  in  1910,  1911, 

1912,    1913   (to   3l8t   May),   and   bank  rate 

during  corresponding  periods  -  p.  328 

Close  rate  believed  to  he  obtained  -  1965-6 

Protection  against  brofeer  aeCepting  wrong  rate 

■  -^  -aI  *:  :        1931,1964 


BADOCK,  Walter,  C.S.I. — continued. 
Lending  by  GrOVBRNMBNT  in  London — continued. 
Interest — continued. 

Rate  from  borrowers  on  one  day,  almost  uni- 
versally the  same  -  2030-2 
Responsibility  rests  with  broker  1879-80,  p.  311 
Interest,  realised  from,  gross  and  net  amounts  of, 
and  brokers'  commission,  1893-94  to  1912-13 

p.  318 
Maximum  total  amount  usually  able  to  be  placed 

2033-5,  p.  312 
Method  of  payment  of  -  1862,  p,  311 

Money  sometimes  held  over,  to  obtain  better  rate 

2031 
at  Par  on  Indian  railway  debentixres  1923-5 

Period  and  system  of  fixing      1858-9,  1933,  1996- 

2000,  2005,  p.  309-10 

Principle  of  placing,  after  provision  for  all  special 

liabilities  foreseen,  rest  distributed  evenly  over 

each  business  day  '  -         -     2014 

Procedure  in  case  of  failure  of  a  borrower   2001-4, 

2009-10 
Securities : 

Authorised  for  acceptance,  list       1860-9,  p.  310 
Increase,  question  of  -        1919-21 

India  debentures,  explanation  -         -  1980 

Letters  to  Bank  of  England  and  broker  giving 
instructions  re,  1893,  1913   -         ,-       p.  812^ 
Market  more  limited  2034-5 

Particulars  re,  on  certain  dates  1912, 1913  p.  317 
Reason  for  certain,  being   taken  at   par  value 
and  others  at  market  value      1870-8,  1923-4. 

1958-63,  1980-2 

Small    amount    sometimes    remains    unlent     for 

short  time  1855-6 

Statement  showing  transactions  for  each  day  in 

1912-13  -  -  p.  319-27 

Timing  of,  to  prevent  public  criticism  of  borrowing 

money  to  meet  payments  at  higher  rate  than 

received  from  loans,  question  of       -        2013-24 

Baker,  E.  N.,  quoted,  Ross  -  p.  546,  3633 

Baker,  Sir  Edward,  reduction  of  taxation  hj,  Meston 

9041 
Balances : 

Amalgamation  with  reserves  not  advocated,  Dalai 

p.  679-80 
Amount  of  : 

not  Excessive,  Sundara  Iyer  -         -  p.  632 

Extract  from  financial  statement,  1889-90,  Abra- 
hams ■  -  p.  48 
Fluctuations  unavoidable  and  not  much  harm  in, 
Abrahams  321-5 
too  Large  and  in  excess   of   those  held   by  any 
British  Government  in  any  part  of  the  world, 

Webh p.  550,  p.  554 

Liability   for  Savings   Bank   balances   should   be 

considered,  Schuster  -  11,050-2,  11,155 

Maximum   of  10,000,000Z.,  3,000,0002.   in  London 

and  7,000,000L  in  India  advocated,  Webh    5064- 

85,  5096,  5309-12,  5452-6,  6032-5,  p.  553-4, 

p.  554,  p.  569 
More  than  normal  amount  advocated,  Ghunilal 

p.  765 
Question  of  (Westland),  Abrahams  p.  46 

Redtiction  by  reducing  taxation,  budgetting  for 
large  deficits  and  suspendiag  borrowing  and 
investino'  in  reproductive  works  advocated, 
Webb  4969-76,  5048-52,  5581-3,  p.  551 

10,000,000L  formerly,  Webb  5075-8,  6031 

10  or  12  millions,  as  combined  in  England  and  in 
India,  not  sufficient,  Schuster  - 11,142 

Cnnecessarily  high  of  late,  Pandya  p.  635,  9594-8 
Year's    prospective    capital    outlay    on    railways 
should  be  held  in,  Sc/iwsfer  -         -11,050 

Budget  sui-pliises  should  not  be  hypothecated  before 
passing  of  budget  by  the  Imperial  Legislative 
Council,  Beed     -  -  P-  666-7 

Charge  against  Secretary  of  State  of  having  with- 
drawn funds  from  India  for  benefit  of  London  based 
on  confusion  of  cuiTency  with  capital,  -Bo.ss  -  p.  543 
Close  budgetting  impossible  and  dangerous  in  India, 
Howard  - 


8281-2 


Closing  : 
in  India  and  England  on  31st  March  from  1893 
to  1914,  Abrahams  -        -        -        p.  74-5 
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Balances — continited. 

Closing — continued. 

Statistics  and  policy  re,  Abrahams -p.  8-10,  p.  67-73 

Control  of,  shoiild  be  in  money  markets  and  com- 
mercial centres,  Meid    -         -         -  7307-13,  p.  572 

Correspondence  between  Bombay  Chamber  of  Com- 
merce and  Government  of  India  re  policy  in 
dealing  vith,  Abrahams  ■        1888-9,  p.  36-41 

Deposits  with  banks,  see  that  title. 

BiSTBIBTJTION  : 

between  England  and  India : 

Policy  re,  Abrahams  80-5 

Statistics,  Abrahams  -      p.  1 

in  India,    1895-96,   1900-01,   1905-06,    1910-11, 
1911-12,  1912-13,  Abrahams  -         -      p.  76 

among  u.'reasuiies  in  Provinces,  system  (Westland), 
Abrahams  -         -  P-  42—4 

Bxtent  of  surplus  in  futm-e,   impossibility  of  esti- 
mating, Abrahams      -  -         -  413-4 
G-ovemment   over-cautious   in  underestimating,  but 
imderestimating  probably  justified.  Smith    8441-2 
High: 

Causes,  Abrahams,  55-79,  133-4,  293-304,  p.  9 ; 
Webb,  4961-8,  4977-84,  5042 ;  Howard,  8123- 
52,  p.  576-8 ;  Sundara  Iyer,  p.   652  ;  Harrison, 
10,158-76  ;  Currie,  10,485-8. 
Cantieus  policy  of  Government  justified,  Forrest 

p.  698 
serious  Drain  on  resources  of  India,  Webb 

p.  550-1,  p.  554 

Due  to  unusual  circumstances  and  no  complaint 

made,  Hunter  -  ...     6364 

Justification   for,   Howard  8156-9,  8167-8,  8280. 

p.  578-9 

of  Last  thi-ee  or  four*  years,  question  of  retention 

in  India  for  use  in  money  market  not  really 

considered,  Abrahams  419 

1913,  reduction  budgetted  for,  Newmareh     1358-9 

no  Objection  to,  Hamilton  -  2278-9 

a  Temporary  phenomenon  only,  due  to  abnormal 

circumstances,  Sundara  Iyer  -         -  8962-3, 

p.  631-2 
Holding  of,  by  Central  Bank,  see  under  Functions 

under  Central  or  State  Bank. 
Inceease : 

During  busiest  months,  and  statistics,  January — 
April  1911,  1912,  1913,  Beid   -         ■         -  p.  571 
from  31st  March  1907  to  31st  March  1913,  Webb 

p.  550 
Question  of  effect  on  money  market,  Abrahams 

416-8 
IN  India  : 
Amoimt : 

Increase  from   85  to   11    crores  was  fully  con- 
sidered, Barrow  3172—4 
Lower,  not  desirable,  Barrow  -         -  3051 
Minimum,    increase,    and   reasons,    Bhupendra 
Nath  Mitra                                                    4316 
Minimum   working    balance,    Bhupendra    Nath 
Mitra                                        4809-11,  4509-15 
More  than  normal  amount  advocated,  Chunilal 

p.  765 
Normal  amount  and  object  of,  Abrahams 

225-7,  349-52 
Question  as  to  suitable  amovint,  Barrow 

3233-48 

Reduction  recently.  Boss  -         -  3840-2 

Smaller  in  proportion  to  volume  of  business  than 

formerly,  Bhupendra  Nath  Mitra  4326-8 

124    millions   on   Slst    March,   explanation   of 

system,  Bhupendra  Nath  Mitra  4309-11,  4508 

19    millions,    31st    Mai-ch    1910,    explanation, 

Bhupendra  Nath  Mitra  -  4337-8 

Distribution,  Bhupendra  Nath  Mitra   -       4311-4, 

4498,  4605-7 

High: 

Abnormally  high  since  1908-9,  Jlfesioii    -     9026 
Causes,  Barrow,  3041-5 ;  Boss,  3682-5,  3708-9, 

3737-8  ;  Meston,  9025-38,  9161,  9195. 
not  Deliberate,  Meston    ■         -  9025 

Lending  out  of,  see  Lending  by  Government  in 
India. 

Multiplication  of  branches  of  Presidency  Banks 
would  not  enable  decrease  of,  Bhupendra  Nath 
Mitra 4334 


Balances — -continued. 
IN  India — continued. 

Normal,  except  in  1913,  Smith   -         -        -  p.  613 

Resource  work  in  India,  work  extremely  well  done, 

AbraJmms        -        -  ...       224 

Review  of,  procedure,  Bhupendra  Nath  Mitra  4315 

Transfer    from   revenue    to    capital    expenditure 

might    be    governed    by    less  rigid   principles 

(Bengal  Chamber  of  Commerce),  McLeod    7247, 

p.  604 
Treasuries  worked   with  minimum  amount  com- 
patible  with    proper    discharge    of    fimctions, 
Harrison         -  -  10,182-3 

Lending  by  Government,  see  that  title. 

Location  : 

see  also  District  Treasui-ies,  Presidency  Banks,  and 

ReseiTe  Treasuries, 
in  India : 

and   Administration  by   Government  of  India, 

advocated,  Beed  -  "         '  P-  666 

Advocated,  except  for  minimum  amount  required 

by  Secretary  of  State,  Pandya      9601-3,  9621, 

9629,  p.  635,  p.  638-9 

and  Government  policy  re,  Abrahams  31,  p.  1-3 

in  London : 

for   Advantage    of    London    market,   reply   to 
criticism,  Inchcape       -  -     10,748-51 

Advantages  of,  and  reply  to  criticism,  Schuster 

11,183-9 

Desirable  as  resource  against  fall  in  exchange, 

Newmareh   -  -         ■  -     1361 

Desirable   after   Indian  interests   provided  for, 

Schuster      -  -  11,098-101 

Justification  for,  Howard  p.  579-80 

Necessity  for  retention  of  excessive  balances  in 

London  not  proved.  Boss  3581,  3829-30, 

p.  543 
Objection  to,  Beid  -        -  ■        ■  P-  572 

no  Objection  to  methods,  Toomey  and  Fraser 

2565,  p.  536 
Question    whether    balances   should    belong    pri- 
marily to  India  and   surplus  only  should  go  to 
England,  or  vice  versa,  Harrison  10,180-2 

IN  London  (India  Opficb  baiances)  : 
not  AfEeoted  by  gold  standard  and  paper  cm-rency 
reserves,  Abrahams  -         -         .         .  109 

Amount : 

1912,  Balal     -         -  -         -         -  p.  684 

Higher  than  in  India,  Pandya  -         -  p.  635 

Present,  Currie  -  10,483-4, 10,588 

Reduction : 

Desired,  Harrison  -  - 10,194 

Impossibility  for  period  1909-10  to  1913-14, 
Abrahams  -         -         -         -    p.  16 

would  be  Possible  if  Government  stores  were 
purchased  and  paid  for  in  India  and  pro- 
posal approved,  Webb  -      5296-301 
Provided  for  in  budget  estimates  from  1909-10 
to  1913-14,  Abrahams  p.  19-20 
2    millions   at   least   should   be   with   Bank  of 
England  in  current   account,  and   remainder 
lent  for  short  periods  on  secmdties,  preferably 
to  Indian  Exchange  Banks,  Sassoon  David 

p.  715 

4  millions  advocated  as  maximum,  Balal   -  p.  684 

5-7  millions  advocated,  Sassoon  David     -  p.  715 

Unnecessarily  large  floating  balances  undesirable, 

Oraham  -        -        -  4898-905 

An-angement   with  Bank   of  England,  see  under 

Bank  of  England. 
Deposits  with  banks,  see  that  title. 
Expenditure  and  policy  of,  approved,  Webb    5246- 

60,  5648,  6669-63 

High: 

Abnormally  high  1910,   1911,    1912,    but  not 

deliberately  accumulated  for  convenience  of 

London  money  market,  &c.,  Smith       -  p.  612 
British  prestige  and  influences  in  India  injured 

by,  Webb  -  -  p.  564 

Causes,   Abrahams,  p.   20-1;   Bhupendra  Nath 

Mitra,  4378-86,  4495-7. 
;Estimated  for  in  1911-12  and  1912-13,  Barrow, 

3043-5 
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Balances — continued. 

IN  London  (India  Office  BAiiANCBS) — continued. 
High — continued. 

no  Policy ^f  retaining  balance  greatly  in  excess 

of  requu-ements,  Abrahams  -     347-8,  p.  19-21 

Possible  mode  of  employment  under  a   S^ate 

Bank  system,  Abrahams       -  11,553-7 

Public    criticism    of     extract    from    "  Times," 

Abraham,s  ....  p.  19 

Unnecessary,  and  criticism  of  policy,  Webh 

4961,  5018-22,  5041-8,  p.  550 

good  Use  made  of,  Meston  9158-60 

Interest,  statistics,  Abrahams      -  -    p.  14 

Keeping  of  large  balances  in  London  necessary, 

Currie  -         -  p.  669 

might  have  been  Kept  down  by  paying  ofE  India 

bills  and  not  raising  loans  until  sm-plus  absorbed, 

McBobert p.  547 

Lending  out  of,  see  Lending  by  Government  in 

England. 
Location  of,  Abrahams,  51-4,  197,  p.  7-8  ;  Badoch, 

p.  319. 
Monthly  statement  should  be  published,  Dalai 

p.  684 

no  Objection  to,  as  plenty  of  money  left  in  India 

Sunter   •  -  6336 

Opening  and  closing,  1909-10  to  1913-14,  Abrahams 

p.  83 

Policy  re„Abrahams    -      50,  107-8, 148-56,  p.  7-8 

Public  confidence  in  official  management  of  India's 

currency  and  finances  vreakened,  Webb     6223-9, 

p.  564 
Purchase    of    bank    bills    as    mode    of    investing 
through  Bank  of  England,  objections  to  pro- 
posal, Schuster  11,090-4 
Statement   showing,    for    each    day   in   1912-13, 
Badoch   -         -         -                                p.  319-27 
Statistics,  1906-7  to  1910-11,  Sundara  Iyer  p.  631 
Statistics,  3lst  March  1908  to  31st  March  1912, 
Webb       ....  -  p.  551 
Use  of,  in  1913,  Cvrrie                                10,588-90 
could  not  have  been  Used  advantageously  in  India, 
Bhupendra  Nath  Mitra   .         -         -         -     4375 

MA-NAGEMBNT  : 

no  Criticism,   Toomey  and  Fraser,  2565,  p.   536  ; 

Beid,  7363. 

Criticism,  Harrison    -  - 10,193 

no  Divergence  of  interests  between  England  and 

India  in  dealing  with,  Schuster        -       11,170-8 

Influenced  by  financial  interests  in  England,  PandA/a 

p.  636,  p.  642 
JTotes  on,  by  Sir  James  "Westland,  Abrahar/is 

p.  42-7,  p.  53-7 
no  Serious  criticism  of,  except  in  1910,  1911,  and 
1912,  Smith    ■  ....     8439 

Subordination  of  Indian  interests  to  London  mone- 
tary interests,  Chunilal  ■  -  -  p.  768 
1912,  India  bills  paid  off  in,  might  have  been  paid  ofE 
earlier.  Smith  ■  8440,  p.  612-3 
Opening,  1907-8  to  1913-14,  Abrahams  p.  67-73 
Policy  re,  Abrahams  ....  148-59 
Policy  approved,  JVfcXeod,   6998-9,   7087-8,   7217-9; 

Dunbar,  7856-7. 

Policy  re,  approved,  but  alternative  of  borrowmg  more 

largely  for  development  works,  LeMarchant  7828-36 

should  be  Put   at  disposal   of  market   (Enghsh   or 

Indian)  most  in  need  of  relief.  Hunter         -  p.  592 

Reduction   of   amounts  borrowed,    or   discharge    of 

temnorarv  debt  might  have  been  possible  earlier, 

nJard^  -     8126,  8158-9,  p.  577 

Remittances,  see  that  title.  _ 

Statistics  of,   and    of    amounts    held  m   reserve   m 

other  treasuries,   1886-7  and  1887-8  (Westland) 

Abrahams  -         -       /    ,    "  ,      ,   j.    '    ^'    j. 

Sums  already  allocated  and  placed  at  disposal  ot 
Provincial  Governments  included  in  statements 
of  and  question  of  altering  form  of  statement, 
Abrahams,  57-§9,  131-2;  Bhupendra  Nath  Mitra, 

4431-7 
Surplus  should  be  used  for  development  of  railways 

and  irrigation  works,  Chunilal  '  F'-J  j 

Surplus  over  prescribed  working  balance  and  bud - 
netted  demands  of  Secretary  of  State,  should  be 
^  1. ij„„ii„  Toleased  for  lightening   of  money 

.  .  •  -  "  t7i7v4! 


market,  Beed 


Balances — continued. 

present    System   not   entirely    satisfactory,    Indian 

.  market  not  givenfull  advantage  of,  Meston  9226-30 

System  of  borrowing  for  reproductive  capital  works 

instead  of  using,  and  criticism  of,  Webb        -  p.  553 

Transfer  from  India  to  England,  method,  Abraham.^ 

p.  11 

Use  of,  for  paying  ofiE  debt  (other  than  temporary), 

objection  to,  Howard  -  p.  578-9 

Use  of,  foe  purposes  of  trade  : 

see  also  Lending  by  Government. 

Methods  fWestland),  Abrahams  p.  46-  7 

Note    by   Sir   J.   Westland,    on    management    of 

Government     balances,    re     difficulties,      1899, 

Abrahams  ...  "        P-  53-7 

should  be  Used  for  education,  sanitation,  &c.,   and 

reproductive  works  to  be  cairied  out  by  borrowing, 

Beed,     9896-901,    p.    666-7;     Dalai,    11,360-71, 

11,420-4. 

Whole  of,  not  held  at  disposal  of  Secretary  of  State, 

1912-13,  Abrahams  -  426-7 

Bank  of  England : 

An-angement  with,  that  balances   each   day   should 

not  faU  below  500,000Z.,  but  balance  often  more, 

Abrahams,  51 ;  Badoch,  1914-5,  2048-9,  p.  319. 

Arrangements  with,  for  issue  of  loans  not  made  for 

any  fixed  period,  Badoch  -         -  1918 

Charges  : 

Annual   rates   of,  for  issue   and    management   of 

Indian  debt,  particulars  re,  &o..  Badoch  2054-68, 

p.  331 
for  CuiTency  notes : 

Excessive  rates  paid  for  some  years,  Abrahams 

11,662 
High,  but  attempt  being  made  to  obtain  reduc- 
tion, Badoch,  2048-53 ;  Cun-ie  10,521-2. 
High,  and    attempts   constantly   made   to  obtain 
reduction,  Schuster  11,095-7 

not  Low,  but  not  considered  unreasonable,  Currie 

10,519-21 

Day's  notice  required  by,  before   heavy  withdrawal, 

and  failure  of  attempt  to  obtain  concession,  Badoch 

2025-8 

"  Export  comer  "  in  sovereigns,  Dalai  -  p.  678 

Investment,  securities,  and  investment  in  trade  bills 

or  advances  to  traders  would  not  be   considered, 

Cole  3438-44 

Lending  through,  see  under  Lending  by  Government 

in  England. 

Pui'chase  of  bank  biUs  through,  for  investment  of  home 

balances,  objection  to  proposal,  Schuster    11,090-4 

Question  of,  as   central  bank  for  United  Kingdom, 

Schuster     ■         ■         -     11,018,  11,023-7,  11,143-8 

Relations  with  India  Office  friendly,  apart  from  recent 

incidents.  Cole     -  3374,  3512-8 

Remuneration  to,   and  attempts  made  to   get  rates 

reduced,  Badoch  -  1914-7, 2048-53 

Statement  of  payments  to,  for  certain  services,  1903—4 

to  1912-3,  Badoch       -        -  2047,  p,  329 

Statutory    enactments     regarding     account    of    the 

Secretary  of  State  in  Council  at,  Abrahams  -  p.  354 

Transfers,   stock  receipt    not   accepted   as   evidence 

without  seeing  ti'ansfer  book  and  procedure  might 

be  simplified,  Scott       ■  ■   2088, 2144 

Verbal  arrangement  with,  re  purchase  of  silver  and 

subsequent  misunderstanding,  Schuster       11,076-7 

Bank  of  France: 

Bullion  ia,  1863-76,  Sundara  Iyer  -  -  p.  622 

Operations,  &c.,  Boss      -  -  3688,  p.  545 

State   bank,   if   established,   should   be  on  lines  of, 

Currie  •  10,579,  note 

Bank  of  Ireland: 

Annual  rates   of   chai'ge   made   by,    for    issue   and 

management  of  Indian  debt,  Badoch  -  p.  331 

Statement  of  payments  to,  for  certain  services,  1903—4 

to  1912-3,  Badoch      -        -  -        -  p.  329 

Bank  Bate  in  India: 

6  per  cent,  for  steady  borrowers  all  the  year  round. 
Smith  -  -  p.  614 

7  per  cent,  should  not  be  exceeded  at  the  worst, 
McBobert  ■  4118-9 

7  or  8  per  cent,  the  normal  figures.  Smith       8494-5 

9  per  cent,  only  in  1906  and  1908  for  a  few  weeks, 

Dunbar -    7874 
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ROYAL  COMMISSION   ON   INDIAN   FINANCE   AND   CUKRENCT  : 


Bank  Rate  in  India — continued. 

Advantages  to  be  derived  by  preventing  high  rates 

periodically,  Abrahams  -         -         -  390-7 

Average,    not    immpderately    high,    Beid,   p.    571 : 

Inchcape,  10,943,  10,967-74. 
Complaint,  no  ground  for,  taking  whole  year  round, 

Smith  -        -      .-  .-        '     8468 

few  Complaints,  Toomey         -  2854-7 

Connection    between    high    rate    and    Govemipent 

revenue  collecting  season,  Abrahams  398-404 

Cultivators'  money  market  has  no  connection  with, 

Sundara  Iyer     •  ■  ■         "        8969-71 

Decrease  of  differences,  if  achieved  by  Central  Bank, 

would  be  an  advantage.  Smith  ■  8645 

Differs  in  different  Presidencies  sometimes.  Smith 

8639-44,  8800-1,  p.  613 
no  Difficulty  experienced  in  borrowing  money  on  good 

se^Qijirity,  Inchcape,  ■      ,  -■        r;;     10,982-3 

Fluctuations,    caused    by    inelasticity   of    currency 

accentuated  by  withdrawal  of   sums   by  G-pvera- 

ment,  jffMTOfec     -  ■  P-  694 

High  : 

Causes,  Sunter  6624-32 

Injurious  to  trade,  RciA  -  p.  571 

High  seasonal  rate,  decrease  would  be  advantageous, 

Inchcape     -         ■  -  10,943-50 

Lending   by  Government   would   bring   rate   down. 

Smith  -  -         ■  8646-9 

Moderate,   for   accommodation   spread    over    whole 

year,  but  difficulty  of  busy  season,  Beed     9918-21 
not  Necessarily  test  of  condition  of  market,  Meston 

9220 
Number  of  borrowers,  broadly  speaking,  dependent 

on  trade  not  on,  Dunbar  -     7992-8,  8003^ 

Bank  Bate  in  London: 

High,  question  of  effect  on  private  remittances  from 

India,  Webb         .         -         -         -  6184-203 

Importance  as  regards  Indian  trade,  Svmter  6615-21, 

6967-9 
Banking  business  by  Government,  question  oi,  Abrahams, 
101-6,  118 ;  Newmarch,  1622-3. 

Banking  Business  in  India: 

not  Carried  out  by  Government  except  savings  bank, 

'Schuster  ;  -11,017 

Development  of,  would  be  advantageous,  Le  Marchant 

"  ^  7852-3 

Defect,  no  provision  made  for  financing  "agriculture 

and  need  for,  Samilton  2480-5,  pp.  524-6, 527 

Tendency  towards  concentration  in  seaports,.jD'itm6ar 

'7949,,  8053 
Banks,  British: 

Deposits  viith,  see  that  title. 

Percentage  of  cash  in  hand  to  deposits     1902,  p.  471 

Banks  in  India : 

Caidtal  and  reserve,  1890-1911,  Pandya  -  p.  658 

Cleai-ing  house  figUrfes : 
1890-1911 ,  Pandya  -  p.  658 

1907-12,  Howard  -  "         -  P-  581 

Creation   of    State    Bank    would    affect,  adversely, 
Pandya  -  -    '  -  p.  643 

Danger  of  multiplication  of  so-called  banks  that 
are  only  .pawnshops,  and  i-estriction  desirable, 
McBobert  -  -        4125,4304-6 

more  Decentralisation  Heeded,  Sundara  Iyer     8898-9 

Deposits  : 

Higher  rate  on,  up  country,  question  of.  Smith 

8673-80 

Increase,  and-  question  in  case  of  banking  crisis, 

Toomey  and  Fraser  2872-912 

People  prefer  joint  stock  banks  as  rates  better. 

Smith     -  ■  8626-8 

Private,  1890-1911,  Pandya  -         -  p.  658 

Exchange  Banks,  see  tliat  title. 

Failure,  bad  effect  on  depositors.  Smith  '      8597-600 
Government  inspection,   no   good    bank   woxild    be 
afraid  of,  Smith  -  ...     8601 

Government  should  exercise  greater  control  over  so- 
called  banks  and  moneylenders^,  Sundana  Iyer 

',  8904-5 

Government    shoijM  Jieep,   minimum   balance  ,  with 

appi-oved  banks,  Pandya  -.         -         -  p.  636 

Inadequacy  of  present  banking  facilities,.  Qhwnilal 

.".../  .  -■..'■  •■■:•,  p.  768 


Banks  in  India — continued. 
Joint  Stock  Banks,  see  that  title. 
Loans  to  mercantile  firms,  rate.  Boss      -  3701-2 

Loans  to,  see  Lending  by  Government  .in  India.. 

"  Mtjshboom  "  Banks  : 
Continuance,  under  legislative  supervision,  advo- 
cated. Smith  -   8669,  8728-32,  p.  614 
Deposits  : 

New  sources  tapped  by,  Smith         -         -     8665 
Rate  on.  Smith       - '       -        -         -  8668 

Depositors,  classes,  Smith  -  -  8663-4 

Growth  of,  and  danger  from.  Smith  8460-4,  p.  613-4 
Memorandum  re,  8th  April  1912,  Smith  p.  618-9 
Operate  all  over  the  country.  Smith  -  -  8625 
State  Bank  would  not  supply  place  of,  Srriith  8626 
Use  of  money.  Smith  -  -  8666-7 

New,  holding  of  funds  in  liquid  form,  Pandya  9810-9 

Presidency,  see  Presidency  Banks. 

Rediscounting  of  bills  of   exchange  would  be  con- 
venient, Pandya  -         -         -  9817-9 

Reserves,  form  in  which  prefeiTed,  Smith      8617-23 

Savings  Banks,  see  that  title. 

Barbour,  Sir  David : 

Evidence   before   Gold    and   Silver   Commission  re 
attracting  of  silver  from  hoai-ds,  quoted,  Frewen 

9519  (p.  32) 
in  Favour  of  10  rupee  piece,  Harrison     -         - 10,329 


BARROW,  O.  T.,  C.S.L 


3039-3343 


Baiances :  L 

in  England,  high  balances  estimated  for  in  1911-12 
and  1912-13    -        -  -  3043-5 

in  India : 

Amount,  question  as  to  suitable  amount  3233-48 
High,  causes  -  3041-5 

Increase  from    8g   to  11    crores  was  fully  con- 
sidered -  3172-4 
Lower,  not  desirable        -  3051 

Exchange : 

Crisis  of  1907-8,  should  not  be  taken  as  example 

of  severest  strain  probable       -         -         -     3274 

Gold  in  circulation  not  of  much  importance  for 

maintenance  of  -         3074^  3271-3 

Gold  in  hoards  would  not  give  support  in  crisis 

3075 
Gold :    _ 

excessive  Import  into  India  should  be  checked 

3077 

Issue   in    exchange,  for   silver,   people   desire    to 

receive  gold  iu  England  -         -  3289-95 

Gold  Cubeenot : 
Encouragement  not  desirable  3072-3,  3092-7 

Iihpbssibility  of  estinlatilig  how  much  would  go 
into  currency  and  how  mxich  as  ornaments  or 
into  hoards  -  -  •  3094 

10  Rupee  piece,  question  as  to  whether  demand 
for  gold  would  be  increased     -  3279-88 

Gold  Mint  : 
for   Coinage   of   sovereigns   unnecessaTy  and  im- 
practicability as  regards  supply  of  bullion    3091 
Might   be   tried   if    special   coin   introduced,   but 
introduction  not  advocated      ■         -  3091-3 

Gold  Standard  Reserve  : 

Amalgamation  with  Paper  Currency  reserve  not 
advocated  -  -   3151-3, 3i58-66 

Form : 

Gold  in  England,  actual  gold  ideally  preferable 

to   securities,   and,   in   any  case,  short-dated 

securities  preferred      -  3102-8 

Silver,  need  for       -  2078-9 

Investment,    distinction    between    investment   of 

paper  currency  reserve  and  -  3080-1 

Location  in  London  of  greater  portion,  approved 

and  reasons    -         -        -        3098-100, 3115-20 

Subsidiary  Branch  in  India  (silver) : 

Approved        -        -  -        -  3101-2 

might  be  Done  away  with,'  with  power  to  make 

temporary    investments    of    paper    currency 

resei-ve        -         -    .  .         3080, 3196-7 

Exchange  of,  for  gold  in  paper  currency  reserve, 

difficulty     -(,      -        ■        -  3078-9,3087-90 

Ijejidjng  from,  not  desirable    .  3053-4,  325 
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BARROW,  O.  T!.,_G.S.l.— continued. 
India  from  certain  point  of  view  as  debtor  Country 

3096-7,  3109-14 
Lending  by  G-overnment  in  Indian 

Objection  to,  ttat  amount  of  balances  available 

would    be    uncertain,    but    advantages    might 

possibly  outweigh    3047,  3254-6,  3267,  3313-24 

Practicable   to   small  extent,  but  not  advocated 

from  balances  and  reasons         -  3046-7,  3051-2, 

3257-67 
Rates  obtained  for  Council  bills  might  be  reduced 

3048-50,  3266 
Notes : 

Circle  system,  largely  abolished  in .  effect,  but 
abolition  not  advocated  for  very  high  notes 

3201-13 
Encouragement  important  -  3214-8 

Increasing  use  of  ...     3069 

Obligation  to  pay  notes  in  rupees,  or  gold  if  wished 
by  Grovernment,  but  demand  likely  to  be  for 
rupees  -  .         .     "  '.  3082-6 

Places  at  which  notes  encashable  might  be  ex- 
tended, and  question  of  -        3066-72,3215-22, 

3249-52,  3328-43 
Paper  Currency  Reserve  : 

Advances  from,  to  Presidency  Banks  on  temporaiy 
•  security,  as  part  of  investment,  scheme 

3055-65,  3080,  3124-50;  3154-7,  3179-92, 
3196-200,  3268-70,  3325-7 
Amalgamation  with  gold  standard  reserve  not  ad- 
vocated and  reasons        -         -  3151-3,  3158-66 
Composition  approved  on  the  whole  3077 

Gold: 

Accumulation,  .impossibility  of  preventing   3077 

Exchange  of,  for  silver  in  gold  standard  reserve, 

difficulty  3078-9,  3087-90 

Keeping  of  certain  amount  in  England  desirable 

3066,  3162 
Investment : 

Distinction  between  investment  of  gold  standard 
reserve  and-         -  -  3080-1 

Power  to  invest  certain  percentage  of  circula- 
tion instead  of  fixed  snra  advocated 

3055-7,  3139 
Temporary  investments  in  London;'  scheme, 

3080,  3179-86,  3198-201 
Location,  approved  -  -  .  -  -  •  -  -  3076 
Run  on,  might  occur  -  -  3164-6 

Presidency  Banks,  new  Branches: 

Dropped  in  a  few  cases  as  not  paying  -     33P0 

Opened      wherever      possible,      and       minimum 

balances  given  in  certain  cases  by.  Government, 

and  question  of  extending  systeni  ,3175-8, 3301-9 

Trade,  balance  in  favour  of  India  -    ,      3111-3 

Transfers  between  Presidency  towns  and  up-oountry, 

business  would  be  ~betier  run  by  bank  officials  than 

by  Government  officers       -      ,  -    ,     -  -  ,      3310-2 

Tebasueibs,  Sub-:    '  .  .-,.:■:.--' 

Extension    of     banking    facilities     in     place    ot, 
desirable  if  practicable       .  .    -         -  -        3296-9 
Princii)les  on  which  amount  of  coin  at,  regulated 

^  3223-32 

Probably,  necessary    -         -         -         -        3168-74 

Bengal,  Bank  of: 

see  also  Presidency  Banks.i     '■  -  _ 

Abstract  statement  of  workmgot,  185b  to  J-oy^ 

p.  37ot-7 

Advances  to  natives  and  Europeans,  proportion  and 
criticism,  Pa«*y«  -     .    "     ^^28-48,  p  644 

Assistance  of  co-operative  societies,  Dunbar   -     /»t)0 
Auditina,  criticism  and  suggestion,  Pondya;  p.  648-9 
Balance,  reduction,  by  transfer  to  Reserve  treasiuj, 
letter  from  ComptroUer  General,  September  1878 

.p.  379 

Branches:  -    t«.       j. 

no  DiffiGUlty  in  dealing  with  people  of   different 

interests,  over  wide  areas,  &C.,  UcBobert,  4122-4 ; 

Dunha/r,  7952-4. 

Maintenance  of  currency  chests   by,  Bhv^endra 

NaihMitra    --  -         "       ' ',        '     *„^ 

Cash  receipts  and  disbursements  at  head  offices  ana 

toS  fom-  weeks  ended  28th  June  1913  p.  724 


Bengal,  Bank  of— continued. 

Correspondence  with  Government  of  India  re  relaxiag 

restrictions  on  banks,  Abrahams  -    p.  365-82, 

p.  444-8,  p.  455-7,  p.  472-9,  p.  480-5,  p.  4S8, 

p.  503-6 
Criticism  of,  Pandya  p.  664-.J2 

Deposits  : 

More  money  obtained  than  can  be  used,  Dunbar 

8087-91,  8111-2 

Rate    of    interest,   and    reduction    as    too    much 

obtained,  Dunbar  -   7950-1,  7984-90 

Statistics,  1868-72  -  -  p.  434 

Mr.  Dickson's  report  to  directors  of,  re  amalgamation 

of  Px-esidency  banks,  Abrahams  p.  369-75 

DiEBCTOKATE : 

Method  of  appoiatment   and  few  attendances  of 
shareholders,  Pandya       -  986U-4 

Particulars  re,  and  criticisms,  Pandya  p.  649  5 1 
Discounting  of  bills  at  branches,  Dunbar  805<.i-l 
Extract  from  letter  to  Bengal  Chamber  of  Commerce, 

November  1902,  re  increase   in  amount  of  rupee 

and  notes  held  by  native  investors,  Newmarch 

p.  269-70 
Extract  from  report  for  half  year  ending  30  June 

1860  -  ■         -  -         -         -  p.  379 

Government  deposits  : 

1872-1912,  and. percentage  to  other  deposits  and 

cash,  Beed       -  -  10,032 

1908-9  to  1912-3        -  p.  705 

Difficulty  iu  1863  and  1874  re  withdi-awal,  Abrahams, 

.     133-4,  p.  3  ;  Bhupendra  Nath  Mitra,  4365. 

Head  offices,  transactionsi  1912-3,  Gauntlett  -  p.  732 

Issue  of  Government  paper  by,  Dunbar  -  7966-7 

Letter  from  Government  of  India,  August  1878,  to 

Comptroller  General  re  terms  of  agreement  with, 

Abrahams  -         -         -  p.  379-80 

Letters,    1904   and    1908,   re  increase    of    iuvested 

portion  of  paper  currency  reserve,  Newmarch 

p.  267-70,  p.  277 

Letter  to  Royal  Commission,  10th  June  1913    p.  596 

Liabilities  and  assets,  1890,  1891,  1892,  1910,  1911, 

1912,  Abrahams  -  p.  78 

Minimum  discount  rates  : 

1879-80  to  1889-90  -  -  p.  394 

1901  to  1913,  Abrahams      - ,  -    p.  86 

Percentage  of  cash  to  liabilities,  1893-1912,  Pandya 

-  '  ...  ^  ggg 

Relations  with  exchange  banks,  Meston  9303 

Scheme  of  1867  for  Central  Bank,  Abrahams 

p.  339-40 

Share'hoLders  : 

few  Attendances,  Pa«(%a  -  9861-4,  p.  647,  p.  648 

Number  of  Asiatics  and  Europeans,  criticism  and 

aaggestions,  Pand/ya        •-■    -  ■  ..      p.  646-7 

Statenient    of    affairs    of,    for    week   ending    28th 

November  1899  -        -  p.  378 

Transactions,  1912-13,  Gauntlett    -         - .       -  p.  738 

Volume  of  transactions  for  a  week  during  periods  of 

heavy  receipts,  heavy  payments  and  normal  period, 

Gawntlett  -  -  p.  740 

Bengal  Chamber  of  Commerce : 

Extract  from  lettei*  from  Bank  of  Bengal,  November 
1902,  re  increase  in  amouht  of  rupee  paper  held  by 
native  investors,  Newmarch  -  -  p.  269-70 
Letters,  1904  and  1908,  re  proposeid  increase  of 
invested  portion  of  paper  cuiTcncy  reserve.  New- 
march         -        -        - p.  271,  p.  281-2 

Letters  to  Government  of  India,  1899  and  1900,  re 

relaxing    restrictions    on  Presidency   banks,    &c. 

Abrahams  p.  353,  P-  384-6,  p.  422-4 

lietter  re  proposal  to  use  half  profit  on  coinage  for 

railway  purposes,  6  September  1907,  Abrahams 

p.  172-4 

Letter  from  Government  of  India,  1907,  re  silver 

branch  of  Gold  Standard  Reserve  p.  708-9 

Letter  to  Royal  Commission,  "28  May  1913,  McLeod 

p.  601-7 

Balances  in  India,  transfers  from  revenue  to  capital 

expenditure  might  be  governed   by  less  rigid 

principles       .         -        -        -  p.  604 

Central  or  State  Bank,  central  control,  location 

difficulty         -        -  -        -  p.  606 
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ROYAL  COMMISSION   ON    INDIAN    FINANCE   AND   CUllRENCY  : 


Bengal  Chamber  of  Commerce — continued. 
Letter  to  Royal  Commission — continued. 
Council  Bills  and  Telegraphic  Transfers  : 

Advantages  of  system     -  -       P-  603-4 

Sale  in  excess  of  requirements,  approved  and  not 

antagonistic  to  interests  of  India  p.  603 

Deposits  with  bankers  in  London,  not  objected  to 

and  continuance  advocated  p.  604,  p.  607 

Exchange,  fixins;'  of,  prospi>rity  of  trade  since  p.  602 

Gold  Mint : 

not  Advocated   at   present,  but  if    established 
sovereigns  should  be  coined    p.  604-5,  p.  606, 

p.  607 

Local  supply  of  bullion  doubtful  -  p.  606 

Gold  Standard  Reserve  : 

Gold,  amount : 

5,000,OOOL  at  least  advocated    7137-9,  p.  603 

no  Limits  should  be  fixed,  and  coinage  profits 

should  continue  to  be  added  top.  603,  p.  607 

Location  in  London  advocated  p.  602-3 

Securities,  approved  -        p.  603,  p.  607 

Sovereigns,    use    increasing    in   Northern    Lidia, 

Bombay,  and  part  of  Madras  -         -  p.  605 

Letter  from  Upper  India   Chamber  of   Commerce, 

April  1890,  Abrahams  -         -       p.  393-4 

Proceedings  of  intervievy,  11  January  1899,  between 

deputation  from,  and  the  Hon.  Sir  J.  Westland,  on 

question  of  management  of  Government  balances, 

Abrahams  -  -  p.  58-62 

Report   of    Tinance   Sub-Committee    in    favour    of 

Government   loans   to   Presidency  Banks   during 

seasons   of    stringency   at   less   than    bank    rate, 

Abrahams  -  -         -         -         p.  51-2 

Bengal  Government,  cowespondence  with,  from  Govei-n- 

ment  of  India,  1899-1900,  re  relaxing  restrictions  on 

Presidency  Banks,  Abrahams  p.  361,  p.  422-4 

Bengal,  North  Western  Railway  Company,  letter  to 

Upper  India  Chamber  of  Commerce,  April,  1890 

p.  394 

Best  &  Co.,  Messrs.,  letter  re  receipt  of  gold  bullion  and 

coin  at  mints,  1899  p.  743-^4 

BHUPENDRA  NATH  MITRA,  CLE.      4307-4868, 

App.  XLII. 
Balances  : 
in  England : 

High,  causes  -        -  4378-95,  4495-7 

could  not   have  been  Used   advantageously  in 

India  ....     4375 

in  India : 
Amount : 

124  millions  on  31st  March,  explanation  of 
system     -  -        -       4309-11, 4508 

19  millions,  31st  March  1913,  explanation 

4337-8 

Minimum  working  balance    4309-11,  4509-15 

Distribution  -  4311-4,  4498,  4505-7 

Minimum,  increase  and  reasons        -  4316 

Multiplication  of  branches  of  Presidency  Banks 

would  not  enable  decrease  of         -  4315 

Review  of,  procedm-e  4315 

Smaller  in   proportion  to   volume  of  business 

than  formerly  -  4326-8 

Sums  already  allocated  and  placed  at  disposal  of 

Pi'ovincial  Governments  included  in  statements 

of,  and  question  of  altering  form  of  statement 

4431-7 

Bengal,  Bank  of.  Government  deposits,  difficulty  in 

1863  re  withdrawal  -        -        -    4365 

Bombay,  Bank  of,  Government  deposits,   difficulty 

in  1874  re  withdrawal  ....    4365 

Budget  Estimates  : 
Based  on  normal  harvest    -        -        -    4426,  4443 
Prepai-ation,  procedure  4410-20,  4481-96 

Shortening  of  time  taken,  impossibility      4469-70 

BXTDGET  TeAB  ; 

October  to  September,  question  of,  and  possible 
advantages      -  4459-68,  4474-5,  4530-43 

November  to  October,  estimating  would  be  some- 
what easier  -  -  -  4427-30 
Central   or  State  Bank,  to  relieve  Government   of 

responsibilities  as  regards  currency  and  banking 

would  be  possible  ....    4738 


BHUPENDRA  NATH  MITRA,  C.l.^.— continued. 
Council  Bills  and  Transfers: 

Pui-chase  by  Government  of  India  against  gold 
standard  i-eserve,  question  of  -         -  4860-6 

Sale : 

Estimate,  no  earmarking  in  advance  for  capital 

payments  in  England  -         -  4554-6 

in   Excess    of    i-equirements,   practice   of,   and 

benefit  to  Government  and  trade  from      4526 

Maximum  indicated  by  Government  of  India,  up 

to   which   Secretary   of    State   acts    on   own 

initiative  -  -  4339-40,4552-8 

Secretary    of  State   must  sell  from   Api-il   to 

December  to  provide  for  reqmi-ements  and 

consequent  impossibility  of  sticking  out  for 

Is.  4d.  -         -  -        -        4603-13 

Currency  Chest,  object  of      -         -         -  4832-3 

Exchange  Banks,  Government  approached  by  local 

branches,     1907,     for    loans,    but    Council    bills 

preferred  by  head  offices  -  4586 

Exchange : 

Gold  issued  in  India  in  times  of  difficulty  supports 

4659-63,  4765-81 

Risk  of  large  amount  of  rupees  in  circulation  at 

'time  of  crisis  and  advantages  of  increased  gold 

cuiTency  instead  -         -  4679-87 

Famine    Insurance    Fund,    correspondence   between 

Government   of    India   and    Secretaiy   of    State, 

1901-4,  referred  to     -         -         -  4311 

Gold: 

Effort  made  by  Government,  1 900  to  1907,  to  push 
gold  into  circulation  -  4762-4 

Import  continues  even  in  time  of  crisis       4849-51 
Issue : 

in  Crisis,  no  distinction  should  be  made  between 
issue  for  circulation  and  for  remittances 

4844-52 
1907-8,  discussion  in  Government  of  India  re, 
and  policy  -         -  4834-42 

1908,  largely  at  Presidency  towns  and  some  up- 
country  -         -  4819-21 
to  Public  at  time  of  crisis,  desirable  4822-5 
of  Sums  over  10,000/!.  reported  to  Compti-oller 
General       ....  4843 
Supply  of,  extra-legal  facilities        4750-1,  4754-5 
Gold  Currency : 
Encouragement  desirable                4672-7,  4776-81 
Encouragement  by  Government,  steps  taken 

4754-5 

Gold  Mint  in  India:    . 

Advocated,  and  reasons      -         -  4664-6 

Charge  for  refining  would  have  to  be  made,  but 

not  seigniorage  -        -  4669-70 

Coining  of  sovei'eigns  advocated  4714-6 

Gold  woiild  probably  come  from  hoards  in  future, 

in  times  of  stringency  -         -         -     4671 

Local  gold  would  be  obtained  for  coining    4666-8, 

4786-8 
a  Necessity  almost     -         -         -  4782-5 

Supply  of  gold  to,  would  depend  on  price    4717-9 
Gold  Standard  Reserve: 
Amalgamation    with    Paper    Currency    Reserve, 
objections  to  .  4692-6 

Amount : 

Experience  of  crisis  of  1907-8  not  adequate 

4702-8 

Not  less  than  25  millions  advocated        -     4698 

Drawmg  against,  by  Secretary  of  State,  1910  and 

1911,  circumstances         -         -        .  4810-8 

Functions : 

Supply  of  gold  to  India  ....    4659 

to  Support  exchange  and  (through  silver  branch) 

to  supply  rupees  in  exchange  for  gold  when 

abnormal  demand  for  rupees        .        4639-51 

Gold  in  London,  5  millions  hardly  sufficient 

4697-700 

Main    branch  in    London,   reason   for    location, 

considered  in  interests  of  India  -     4652-8, 

4853-9,4867 
Statutory  regulations  not  advocated  at  present 

o       •  .  ^"^^^ 

Subsidiary  branch   in  India,  object  of,  to  supply 

rupees    in  exchange  for  gold  when    abnormal 

demand  for  rupees    -        -        -    4639-51,  4691 
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BHUPENDRA  NlTH  MITRA,  G.l.H.-cmiUnued. 
Hoards,  gold  gradually  displacing  silver  in     -     4672 
Lending  by  G-overnmbnt  in  India  : 

Amoimt  available  for,  question  of  -  4508-19 
Demand,  question  as  to  extent  of  -  -  4372 
Objection  of  S^retary  of  State  to      -  4614-5 

Loans  issued  by  Govei-nment  in  England,  consultation 
between  Government  of  India  and  Seoretajy  of 
State  re,  before  opening  of  financial  year,  and  more 
frequent  communications  migbt  be  desirable 

4386-99,  4476-80,  4594-6,  4616-28 
Loans  issued  by  Goteenment  in  India: 

Class  taking  shares  in,  in  India  -  .     4440 

Extension  of,  not  possible  in  expert  opinion  without 
reducing  market  price  of  rupee  paper       4400-3 
to  Fullest  possible  extent   -         -        -  4855 

Increase  of,  in  course  of  year,  inconvenience  of 

4597-602 

Policy  of  Indian  Government  to  raise  as  much  as 

possible  in  India,  and  reason        4404-6,  4441-2 

Secui'ities,  question  of         -         -        -  4455-8 

Temporary  debts,  objection  to  raising  money  on 

4456-8 

Total  amount  of  rupee  loans  outstanding  held  in 

India  and  in  London  respectively  4438-9 

;    Notes : 

Encashment,  extra  legal  facilities  and  question  as 
to  possibility  of  extending  to  sub-treasuries 

4741-9 
the  Ideal  currency      -  -         .  4674-8 

Issued  in  large  parcels  through  banks,  &c.   4721-3 

Paper  CtriiBENCY  Rbseeve  : 

Assistance  of  trade  from,  preferable  to'  loans  from 
Treasury  balances  -  4354-7,  4583-5 

Fiduciary  issues ; 

Assistance  of  trade  from,  preferable  to  loans  to 

banks  -  -     4636-8,  4830-1 

Increase  would  be  possible  without  inconvenience 

4631-5 

Gold  in  India,  maia  function  of,  to  supply  gold  to 

public     -         -  4690 

Kept  separate  from  cash  balances  4827-9 

Transfer  of  balances  betwfeen  treasuries  and  4321, 

4329-30,  4446-50 
Presidency  Banks  .-. 
Branches : 

Balances,  Government  surplus  transferred  to 
reserve  ti-easury  when  above  certain  amount 

4360-4 
Currency  chest  usually  taken  over  by  Bank  of 
Bengal,  but  not  by  Bank  of  Bombay  4726-31 
Difficulty  of  starting,  without  Government  assist- 
ance, but  no  assistance  to  sub-agencies 

4559-62 

Government  balances,   statement  of,   1910-11, 

1911-12, 1912-13  -  -  p.  723 

Guaranteed     minimum     Government    balance, 

working  of  4335-6,  4451^,  4316-25,  4499-504 

Multiplicsltion  of,  would  not  enable  working  with 

lower  balances     ...    4334 

Transfer  between  currency  chest  and,  system 

4732-40 
Government  Balances  : 

in  Excess  of  fixed  minimum  4358-9 

Retention  of,  above  certain  sum  on  payment 
of  interest  possible,  but  no  case  of  charging 
interest  known  ...        4688-93 

Statement  of,  1910-11,  1911-12,  1912-13  p.  723 
Withdrawal,  question  as  to  possibility  of  difficulty 

4366-7,  4587 
Loans  to : 

Attitude  of  Government  re,  in  1899        4579-82 
below  Bank  rate  advocated  4349-50 

Demand  not  great  -  4586 

possible  EfEeot  on  sale  of  Council  bills     4341-5, 

4376-7,  4568-78 
Experiment  'considered  worth  tiyihg  -  4344 
Experiment  should  be  confined  to,  at  present 

4347,  4374 

Money  may  be  locked  up  for  which  sudden  and, 

unforeseen  demand'may  arise       4341,  4563-7 

Needed  between  January  and  April  4346 

Possibility  of,  at  present,  but  no  demand  for 

last  5  or  6  years  -         -         -         •  4348-9 

E    20899 


*BHUPENDRA  NATH  MITRA,  G.l.Ii.—cmtinued. 
Presidency  Banks — continued. 
Loans  to — continued. 

Securities  should  be  taken  and  question  as  to 

nature  of  4348,  4351-2 

Undue   dependence  of    trade    on  Government 

money  would  result    •-         -         4341,  4353-4 

Provincial  Governments,  sums  allocated  and  placed 

at  disposal  of,  included  in  statements  of  balances, 

and  question  of  altering  form  of  statement  4431-7 

Railways,  under-expenditure  and  reasons         4380—4 

Reserve  ti^easxjries  : 

Abolition  and  transfer  of  balances  to  Pi-esidency 
banks  not  possible  ...  .    4373 

Bank  rate  probably  higher  in  busy  season  owing 
to  looking  up  of  money  in,  but  system  justified 

4369-71 
Establishment,  reasons       -        -         -  436S-8 

Rupees  : 

Difficulty   owing   to    trade   not    getting   required 

amount  of,  known  .        .  4651 

Issue  of  gold  for,  legal  undertaking  not  necessary 

at  present        -         .         -  4688,  4806-9 

Supply  of,  extra  legal  facilities  .  4752-3 

SiLYER,   PURCHASE   OP,   FOB   COINAGE  : 

1912,  payment  by  sale  of  Council  bills,  suggestion 
made  by  Secretary  of  State  4826 

Regulation,  method    .  -        .  4544-7 

Taxation,  change,  sanction  of  Secretary  of  State 
required,  and  all  proposals  submitted  to,  but  does 
not  generally  take  official  initiative  in  proposing 

4548-51,  4629-30 
Trade,  assistance  from  paper  currency  reserve,  pre- 
ferable to  loans  from  Treasury  balances      4354-7, 

4583-5 
Treasuries,  District: 

Cun-ency  chests  at  all  surplus  treasuries,  and  most 

deficit  treasuries  4724 

Encashment  of  notes  possible  at,  if  coin  sufficient, 

but  not  possible  at  sub-treasmies,  and  question 

of  -  4741-9 

no  Official  reports  showing  actual  transactions 

4444 

Sub: 

no  Currency  chests  as  a  rule   -  4725 

Little  money  left  in,  as  a  rule,  as  sums  with. 

drawn  to  district  treasuries  when  large     4761 

Transfers  between       ■  -  4521-5 

Transfer  of  balances  between  paper  currency  re. 

serve  and        -  4321,  4329-32, 4446-50 

Bombay,  Bank  of: 

see  also  Presidency  Banks. 

Amount  of  bills  falling  due  weekly  from  4th  May  to 
26th  July  1902  and  from  6th  July  to  3rd  October 
1903,  and  amount  of  deposits  maturing       -  p.  467 

Assistance  had  to  be  promised,  by  Government,  1865, 
1867,  Abrahams  -  -  -         .      p.  3 

Attitude  of  shareholders,  1867,  re  proposed  Central 
Bank,  Abrahams         .,  -  p.  346 

Branches,  currency  chests  not  taken  over  by, 
Bhupendra  Nath  Mitra  4726-31 

Correspondence  between  Bombay  Chamber  of  Com. 
merce  and  Government  of  India  re  withdrawals 
from,  1888,  Abrahams  -         ■       p.  36-41 

Correspondence  with  Government  of  India  re  relax- 
ing restrictions  on  banks,  Abrahams    -     p.  388-90, 
p.  448-53,  p.  460-7,  p.  483-5,  p.  488,  p.  503^, 

p.  606-10 

Daily  percentage  of  cash  to  deposits,  1902,  1903 

p.  464 

Daily  percentage  of  cash  to  liabilities,  1902,  1903 

,  p.  463 

Daily  percentage  of  cash  and  public  securities  to 
liabilities,  1902  and  1903      -  p.  465,  p.  466 

PAIIiURE  : 

Causes,   and  question   of    Government   directors, 
Abrahains  11,562,  11,564,  11,673-5 

Steps  taken  by  Secretary  of  State,  Abrahams 

11,527, 11,562 
References,  Harrison  «         >  10,183 
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Bombay,  Bank  of — contirmed. 

GrOVEENMENT  DEPOSITS  : 

1872-1912,  and  percentage  to  other  deposits  and 
cash,  Beed  - 10,032 

,1908-9  to  1912-3        -  -  -  p.  705 

Difficulty  in  1863  and  1874  re  withdrawal,  46raA.aTOS, 
34-7,  125,  p.  3,  I.  31,  p;  33 ;  Bhupendra  Nath 
Mitra,  4,366. 
Read  offices,  transactions,  1912-3,  Gaimtlett  -  p.  732 
Letters,  1904  and  1908  re  proposed  increase  of  in- 
vested portion  of   paper  currency  resferve,   New- 
'tnarch  -  p.  271,  p.  277-8 

Letters,  December  1908,  suggesting  extended  use  of 
small  notes,   Newmarch        -         -         -      p.  277-8 
LiabUities  and  assets  1890, 1891,  1892,  1910,  1911, 
1912,  Abrahams  -        -  -        -    p.  80 

Minimum  rates  of  discount,  1901  to  1913,  Abrahams 

,.   ;     ,       ;p.  86 

Percentage  of  cash  to  liabilities,  1893-1912,  Pandya 

p;  658 
Request  by,  for  advances  at  6  per  cent.,  Aprjl  1899 

(Westland),  Abrahams  .r  ;  -  r  ,i  -  P-  57 
Statement  of  cash,  r,epeipt8  ,and  advances  at;, head 

offices  and  branches,  February  to  May  1913  p.  725 
Trainsactions,  1912-3,  Q^'iintjett^     -        ,:  p.  738 

Volume  of  transactions  for  a  week  during  periods  of 

heavy  receipts,' heavy  payments,  and  normal  period, 

Gmmtlett   -        -        -  ,      .        .        .p.  740 

Bombay  Chamber  of  Commerce : 

GOKEESPONDBNCID   WITH    GOVERNMENT   OP   INDIA: 

re    Policy    of     Government    dealing    with   .cash 

"balances,  1888-9,  ^6ra^ams      -    .     -',    p.  36— 41 

re   Relaxing    restrictions   on  Presidency  Banks, 

■  Abrahams        -      .  ^    ,  -    p.  358,  p.  386-8 

re  Use  of  profits  on  .coinage -.for  purchase  of  rail- 

1      way  rolling  stock,  1907,  Abrahams  p.  160-3 

Letters,   1904   and    1908,   re  ■  proposed  ,  increase   of 

invested    portions    of     paper    currency    reserve, 

■  Newma/rch  -  -       p.  ,266-6,,  p.  279-80 

Bombay  Central  Co-operative  Credit   Societies,  Bank, 

objects  of,  and  method  of  working,  B>eed         9924-5, 

10,016-26 
Bombay,  Government: 

Accountant-General,  report  to  Govemment.December 
1899,  re  relaxing  restrictions  in  Presidency  banks 
'.and'forming  Oeiitral  Bank,  Abrahwms-  '    p.  418-9 

Oort-e's^ondence  With  Government  of  India,  1899- 
1900,'  re  relaxing  restri6tion8  on  Presidency  banks, 
Abrahams-  -  -        p.  361,  p.  417 

Bombay  Mint:       "•'  ' 

Opening  of,  to  free  coinage  of  gold,  see  Gold  Mint  in 

India.  _■'■  '--■'''    •'■ 

Use  of,  for    coinage    of   soveteigns, :  pr6posal    by 

Govepnment  of  Jndia,  but  impracticabili|;y  of,  and 

objections  by  Tf ^si;ii;y  to  the  proposal  as  .made, 

Abrahams  -.        -         ■        -  -' '      -  615-6 

Bonds,  paying  off,  reason  for,  being  .more  important 

than  paying  ofE  bills,  Abrahams     -.        -         -  135-7 

Borrowing   by  Government,  see   Loans,    issue   of,   by 

GoTemment.  , 

British  gold  coin,  see  Sovereigns.  < 

Bryce,  James  Annan,  opinion  against  lending  out  of 
balances  in  India  quoted,  Jfevmiarch       •        ,  ,1364-6 
Buchanan  Gold  Loan,  1908,  Frewen  - ,  ,  >9538 

Budget:  .    ■;  ■■■  .. 

Estimated  and  actual  surplus  in  sterling,  1909-10  to 

1912-13,  Thackersey  -,  ,  .    -    .      - ,.  -  p.  717 

Making  of  statement  after  1st  October  instead  of 

month  before,  question  of,  Mestori     9045-7,  9212-8 
Postponement  of  date  of  making  statement,  question 

oi,  Abrahams      -    .    -  -    ...  ■     11,679-84 

SuEPLXJS  : 

of  4  or  5  crores  at  the.  end  of  year  would  be  satis- 
factory, Mestm  9352-3 
Question  of  amotint.  Meston                          9354-7  . 
Reserve  fimd  suggested,  Thackersey  p.  717 


Budget  estimates : 
Based  on  normal  harvest,  Bhwpend/ra  "Nath  Mitra, 
4426,  4443;  Megton,  9041,  ,9370,,        • 


Budget  estimates — eontin/ued. 

Biidgetting  for  sui-plus  objected  to,  Pandya    9622-7 
Caution   in,  and   consequent  under-estimating,   ex- 
planation of  circumstances,  Meston     -        9039-42 
Caution  due  to  vicissitudes  of  weather  and  to  weak 
position  of  Finance  Minister,  ffarrison         10,158, 

10,177-9 

exrfessive  Caution  criticised,  Thackersey-  p.  717 

Difficulty  of  estimating,  Abrahams,  124, '  234,  237, 

a09-18,  p.  9-10;  McBobert,  3926-8 ;  Meston,  9043, 

9370-6 ;  Pandya,  9596-7. 

Peepaeation  : 

Communication  between  Government  of  India  and 
Secretary  of  State,  Howard,  8161 ;  Meeton,  9213 ; 
Abrahams,  11,650-1. 
Prooedm-e,  Bhupendra  Nath  Mitra  4410-20. 

4481-96 

,     Shortening  of  time  taken,  impossibility,  Bhupendra 

,   Nath  Mitra    -        -        -        -      '..        4469-70 

Secretary  of  State  not  misled  by,  or  induced  to 

,  boiTow  excessively  •  by  caution   in   estimating   in 

India,  Soward    -         -  8166 

Unnecessarily  pessimistic  of  recent  years.  Moss 

3583-4,  3709-20,  p.  543 
Budget  year,  change: 

Desii-able,  if  possible,  Abrahams     -         -  329-30 

Inconvenience  of  present  year,  Fleetwood-Wilson 
.      .  11,465 

Januaet  to  Decbmbbe  : . 
would  be  Advantagepus  from  ,budget  point  of  view, 
but  difficulties,  Abrahams  -  234-9 

Suggested,    and    advantages,    Meston,    9049-50, 
■9214-6,  9377-85  ;  Fleetwood-Wilson,  11,465. 
November  to  October,  estimating  would  be  somewhat 
easier,  Bhupendra  Nath  Mitra  ■.        4427-30 

OCTOBEE    to    SePTEMBEE  : 

possible  Advantage,  but  careful  consideration 
•     necessary,  Howard  -        -       8153-5,  8382,  8386 

■  Advocated,  .Chwnilal  -  p.  764,  p.  769 
-Difficulties,  and  no  advantage  seen,  and  possible 

.  inconvenience  to  Governments,  Meston    9044-9, 

9165-7,  9308-18,  9377 

no>  jinsuperable   difficulties  that  woald   outweigh 

advantages,  Howard        -  -  8382-6 

Question  of,  and  possible  'advantages,,BA.ttpe»Mi!r(i 

■    I. .Nath  Mitra  -     4459-68,,  4471-5,' 4530-43 

Question  ^f  impediment  to  Governor  coming  down 

■  to  plains,  Howard  •  ■  -  8315 
Rough  budget .  for  six  mon,ths  suggested  for 
!    t:^nsition  stage,  £<miard          -         n,,,       8273-7 

Question, of  .advantage,  Webb  -  '..     &189-93 

Question  from  point  of  view  of  ,  India  office.  Parlia- 
ment, and  issue  of  loans,  Abrahams     '-        11,520-2 
to  September  or  October^  question  of,  Abra/hcims 

■  '"■  326-8,  363 
Bunnias : 

Connection  with  European  money  market  in  India, 
Beid  -     "  -        -        -        -.        .    '    .    ,      7425-8 

Rates  paid  and  charged  by,'  Beid  7427,  7431-2,  7542 
Burma  Chamber  of  Commerce,  see  Rangoon. 
Burma  Government,  letter  to,   from  Government   of 

India,  1899,  re  relaxing  restrictions  on  Presidency 

banks,  Abrahams   -         -  .         ^  p.  361 

Capital  account,  short  spending  on,  and  steps  being 

taken  to  prevent, -4bmAam8  -  -296-9 

Capital  not  flowing  freely  from  England  to  India,  and 

question  of  reason,  Sundara  Iyer    *    8945-50,  p.  620 
Capital  receipts  and  disbursements,  1909-10  to  1913, 

Abraham,B      -  -         -  p;  14 

Central  or  State  Bank : 

Advantages    not    considered    to    out-wgigh    disad- 
vantages, Webb  -  -  "      -        .         .    6121 
certain  Advantages  of,  but  proposal  not  favoured, 
simple  amalgamation  of  Presidency  Banks' pre- 
ferred. Boss  -     3683-5,  3778-9,  3863-77,  p:.544-5 
no  Advantages  seen,  Webb,  5097-9,  5286  -,    Smith, 
8624;  InQhcofpe.  10,862,10,941;  Fleetwood-Wilson, 
11,439.            ,               ,       , 
possible  Advantages,  iJeecJ    -        -,      10,009,  p.  668 
wouljj  be  Advantageous  if  difficulties  not  insuperable, 
'  Beed .        '.        .         :  .        .       10,044-5 
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Centl?al  Of  State  "BaXik—eonimmd. 
might  be  Advisable,  but  no  definite  knowledge  pos- 
sessed as  to  practicability,  Gole  3382-5,  3426 
Advocated,  and  advantages.to  be  derived,  Abrahams 
p.  351-2,  p.  35?,  11,523  ;  Graham,  4873,  4883,  4892 
4948 ;   Hunter,   6492-5,   6538^44,   6656-76,  6825' 
p.  595  ;  Seid,  7314^21,  7557-60,  p.  572-3  ;  Dunbar, 
7945-6, 8027-32, 8113-6 ;  C/iwni^aJ,  p.  764,  p.  768-9. 
not  Advocated  and  not  necessary,  Hamilton,  2459  •  " 
Toomey,   2623;    McLeod,  7037,   7096-7,   7202-3' 
Smith,  8444-6,  8765-9,  8778-82,  p.  597,  p.  613-4' 
p.  617;  Sundara  Iyer,  8895;  Schuster i  11,103-5] 
Dalai,  p.  685  ;  Forrest,  p.  698-9.  . 
not  Advocated  unless  strong  demand  for  in  India, 
Gurrie              -       'i         .         .■         .  10,579  note 
Agriculture,  &c.,  would  be  benefited,  Beid      ■    7433, 

7541-6 
Amalgamation  of  Presidency  Banks: 

Advantage  in  case  of  crisis,  Hunter  6669-75 

'Advantages  in  opinion  of  Sir  W.  Meyer,  Meston 

9148 
Advocated,    Boss,   3778-9;   Himier,   6498,   6723; 

Beid,  7322-4 ;  Dunbar,  7960,  8117,  p.  596. 
not  Advocated,  McLeod   '  7098 

Difficulties,  Toomey  and  Fraser  -  2621-2,  2623-7 
Difficulties  in  opinion  of  Sir  W.  Meyer,  Meston  9148 
Letter  of  Bank  of  Bombay  re,  I>eoemher,  Abrahams 

p.  390 
Letter  of  Bengal  and  Bombay  Obamber'of  Com- 
merce re  -  -  P-  385-6,  p.  387 
Miliute  by  Mr.  George  Dickson  re,  1867,  Abrahams 
■    -          '  p.  369-75 
no  Movement  on  part  of  banks  or  public  demand 
for,   heard   of.   Hunter,  6S30-4,  6562-3 ;   Beid, 
7429-30. 
Objections  to,  Beed,  10,012-3,  10,04:0  ;  Harrison,* 

10,332 ;  Pdridyiv,  p.  642-3. 
Question  as  to  whether  position  would  be  stronger 
than  at  present,  Smt'*^  -        8733-58 

Speech  of  Sir  H.  Fowler  re,  January  1900,  Abrahams 
'■':   '  p.  398-9 

would  not  bb  Sufficient,,  ^fcra^amg  -  -  195 
Time  not  ripe  for,  Dalai  •■.  -  p.  685 

Area :  ,  , 

Difficulty  owing  to,  Abrahams',  528  ;  Toomei/; '2624 ; 
Cole,  3383,  3426,  3526-42;  Ifcieod, .  7038-44, 
7120-6,  72U-7, .  p.  597 ;  (Bengal  Chamber  of 
Commerce),  p.  .606  ;  Sundara  Iyer,  8897-8,'9019  ; 
Smith,  8447-53,  8639-62,  8661-2,  8775-7, 
8802-4,  p.  613;.  Schuster,  11,018;  Fleetwood- 
Wilscm,    11,439  ;    Ddkd,    p. ,  685  .\    Thackersey, 

■    'p.  718.    ■   ■  ■,  '-  r  ''      - 

no  Diffictdty  anticipated,  Beid,  7537-40 ;  Dunbar, 

'7962'-6.  '■'    ■•      ■  •.'         ■     ■' 

Distinction  in  intierests  between  different  parts  of 
India^woxdd  not  be  a  serious  difficulty.  Boss 

3777 
not    an  Insuperable   difficulty.   Hunter,  ,6565-7, 
'      ■       6757-63  ;^6mfefflms,  11,558-9. 

Argument  for,  as  means  of  lowering  bank  rate,  not 

(Considered  important;  roomew  omd  i^<rager  2847-57, 

.i-    -.    ,, ;,.    y      .:....;   ,■•:    .   jr  '       -    ■        ,/,  2922-3 

Attitude  of  Bank  of  Bengal  re,  Dunbar  8023-5,  8062 

AfllXBACTING   OF    MONET   FBOM    HOAEDS  : 

not  Likely,  McLeod,   ■         -  .      -  -     7095 

I^ossibility    of,    Hunter,    1,579-8?,;    .Beid,    7390, 

7490-4. 
:  QnestiR:9L  of ,  Grafe«w,  4885-8. ;  Webb,  5287-8. 
Balance'  sheet,  financial  strength  of  India  would  be 
'    more  apparent  frfim,  Hvmier       -         ■  6850-2 

Bank    of   Bengal    prepared  to  formulate   scheme, 
Dunbar       ■         -    -   ,  -         -         -         "         -  P-  596 
Banks  would  be  in.clined  to,  cari;y  more  mvestments 
in  tralance  sheets  '^  ttere  were  centi-al  institutions 
where  they  could  borrow  "on  inveslinents,  Hunter 
''  6973 

BbanchbS;,  , 

Loss  possible  at  first  in  some  parts,  Beid     7581-2 

should  be  Opened  at  places  with,  head-guari^rs 

treasury,  ^itmter     -         -,;.,     -'      -         ^.P-^^^ 

Braneh    banks    aU  •  over  the   country,  opemng  ot, 

contingejit'on  establishment  x)f,  Beid      ■    7492-4, 

,,    ,    -  ,  7575—82 


Central  or  Sta,te  Bank— cow^iWed!. 
Capita!,.! 

Bringing  of  relation  between  capital  and  revenue 
of  the  three  Presidency  banks  to  same,  ratip,  and 
offering  shares  to  existing  3harehold6rB  pro  rata, 
20  per  cent,  only  of  ne-w  capital ito  be  oajli^d  up, 
proposal  not  objected  to.  Hunter     -  6571-8 

Difficulty,  Schuster     -  ...  11,017 

Dividends,  question  of  rate.  Hunter  6959-61 

5  milhon  pounds,  paid  up,  should  be  maximum, 
Dunbar  -        -  7930-1,  p.  596 

Increase  would  be  necessary,  to  10  millions  sug- 
gested, and  possibUity  of  employing.  Hunter 

6499,  6946-58,  6962-3,  p.  595 

Indrease  would  be  desirable  on 'airialgamation  of 

'  Pi'esidency  banks,  biitunwillingness  Of  banks  to 

increase  wpital,  Abrahams'  p.  349-50 

'Present  capital  in'  reserves  of  Presidency  banks 
sufficient,  Beid        -  '  -        7325-6,  7339 

Question  of,  Itoss,  3690-1,  p.  545 ;  Pandya,  p.  652. 

Safer  if  much  larger  than  respective  capital  of 
Presidency  banks  but  wiUingness  of  banks  to 
increase  capital  doubtful,  Abrahams  99-100 

Share,s :  ^-,    , 

.  Taking  up  of,  by  Government,  through  silver 

branch  of  Gold  Standard  Reserve,  suggestion. 

Hunter       ,,        .-     ,  650.0-2, 6775-7, 69.48-53 

Uncalled  liability  deprecated.  Hunter       6516-8, 

6990-1 
Sterling  preferred  by  Government  of  India,  1899- 
1901,  but  rupee  considered  now  to  be  prefer- 
able, Abrahams  ■  P-  350 

Cbnteal  Boaed : 

Constitution  and  functions,  ,&c.,  Beid        74§2-71, 

7476,7583-8 
possible  Difficulties  re,  Howard  •  -  -  p.  581 
no  Difficulty  anticipated  re  directorsi  Dvmba/r 

■  8039-49 

Location :     '  .  ,. 

Bombay  advocated,  Thaeket^ey         -  p.  718 

Calcutta   advocated   and   approved,   Abrahams, 

529-9a ;   McBobert,   4867  ;  MeEeOd;  7116-9  ; 

Beid,     7309-13;     Dmibar,     7936-41,     7959, 

8054-60. 

Commercial  centre,  essential,  Beid  -  7447-9 

Delhi  advocated,  Beed,  10,014 ;  Fleetwood-Wilson, 

11,439, 
Difficulty    (Bengal    Chamber     of     Commerce), 

McLeod,  p.  606 ;  Dalai,  p.  685. 
Local  jealousies,  should  not  be  viewed  with  con- 
'     cern  having  regard  to  benefit  to  be  conferred 
on  all  India  by  establishment  .of,  Beid  7452-4 
in  London,  not  favoured.  Hunter  6688-98 

_. Question,  JJeid        -  .■-,.-■         7534-6 

Question  of  possibility  of  moving  >bout,  Beid 

7452-3,  7472-6 

Members,  question  as  to  possibility  of  obtaining, 

Le  Marchant  -  7798-807 

Necessaiy,  Beid     .  -  -        7328-31 

Power  of  veto  over  local  boards  would  be  necessary, 

H^mt6r  -         -  .      -         -         '-        6740-51 

must  be  Representative  of  whole  country  as  far 

as  possible,  Beid     -•        -        -        -        7329-31 

Consideration  advocated,  Graham,  -  -     4872 

Consideration  of  question  by   a   small    Committee, 

suggestion,  JSeed        -  p.  668 

not  Considered  by  Government  of  India  in  recent 

years  and  consultation  of  commercial  opinion,  &c. 

would  be  necessary    before    expressing    opinion, 

Meston  -  -  9146 

Control,  question  of,  Pandya  -      -  -  p.  652-3 

Correspondence    between    Secretary   of    State   and 

Government  of  India,  Abrahams         p.  425,  p.  438 

Oori-espondence  between  Grovemment  of  India  and 

Presidency    Banks,     Jan.     1901,     and    i-eplies, 

Abraha/ms  -        -  -  -        -  p.  442 

no  general  Demand  for,  known  of,  Boss,"  3684,  3892 ; 

Webb,  5204;  Smith,  8465-7  ;  Meslon,  9344-51. 

no  strong  Demand  for,  in  Indi^,  but  advantages 

recogiu[sed,\Beed         -        -         -         ■        -  p.  668 

Deposit?,  prestige  of    Goyernment,  might    attract 

depoats,, Jtfcieod        -   ,"   -        -,       -.      7:209-10 

Q   2 


20 


ROYAL  COMMISSION   ON    IXDIAN    li-INAXOE   ANt>  CURIJfeKCY 


Central  or  State  Bank — continued. 

Difficulties,  and  reasons  against,  McBobert     3960-2, 

3966-9,  4213-6,  4274-5,  p.  547-8 

Difficulties  and  disadvantages,  Abrahams,  p.  352-3  ; 

McBobert,  4274-5  ;  Le  Marchant.  7667,  7695-705; 

Smith,  8770-2. 

DiBBCTOES : 

Difficulty  re,  Forrest  ■  p.  699 

Govei-nment  should   be  strongly  represented   on 

boai-d,  Dunbar  7934,  7968-9 

Government  should  be  represented,  but  majority 

would  be  representatives  of  sha.reholders,  Graham 

4879-80 

Strong    directorate     would     be     necessary,    and 

question    as    to    possibility   of    obtaining,    Le 

Marchant  -        -  7791-7 

Disadvantages  and  difficulties,  Harrison  ■  10,331 

no  Enthusiasm  about,  in  India,  Bxmhar  8026 

no  Enthusiasm  about,  personally,  Thackersey    p.  720 

if  Established  should  be  on  lines  of  Bank  of  Prance, 

Currie         •  10,579  note 

Establishment  : 

Con-espondence  between  Secretary  of  State  and 
Government  of  India  re,  1899-1901,  Abrahams 

p.  357-8 
Memorandum  on  proposals  for,  Abrahams  p.  339-54 
Note  by  Mr.  Hambro,  Abrahams  -  p.  357 

Question  as  to  probability  or  not,  Abrahams  p.  353 

Estimated  capital  and  reserve,  liabilities,  and  special 
reserve,  and  oom^parison  with  Bank  of  England, 
Bank  of  France,  and  Imperial  Bank  of  Gei-many, 
Hunter  -         -  6513,  p.  569 

Exchange  banks  need  not  be  unreasonably  inter- 
fered with,  Abraliams  - 11,561 

Existing  interests  mvist  be  safeguarded,  Ross     3683, 

p.  544 

Expenditure  in  India  Office  would  not  be  materially 
reduced  by,  Holderness  11,845-6 

Extension  of  scope  of  present  banks  preferable,  and 
suggestions,  Thackersey  p.  718-9 

Finance  Minister's  position  would  be  nearly  un- 
tenable with,  Fleetwood-Wilson  - 11,439 

Functions  : 
Advocated : 

Assistance  of  agriculturists,  suggestions.  Hunter 

6799-804 
Bankers  to  Government,  Dunbar  8115 

.  Control  of  paper  currency.  Hunter  -  p.  595 

Exchange  business  for  exchange  banks.  Hunter 

6522,  6525,  6789 
Exchange  and  banking  work  in  London  (Meyer), 

Meston  -  -  9148-9 

Exchange  business  and  disposal  of  council  bills 

subject     to     large     degree    of    Government 

co-operation  and  control,  Abrahams      119-20, 
138-40,  160-1, 196,  230-2 
Holding  of  gold  standard  reserve,  Dunbar 

7961-2,  8115 
Holding   of   Government    balances,    Abrahams, 

p.  343  ;  Hunter,  6605,  6513-6,  6845-8,  p.  595  ; 

Beid,  7338,  7362 ;  Dunbar,  7925,  7932-3. 
Initiation  of  coinage  (Meyer),  Meston       -     9148 
Lending  to  co-operative  credit  societies,  within 

certain  limits.  Hunter  -  -     6588 

Lending   out  of  balances  by  London  branch, 

Schuster  -  - 11,017 

Loaning  of  balances,  Abrahams,  141,  146,  161 ; 

Graham,  4873-4;  Beid,  7495-^500,  7510-5. 
Management  of  currency,  Graham,  4876 ;  Beid, 

7314. 
Management  of  greater  part  of  balances  (Meyer), 

Mestm,  -  9148 

Management  of  note  issue,  Abrahams,  p.  343-6  ; 

Boss,  3694-8,  3731-2  ;  Dunbar,  7926,  8006-8, 

3115 ;  Meston,  9148. 
Management  of  public  debt,  Dunbar  8115 

Paper  Cun-ency  Reserve,  Meston  9148 

Participation    in     sale    of     drafts    on    India, 

Abrahams  -  p.  344 

Purchase  of  silver  for  coinage,  Graham,  4943-5  ; 

Meston,  9148. 
Purchase  of  sterling  bills  to  certain  extent,  but 

not  general  exchajige  business,  Dunbar  7928-9 


Central  or  State  Bmk— continued. 
Functions — continued. 
Advocated — continued. 

Sale  of  bills,  and  lending  out  of  balances,  Hwnter 

6508,  6509 
Sale    of    coimcil    drafts,    but  .not    dealing   in 
exchange  generally,  GraJmrn,  4876,  4889-91 ; 
Beid,  7335-6. 
Support  of  exchange  as  agent  of  Government, 
and  profits  to  belong  to  Government,  Hunter 
■  6318-23,  6496-7,  6510-2 
not  Advocated : 

Borrowing  in  London  ou  security  of  investments, 

Abrahams    -         -         -  -         ■  P-  345 

Control  of  cun-ency,  McBobert  -  p.  547 

Exchange    business,   McBobert,   3964,  4276-8, 

p.    548;    Smith,    p.    615;    Pandya,   p.   644; 

Fon-est,  p.  699. 

Gold  standard  resei-ve,  but  advice  and  assistance 

in   management   might    be    invited   (Meyer), 

Meston  9148 

Maintenance  of  exchange,  Schuster  11,017 

Management  of  gold  standard  reserve  and  gold 

coinage  business,  Abrahams      -       145,  p.  345 

Management  of  paper  currency,  Thackersey  p.  720 

Note  issue,  Newmarch,  1736-8  ;  McBobert,  3963, 

3970-7,   p.    647;    Pandya,   9780-2,   p.    645; 

Schuster,  11,017 ;  Thackersey,  p.  720. 

Obligatory  issue  of  gold  for  rupees,  Abrahams 

p.  345 

Receipt  of  deposits  on  London,  Abrahams  p.  345 

Right  to  import  silver  for  coinage  free  of  duty 

and  to  share  in  profits,  Abrahams         -  p.  345 

Sale    of    CouncU    bills.    Boss,    3692-3,    3794, 

3878-80 ;  McBobert,  4276-8. 

,  Unlimited  obligation  to  sell  bills  in  London  at 

fixed  rate  and  without  limit   of   amount  to 

support  exchange,  Abrahams  -  p.  345 

Discounting  of  hundis  by,  would  be  risky,  Toomey 

and  Fraser  -  •  2969 

Exchange  business,  impi-acticability,  and  objection 

to,  would  drive  existing  exchange  banks  off  the 

field,  Toomey  and  Fraser  2621-2,  2680-7 

General    banking     business    throughout     India, 

question  of,  Graham  -     4877 

Holding    of    Government    balances,    method    of 

business  and  suggestions,  Abrahams       p.  346-7 

Management  of  currency,  impracticability,  Toomey 

and  Fraser     -  2621-2,  2628-31,  2688-9 

Management   of    paper   currency,   suggestion    re 

method  of  business,  Abrahams  -  p.  347 

Note  issue : 

without  Change  in  form  of  note,  no  objections 
to,  McBobert       -  -        -  4133-6 

Circulation    would    decrease,   notes   would    be 
distrusted    even    if    Government    guarantee 
continued,   Sm,ith,   8759-64;    Swndara  Iyer, 
8896,  8897,  8976-9,  8993-8,  9006-12. 
would  not  Command  same  confidence  as  previous 
Government  issue.  Smith         8588-90,  p.  617 
Government  would  be  more   efficient  for    en- 
couraging, Toomey  and  Fraser     -  2963-9 
Government  guai-antee  would  have  to  remain  on 
notes,  Beid          -         -         -                  7518-23 
Government    would    have    to    receive    certain 
remunei-ation.  Hunter           ■         -         -     6764 
People  might  not  favour,  and  facility  of  promot- 
ing quick  circtilation  of  notes  would  be  less, 
McLeod       -         -                 ...     7231 
Question     of,    McBobert,     4268-78;    Dumbar, 

7966-7. 
Suspicion  and  distrust  would  be  aroused,  Pandya 

9878-«3 
"Would, not  be  better  managed.  Smith       8630-1 
Participation  in  sale  of  bUls  and  transfers  on  India, 
suggestion  re  method  i)i  business.  Abrahams 

p.  347 

Government  audit,  suggestion.  Hunter  -    6717,  6736 

Government  balances,  weekly  statement  would  be 

issued,  Dwnhar  ....  8066-9 

Government  control,  desirable,  and  question  as  to 

extent,  and  responsibility,  Graham,  4947 ;   Beid, 

7340-61.     7417-22,     7441-6,     7450-1,    7480-90, 

7524-32,    7589-614;    Dwnbwr,    7942-4,    8070-2; 

Abrahams,  11,562-5, 11,573-6. 


mt)EX. 
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Central  or  State  Baak—contiwued. 

Govemment  directors,  diffictdty  of  position,  Schuster 

11,017 

fa-overnment  representation  woiild  be  necessary,  and 
responsilDility  ijf,  Meston     ■         -  9151-7 

Government  participation  in  profits,  ^5m/iam8  p.  350 

Govemment  representation  on,  suggested  but  not 

essential,  and  responsibility  woxdd  be  largely  left 

with  Government,  Hunter  -       6322,  6503-5,  6521, 

6535-7,  6716-22,  6769-70 

Government  shoidd  be  guided  largely  by  advice  of, 
as  to  when  necessary  to  coin  fresh  rupees.  Hunter 

6526 

Head  Office,  see  Central  Board  above. 

History  of  discussions  re,  Abrahams  p.  339-43 

Impossibility  of,  Fleetwood-  Wilson  - '       - 11,439 

must  be  Independent  of  Government  as  regards  day- 
to-day  transactions,  Ahrahams  - 11,548 

must  be  Indian  institution  and  not  under  influence 
of  London  financiers,  Forrest  -  p.  698 

Initiation  by  Government  in  England,  question  of, 
Abrahams  11,527-33 

Interest  on  Govemment  deposits  in  shape  of  share 
of  dividends,  would  be  matter  for  discussion, 
Abrahams  -  -  11,537-8 

Investment  of  assets,  difficulty  of,  Schuster     - 11,216 

Issue  of  debentures,  question  of,  Cole    -         3457-61 

Lending  by  Govemment  of  India  from  balances 
would  meet  one  chief  argument  for,  Sassoon  David 

p.  716-7 

Letter  from  Bengal  Government  re,  March  1900, 
Abrahams  -  -         -         -       p.  422-4 

Letter  from  Bombay  Government  to  Government  of 
India,  February  1900,  Abrahams  p.  417 

would  be  Little  service  to  cultivators,  Sundara  Iyer 

9017-9 

LoCAIi  BOARDS  : 

Advocated,    Graham,    4881-2;     Beid,    7327-34; 

Dunbar,  7935. 
Constitution,    functions,   &c..   Hunter,    6725-56 ; 

Beid,  7455-61,  7476. 
Number,  question  of ,  jBeid  -         -  7477-9 

Local  boards  in  London,  Bombay  and  Madras  with 
head  office  and  central  board  in  Calcutta  advocated, 
Huntei-       6503,  6519-21,  6568-70,  6683-98,  p.  595 
Local  jealousies,  little  importance  attached  to  alleged 
difficulty  from,  Abrahams  -  11,560 

LOBTDON    BeANCH    (OpPICB)  : 

Advocated,    Hunter,  6778-9,   6825;   Beid,   7337; 

Dunbar,  7927,  8115. 

Control  question.  Hunter   -  6796-8 

Lending  and  borrowing  by,  suggestions,  &c.  re,  and 

question  as  to  interference  with  Exchange  banks, 

Himter  -  -        -  6778-95 

competent  Management  and  directorate  would  be 

difficult  to  find,  Schuster     -  -       11,017-8 

Methods  of  business,  suggestions,  Abrahams 

p.  345-7 
Minute  by  Sir  B.  Law,  January  1901,  Abrahams 

p.  428-38 

Nature    of,  would   be   a   new   departure   absorbing 

Presidency  banks,  Graham  4880 

Nucleus  of,  in  Presidency  banks,  Cole  3456-7 

Objections    to,    Smith,     8443;     Pandya,    9748-50, 

9772-87,  p.  642-53 ;  Currie,  10,579-80. 

Objections  to,  and  banking  monopoly  would  result, 

&c.,  Toomey  and  Fraser      -     2621,  2623,  2679-89, 

2809-31,  2921,  p.  537-8 

Opinion  would  depend  on  scheme,  Howard      8265-8 

no  Opinion  to  be  expressed  at  present,  Sassoon  Da,vid 

^  p.  716 

Oninions  of  Directors  of  Bank  of  England  re,  Cole 

3379-81 
would  be  Out  of  touch  with  work  of  Indian  Finance 
Department,  and    London    markets,    Fleetwood- 
Wilson        11.439 

as  Paying  proposition,  doubt  re,  Boss  3688-91, 

p.  545 

Permission    to    Presidency   Banks    to    bon-ow    in 

London  might  answer  purpose,  Howard         p.  581 

Placing  of  deposits  with,  danger  of,  Schuster  - 11,216 

Position  : 

Different    fi-om    that    of    State   Banks  in  other 
other  countries,  Le  Marchant  -        7756-61 


Central  or  State  Bank — continued. 

Position — continued. 
would  not  be  Stronger  for   meeting  crisis  than 
Presidency  banks,  McBobert   -  4131-!i 

Position  of  Secretary  of  State  in  case  of  establish- 
ment of,  Abrahams     -        -  -      11,551-2 

Power  to  borrow  in  London  advocated,  and  Exchange 
banks  not  likely  to  object  with  proper  safeguards, 
Hwnter  -  6523-4 

Provision  for  revision  or  termination  of  aiTangements 
with  GoveiTunent  of  India  would  be  necessary, 
Abrahams  p.  350 

Purchasers  of  Council  bills  prefer  dealing  with 
Government  through  Bank  of  England,  Le 
Marchant  -  7715 

Question  of,  Newmarch,  1694-6  ;  Le  Marchant,  7667  ; 
Thackersey,  p.  718. 

Question  as  to  advantage  of,  in  case  of  banking 
crisis,  Toomey  and  Fraser   -         -  2872-912 

Question  of,  from  point  of  view  of  larger  sums  being 
placed  with  for  lending  pui-poses,  Toomey  2832-46 

Rates  of  iuterest  in  India  would  be  decreased,  Dunbar 

7932 

original  Reason  for,  to  assist  Govemment  in  support 
of  exchange  policy,  no  longer  of  importance,  Le 
Marchant  -  7781-9 

any  Reasonable  proposal  would  receive  cordial  and 
appreciative  consideration,  Beed  -  - 10,047 

Reduction  of  expenditure  in  Govemment  of  India's 
Department  as  result  of,  question,  Himter    6766-9 

Relations  with  India  Office,  scheme,  Abrahams, 

p.  347-8 

Relations  of  exchange  banks  with,  question  of,  Fraser 

2916-20 

to  Relieve  Govemment  of  responsibilities  as  regards 
currency  and  banking  would  be  possible,  Bhupendra 
NathMitra  -  -        -    4738 

Report  from  Accountant-General,  Bombay,  to 
Govemment  of  Bombay,  December  1899, 
Abrahams  -  ■         ■  P-  ^19 

no  Request  for,  from  Indian  Government,  Abrahams 

11,525-6 

certain  Restrictions  would  be  necessary  to  prevent 
unfair  competition  with  exchange  banks.  Boss 

3683,  p.  544 

Risk  of  bank  becoming  .inother  Govemment 
Department,  Le  Marchant  7668,  7707 

present  Schemes  very  different  from  that  contem- 
plated in  1898,  Abrahams  - 11,536 

Secretary  of  State  and  Government  of  India  would 
not  be  entirely  reUeved  of  responsibility,  Le 
Marchant  -  7668,  7709-12 

ShAEEHOLDEES  : 

Opinion  re  influence  of,  Abrahams        -  11,549 

Question  of  advisability,  Meston  9174-8  ;  Schuster, 
11,102-8. 
State  would  have  no  real  control,  Sundara  Iyer 

8896-7 

State  Bank  advocated,  Abrahams  11,546-7 

must  be  State  Bank  with  Govemment  control  and 

representation,  Beed  10,012-5,  10,046 

some  Treasuries  would  stUl  have  to  be  maintained, 

D%mbar      -  -  7947-8 

Chambers  of  Commerce,  letters  from  Govemment  of 

India,  1895  and  1904,  re  proposed  increase  of  invested 

portion   of    paper   currency   reserve,    and    replies, 

Newmarch  p.  258-9,  p.  261-7,  p.  270,  p.  277-83 

Chartered  Bank  of  India,  Australia,  and  China : 

Correspondence,  1900,  with  Secretary  of  State  re 
receipt  of  Indian  gold  at  Mint  p.  752-3 

Correspondence,  1904,  with  Grovemment  of  India  re 
relaxing  restrictions  on  Presidency  Banks, 
Abrahams  -  P-  491-2,  p.  497-8 

Cheques : 

should  be  Able  to  be  drawn  and  signed  m  the  ver- 
nacular, Dalai  -  p.  676 
not  an  Important  factor  in  Indian  currency, 
Newmarch  -  1770-1 
Stamp  duty,  abolition  advocated,  Dalai-  -  p.  676 
Use  of  : 

in  Business,  particulars  re,  McBobert  4106-11 

wiU  be  Confined  to  Presidency  towns,  and  little 
fear  of  note  issue  being  cui-tailed  by,  -Boss 

3881-3 

C  3 
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Cheques — dOnUniLed. 
Use  of — continiied. 

might  be  Extended,  Boss    ■        ■        -.        -3675 
will  Gradually  displace  use  of  notes,  Chunilal 

p.  764 

Increase,  Beid,  p.  574;  Beed,  9991. 

Increase : 

Anticipated,  McBobert  4071-2,  p.  548 

Desirable,  and  need  for  education  of  the  people, 

Balal  -  p.  677 

Chevalier,  Michel,  reference  -  9519  (p.  33) 

China : 

Trade  with,  statistics,  Newmarch  1437,  p.  289.  p.  291 
Trade,  some  fixity  in  exchange  requu-ed  by,  Frewen 

9573 

OHUNILAl,   D.  Saeaita,  the   late,   late  Managing 
Director  of  the  Indian  Specie  Bank    -        p.  763-9 
Balances  : 

More  than  normal  amount  should  be  held  -  p.  765 
Subordination    of    Indian    interests    to    London 
monetary  interests  -         -  p.  768 

Surplus,  inYBstment  in  development  of  railways 
and  irrigation  works  suggested  -  p.  765 

Banking  facilities,  inadequacy  of  -  p.  768 

Budget  year,  change  to  October  or  November  advo- 
cated p.  764,  p.  769 
Central  or  State  Bank  advpcated  -    p.  764,  p.  768-9 
Cloth  produced  in  Indian  mills,  abolition  of  duty 
advocated  -  p.  765 

Council  bills,  sales  : 
1908-9  and  1911-2  -        -  p.  763 

Criticism  of  proceedings     -  p.  763-4,  p.  766 

to  Meet  home  charges  and  immediate  -purchases  of 
silver  only,  advocated  -         -  P-  769 

under  Is.  4d.,  disapproved  -  -  p.  769 

Currency,  metallic,  believed  in,  by  woi-kmen  in 
India  -  -  p.  764 

if  Education,  primary,  were  free  aU  over  India  and 
compulsory  in  some  towns,  solution  of  currency 
difficulties  would  be  easier  for  Government  p.  764  ■ 

ElCHANGB  : 

Coins,  gold  in  circulation  will  not  be  useful  for 

purposes  of  export  -         -  -  p.  764 

Support,  gold  in  circulation  will  be  useful  -  p.  764 

Gold  currency,  encouragement  advocated         p.  766, 

p.  769 
Gold  Mint  : 

Advocated       _  p.  764,  p.  766,  p.  769 

British  sovereigns  should  be  coined,  if  not  Indian 

sovereign  r  -  -  .  p.  7(56,  p.  769 
10  rupee  piece  no  better  than  sovereign,  and  not 

advocated  p.'  764,  p.  766 

Gold  Standard  Resbbte  : 

Amount,  no  limit  advocated        -  -  p.  767 

Diversion   to   any   purpose   but    maintenance   of 

exchange  not  approved    -         -  -  p.  767 

no    Further   investment,  in ,,  sterling   and   rupee 

securities  advocated  for  10  years      -         -  p.  764 

Gold : 

Liquid  gold  advocated,  not  securities      -  p.  766, 

p.  767 

Location  in  India,  advocated  -    p.  76^,  p.  766-7 

Gold  and  gold  securities,  present  amount  -  p.  763 

Betm-ns,    more    interest    taken    in,   during'  last 

5  years   -         -  '     •-    ,     .  -  p.  765 

Securities,  gradual  sale  ■  and  shipment  of  proceeds 

to  India  in  liquid  gold,,  advocated    -         -  p.  767 

Silver,  objected  to  p.  764  p.  767 

Statutoiy  regrdations  advocated  -  p.  764 

.  Gqyemment   of    India    should   be   allowed   greater 

freedom  of  action  in  purely  local  matters  '•  p.  769 

Hoards,  gold  would  not  support  exchange  in  crisis 

p.  764 
India  Office,  Einance  Committee,  suggested  recon- 
stitution    -  -  -p.  768 

Lending  by  Government  in  England,  criticism 

p.  765 
Lending  by  Government  in  India  ; 

Advocated  -  p.  764,  p.  765 

Average  bank  rate  will  be  lowered      -*        -  p.  765 


CHITNILAL,  D,  SABATirA — continued. 
Lending  by  Government  jn  IsBiA-^ccmUnued.' 
Increased  demand  for  Government  securities  will 
result  ■  -  -        .-  P-  765 

Preference  shoijld  be  given  to  Presidency  Banks 

.  p.  765 
on  Security  of  Government  paper,  advocated 

p.  765;  p.  769 
Loans  : 

annual  Floating  of  larger  rupee  loan  and  popu- 
larisation advocated        -  '  '  P-  769 
Issue    of    sterling,   by   Government  in   England, 
none  issued  in  1913                           -  p.  765 

Notes : 

Cu-cle  system  should  be  abolished      p.  764,  p.  769 
more  Centres  advocated  p.  764,  p.  769 

free  Circulation  desired       -  -         -  p.  764 

Use  of  cheques  will  gradually  displace  use  of 

P-  764 
Universalisation  of  1,000  and  10,000  rupee  notes 
advocated  -  -        p.  764t  p.  769 

Paper  Cukrency  Bbsbeve  : 

Fiduciary  portion,  any  increase  should  be  invested 

in  rupee  paper  -  p.  768 

Gold,  present  amount  r  -  p,  763 

Gold  in  London  not  approved     -        p.  764,  p.  767 

Lending  from,  not  advocated  -  p.  768 

Returns,    more    interest    taken    in,   during   last 

5  years  -  p.  765 

.weekly     Statement     showing     note     circulation, 

reserves   held    in    rupees .  and   sovereigns   and 

Indian  securities,  all  held  in  India,  advocated 

p.  767 
Sterling  securities,  sale  and  transfer  of  gold  to 
India  advocated  p.  767-8 

Presidency  Banks  : 

Access  to  London  market  advocated  -  p.  764 

Loans  to,  suggestion  -  -  p.  769 

RaPBES: 

no   Fresh    rupees    should   be   coined   except  for 

actual  requirements  -         -  p.  769 

Profits  on  cx)inage,  diversion  to  railways,  &c.,  not 

approved         -         -  .         .  p.  764 

Silver,  duty: 

Abolition  advocated  -  '    -  p.  765 

Reduction  to  5  per  cent,  advocated  -  p.  764 

Sovereigns,  increase^in  circulation  -  -  p.  768 

Taxation,  remission  not   recommended   as  a  whole 

untU    sufficient    sums    spent    on    education  and , 

sanitation  ^  .  p.  765 

Treasuries,   placing  of  balances  at  disposal  of  trade 

through   banks    (preferably    Presidency    Banks), 

suggested  -  p.  765,  p.  769 

Civil  charges, 'over-estimate,  1910-11,  Mestm,:  :,.-■■.  9028 

Cloth,  produced   in   Indian    niills,   abolition   <Jf    duty 

advocated,  Ghwailal        -  -  -;  p.  765 

Coin,  total  holding  in  India,  40  crores  suggested,  Hmowrd 

'  -       '  ■  ..  p.  589 

Co,mage,  token,  greater  proportion  of  gold  currency  to, 

would  be  desirable,  .46raAoms  -  §8J-2 

COLE,  Alfred  Clayt,on  .  ,  -    3344r3376 

Bankof  England,  relations  with  India  Office^fri^ndly, 

apart  from  recent  inqidqnts         ,  -        337.4,,  3512-8 

Central, ok  State  Bank: 

might  be  Advisable,  hut  no   definite   knosidedge 

possessed  as  to  practicability  3382-S,  3426 

possible  Difficulty  of  lyprking  owing  to  area  ,3883, 

,    '  ,3426,,  3536-52 

Issue  of  debentures,  question  of  -        3457-61 

Nucleus  of,  in  Presiden«jy  Banks;  345^-7 

Opinions  of  directors  of  Bank  of  England  re 

.  .,     ,  3379-81 

Currency    business,    very -[well .   do;ne     by    ;Indian 

Government       -  .  '    .  "    3384 

Deposits  with,  London  banks,   security  should  be 

taken  -        .  .  '  .  3424-5 

Exchange : 

Business  very  well  done  by  Indian  Government 

o  .  .  .  3384 

Crisis,  India  should  be  prepared  to  carry  its  own 
bui'den  in  time  of  -        -  .    3406,3416 

Gold  in  circulation  pf  value  .for  3apport  of 

3396-^02,3479-86 


INDEX. 


23 


OOLE,  Alfred  Olatton — ctmtirmed. 
Gold  Mint  : 

Amount  of  gold  in    cirotilation    -would    not    be 

affected  by  .         .     3392 

would  Coin  local   gold'  and  possibly  gold  from 

South  Afrife,   gold  would  not  be   sent  from 

London  if  coinage  charge   exceeded    cost    of 

freight,  &c.,  of  coined  gold  3389-91,  3437 

special  Indian  coin  would  not  effect  question  of 

exchange  as  gold  taken  by  weight  -  3567-9 

not  Objected    to,    but    unnecessary    as  long   as 

sovereigns  used  -  3388 

Sovereigns  should  be  coined  if,  mint  were  set  up 

3393,  3565-6 
Gold  Stajstdaed  Rbsbevb  : 

Accounts,  wording  of  "  cash  ...  at  short  notice," 
objection  to  -  3412 ,  3499-506 

Gold : 

Amoimt,    opinion    re,    and    five    millions    not 
considered  sufficient    -  3405-6,  3570-6 

Holding  of  reserve  only  in,  woiild  be  advan- 
tageous in  case  of  exchange  crisis,  but  in  that 
case  profit  on  investment  would  be  lost 
_.  .^         .  -'i      ;       3519-35 

Portion  accumulated  for  support  of   exchange 
should  be  held  in  England,  not  India  .3403-5, 
■       ,  3431-5,  3554-8 
not  Taken  into  account  in  market  calculations  in 
London  -  -         -  3411-2 

Securities : 

not  Objected  to,  with  sufficient  amount  of  gold 

3405-9 

Short-dated    securities    preferred,    but    others 

should  not  be  definitely  excluded         -     3410 

not  as  Useful  as  gold  in  crisis     '     -         -     3413 

Indian  money  market,  no  direct  relations'  between 

London  market  and,  but  indirect  relations       3347 

Lending  by  Government  in  England  : 

Advantages  and  disadvantages    -  3450-4 

below  Bank  rate         -,    .    ■         -         -         ,3420-1 

Indian  credit  not  damaged  by  -     3360 

Interest,  too  low  sometimes  from  point  of  view  of 

maintaining  disoovint  rate  in  London        3348-9 

Objection  to  system,  control  of  Bank  of  England 

over  money  market  may  be  weakened  by,  and 

market  rate  lowered.  3348-59,  3372-3,  3427-30, 

3463-78 
Securities : ,  _ 

Colonial  securities,  .inclusion  of, ,  considered  to 
be  against  interests  of  British  Government 

3365 
Difficulty  owing  to  large  amount  of  money  to  be 
lent    -         -       *-     .  -         -     ,    -     3423 

Other  than  those  registered  at  Bank  of  Eng- 
land, question  from   point  of  view  of  Bank, 

3507-9 
Taking  of  Indian  at  par  value  and  British  at 
market  value  considered  bad  business   3361-5 
Temporary  abstention  from,  might  help  rate 

3421—2 

Loans,  issue  bt  Government  in  England  : 

Credit  of  India  not  declined,  relatively  to  that  of 

other  borrowers     ,-  -  3371 

Loans,  &c.,  too  much,  under  Government^  control, 

mone^  would  be  more  readily  obtained  if  "bigger 

facilities  given  for  private  enterprise  in  India 

.    ,  B552 

if  ,Mop.ey  required  on  large  scale,  loan  would  have 
to  be  issued  with  fixed  date  for  redemption  . 

3368-71,  3553 
Quotations  for,    kept    down    by  knowledge  that 
Government  will  continue  to  borrow  annually 

3368 

Notes : 

Increasing  circulation  of     -  -     3418 

Investment  of,  in  trade  bills,  or  advances  to  banks 

would  not  be  considered  in  the  case   of  the 

English  paper  currency  system        -        3438-40 

Paper  Purrenct  IIesbrte  : 

Advances  to  banks  for  short  terms,  proposal  not 
favoured  -  -  3445-9 


*COLB,  Alfred  Clayton — ccmtinued. 

Paper  Currency  Reserve — continued. 

•  Increase  of  fiduciary  issue  would  be  approved  if 

recognised  that  issue  should  be  reduced  if  note 

issue  decreases  as  it  might  if  cheques  largely 

introduced      -         -  3418-9, 3487-96 

Silver,  Purchase  op,  for  Coinage  : 

Payment  with  gold  in  paper  currency  reserve 
instead  of  from  balances,  1912,  question  as  to 
effect  on  London  market         -  3559-64 

Question  as  to  possibility  of  buying  regularly 

3376-8 

Sovereigns,  loss  from  wear  and  tear  should  fall  on 

India  -         -        -  -    \-    3388 

Collection  of  revenue,  civil  sei-vice  and  famine  relief, 

and    insurance    expeniitufe,    1909-10    to    1913-4, 

Abrahams  -         -  p.  81 

Commiercial  undertakings,   net    revenue,   1909-10   to 

1913-14,  Abrahams         -         -  -    p.  81 

Co-operative  Credit  System: 

Assistance  of  societies  by  Bank  of  Madras  and  Bank 
of  Bengal,  Hwnter,  6588,  6926-7,  6974,;  Drmbar, 
7965. 
Assistance  of  societies  by  joiat  stock  banks.  Smith 

8854-6,  8873 

"  Qp-operation    in    India,''    by    S.    H.    Fremantle, 

Ba/milton  -        -  p.  530-6 

Encouragement  desirable,  and  suggestions,  Sam,ilton, 

■  2483-5,  p.  524-8 ;  Toomey  andFraser,  2621,  p.  537  ; 

MeLeod;  7045-9, 7096-7;  p.  597;  Pandya,^.  643-4. 

Estension   of    system   and  Government  assistance 

desirable,  Sundara  Iyer  8900-2,  9014-6 

Growing,  MoBobert  -  -  p.  548 

Mdney  might  be  attracted  out  of  hoards,  Fraser 

■       •  2974 

Need  for  men  to  develop  and  scheme,  Samilton 

2484,  p.  525,  p:  528 
,'System,  iJee^  -^       -     10,017-26 

■'Tendency  to  attract  money  from  hoards,  McBoberf, 
4082  ;  McLeod,  7047  ;  Beid,  p.  575. 

Council  Bills  and  Telegraphic  Transfers: 

Advantage  of  system  (Bengal  Chamber  of  Commerce), 

MeLeod      -  -        -  -       P-  603-4 

Amounts  drawn  on  India  from  1862-3  to  1912-3 

with  average  rate  of  exchange,  Newmarch  -  p.  227 
on  Account   of   gold  reserve   standard,  practice   re 

cfi-editing  amount  to  reserve, ^Sra^ams       -  898-9, 

935-9 
Amounts  paid  for,  in  first  ^nd  second  haK  of  each 

financial  year,  1894-5  to  1912-3,  Newmarch 

p.  233 
Basing   of    budget   estimate   on   forecast   of    what 

Secretary  of  State  can  sell  and  Government  can 

meet,  and  limitation  of  sales  to  amount  of  estimate, 

question  of ,  and  effect,  Abrahams  p.  23-4 

Date    of    commencement    and    history   of    system. 

Newmarch  -         -  1330,  p.  217 

Definition  of  council  bills,  Webb  5611^-20,  p.  569 

Demand  fOr  : 

Caiises  of  a  decrease  in,  Abrahams,  289-92 ;  New- 
march,  p.  218. 

Dependent  on  activity  of  trade,  and  would  decrease 
in  case  of  no  surplus  of  revenue  over  expenditure, 
Newma/rch  1446-7 

Reduction,  1913,  Newmarch         -  p.  759 

Disbursements,  1907-8  to  1913-4,  ^SmAams  p.  67-73 
Drawn  through  currency,  amount  of  cui-rency  gold 

held  at  home  has  not  been  excessive  from  point  of 
,    view    of     Secretary     of     State's     requirements, 

Newmarch  -         ■  1606-12 

Effect  of,  to  restore  to  circulation  currency  absti'acted. 

Boss  -  -        -        -         .  3721-4 

Extension  of  system  to  Delhi  and  Karachi  advocated, 

Webb  -  P-  557,  p.  569 

Fixing    budget   estimate   of,   at   amount   of    home 

charges  and  actual  sales  at  amount  of  estimate, 

impossibility,  Abrahams  p.  22-3 

Gold  point  kept  in  touch  with,  Newmarch    1494-500 
Management  of,  by  Central  Bank,  see  under  Functions 

under  Central  or  State  Bank. 
Manipulation  of  Presidency  Bank  balances  with  view 

of  forcing  demand  for,  denial  of  p.  41,  p.  47 

C  4 
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ROYAL   COMMISSION    ON    INDIAN   FINANCE    AND   CURRENCY  : 


Cotmcil  Bills  and  Telegraphic  Transfers — continued. 
Mai'ket  rate  for,  not  undercut  by  Secretary  of  State, 
Toomey  ....  2826-7 

Meeting  of,  by  withdrawal  of  rupees  from  gold 
standard  reserve,  correspondence  between  Govern- 
ment of  India  and  Secretary  of  State,  1912-3, 
Abrahams  ...  •         ?•  204,  p.  206 

Methods  of  meeting,  Ahrahams  •         95,  580 

Object  of : 

to  Provide  funds  for  Secretary  of  State's  require- 
ments now  of  secondai-y  importance,  Hunter 

6314,  p.  591 
to  Settle  balance  of  trade  and  reduce  movement 
of  gold  coin  from  Europe  to  India,  Hunter 

6314-5,  6819-24,  6826-40,  6872-8,  p.  591 

against    Paper    cui-rency    reserve,    no     fixed   rate, 

Abrahams  .         -  ...  471-3 

Payment  for  purchase  of  silver  by,  see  wnder  Silver. 

Policy  not  adopted  in  interests  of  City  of  London 

instead  of  those  of  India,  Newmarch     1395,  p.  223 

Policy  different  from  that  in  any  other  country,  as 

conditions  different,  Newmarch  1428-30 

Portion  of  debt  to  India  covered  by,  discharged  by 

shipment  of  sovereigns,  Newmarch      -        p.  218-9 

JPkice  : 

_  Fixed  rate,  not  desirable,  Meston  9458 

'  Fixed  rate  of  Is.  4d. ; 

should  be  Absolute  minimum.  Hunter  6332-7 
Advocated,  Hamilton  -  2411-3,  2477,  2538 

6589-610,  6883-9 

not  Advocated,  Howard        -    8269-72,  8325-32 

Objection  to,  Le  Marchant  7720-4 

below  Gold  import  point,  see  below  Specie  point 

below. 
Is.  4d.  only,  or  not  below  rate  at  which  rupees 
can  be  procured  from  other  sources,  objection. 
Boss  -        ■  3780-2,  p.  544 

below  Is.  4d. : 

Desirable  sometimes,  Toomey  and  Fraser  2958 
Justification,     Abrahams,     480-5 ;     Newmarch, 

1415. 
1909-10,  Newmarch  ■  1415-6 

Objected  to,  lFe66, 5133, 5909-11;  Chunilal  p.  769 
not  Objected  to  in  certain  circumstances,  Meston 

9458-60 

Policy  re,  Newmarch  1331-6 

Reply  to  criticism,  Howard  -  8273-2 

Sale  of  large  amount  at,  opinion  re,  Meston  9072-4 

below  or  above  Is.  4cZ.,  according  to  supply  and 

demand,  approved,  Le  Marchant  7716-24 

over   Is.   4(i.,   profiij  should  be   put   into   special  . 

reserve  fund  of  sovei-eigns,  and  when  rate  less 

than    Is.    Ad.,   fund    should    be    drawn    from, 

McBobert  -  4000-3,  p.  548 

Is.  4-id.  -. 

Gold  not   kept   from   cnoulation   in   India  by, 
Howard      -  -        -  -  p.  585 

1898-9,  criticism,  Webb  -  5939-42,  p.  555-6 
should  be  Minimum,  Webb  5261-74,  p.  555-6 
Tends    to    keep    gold    from    going   to    India, 

MoRobert,  p.  548 ;  Smith,  p.  616. 
tjndertaking  to  sell  without  limit  of  amount  at, 
Abrahams    -  •        -  474-5 

Is.  4Jd.,  1900,  objected  to  by  Government  of 
India,  Newmarch   ■  1376,  p.  221-2 

Is.  4d.  (bills)  and  Is.  i^-^d.  (ti-ansfers),  when  impos- 
sible sterling  bills   should  be  sold  in  India  on 
London  at  Is.  3i|(i.  instead.  Hunter    -  6338-47, 
6546-58,  6589-610,  p.  591 
of  Bills  and  transfers,  comparison,  Newmarch 

p.  217 
Limitation,  Abrahams  113, 115,  485,  p.  11. 

Lower  rates  might  be  obtained  if  system  of  lending 
in  India  for  pui-poses  of  trade  were  introduced, 
Bai-row  -  -  -  3048-50,  3266 

Minimum,  Newmarch  -  1341,  1449,  p.  217 

Offer  to  sell  transfers  at  Is.  4!-g\d.,  1898,  and  sub- 
sequent withdrawal,  1900,  Newmarch  -  1369-70, 

'  p.  221-2 

Offer  to  sell  freely  at  Is.  i^d.  (bills)  and  Is.  4/^d. 

(transfers),  1904,  Newmarch  1448,  p.  222 

Question  as  to  connection  with  rate  of  exchange, 

Toomey  a/nd  Fraser        -  2628-47 

below   inward  Specie   point,  additions  to   silver 

cun-ency  by,  procedure  approved,  Howard  8361-5 


Council  Bills  and  Telegraphic  Transfers — continued. 
Price — continued. 
above  and  below  Specie  point,  effect  on  trade,  Webb 

5593-602 
below  Specie  point : 

Against  new  coinage,  objection  to.  Boss      3616, 

3783-93 
Approved,  Meston   -  -  9511-7 

Considei-ations  affecting,  Newmarch  -     1341 

Objection  to,  Webb  -  -  5555,  p,  564 

Preference  given  to  circulation  of  mpees,  Meston 

9368 

Refusal,  probable  result,  Meston  9512-5 

Reply  to  criticism  and  explanation  of  advantages 

of  system,  Newmarch  -         •        1501-3,  p.  219 

Uniform  price  of   a  shade   below   import  point 

(Is.  4Jgd.)  advocated,  Webb  -   5118-59,  5175-87, 

5483-544,  5623-6,  5603-4,  5683-9, 

5943-69,  p.  569 

PubUc  satisfied  with  present  system,  Abrahams     233 

Purchase   by   Government   of    India   agamst    gold 

standard    reserve,   question   of,   Bhupendra  Nath 

Mitra        -  -  -  4860-6 

pxjbchase    of    soveb.eigns    in    transit    from 

Egypt  and  Australia  against  transfers  : 


Conditions,  Newmarch 
Particulars  re,  Newmarch 


-       p.  230-1 
1348-9,  p.  218, 
p.  219 
Periods  during  which  offer  in  force,  Newmarch 

1635-7 
Terms  largely  taken  advantage  of,  Newmarch 

1434-5 
Withdrawal  of  offer  in  August,  1910,  Newmarch 

1436^2 

Purposes  of  system,  Abrahams  464-7 

Receipts,  1907-8  to  1913-4,  Abrahams  p.  67-73 

Request  by  exchange  banks  for  issue  of  telegraphic 

transfers,  1907,  r'efusal,  telegrams  between  Viceroy 

and  Secretaiy  of  State,  Abrahams  '-  p.  164 

Sale: 

1908-9  and  1911-2,  Chunilal       -  p.  763 

on  Abolition  or  restriction  to  actual  requirements 
of  India  Office,  amount  of  gold  shifted  to  India 
would  increase  on  subsequent  remittance  home, 
Hwnter  -         -  6324-31 

Advantage  of  sale  of  transfers  to  I'elieve  money 
stringency,  Neiomarch  1510-24 

Advantages,  Forrest  -  p.  698,  p.  699 

on  Any  day  of  the  week  should  be  possible  with 
properly  constituted  reserve.  Boss      3637,  3699, 

p.  547 

Allocation  over  year  according  to  what  might  be 
convenient  for  Government  and  public  desirable, 
Graham-  -         -  .  4896-7 

Balances  released  by,  for  benefit  of  piiblio  and 
internal  trade  reached  through  banks,  Beid 

7286-90 

BiUs  and  transfers  sold  and  net  impoi-ts  of 
sovereigns  on  private  account  for  each  month 
1911-2  and  1912-3,  Newmarch         -         -  p.  238 

Bills  drawn  against  Treasm-y  and  against  currency  ' 
reserve,   aUooation   at   time   of   sale,  difficulty, 
Newmarch       ...  .  1473-7 

Bi-weekly,  suggestion,  Sassoon  David  p.  716 

Cessation  when  requirements  of  Secretary  of  State 
met,  injurious  effect  on  trade,  Newmarch 

'    p.  219-20 

Comparative  table  showing,  for  period  October  to 
March  inclusive,  1911-2  and  1912-3,  Newmarch 

1370,  p.  237 

Comparison  of  budget  estimates  with  actual 
drawings,  and  average  rates  of  exchange, 
Abrahams,  p.  20,  p.  28  ;  Newmarch,  p.  232. 

Compaiison  of,  1909-10  to  1912-3,  and  estimated 
sales  for  1913-4  with  sales  if  regulated  by  any 
alternative  methods,  Abrahams  -    p.  15 

Consultation  of  Indian  Government  re,  Schuster, 
11,159-60, 11,195-8  ;  Abrahams,  11,652-7. 

Criticism  of  system  and  proceedings,  Webl,  5457-82, 
5545-50,  p.  554-7  ;  Chunilal,  p.  763-4,  p.  766. 

Date  of  commencement  of  practice,  Abrahams  110 

Defence  of  system,  Inchcape      -        -      10,748-51 

Differences  between  estimates  and  working  results, 
Nevymarch      ...  .        1478-80 
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Council  Bills  and  Telegraphic  Transfers— coMh"«((ccZ. 

Sale — continued. 

Drain  of  wealth  from  India  to  England  by,  popular 

belief  in,  Beed  .  9953 

possible  Effect  on,  of  loans  to  Presidency  Banks 

Bhwpendra  Nmh  Mitra   -  4341-6,  4376-7, 

4568-78 
EfEect  on  amount   of  money  available  in  India, 
Sunter  -         .    6387,  6676-9,  6964-6 

EfEect  on  exchange,  Wehb  -         •  5641-7 

Effect  of  fall  in  exchange  on,  Newmarch    p.  224-5 
Effect  on  import  of  gold  into  India,  Abrahams, 
177-8,  p.  21;  JVeiomorcA,  1459, 1591-6;  Toomev, 
2582-3. 
1893-8,  mismanagement  of,  Wehb     5903-8,  p.  555 
Estimate : 
no  Earmarking  in  advance  for  capital  payments 
in  England,  Bhupend/ra  Nath  Mitra       4554-6 
should  Separate  drawings  for  home  charges,  for 
capital  outlay  and  discharge  of  debt,  Dalai 

p.  683 
Estimated,   1909-10    to   1913-14,  and   estimated 
home  charges,  Abrahams  -    p.  23 

in  Excess  of  requirements : 

Advantages,     Abrahams,     468-70 ;      Hamilton, 

2546-5'i.  p.  521-2  ;  Newmarch,  1356-8,  1525- 

43,  1565-87,  p.  223  ;  Howard,  p.  580  ;  Smith, 

8805-11. 

not  Advocated,  Graham  -  4912-5 

Amount    of     capital    available    in     India    not 

reduced  by,  Newmarch  -         -     1355 

Approved  and  not  antagonistic  to  interests  of 

,  India  (Bengal  Chamber  of  Commei-oe).  McLeod 

p.  603 

A.pproved   as    long  as    exchange   near   Is.    4d., 

Forrest         ....  -  p.  699 

Cases  of,  since  1863-4,  Newmarch  ■  1331 

Continuance  advocated,  McLeod  •  p.  597 

Convenience    of    trade    and    inconvenience    of 

accumulation  of  sovereigns  in  paper  currency 

reserve  in  India,  the  reasons  for,  Newmarch 

1504-9 

for  Convenience  of  trade,  alleged  and  criticism 

of,  Pandya  -  9604-20,  9648-62 

little  Criticised,  Newmarch  -  p.  223 

should  Depend  chiefly  on  nature  of  trade  demand 

for  currency,  Ross  -  -  p.  544 

Distinction  between  demands  for  revenue  and 

for  capital  purposes,  Newmarch  1333-5 

Interference  of  system  with  foreign  exchanges, 

Webb  -  5639-40,  p.  557 

Justification,  Newmarch  -        -  1367-8,  p.  220-1 

should  be  Kept  within  moderate  limits,  but  no 

definite  rule  advocated,  Fleetwood-  Wilson 

11,466 
not  Objected  to,  to  extent  of  full  trade  demand, 
McLeod       ^        -  7179-85,  p.  598 

Objections  to,   Webb,  5100-15,  5155-9,  5302-4, 
5457-8,    5653-9,    p.    556;     Dalai,    11,352-9, 
p.  682-4. 
below  Is.  4d.,  see  under  Price  above. 
Practice  of,  and  benefit  to  Government  and  trade 
from,  Bhupendra  Nath  Mitra       -  4526 

Free,  advantages  of,  and  continuance  advocated, 
Abraha')ns         ■  -  P-  12.  P-  18 

Free,  and  up  to  total  demands  of  trade  approved 
as  far  as  balances  in  India  permit,  but  objection 
to  selling  more.  Boss  -     3586-7,  3615-6 

Free  sale,  question  of  amount  of  capital  in  India 
being  restricted  by,  Newmarch     1395-6,1613-21 
Government   should   sell   as    many  as   trade  will 
take,  Hamilton        -         -  P-  •''>18.  P-  "'26 

Holding  back  of,  in  1894  for  eert:iiii  vafes,  notifi- 
cation issued  after,  and  result,  Wi'l'h        5605-10 
Intermediate  or  special : 

Abolition  advocated,  Dahd  -         -  P-  "80 

Demand  on  following  Wednesday  not  considered 
to  be  affected  by.  Newmarch  134.i 

Price,  Newmarch  1342.  1344,  p.  218 

System  and  advantages  of,  Neiomarch  1342-3 
Invitation  of  tenders  on  Wednesdays  and  allot- 
ment system,  Newmarch  P-  -^1;^ 
Issue  of  paper  currency  notes  against  gold  held  m 
paper  currency  reserve  in  London,  system  and 
advauta^'os.  Neinnureh        1349-52,  1374.  p.  221 


Council  Bills  and  Telegraphic  Tiansfers—contiinied. 
Sale — continued. 

without  Limit  when  rate  at  maximum,  but  no 
obligation  before,  Newmarch  -     1343 

Limitation  of  amount  that  can  be  issued  by  Secre- 
tary of  State,  and  steps  taken  to  increase 
amount,  Abrahams  -  p.  55 

at  Low  rate,  1909-10,  question  of  competition 
with  gold,  Abrahams        -  -        -  921-9 

Maximum  indicated  by  Government  of  India,  up 
to  which  Secretary  of  State  acts  on  own  initia- 
tive, Bhupendra  Nath  Mitra       4339-40,  4552-8 

to  Meet  home  charges  and  sales  connected  with 
cuiTcncy,  shown  separately  in  accounts, 
Newmarch  ■         -  1469-73 

Meeting  of,  from  Gold  standard  reserve,  1907-9, 
Newmarch       -  -  -        -  p.  224 

Method,  Abrahams  488-98,  p.  11-5 

not  a  Necessary  factor  of  British  Indian  trade, 
Wehb      -        -  -        -         -         -  p.  564 

Oftener  than  once  a  week  suggested,  McBohert 

3997-9,  4225 

Pohcy,  Ahralmms     169-70,  264-71,  331-46,  486-7, 

537-41,  1005-7 

Pi'ice,  see  that  title  above. 

Published  notice  regarding,  1909,  Neu-niarch 

p.  228-9 

Receipts  from  1st  April  to  31st  October,  and 
1st  January  to  31st  October,  1913  and  1912, 
Newmarch       -  p.  759-60 

Reduction  of,  and  substitution  of  remittances  by 
shipment  of  gold,  cost  of,  Abrahams       p.  26-30 

Regulation : 

Alternative  methods,  and  effect  of,  Abrahams 

p.  15-8,  p.  22-5 

Difficulty,  Abrahams        -  p.  55-6 

not  to  Interfere  unduly  with  flow  of  gold  to  India, 

Abrahams  114-7 

Methods,  and  considerations,  Newmarch  -    1392, 

p.  218,  p.  222-3 

Policy  advocated,  Webb  p.  556-7 

Policy,   correspondence    between    Secretaiy   of 

State     and     Government     of     India,     1912, 

Abrahams  -         -  p.  199,  p.  201 

to  Prevent  closing  balance  of  India  Office  from 

exceeding  4,000,000Z.,  question  of,  and  effect, 

Abrahams   -  p.  24-5 

Proposal  of  Government  of  India  and  reply  by 

Secretary  of  State.  1909-10,  Abrahams  p.  185, 

p.  187 
Remittances  by,  Jan.-Oct.  1912,  1913,  Newmarch 

p.  761 
to  Replenish  gold  standard  vesevye,  Abrahams  476-9 

Restriction : 

not  Advocated,  Currie,  10,563-6,  p.  069  ;  Punjab 
Chamber  of  Commerce,  p.  713. 

to  Amount  of  home  charges,  question  of,  and 
effect,  Abrahams  •    p.  23 

to  Amount  budgetted  for : 

Advocated,  Sassooii  David  ■  p.  716 

Advocated,  with  2>ojsibility  of  supplementary 

budget    in     certain    circumstances,    Beed, 

10,035-7,  10,107-12 ;  Dalai,  p.  683. 

Objection,  Neiomarch  -  -  p.  219 

to  Amount  required  to  meet  home  charges  and 
purchase  of  silver,  Webb,  5201-3,  5649-52, 
5586,  p.  569 ;  Chunilal,  p.  769. 

Disadvantages  anticipated,  Abrahams      179-80, 

p.  12-3,  p.  18 

during  First  half  of  financial  jenr  and  free  sale 
during  rest,  at  higher  rate,  question  of  and 
difficulties,  Newmarch  1481-91,  p.  218-9 

to  Secretary  of  State "s  requirements  : 

Desirable,  Meston  9452-7 

Objection  to,  Inrlwajje  10,752-."> 

when  Sum  equivalent  to  home  charges  realised, 
no  more  bills  shoidd  be  sold  until  proportion 
of  sovereigns  in  currency  exceeded  public 
requirements,  Wehb  5160-73,  p.  556 

Telegi-am  from  Viceroy  to  Secretary  of  State. 

22nd  January  1913,  Ahralmms  p   66 

against  Rupees  or  notes  in  paper  cun-enoy  reserve 

approved,  Forrest    ...  .p.  699 
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Council  Bills  and  Telegraphic  Transfers — continued. 
SaTiB — continued. 

Secretsiry  of  State  must  sell  from  April  to  Decem- 
ber to  provide  for  requirements,  and  consequent 
impossibility  of  sticking  out  for  Is.  id..Bhupeiidru 
NathMitra  -         ■  4603-13 

Set  progi-amme  of  amount  of  bills  to  be  allotted 
at  each  sale  should  be  issued  from  time  to  time, 
Balal      -  -         -         -  p.  683 

against  Silver  coinage  by  auction,  question  of. 
Boss  ■  ■  -  3784-8 

Statistics,  January,  February,  and  March.  1913 
and  1912,  Abrahams        -  -         -  282-8 

so  as  to  Stop  impoi-t  of  gold  into  India  objected 
to,  Pandya      -  9646-62,  p.  638 

Stoppage  of,  at  present  moment  (July  1913)  advo- 
cated. Hunter  •         -  6883-4 
Subsequent  submission  of  account  of,  to  Finance 
Committee,   Council    and    Secretary   of   State. 
Nevmiarch                -         -                1346-7,  p.  218 
of  Telegi-aphic  ti-ansfers  only,  advocated,  Dalai 

p.  683 
of  Telegraphic  Transfers,  1906  and  1907  • 

Account  of  proceedings,  Mesion.       -  9085-6 

OoiTespondence  between  Government  of  India 

and  Secretary  of  State  re  method  of  meeting, 

Abrahams    -  ,      -         -         -         -  p.  151 

Loan  from  Indian   Branch  of  Gold   Standard 

Reserve   to  meet,   see    under  Gold  Standard 

Resei-ve. 

Telegrams    between    Secretary    of    State    and 

Viceroy,  Abrahams  842-3,  p.  146-51,  p.  164, 

.       p.  165-8 

Time,  question  of  consultation  with  Government 

of  India,  Schuster   -         -         -  11,195-8 

Total  capital  gain  to  India  by,  and  loss  that  would 

result  in  absence  of  system,  Hamilton      ■  p.  522 

against  Treasury  balances  justified  in  every  case 

during   last  three  or  four  years  by  Government 

interests,  Neiomarch  -  -  1597-605 

Unlimited,   how  provision    should   be    made   for. 

Hunter  .-         -  6348-52,  p.  592 

to   Unlimited   extent   at   i-ate   under   gold  point, 

desii-able  at  present.  Hunter     6975-82,  p.  591-2 

Variations  from  estimates,  Abrahams  -    p.  12 

Section  of  trade  benefitting  by  system,  Abrahams 

530-2 

continual  Support  of  exchange  at  Is.  Sl'^d.  by  Secre- 

;  taj-y  of  State,  doubt  as  to,  Beid  -         -  7501-8 

Suspicion  in  India  that  maintenance  of  exchange  is 

at  times  subordinated  to  other  interests,  Beid 

7373-80,  p.  573 

StSTPM: 

Approved,   Hamilton,  2280 ;    Toomey  and  Fraser, 

2566,   2659-67,   p.   536;   Boss,   p.    548;  Smith, 

■p.  615;  Harrison,    10,352-4;    Cun-ie,  10,561-2, 

p.  669. 

Grovemment  of  India  satisfied  with,  Meston      9072 

Popidar  in  Calcutta,  Fleetwood-Wilsov,  11,466 

Transfer  of   proceeds  into  paper  currency  reserve, 

system,  Abrahams  ....  994-8 

against  Treasury  balances  and  against  paper  cui-rency 

reserve,  distinction,  no  necessity  seen  for,  .46ra/i.a»is 

999-1000 

Use  of,  some  loss  incurred  by  alternativfe  shipments 

of  gold,  ^iwa/idws      -         -  -  929-2 

Weekly  auctions  in  London,  approved  while  mints 

were  open  to  free  coinage  of  silver,  but  diiference 

now,  Webb         ....      5409-15,  p.' 555 

Working  of  system  since  1872-3,  Newmarch  ■  p.  224 

Council  Bills  on  London: 

at  Is.  3i|d.,  scheme.  Hunter  -        6338-47,  6546-58, 

6589-90,  p.  591 

Purchase  by  Secretary  of  State  at  Is.  3  J^^-cJ.,  exchange 

profit  made  on,  Abrahams  ■        -        -  1085-8 

Sale  at  Is.  3||<i!. . 

without  Limit,  formal  notification  offering,  would 

be  ad^^aatageous,  Beid     -        -        7501-8,  7569 

,  Proposal  not  approved,  Le  Marchant  -  7718-9 

Statistics,  1908,  Abrahams      -  -         -  p.  103 

Currency : 

see  also  Gold,  Rupees,  Silver,  and  Sovereigns. 
Business  very  well  done  by  Indian  Government,  Cole 

3384 


Currency — continued. 
Chests  : 

Holding  of,    by   biunches   of  Presidency    Banks, 

system.  Hunter        -  •         •        6644-55 

None,  at  sub-treasm-ies  as  a  rule.  Bhupendra  Nath 

Mitra  ■  ^"26 

Object  of,  Bhiipendra  Nath  Mitra  4832-3 

iit  all  Siu-plus  treasuries  and  most  deficit  treasuries, 

Bhupendra  Nath  Mitra  -  4724 

Taken    over    usually   by   bi-anches    of    Bank    of 

Bengal,  but  not  by  Bank  of  Bombay,  Bhupendra 

Nath  Mitra     ■  '         ■  I     ■  '^'^26-31 

Ti-ansfers  between  branches  of  Presidency  Banks, 

and  system,  Bhupendra  Nath  Mitra         4732-40 

Use  of,  to  economise  Treasury  balaliees,  Hurrison 

10,183 
Control  op : 

by  Central  or  State  Bank,  see  under  Central  or 

State  Bank. 
Should  ^e    in    money    markets   and  commercial 
centres,  Beid  -         -    7307-13,  p.  572 

Criticism  of,  as  a   managed  system  and  not  auto- 
matic, Frexven      9519  (pp.  SO,  31)  &534-43,  9551-6 
CmTcncy    pommission    considered     advisable     by 
Bengal  ajid  Kai-achi  Chambers  of   Commerce  in 
.    1907  -,  -         -.,       -  p.  174,  p.  175 

Duty  of  Government  to  give  people  kind'  of  cm-rency 
desired,  Abraham,s  -  1035-7 

Encouragement  by  Government  of  different  fonns  of, 
question  of,  Abrahams  1196-200 

Extended  use  of  other  forms  than  silver  ;,such  as 
gold,  notes,  and  cheques)  possible,  McLeod 

7149-52 • 
Free  trade  in,  desired,  Meston  9264,  9268-78, 

9366-7 

Goverament   should   aim  at   being   in    position    to 

supply  form  in  demand,  Howard         -  8205,  p.  584 

Irnport  would  be  unnecessary  if  funds  not  locked  up 

by  Government,  Dunbar  -  '       -  8107-8 

Increase,  by  coining  of  additional  rupees  would  be 

prefen-ed  under  present  circumstances  to  putting 

additional  sovereigns  in  circulation,  Le  Marchant 

7820 
Increase,  methods,  Newmarch.  1763-6. 1772  ;  Howard, 

8366-81. 

Iiiterests    of  India  the   predominant   consideration, 

Ahraliams  -  -  -      '    -     1007 

Large  areas  where  payments  made  in  kind  and  by 

barter,  ilfestoji  -     ^         9461 

Mahkged   as   far   as   possible    on   automatic    lines, 

Abrahams  - ,  -  575,  912-20 

Management     of,,  by     Cteatral     Bank,    sec    under 

Functions  under  Central  or  State  Bank. 
Metallic,  believed  in  by  workmen  in  India,  Chuuilal 

.  p.  764 

limited  Monetary  union,  possibility,  of  establishing, 

and  suggestion  re,  Frewen  -,  9522,  9573-'80,  9583-9 

Note   on   some   features   in   the   Indian   trade   and 

Currency  figures  for  the  first  10  months  of  1913, 

Newmarch  -         -  ■  P-  759-62 

Offices,  people  prefe'r  to  deal  with  bank,  Dunbar 

■        ■       .  '        ■  ■    ■  7906-7 

People  should  be  given  form   they  desire,   Mestdn, 
9264.    9268-78;    Harrison,    10;342-51,    10,437-9, 
10,478. 
Principle  of '  giving  the   public '  what   'they  desire 
believed  to  be  acted  on,  Howard  '      -     8221 

Standard  nominally  a  gold  one  and  cuirency  con- 
ducted largely  on  lines  of  exchange  standard, 
Howard  -         -•  -  634S-50,  p.  586 

Statistics  showing  extent  of  use  of  different  forms 
of,  in  various  branches  of  the  National  Bank  of 
India,  Toomey  -  2760-82,  2993-7 

Success  of,  Boss       .-        -  3617-23,  p.  543-4 

System  wonld  become  automatic  if  mints  re-opened, 
Frewen       ...  .  9543-4 

Thteory  of  evolution  of  different  forms  of,  Webb 

5860-79 

Currency  Department,  should  be  more  in  touch  with 

trade  and  commerce,  and  post^  thrown  open  to  men 

trained  in  banking,  Forrest     ...  p.  699 

CURRIE,     Laurence,    Member     of     the     Indian 
Council  and  its  Finance  Committee : 

10,479-10,662,  p.  669-670 
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CURRIE,  Laurence — continued. 
Balances : '  ' 

High,  c'aiises  -  .       10,485-8 

in  London : 
present  ArnQjint      -  -  10,483-4,  10,588 

Keeping  of  large  balances  in  London  necessary 

p.  669 
Use  of,  in  1913  -         -  10,588-90 

Bank  of  England: 

Charges  by,  not  low  but  not  considered  unreason- 
able -         -         .     -  .      ■  .     10,519-21 
Charge   for   printing    ciirroncy   notes    high,    but 
attempt  being  made  to  obtain  reduction 
'     ■        '■  10,521-2 
Centkal  Bank: 

if   Established   should  be   on  lines   of  Bank  of 

J'rance    -  -  -         -  10,579  note 

Establishment     not     advocated     unless     strong 

demand  for,  in  India       -  - 10,579 

Objections  to      ■  ~  '  10,579-80 

Cox:jNCiii  Bills  : 
Sale,  restriction  not  desirable  10,563-6,  p.  669 

System  approved        -  10,561-2,  p.  669 

Deposits  with  Banks  in  England  : 
when  Capacity  of  approved  borrowers ,  exhausted 
would  not  like  to  revert  to,  still  less  to  establish 
as  part  of  i-egular  practice,  and  reasons 

■  10,498-507,  p.  669 

Justifiable  as  temporary  expedient  bulj  establish- 
ment as  part  of  regular  practice  not  desirable 

10,497-502,  p.  669 
Objections  to,  owing  to  lack  of  security  and  pos- 
sible difficulty  of  choosing  between  banks 

10,500-7 

Exchange,  gold  in  reserve  more  useful  for  support 

of;  than  gold  in  circulation      ■    -     '■    •       10,576-8 

Gold  should  not  be  pressed  on  people  10,571-5 

Gold  mint,  not  advocated,  arid  getiuine  demand  for, 

among  commei'Cial  community  doubted        10,567, 

p.  669-70 
Gold  Standakd  Reserve: 
Amount :  ' 

should  Depend'  on  trade  rather  than  on  amount 
of  rupee  circulation  -         -       10,552-4 

More  than  25  millions  desirable       -  10,549 

Gold:     .  .    '      ■. 

Holding  of  whole  amount  in,  objection  to 
.,    ,  .  ■     ..  10,659  mote 

about  One-fifth  of  total  approved         10,555-60, 

,10,649-59 

Location  in  London : 

,  Maiply,  advocated  10,541-4,  p.  669 

npt'Takpn  into  account  in  mai-ket  calculations 

in  London  -  '   10,660-2 

•  Seottrities,  igradual  sale  of  all  irred,eemable  stocks 

and  holding  of  English  portion  in  short  dated 

securities,  loans  against  securities  and  ^old  at 

Bank  of  England  advocated    -         -,     10;545-7, 

10,557-60,  10,596-60^,  10,622-41,  p.  669 

India  Office  :         ; ' 
i  Broker : 

Appointment,, jpining  of  firm  approved  by  Sec- 

■ .   retary  of  State  made   condition  of,  and  no 

disadvantage  from  -  10,515-8 

Payment  not  excessive     ■         :  - 10,512 

Criticism  that  London  iiitere^ts   are   considered 

more  than  Indian  not  fair        .-  - 10,587 

Financial   administi'ation,  work  very  well  done, 

but   takes  longer  than  it  would  in  commercial 

business  -    '  10,582-6 

Lending  by.  Government  in  England: 

Approved. boiTOwevs'. list,. question  9.f  enJaJ'gement, 
all  larg4  firms  believed  to  be  pn       -      10,491-6 
through.  Bank  of  England : 

Bank   might  not  care   to  undertake,  owing   to 

competition  with  their  own  operations 
'  10,511  note 

Best  r,ate  might  not  always  be  got  -    ■  ,  ,-,10,604 
would  Cost  more  than  present  method  10>50,9-11 
awainst  Bank  bills,  with  certain  restrictions,  sug- 
gestion -        ■  10,523-4,  10,531-3,  p.  669 
two  Oases  of  failm-e  to  pay  •         -       10,403-4 
Deposits  with  Banks,  see  that  title  above. 


CURRIE,  Laurence — cmdinued. 
Lending  by  Government  in  England — eontinuud. 
Interest,  rate  sometimes  rather  low,  and  reasons 

10,603 
Period  approved,  and  question  of  extending 

10,609-21 

Securities  other  than  those  registered  at  Bank  of 

England,  no  objection  to,    but  question  from 

point  of  view  of  bank     -         -         -      10,525-30 

System  Satisfactory,  and  no  loss  incurred   -  p.  669 

Up  to  10  millions  always   possible  to  approved 

borrowers        -         -  -         -         '  p.  669 

Lending  BY  Government  in  India: 

from  Balances,  not  desirable      -  10,534-5,  10,595, 

p.  669 

from  Paper  Currency  Reserve,   see  under  Paper 

Currency  Reserve  below. 

Loans,  issue  by  Government  in  England,  none  issued 

in  1913  ,  ...  .        .  10,590 

Loans,  issue  of,  in  India,  possibility  of  increase 

10,605-8 

Paper  Currency  Reserve,  lending  prom,   in 

India  : 

for  About  half  a  year  suggested  10,593-5,10,642-4 

•  possible  Objecti6n  -  10,645-8 

Suggestion  approved       10,534-9,  10,591-2,  p.  669 

Sovereigns,  rupee  coinage  more  suitable  to  India 

10,573-4 

Customs   revenue,  excess   over   estimate,   since   1909, 

Meston  -  ...         9028,  9035-7 

Curzon,  Lord,  minute  re  Gold  Exchange  Fund,  1900, 

Abrahams  -  "         "  P-  121-2 

DALAL,  Dadiba  Merwanjeb         -     11,239-11,424, 

p.  670-687 
Balances:, 

Amalgamation  with  reserves  not  advocated 

p.  679-80 
should  be  AppUed  to  education,  &o.,  and  railway 
'  development  caiTied  out  by  borrowing 

11,360-71,  11,420-4 
in  England: 
Amount : 

1912   -  ...  p;  684 

Four  millibn  advocated  as  maximum    -  p.  684 
Monthly  statement  should  be  published  -  p.  684 
Bank  of  England,  "  export  corners  ''  in  sovereigns 

p.  678 
Central  Bank : 
not  Advocated   -  -  -      • -,p.  685 

Amalgamation  of  Presidency  Banks,  time  not 
ripe  for  -  -         -         -         -p.  685 

Area  diflloulty    -.       -      :  -,       -         -        -  p.  685 
Head  office,  difficulty  -  -        '-  p.  685 

Cheques : 
should  be  Able   to  be  drawn  and  signed   in .  the 

vernacular       ...  ....  p.  g7g 

Increased  use  of,  desirable  and  need  for  education 

of  people.        -     '.',.-        -     .    '  ,  -  p.  677 

Stamp  duty,  abolition  advocated  j._.p.  676 

Council  Bills    and    Telegraphic    Transfers, 

SALE  : 

Estimate    should    separate    drawings    for    tome 

charges,  for    capital   outlay   and    discharge   of 

debts  -  -p.  683 

in  Excess  of  requirements,  objections  to  11,352-9, 

p.  682^ 
Intermediate,  should  be  abolished  -  p.  683 

should  be  Limited  to  budget  estimate,  and  supple- 
mentary estimate  be  issued  in  October  if 
necessary      "   ■  -        '.  .p.  683 

Set  programme  of  amount  of  bills  to  be  allotted 
at  each  sale  should  be  issued  from  tiine  to  time 

p.  683 
of  Telegraphic  transfers  only,  advocated     -  p.  683 
Deposits  with  Banks  in  England,  amount,  1912 

■  p.  684 

Exchange,  mass  of  the  people  have  no  interest  in 

11,317-24 
Economic  development  of  India     -        -         -  p.  670 

Gold  : 

Acceptance  of  bullion  by  Government  at  mint, 
cessation  of,  objection  to  -         -  11,:J:'5 
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ROYAL  COMMISSION   ON   INDIAN   FINANCE   AND   OUllUENCY  : 


DALAL,  Dadiba  Mkrwanjee — continued. 
Gold — continued. 

Consumption  of,  of  principal  countries  in  industrial 

arts,  l:tl]        -  -        -  P-  675 

Demand  foi-,  for  industrial  arts    11.301-6,  p.  674-5 

Exports   in   excess   of   imports,    1878-9,    1892-3, 

1894-5,  and  statistics  -  p.  673 

Impoi-ts  and  exports,  1900-1  to  1911-12     p.  673-4 

Imports,  nature  of,'and  statistics  p.  672 

India's  JTist  share  of  annual  production  of  p.  675-6 

Indian  demand  for,  and  i-eason    -  p.  671 

Methods  of  reducing  demand  for  p.  676-7 

Movements  in  famine  yeara,  1877-8,  1896-7,  1899- 

1900  -  p.  672 

Overland  gold  parcel  post  service  between  India 

and  England,  advocated  -  p.  677 

Pi'ovision  of,  under  Gold  Note  Act,  suggestions 

p.  683 
Transportation  chai-ges  and  reduction  advocated 

p.  677 
Gold  bars,  corners,  1890-7      -         -  p.  762-3 

Gold  Curkency  .- 

Encouragement  advocated  owing  to  ignorance  of 
the  people  11,253-60,  p.  671 

Inci'ease 

Advocated,  and  question  of  effect  on  resei*ve 

11,287-99 

Gold   standard  reserve  will   eventually  become 

unnecessary  11,278,  11,283-5 

Question  of  effect  on  circulation  of  notes  and 

rupees  -  11,408-14 

Gold  Mint  : 

Advocated  11,337,  p.  677-9 

Bullion  for  coinage : 

Gold  from  Indian  mines  anticipated  idtimately 

11,341-3 
Question  of  -  11,344-6,11,351 

estimated  Cost  -  p.  678 

Manivfacture  of  gold  by  Government  of   various 
fineness  for  ornaments,  suggestion   11,401,  p.  678 
Necessity  of  11,347-50,  p.  679 

Obstruction  by  English  Goverament  -  p.  679 

Purchase  and  sale  of  gold,  suggestion   11,395-400, 

11,402-4,  p.  678 

Refineries,  suggestion  re  -  p.  678 

Seignorage  should  not  be  charged  -  p.  679 

Sovereigns    the    better    coin   from   the   Imperial 

point  of  view,  but   10-rupee   coin  better  from 

national  -  11,338 

Standard  of  value  at  present  non-existent  in  India 

would  be  created  -  11,348-50 

10  Rupee  coin,  would  not  compete  seriously  with 

10-rupee  note  11,339-40 

Gold  Standard  Reserve  : 

Amalgamation  with  paper  currency  reserves  and 

balances  not  advocated  p.  679-80 

Amount,  25  millions  advocated     11,279-82,  p.  680 

Gold,  whole  amount  should  be  in  actual  gold,  and 

25  millions  advocated        -  11,277,  p  680 

Location  in  India  advocated  and  i-easons   11,275-7, 

11,310-35,  p.  671-7,  p.  680. 

Main  function  of,  for  exchange  purposes,  but  can 

be    used    for    other    purposes    in    exceptional 

circumstances  11,316-23 

Securities  : 

Liquification  of,  and  suggestion  re         11,415-6. 

p.  680 
Statement  of  investments  should  be  published 
monthly  -         -  -  p.  680 

Subsidiary  Branch  in  India  (Silver) : 

should  be  Closed  11,336 

Transfer  to  paper  currency  reserve  in  exchange 

for  consols  and  gold  advocated    11,415,  p.  680 

Hoards  : 

Gifts  of  gold  ornaments  on  marriage,  practice  of 

11,301-6,  p.  672 
of  Gold,  denial  of  11,300-6,  p.  671-4 

Ornaments  -         -  -  p.  672 

India  Office  : 

Einance  Committee,  constitution,  suggestion 

p.  687 

General  banking  business   should  not  be  carried 

on  by      -        -         -        r         -         -         -  p.  684 


DALAL,  Dadiba  Meewanjee — continued. 

Industrial  debentures,  free  use  of,  hindered  by  stamp 

duties         -  -  -  p.  676 

Lending  by  Government  in  England,  amount,  1912, 

p.  684 

Loans,  issue  of,  by  Government  in   India,  increase 

possible  under  certain  conditions  11,372-3 

Memorandum  adhered  to  11,241-3 

Notes  : 

Active  circulation,  no  great  proportionate  increase 

11,271 
should   be   made   Bullion    certificates    pure    and 
simple  11,261-6,  p.  671,  p.  676,  p.  681 

Circulation : 

Amount-  -         -         -  p.  671 

Encouragement  advocated  and  notes  should  be 
based  on  metallic  reserves  and  discounts 

11,266-8, 11,272-4. 

Question  of  effect  of  increased   circulation  of 

gold  11,408-14 

Encashment,  further  facilities  necessary    p.  681-2 

Paper  Ciirrency  Reserve  : 
Amalgamation   with    gold   standard   reserve   and 
balances  not  advocated  -  p.  679-81 

Gold,  transfer  to  India  advocated  -  p,  682 

Investments  should  be  liquified  -  p.  681-2 

Location  in  India  advocated       11,275-7, 11,307-9, 

p.  671 

no  Portion  should  bo  invested   till    people   more 

advanced  11,272-4 

Presidency  Banks,  Branches  : 

Increase  advocated  11,376,  p.  676 

People   should   be   permitted   to   draw   and    sign 
cheques  in  vemacidar  -         -  p.  676 

Railways,  loans  should  be  raised  for  purpose  of, 

11,360-71,  11,418-24 
Reserve  Treasuries  : 

A.bolition,  and  placing  of  all  surpluses  with  Presi- 
dency Banks  advocated  -  11,374-8,  p.  685 
Balances  in,  statistics          -  .         .  p.  684 
Criticism  of  system                       -         -        p.  684-5 

Rupees : 

Circulation : 

Amount  -  .  p.  671 

Excessive  -  -     11,244-52 

Question   of   effect  of  increased   circulation  of 
.  gold  -         -  11,408-14 

Coinage : 

Cost  .  p.  678 

Further,  should  lie  avoided  as  far  as  possible 

11,244,  p.  671 

Coinage  and  minting,  profits,  1900-1  to  1912-13 

P-  t>73 
Savings  Banks,  Government  liabilities  11,314-5 

Silver  : 
Duty: 

Re-export,  part  of  duty  only  repaid       11,386-8, 

p.  676 
Unfairness  of,  and  abolition  advocated      p.  676, 

p.  686 
Establishment  of  warehouses  in  Bombay  and  issue 
of  warrants  for  each  bar  imported,  advocated 

p.  676 
Purchase  of,  for  coinage : 

in  Bombay,  advocated     -  .  p.  686 

Procedure  advocated  -  .  p.  686 

Procedure  and  monopoly  p.  685-6 

Regular  purchases  advocated  -         -  p.  686 

SOVBEBCGNS: 

Circulation,  estimated  amount      11,379-80,  p.  671 

Exported  from  England  not  full  weight      -  p.  678 

Imports  and  exports,  1900-1  to  1911-12    p.  673-4 

Light  weight,  cost  of  remittances  to  England,  and 

cost  would  be  avoided  by  establishment  of  Gold 

Mint  -         - 11,389-94,  p.  678 

Stock  Exchanges,  opening  of,  advocated  -  p.  676 

Taxation,  over-taxation   owing   to  sales  of  bills  in 

excess  of  requirements  p.  682-3 

Trade : 
Development                                 .  .  p.  670 

Excess  of  exports   over  imports  from  1898-9  to 
1912-13 p.  671 
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DAVID,   SiE  Sassoon,  Bart.,  Millowner,  Bombay 

p.  715-7 
Balances,  in  England  : 

5-7  millions  advocated  -  p.  715 

2  millions  at*least  should  be  kept  with  Bank  of 

England  in  current  account,  and  remainder  lent 

for   short  periods   on  securities,  preferably  to 

Indian  exchange  banks   -  -  p.  715 

Central  bank,  no  opinion  to  be  expressed  at  present 

p.  716 
Council  Bills,  Sales  ; 

Bi-weekly,  suggestion  -  p.  716 

of  Budgetted  amount  only,  advocated  p.  716 

Gold  Mint': 

Bullion,  sufficiency  not  contemplated  -  p.  716 

Desirable,   to  bring  India  into  line  with   other 

civilised  nations  -  p.  716 
no  Inconvenience  from  want  of,  and  not  anticipated 

for  some  years                             -  -  p.  716 

Sovereigns  only,  should  be  coined  -  p.  716 

Gold  Standard  Rbsbbve  : 

Amount,  no  limit  advocated        -  -  p.  716 

Form,   lialf   in    India   in  sovereigns   and   half   in 

Loudon,  advocated p.  716 

Lending   of   London   portion,    for   short   periods, 
advocated,  instead  of  locking  vip  in  securities 

p.  716 
Lending  by  Government  in  India,  against  securities^ 
when  Bank  rate  over  5  per  cent.,  suggestion 

p.  715 

Notes,  gold  currency  notes  advocated  p.  716 

Paper  Currency  Reserve,  whole  amount  of  metallic 

reserves,  except  10  per  cent,   of  total  note  issue 

should  be  in  India  in  rupees  Eind  sovereigns  p.  716 

Presidency  banks.  Government  deposits,  continuance 

of  system  advocated  -  p.  715 

SiLVEB,    PUKCHASE    OF,    FOR   COINAGE  : 

Programme  should  be  settled  in  advance  and  form 
part  of  budgetted  amount  of  drawings  -  p.  716 
by  Public  tender  in  London,  advocated  -  p.  716 
Sovereigns,  should  be  declared  available  in  exchange 
for  rupees  when  sufficient  gold  in  circulation  and 
in  reserves,  &o.  -  p.  716 

.Dawkins,  Sir  Clinton: 

Quoted  re  loans  from  paper  currency  reserve,  Howard 

p.  590 

Speech  re   relaxing    of    restrictions   on   Presidency 

Banks,  1899,  Abrahams  p.  358-61 

Debt: 

see  also  Loans,  issue  of,  by  Government. 

Amount  of,  Wehh  -  -         ■      5395-401 

Annual  rates  of  charge  made  by  Banks  of  England 

and  Ireland  for  issue  and  management  of,  Badoclc 

p.  331 
Discharge  of : 

Disbursements  on,  1907-8  to  1913-4,  Abrahams 

p.  67-73 

Explanation  of  policy  re,  Abrahams  27-8,  124 

Expenditure    on    debt    services,    1909-10  to   1913, 

Abrahams  -         -  -  _  p.  81 

Management  by  Central  Bank  advocated,  Dunbar 

Tempobaet : 

Holding  of  balances  to  meet  maturing  obligations, 
Abrahams  ■   76,  p.  65-6 

Maturing  obligations,  1911-12  to  1918-19      p.  65 
Reduction  of  expenditure  on  discharge  of,  antici- 
pated disadvantages,  Abrahams  p.  17-8 

Unfunded: 

Explanation,  Abrahams       -  1'-° 

Receipts,  1907-8  to  1913-14,  Abrahams  p.  67-73 

Unproductive,  insignificance  of,  Beed  -  p.  666 

Delhi: 

Location  of  Central  Boai-d  of  Central  Bank  at,  see 

under  Central  Bank, 
new  Capital,  lapses  on  expenditure,  1911-3,  Meston 

90o7 


Deposits  and  Advances: 

Explanation,  Abrahams  •         ■  20-1 

Receipts,  1907-8  to  1913-4,  Abrahams  -        p.  67-73 


Deposits  with  Banks  in  England: 
Amount,  1912,  Dalai      -        -  p.  684 

Applications  for,  by  banks,  objection  to,  Schuster 

11,238 
Banks  represented  on  Council  not  in  better  position 
to    obtain    deposits,    Badoclc,   2011-2 ;    Inchcape, 
10,707-11, 10,927-34. 

Interest  realised  from  : 

Best  possible  rates  obtained,  Inchca.pa       -  10,701, 

10,707-n 
Gross  and  net  amounts  of,  and  broker's  commis- 
sion, 1893-4  to  1912-3,  Badoch        ■        -  p.  318 
considered  Satisfactory,  Schuster       -         -    11,006 
List  of  banks  and  amounts  deposited,  1912,  Webb 

p.  552 

Making  of,  by  India  Office,  on  some  such  principle  as 

the  sale  of  Council  bills,  suggestion.  Smith   p.  617 

Method  of  selecting  banks,  Badock  1906-8 

Names  of  banks,  Badock        -        ■  1967-71 

Objected  to,  Pandya  -         -  p.  635 

not  Objected  to,  and  continuance  advocated,  McLeod, 

p.  597  ;  (Bengal  Chamber  of  Commerce)  p.  604, 607 

Objections  to,  owing  to  lack  of  security  and  possible 

difficulty  of  choosing  between  banks,  Gurrie 

10,600-7 
Particulars  re,  Abrahams,  52,  p.  8  ;  Badock,  p.  312. 
Period,  system  of  fixing,  and  question  of  extension, 
Inchcape  -         -  -         -       10,712-3 

Principle  objected  to,  Webb  5058-60,  p.  552 

Procedure    re    placing,    Scott,    2201-74;    Inchcape, 
10,691-711,  10,744,   10,924-6;    Schuster,   10,998- 
11,002. 
Purchase  of  bank  bills  through  Bank  of  England  in 
lieu  of,  objection  to  proposal,  Schuster  -    11,090-1 
Range  of  competition  might  be  widened,  Smith 

8591-2,  p.  617 
Reason  for,  Inchcape  -  10,689-90 

Refusal  of  London  City  and  Midland  Bank  to  renew, 
Inchcape     -  10,744-5 

Reply  to  criticism,  Hamilton  -  p.  518 

no   Security   received,   and   explanation,  Abrahams, 
130,  197-201 ;  Badock,  1938-45,  1972-3. 

WITHOUT  Security  : 

Approved,  and  equally  good  terms  would  not  have 
been  obtained  otherwise,  Le  Marchant     7839-46 
Explanation  of,  when  exchange  banks  on  approved 
borrowers'  list  do  give  security,  Schuster 

11,217-20 
Joint  Stock  Banks  do  not  usually  give  security  for 
any  deposits,  Inchcape     -         •  10,71 7-8 

Securities  would  not  have  been  obtained,  Schuster 

11,007-8 

Security  should  be  taken,  CoZe        -  3424-5 

Statement  submitted  weekly  to  Pinance  Committee, 

Inchcape    •  .  ■    .         .  10,690 

Statement    showing   transactions   for   each   day   in 

1912-13,  Badock  319-27 

a  Temporary  expedient,  Badock         1909-11,  1944-5 

as  Temporary  expedient  justifiable,  but  establishment 

as  part  of  regular  practice  not  desirable,  Gurrie 

10,497-502,  p.  669 

was  a  Temporary  measure  only,  but  door  should  not 

be  shut  to,  in  future,  Schuster  11,094 

Two  members  of  Council  connected  with  banks,  and 

possibility  of  hostile  criticism  was  fully  considered, 

Badock       -  ■        1946-50 

Use  of  money  by  banks,  Schuster  11,002-3 

Dickson,  George,  minute  re  proposed  amalgamation  of 

Presidency  Banks,  Abrahams  -  p.  369-75 

Disbursements,  proportion  made  in  England,  and  met 

fi'om  proceeds  of  loans  raised  in  England,  Abrahams 

p.  11 
District  Treasmies,  see  under  Treasuries. 
Duke,  Sir  "William,  Speech  of,  5th  March  1913,  quoted, 
Hamilton  ■  p.  619-20 

DUNBAR.  L.  G.,  Secretary  and  Treasurer,  Bank  of 

Bengal       -  7854-8121,  p.  596 

Balances,  policy  approve        -         -        -  7866-7 
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HOYAL   COMMISSION    ON   INDIAN    FINANCE   AND   CURRENCY  : 


DUNBAR,  L.  G.— continued. 
Bank  katk  in  India: 

!'  per  cent,  only  in  1906  and  1908  for  a  few  weeks 

7874 

Number  of  borrowers,  broadly  speaking,  dependent 

on  trade  not  on  7992-8,  9003-4 

Banking,   tendency   towards   concentration   in  sea- 

ppits  ■  .'        .        .    7949,8053 

B|}NGAL,  Bank  of  : 

Assistance  of  co-operative  societies    -        -     7965 
Branches,  no  difficulty  in  dealing  with  people  of 
different  interests  over  wideai-eas,  &c.      7952-4 
Deposits : 

More  money  obtained  than  can  be  used'  8087-91. 

8111-2 

Rate  of  interest,  and  reduction  as   too   much 

•obtained  -         -■       -7950-1,7984-90 

Discountingof  bills  at  branches  8050-1 

Issue  of  Government  paper  liy  7966-7 

Central  or  State  Bank  : 

Advantages  to  be  derived,  7945-6,  8027-32, 

8113-6 
Amalgamation  of  Presidency  Banks,  advocated 

'  7960,  81l7.  p.  596 

Area,  uo  difficulty  anticipated  -  -,  7952-5 
Attitude  of  Bank  of  Bengal  re'  ^  8023-5,  8062 
Bank  of  Bengal  prepared  to  formulate  scheme 

,'    '       :  p.  596 

Capital,    5   million   pounds,   paid   up,    shovild   be 
maximum  7930-1,  p.  596 

,      Central  Board : 

no  Difficulty  anticipated  ce  directors       8039-49 

Location,  Calcutta,  a  sine  qua  non  7936-41, 

•        ,      c      -  7959^8054-60 

no  Enthusiasm  abou.t,  in  India  -  8026 

iVnptipn?  %.  . 

Advocated : 

Bankers  to  Government,  and  all  Government 
balances  should  be  handed  over  to      -  7925, 
M-    ..    (     ,.  ,,.  7932-3,  796,1,-2,,  8115 

;,    lijCsjiagemerit  of  note  issue  -         '   7926,  8115 
Management  of  public,  debt       ,-  8115 

".Purchase  of  sterling  bills  to  certain  extent 
but  not  general  exchange  business     7928-9 
Issue  of  (Government  paper,  question  of    7966-7 
Ooverament   should   be  strongly  represented   on 
board  of  directors  -  V         7934,7968-9 

Government  balances,  weekly  statement  would  be 
issued  -  -      .  r     .  8066-9 

Government  control  and  responsibility,  question 
..as.toejcteut       ,     .-.,,,-         ■     ,7942-4,8070-2 
some  Government  Treasuries  would  still ,  have  to 
be  ma^iutained     ■  ,,,-  ,  ...  i  ,  ,.   7947-8 

Local  boards,  necessary  -     7935 

. London  .office  shojild  be  established  >    7927,  8115 
Notes  could  be  better  pushed  by,  than  by  .Govern- 
ment   ,  -   .     -  i      -     .,   -         .     ,'    -,        8006-8 
.    Rates  of  Interest  in  India  would  be  decreased  7932 
Cun'ency,  import  would  be  unnecessary  if  funds  not 
i  .locked  u,p  ;by  Goverament  -        •  8107-8 

CuiTcncy  Offices,  people  prefer  to  deal  with  bapk 

7906-7 

Exchange,  gold  in  circulation  and  hoards  would  not 

support,  in  time  of  crisis    -'  ^  7920-1 

Exchange  Banks:  .•.  .■ 

Business  of  -        -  8094-3 

Engaging  in  local  business  7957-8 

Head  offices  shouid  be  in  India  -        -  8104-6 

Gold,  large  amount,  not  in  circulation,  but  in  form  of 

omainents  -  -         -  7896-7 

Gold  cUiHiency  : 

no  Demand  for,  known        ...  7917 

'Encouragement  by  Government  at  Lahore,  Agx-a 

and  Delhi       -        .  7908-16,8019-22 

not    Required    and    considered    n    wasteful   and 

'  expensive  luxury    -  7895,  7918-9 

GOLD  Standard  Reserve: 

Form : 

Gold,,  about  5  millions  advocated  7878-86,  7891 
■.  Securities,  desirable,  so  as  nbt  to  have  inoney 
•     '  lying  idle  -'       7887-96 

Lo,cation,  in  London,  advocated  -         -   ,     -   .  7876 
Subsidiary 'branch  in  India  (silver),  no  objection  to 

7892-4 


DUNBAR,   L.   G.—coiitinwd. 
Lbitdino  by  Government 'iN' India: 
to  Approved  banks : 

Advocated  7861-4 

Security,  suggestion      7865-H.  7SH1I-71.  7970-4 

'  DistributiDn,  question  -         -  8080-2 

at  4  per  ceilt.  advocated,  and  Bank  i-ate  would 

never  rise  above  6  per  cent.  '7867-8,  7871, 

7984-6,  7999-8002.  8005,  8083-6 

]    p61'  cent,   below  bank  rate.   Bank  of  Bengal 

would  refuse,  as  unremunerative      7872-3,  8016 

Loans,  issue  of,  in  India,  issue  of  local   Treasury 

bills  would  be  possible        -         -  .7963-4 

Notes  : 

no  Currency  office  at  Djicca,  and  notes  consequently 

little  used  in  Eastern  Bengal  -  8009-15 

Enciishment,  difficulty      '•  -         -  -     7900 

Encoui"agement  by  Government  advocated      7918 
Government   could   encoirage,   by  opening  more 

offices  -         -         7905,  8012-4 

Increased  use  desired.  an(J  steps  taken  by  Bank  of 

Bengal  to  encourage ,    ,  -  7903—4 

Increased  use  of,  arid'  i-easoii  -  7901-2 

Presidency  Baitrs  : 

Access  to  London  market,  unnecessary     8109-10, 

8121 

Borrowing,  no  resort  outside  India,  according  to 

strict  letter  of  charter,  but  possible    8094,  8103 

Government  work,  expense  of,  ahd  loss  on  '7922-4 

Loans  byj  natiire  of  securities    -    '  '  -  7973-8 

Paper  cun-ency  and  balances   could   perhaps   be 

made  over  to,  separately,  but  wtould  be  difficult 

■  8118-20 

Relations  between,'  friendly  -     8117 

Reserve  Treasitbibs  :      ■ 

Amount  in,  should  be  made  available  for  loans  to 

Presidency  banks  or  selected  bankers  7861 

Sums  in,  considered  in  India  to  be  unduly,  lai'ge 

■-     ■  7858-60 

Sovereigns,  buyer  of  giuin  prefers,  but  seller  prefers 

rupees        -         -        -         -        ...  ■  ■      7898-9 

Treasuries,  up  country,  economically  woi-ked  7979-83 

Eastern  Bengal,   little  silver  cilrt-enCy  until  recently, 

Meston  -  ...     9260 

Economic  development  of  India,  Balal  -  p.  670 

Economic,   social,  and  political  changes '  in  India,  and 

consequent  need  for  change  of  system  of  financial 

administration,  Beed  '9889-90,  p.  662-6 

Education,  primary,  if   free  all  over  India   and   com. 

pulsory  in   some   towns  currency  difficulties.;  would 

be  easier  for  Government,  Ghunilal  p.  764 

Educational  grants,  explanation  of  under.expen^itvu'e, 

and  justification  for,  Meston  9033.,  9204-7 

Egypt,  purchase  of  sovereigns  in  transit  from,  against 

transfers,  see  uuder  Council  Bills  and  Telegraphic 

Transfers. 

England,  small  silver  notes,  question  of,  Frcwen 

,  9580-1 
Exchange; 

not  Affected  actually  by  amount  of  silver  token  coin 
in  circulation,  Abrahams     ■         -         -  1274-7 

Business: 

by   Central    Bank,    see    under    Functions    under 

Central  or  State  Bank, 
very  Well  done  by  Indian  Government,  Cole   3384 
Continuous    support    of,    by    Government  at    fixed 
"     point  of  Is.  4cJ..  desired,  ifdftier  -        6338-43 

Crisis  ; 

Gold  in  circulation  -will  not  be  useful  for  purposes 

of  exports,  C/i«)i,('Zn^      '   -  .  p.  764 

India  should  be  prepared  to  "carry  its  ovra  burden 

in  time  of,  Cole        -         -         .         .    3406,  3416 

Issue  of  gold  in  : 

to  All  applicants,  not  desirable,  Abralmms  11,516 

no  Distinction  shpuld  be  made  between  issues 

for  circulation  and  for  remittances,  Bhupendra 

Nath  Mitra  .         .        4844-52 

to  Exporters,  objection  to,  Abrahams       -  il,517 

Free  issue  in  'India  a  -valuaible  supplement  to 

sale  of  sterling  bills  on  Lohdoi^,  Umnard 

'"  "  8218^9,  8302,  p.  586 
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Exchange — continued.   .     :.,'■■.  i,,i;i     ■ 

G'RisiS'^-eontinioed. 

Issue  of  gold  in— ^continued.  -'    "- 

Free  use  of  gold  advocated,  Mentov,,-  9080 
9083-4,*&087-91 ;  Hm-rhnn,  10,210^.51 ;  Udi- 
cape,  10,763,- 10,80«--7  ;  SUhuater',-  ll,ii27-31 ; 
Abrahams,  11,514-5.  '- 

in  India : 

Doubt  as  to  etfect  of,  Schuster     -       11,208-9 
should  be  Stopped,  ffujifer  -         6448-9,6452 
for    Internal    pui-poses,    suggested    policy    re, 
Abrahams  11,540-5 

Release  of  gold  first  from  paper  currency 
i-esei-ve,  and  then  realisation  of  securities  in 
gold  standard  reserve,  advocated.  Hunter 

6443-9 
Release   of    gold   in  London  would    be  more 
effective  than  in  India,  Jfesio??,  '  9082 

Sovereigns   should    be   issued  freely   until   ex- 
hausted, and  then  securities  sold,  Inchcape 
'   ;       10,764-6,  10,769-73,  10,778-9,  10,799 
Sovereigns  in   reserve  in  London  more   useful 
than  sovereigns  in  cii-culation  in  India,  Meston 

"         ,     9141 

Shipment  of  gold  home  and  sale  of  bills  against 

it  advocated  and  suggested  policy  re,  Abrahams, 

11,516-9,  11,539 
Crisis,  of  ,1907-8: 

Buying   of    foreign   imports ,  a    more    importa,nt 
factor  now,  Abrahams  -         •  748-53 

possible  Effect  of  difficulties  among  exchange  banks 
in  a  future  crisis,  Abrahams,  754-5 

Exceptional  severity  of,  Ufcra/iams       ,   -597-602, 
747-8,  p,  ,105,  p.  106,  p.  107,  p.  108 
as    Guide   to   amount   of   gold   required   in   gold 
,  standard    resei-ve,    see    under    ,^^mount    under 
,  Gold  ,uM.(£er  Qpld  Standard  Resery,^, 
Issue  of  gold : 
Account    of    proceedings  re,   Meston,   9085-6 ; 
Harrison,  10,209, 10,232-7  ■,Inchcape,  10,758-9, 
10,762. 
Action  of  Government  criticised,  Fraser,  2940 ; 
Webb,  5762,  S912-6. 

for  Exportation : 

Explanation  of  proceedings,  Abrahams  838-42 

Telegrams   between   Secretary  of  State  and 

Viceroy,  Abrahams  ■         -  p.  164-5 

Hesitation    owing    to    crisis     being    the    first, 

Schuster       ,        -  -         -       11,132-5 

Resoiu'ces   should  have   been  iised  fi-eely  and 

'  '     without  delay,  iieed,  9963,-6, 10,054  ;  JTawisow, 

10,209-11. 

not    Successful  ,  in     supporting    exchange,    Le 

Mdrcliant   '  -         ■         -      . .  -        ,-         7633-5 

Question  of,  as  severest  strain  possible,  Inehcape 

10,767-8 

Sale  of  sterling  drafts  on  London  at  earlier  date 

would  have  created  a  better  feeling,  Le  Marchant 

- ■     ■  7725-6 

should  "not  be  Taken  as  example  of  severest  strain 

probable,  Barrow,  3274 ;'  Siinddra  Iyer,  8920-6, 

8933 ;  Meston:,  9077  ;  Schuster,  11,227. 

EfEect  on,  of  issue  of  loans  by  Govemment,  question 

oi,  Hamilton  -         ■  2423-9 

Fall  in  : 

Additional  taxation    imposed    1885-95    to  meet 

'  burdens  owing  to,  Newmarch  -       p.  225,  p.  226 

Drawing  on  central  reserve  the  simplest  method 

in  case  of,  Harrison  -        10,212,  10,215,  10,220, 

10,245,  10,442-3 
Effect  of,  in  times  of  scar6ity  or  famine,  Frewen 

9519  (p.  30,  p.  32) 
Increase  in  burden  of  home  chstraes;  Neu-march 

p.  22.J 
Question  as  to  possibility  of,  and  extent,  Abrahams 

1044 

Realisation  of  Treasury  bills  to  meet,  actual  gold 
not  necessary,  payments  can  be  made  in  banker's 
inowey,  Abrahams   -  -.     .r       ^^^' 

Undertaking  by  Government  in  case  of,  to  sell 
exchange  on  London  at  fixed  price,  question  of. 
Abraluims        -  l(l-l-> 


Exchange — continued.  I  ■ , 

Fixing  of,  at  Is.  4d. :         ,    :  , 
Benefits  irova, Newmarch,  1408,  p.  225-6  j  McBobert, 
4004-5,  p.  548  ;.  McLeod,  6996-7,  p.  602  ;  Howard, 
8203-4,  p.  582-3 ;  Smith,  8526,  p.  615. 
Burdens  on  exfchequer  limited  and  more  seriods 
uncertainties  in  budgeting  removed;  l^ewmarch 

/■■'..   .'       ■  ■   '•,  ,  ,'       ■'     P-  255 

Effect  on  trade  with  othel-  countries,  Newmarch 

1397^01,  1431,  p.  289-93 

Gold  currency  not  necessary  to  maintain  parity  of, 
Abrahams    '         -,        -  1036-7 

Gold  in  cieculation  as  support  of  : 

Effect  not  material  and  gold  in  reserves  of  more 

value,  Abrahams,  718,   722-3,  1123,  1127,  1133, 

.     1152-3, 1270-3, 1305 ;  Tomney,  2619-20 ;  Barrow, 

3024,    3271-3;   Boss,    3767;   Hunter,    6450-3, 

6970-2;    McLeod,    7027-9;    Beid,   7386-8;  Le 

.  Marchant,  7646, 7652-5,  7764-5 ;  Dunbar, 5920-1 ; 

Howard,  8211-7  ;  Smith,  8553-6  ;,  Sundara  Iyer, 

8942,  896(1-9004. 

Gold   in  circulation   had    little   effect   on    crisis 

■1907-8   aoad  1908-9,   but   question   of   jf  more 

widely  in  circulation,  NewmQ/rch..,  1704-26 

Gold  in  resei've  more  useful,  Currie .  -        10,576-8 

Question  of,  Beed      9985-6,  10,074-81,  10,127-30, 

10,150 

Value  of,    CoU,   3396-402,   3479-86;    McBobert, 

4009-13;    Webb,    5713-26,   574;9-51,    5759-68, 

5909-17,  6127-40 :  Harrison,  10,408-22,  10,455- 

74  ;  Ghunilal,  p.  764. 

, .  Gold  in  circulation  and  in  hoards  might  at  future 

time  assist  in  support  of,  Meston  9092,  9121,  9171 

Gold  in  hoards  would  not   give  svipport  in   crisis, 

Barrow,  3075  ;  Dunbar,  7920-1. 
Gold  issued   in   India   in   times   of   difficulty    does 
support,  Bhwpendra  Naih  Mitra        '  -       4659-63, 

'    ;"■  4765-81 

Maintained  when  kept  within  gold  points,  Abrahams 
'■■■""'  '  '      ■  954 

Maintenance  of,  At  Is.  4-d.  ■        '    ' 

Announcement   by  Government  of  responsibility 

for,  question  of,  Schuster  11,128-31,  11,136 

not   Guaranteed,   and   guarantee   not   advocated, 

Abra,hams  844-50,854-5 

Importance  of,  Abrahams  -         -  693-4 

Obligation   recognised    at    present    by    Secretary 

of    State,   and   question   of    giving   guarantee, 

Newmarch      -         -  -     '    -  1451-8 

Mass  of  the  people  have  no  interest  in,  Dalai 

11,317-24 

Movements    in   India    take    place   in  response    to 

activities  of  Secrelaiy  of  State,  and  comparison 

with  other  countries,  ITefel)  -        5416-28 

Obligation  by.(jovernment  of  India  to  snppgrt,  at 

minimum    rate,    statutoiy    obUgMloh  '  would    be 

objected  to,  Meston     -  -  9446-9 

Parity  of,  with  gold-using .  countries '  and  between 

■rupees  and  sovereigns  in  lioAisb,'  Abrahams        1113 

People  afraid  to  invest  in  India  owing  to  doubt  as 

'-   to -stability  of,  Webb  -  -     6109 

Possibility  of    supporting,   by   system    of    resei-ve, 

■    ^  Mestcm,  9389-99 ;  Harrison,  10;432-6. 

Procediu-e   for   building   up^  sterling   resources  for 

support  of,  correspondence  between  Government 

.    of  India  and  Secretary  of  State  re,  1909-10,  1912, 

Abrahams  p.  184-5,  p.  186-8,.  p.  195-200 

jiATE   OF  : 

Increase  above  Is.  4d.,  exports  curtailed  and  gold 

standard  reserve  weakened,  Hamilton         p.  527 

Making  of,  by  Seci-etary  of  State,  and  competitors 

undersold,  Webb  .        -  5627-38 

I   Question  as  to  connection  of  demand  for  Council 

bills  with  price  offered,  Tvoin^y  and  Fra.-<er 

2628-47 
September  1907  to  December  1908,  Abrahams 

, ,    .  ,  p.  103 

Steady  and  high,  dependence  of  trade  on,  Frewen 

9619  (p.  30) 
Regulation,  unusual  responsibility  taken  by  Govern- 
ment re,  Newmarch  -  1371-3 
Rise  above  gold  point,   importance  of   preventing, 
Newmiirrh                      -                   -            1376,  p.  222 
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Exchange — eontirmed. 

Risk  of  large  amount  of  rupees  in  circulation  at  time 
of  crisis  and  advantages  of  increase  gold  currency 
instead,  Bhiipend/ra  Nath  Mitra  -  4679-87 

.     Undertaking     by     Secretary    of     State    to 

PROTECT : 

Advocated,  but   Secretary    of    State    practically 

boiuid  now,  Toomey  and  Fraser       2759,  2936-42 

within  Certain  prescribed   IJmits,   question  as  to 

possibility,  Abrahams  1090-4 

Value,  dependence  on  balance  of  international  trade 

and  international  indebtedness,  Abrahams  -  662-4, 

718-9, 1275-6 
Exchange  Banks: 

Antagonism  between  Presidency  banks  and, 
Harrison  -  - 10,333 

Assistance  by  Govemment,  telegrams  between 
Viceroy  and  Secretary  of  State,  1906,  Abrahams 

p.  148-9 
Business  of,  Abrahams,  248  ;  Bwnbar  8094-8 

in  Case  of  crisis  would  take  telegraphic  transfers  and 
ship  sovereigns  to  India,  Fraser  and  Toomey 

2083-90 

Competition    with    Presidency    Banks    to  .  certain 

extent,  Toomey  and  Fraser  2654-8,  2970-2 

Deposits,  1901,  1910,  Smith  -  p.  614 

Deputation    to    Government    of    India,    De- 
cember 1899,  BY  Indian  Offices  of  : 
Particulars         -  p.  407 

Repudiation    of     connection    with,    Toomey    and 
Fraser  2648-53 

Despatch  from  Secretary  of  State,  March  1900, 
acknowledging  receipt  of  memorial  from,  Abrahams 

p.  422 

Duty   of    laying   down    gold    at   destination   when 

exported  for  payment  of  balance  of  ti-ade  might  be 

left  to,  Pandya  p.  639 

Engaging  in  local  business,  Dunbar  7957-8 

Exchange  in  India,  protest   against  withdrawal  of 

facilities  without  notice,  1900,  Newmarch 

1369,  p.  221-2 
Export  of  gold  from  India,  Fraser  and  Toomey 

2706-8,  2036-7 

Exports  of  uncoined  gold  to  India,  Toomey     2697-8 

Government  approached  by  local  branches,  1907,  for 

loans,  but  Council  bills  preferred  by  head  offices, 

Bhupendra  Nath  Mitra       -  4586 

Head  offices  should  be  in  India,  Dunbar  8104-6 

Import  of  half  sovereigns  by,  but  coins  not  popular, 

Abrahams  1286-9 

Indian  deposits,  increase,  Toomey  ■  2860-7 

Intei-ests  not  confined  to  India,  Howard  8180-3 

Letter    of   Govemment    of    India,    Pebru^ary    1900, 

forwarding  protest  against  Central  Bank  carrying 

Out  exchange  biisiness  p.  407-9 

Loans  to: 

not  Desired,  Toomey  -  2944-7 

no  Objection  to,  Howard  -      p.  579-80 

Question  of,  Abrahams  258-68 

Statistics,  &c.,  Abrahams    •  250-60,  450-1 

Memorial  of,  re  proposed  Central  Bank,  February 
1900,  Abrahams  -  p.  409-13 

OfEer  of  loan  to  railways  by.  and  refusal,  Fraser 

2954 

Position  of,  Abrahams  p.  6 

PtTBLICATION   OF   ACCOUNTS: 

Distinguishing    Indian   deposits   and    cash    from 

outside  Indian,  no  objection  to,  if  other  banks 

agreed,  Toomey  and  Fraser      -  2924-7 

Distinguishing  between  fixed  deposits  and  deposits 

on  current  account,  no  objection  to,  if  all  the 

banks  agreed,  Fraser  and  Toomey  2928-33 

Publication   of   average   balance   sheets   of    Indian 

business,  question  of,  Fraser        -  2934-5 

Rates  for  sterling  bills  based  on  London  rate.  Hunter 

6615-21 
Relations  with  Central  Bank,  question  of,  Fraser 

2916-20 

Relations  with  Presidency  Banks,  Toomey  and  Fraser, 

2875-7, 2913-5  ;  Hunter,  6633-4  ;  Smith,  8778-82  ; 

Medoii,  9303. 

Reiiresentation     on    Board    of    Presidency    Banks 

suggested.  Hiiniilto'it  ■        p.  526.  p.  528 


Exchange  Banks— cowtmaed. 

Request    by,  for   issue  of  transfers,  1907,   refusal, 

telegrams  between  Viceroy  and  Secretary  of  State, 

Abrahams         •  -  P-  164 

no  Restrictions  on,  McBobert  ■  4262-3 

State  bank  would  adversely  affect,  Pandya     ■  p.  643 

State  bank  would  not  unreasonably  interfere  with 

interests  of,  Abrahams        •  -  11,561 

Undertaking    of    deposit    banking    by,    advocated. 

Harrison  •  - 10,333 

Work  well  done,  Incheape  10,862 

Exports,  see  under  Trade. 

Famine,  increased  resistance  of   people  to  shock   of, 

Beed  ■        -  10,039-40,  p.  665-6 

Famine     Insurance     Fund,     correspondence    between 

Govemment  of  India  and  Secretary  of  State  referred 

to,  1901-4,  Bhupendra  Nath  Mitra  4311 

Finance  .Committee,,  see  under  India  Office. 

Finance  Department  in  India: 

should  be  More  in  touch  with  trade  and  commerce, 
and  posts  thrown  open  to  men  trained  in  banking. 
Forrest  _  -  p.  (199 

System  of  appointing  meai  not  qualified  in  special 
duties  criticised,  Beid  •  -  p.  572 

Secretary,  position  of,  Fleetwood- Wilson         11,452-4 

Finance  Minister  in  India : 

free  Demi-official  and  unofficial  communication  with 
Finance  Department  in  England,  but  official 
recognition  of,  impossible,  Abrahams        11,686-93 

Difficulty  of  position  owing  to  his  having  no  recog- 
nised channel  of  demi-official  communication  with 
India  Office,  and  suggested  improvement,  i''Zeeiwooti- 
Wihon       11,449-56,  11,464,  11,467-72,  11,474-93 

Free  to  correspond  privately  with  anyone  in  India 
Office,  Holderness  -  -  11,766 

Position  as  regards  issue  of  loans  in  England,  &c., 
Fleetwood-Wilson  11.459-64 

Unofficial  correspondence  with  some  official  in  India 
Office  possible,  Holderness  11,767-8 

Financial  Administration : 

see    also    Finance    Department    in   India,    Finance 

Minister  in  India,  and  India  Office. 
Growth  of   criticism   in   India   and  importance   of. 

Fie dwood- Wilson  11,458;  Holde)-ness,  11,763-4:. 
Transfer  of   more   control  to    Governor- General    in 

Council  advocated,  Beed  9890-5,  10,004-5 

Work  very  well  done  in  England  but  takes  longer 

than  it  would  in  commercial  business,  Currie 

10,582-6 
Financial  year,  see  Budget  year. 

FLEETWOOD  WILSON,  Sir  Guy  D.  A.,  see  Wilson. 

FORREST.  L.  R.  Windham  :  p.  698-700 

Balances,  high,  cautious  policy  of  Government 
justified  -  -  p.  698 

Central  Bane  : 

Directors,  difficulty  re  -         -  -  p.  699 

Exchange  business  not  advocated  -  p.  699 

must  be  Indian  institution  and  not  under  influence 
of  London  financier  -         -  p.  698 

no  Necessity  seen  for  -  p.  698-9 

Council   Bills   and    Telegraphic    Transfers, 

Sale  : 
Advantages  .  p.  699 

in  Excess  of  requirements,  approved  as  long  as 

exchange  near  Is.  id.  -  p.  699 

against  Rupees  or  notes  in  paper  currency  reserve 

approved  -         -  .p.  699 

Finance  and  Currency  Departments  should  be  more 

in  touch  with  trade  and  commerce.  :i,nd  posts  thrown 

open  to  men  trained  in  banking  -  p.  699 

Gold  Mint: 

Bullion,  gold  from  hoards  not  anticipated   -  p.  699 
Charges,  if  any,  should  be  same  as  in  England  p.  699 
no  Necessity  for,  unless  aiTangement  made  with 
Mysore  mines  to  coin  their  gold  -  p.  699 

Sovereigns  sh  )nld  be  coined  if  mint  established 

p.  699 
Gold  Standard  Reserve  : 

Form,  suggestion  .         .  p.  700 
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FORREST,  L.  R.  Windham— cowMnwecJ. 
Gold  Standabd  RBSEavE — continued. 
Subsidiary  branch  in  India  (silver) : 

Dislike  of,  in  India  -  -         -         -  p.  700 

Transfer  to  paper  currency  reserve  in  exchange 

for  gold  advocated        -  -  p.  700 

Indian  Govemment  should  be  given  free  hand,  with 

certain  exceptions  -  p.  700 

India    Office,    Council,    representation    of    Indian 

mercantile  and  banking  interests  desirable  -  p.  700 

Loans,  issue  of,  in  India,  introduction  of  railway 

debentures    or     bonds     repayable    in    50     years 

suggested  -        -        -        -  p.  699 

the  Member  of  Commerce  and  Industry  should  have 

power  to  influence  railway  or  financial  policy  p.  700 

Paper   Currency    Reserve,    securities,    increase    of 

holding  suggested  -         -         -  p.  698 

PbBSIDBNCT  BANKS: 

Capital  could  be  increased  -  -  p.  699 

Establishment  of  another    bank  on  same    lines 

would  be  possible    ...  -  p.  699 

Loans  to,  against  securities  at  1  per  cent,  to  2  per 

cent,    below  bank    rate    during    busy    season, 

advocated        - p.  698 

Railways  : 

Capital  expenditure  in  London  ably  managed 

p.  699 

Profits  should  be  used  for  improvement  of  existing 

main  lines,  part  retained  in  India,  and  part  in 

England  for  purchase  of  material  -  p.  698 

Silver,  purchase  of,   for  coinage,    more  regularity 

advocated  -  p.  700 

■   Sovereigns,  not  very  suitable  for  India,  and  paper 

currency  with  gold  in  resei-ve  preferred       -  p.  699 

Powler  Committee,  see  Indian  Currency  Committee. 

Prance : 

Bank  of,  see  Bank  of  France. 

Demonetisation  of  silver,  1873,  Frewen  -        -     9573 

Monetary  agreement  with,  suggestion,  Frewen 

9573-80,  9583-9 

Offer  by,  1907,  to  open  mints  to  free  coinage  of 
silver  if  Indian  mints  opened,  and  refusal  by 
Govemment  of  India,  Frewen     •        -         -     9522 

FRASBR,  T.,  see  Toomey,  J.  A.,  and  T.  Fraser. 
Fremantle,  S.   H.,  I.C.S.,   "Co-operation    in   India," 
Hamilton  ...  p.  530-6 

FREWEN,  MoBETON  ...  -  9518-9589 
Buchanan  Gold  Loan,  1908  ....  9538 
China  trades,  some  fixity  in  exchange  required  by  9573 

CUEBBNCT   SYSTEM: 

would  become  Automatic  if  mints  re-opened  9543-4 
Criticism    of,    as    a    managed    system    and    not 

automatic  9519  (p.  30,  p.  31),  9534-43,  9551-6 
limited  Monetary  union,  possibility  of  establishing, 

and  suggestion  re     -         9522,  9573-80,  9583-9 

Exchange:  ,    ,    ,  »   .         , 

Crisis  of  1908,  effect  on  trade  between  Asia  and 

U.S.A.    -  -        -  -9519  (p.  30) 

Fall,  effect  in  times  of  scarcity  or  famine      -  9519 

(p.  30,  p.  32) 
Rates,  steady  and  high,  dependence  of  trade  on 

9519  (p.  30) 

Discoveries  in  California,  effect  on  trade  9519 

(p.  33-4) 

Large  shipments  to  India,  and  effect  on  consti-uc- 

tive  policies  in  England  -         -         -  9560 

Rise  of  prices,  maintenance  of  gold  standard  m 

India  and  favourable  trade  balances  only  due 

A.  _  .         .  .         .     9522 

Goschen,  Lord,  proposal  of  smaU  silver  notes  9580-1 

Hoards,  silver,  possibility  formerly  of  pledging  to 

bankers  or  money  lenders,  or  takmg  to  mint,  m 

times  of  scarcity  or  famine,  a^d  hardship  of  closure 

of  mints     -        -         -         9519  (p.  32-3),  9562-7J 

Mints : 

Closure  of:  „ 

a  Breach  of  faith    -        -     ,  -   ^^    9519  (p.  33) 
Circumstances  of,  and  repeal  of  Sherman  Act  as 
result 9519  (p.  31-2) 
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FREWEN,  MoBBTON — contimied. 
Mints — continued. 
Closure  of — eontiriMed. 
Effect  on  price  of  silver  bullion      9519  (p.  30-1) 
Effect  on  silver  hoards  9519  (p.  32-3) 

Improvement  of  Indian  trade  not  equal  to 
improvement  of  trade  of  other  countries 
owing  to     -  9519  (p.  34),  9520-2 

Rates  charged  by  money  lenders  increased  since 

9562-72 
Trade  boom  in  1893  aborted  by     9519  (p.  33-4) 
Re-opening  of,  to  free  coinage  of  silver : 

Currency  would  become  automatic  -  9543-4 

Offer  made  by  United  States  and  France  to  open 

mints  ooniointly  with  India,  1907,  and  refusal 

by  Govemment  of  India  -        -     9522 

Probable  recoveiy  of  exchange  as  result  -     9573 

Notes : 
Increase  in  10,000  rupee  notes  larger  proportionately 
than  increase  in  5  rupee  notes   -  9524,  9526-30, 

9582" 
10,000  rupee,  large  silver  hoards  believed  to  be 
replaced  by     -         -       9524,  9531-3,  9544,  9582 

Rupees  : 

Arbitrary  regulation  of  coinage  by  Finance 
Minister  -         -         -      9519  (p.  31),  9551-5 

Demonetisation  contemplated  by  the  Fowler  Com- 
mittee   -        -  ....     9582 

Difficulty  of  obtaining,  at  certain  times      9545-50 

Forgeries,  possibility  of       -         -         -         -     9582 

Inflation  of  currency,  circumstances  and  increase 
in  prices  due  to  9524-6,  9532-9,  9544,  9556 

Inter-convertibUity  of  bullion,  and  importance  of, 
to  natives       -         -         -         -        9519  (p.  32-3) 

Prices  depend  on  active  circulation  of  small  notes 
and,  not  on  gold     -        -  -  9557 

SiLVEE  : 

Demonetisation  by  U.S.A.,  France,  and  Germany, 

1873  -  -  9573 

Purchase    of,    for    coinage,    agreement    between 

nations  to  purchase  regularly  so  much  silver  a 

year,  suggestion      -  -  9573-80,  9583-9 

World's  consumption  and  production,  statistics 

9573 

World's  demand  for,  illimitable  -  9573,  9578 

Sovereigns,  increase  in  circulation,  coins  wiU  go  into 

hoards  -  -  9519  (p.  33),  9557 

U.S.A.,  Sherman  Act,  repeal  a  result  of  closure  of 

Indian  mints     -        -        -  9519  (p.  31) 

"Gamble  in  Rain": 

Condemnation  of  system,  Hamilton 

2284-305,  2431-40,  p.  519-20 
Explanation,  Hamilton  2284-90,  2298-300 

GAUNTLETT,  M.  F.,  I.C.S.,  notes  on  the  treasury 
system  -  -        -  P-  728-40 

Grermany : 

Demonetisation  of  silver,  1873,  Frewen  •  9573 

Monetary  agreement  with,  suggestion,  Frewen 

9573-80,9583-9 

Restriction  of  silver  coinage,  Harrison  - 10,414 

Giffien,  Sir  Robert,  quoted,  re  proposal  to  close  mints, 

Frewen ,     -        -  9519  (p.  32) 

GOKHALE,  GOPAL  KRISHNA,  coiTcspondence 
with  re  submission  of  statement  to  Royal  Commis- 
sion'       P-727 

Gold: 

see  also  Gold  Cun-ency  and  Sovereigns. 

Absoi-ption  of,  in  certain  countries  for  pm-poses 
other  than  addition  to  bank  reserves,  1890-1910, 
Pand/ya  -         -        -        -  p.  655 

Absorption  by  India,  remarks  by  Chairman  of 
Punjab  Chamber  of  Commerce  re,  1913       -  p.  715 

Additions  to  the  bank  and  other  reserves  in  gold,  of 
some  important  countries,  1889,  1899,  1910, 
Pcmdya  .        .  -        -  p.  655 

Amount  of  gold  and  gold  securities  held  by  Govem- 
ment at  present,  Abrahams         -  1054-6 

Balance,  increase  desii-able,  Hamilton    p.  520,  p.  528 
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Ctoili — comtinued. 
BabS: 

Comei-s,  1890-7,  Balal       -        -  p.  672-3 

Great  demand  for,  in  India,  question  as  to  use  of, 
McLeod  -  ...  7174-7,  7237-43 

Import  formerly  when  any  degree  of  unsettlement 
in  India,  Le  Marchant     -         -  7664-5 

lai'ge  Import,  Reed  -  -     9980 

Imported  into  India,  nature  of,  Hunter     6856-60, 

6862 

Might,  if  containing  a  larger  percentage  of  aUoy 

thaii  a   sovereign,  be  imported    cheaper    than 

sovereigns,  Webb     -         -  5931-8 

Sale  of,  by  dealers  to  people  for  ornaments,  Toomey 

3011-2 

Capacity  of  India  for  absorbing,  remarkable,  Toomey 

2728 

Coined  in  India,  amount,  1865-6  to  1872-3,  Sundara 
Iyer  -  -,  ..     -        ,.-         :.        -         -  p,  623 

Consumption  of,  of  principal  countries  in  industiial 
ai-ts,  1911,  Balal        -  -  -  p.  675 

Cost  of  reducing  sales  of  Council  bills  and  substitu- 
ting remittances  by  shipment  of,  Abrahams 

p.  26,  p.  30 

Demand  for,  for  industrial  arts,  Dalai  11,301-6, 

p.  674-5 

no  Difficulty  in  people  obtaining,  Abraham^,  620-1 ; 
Neiomar ch,  1S93-4.  •"  ' 

Discoveries  in  California,  effect  on  trade,  Frewen 

9519  (p.  33-4) 

Double  meaning  attached  to,  Abrahams-        '-'■     559 

Duty  of  laying  down  gold'  at  destination  when 
exported  for  paymeiit  of  badance  of  trade  might 
be  left  to  exchange  banks,  Paridya   "  -         -  p'.  639 

Earmarked,  Tinearmarked,  and  used  on  some  occasions 
for  other  purposes  at  discretion  of  Secretary  of 
State  without  reference  to  India,  WebV        6064-73 

Effect  on  exchange,  see  under  Exchange. 

in  England,  eai-marking  of,  for  Indian  purposes 
alone,  Abrahajms  ■  675-6,  825-33 

Exports  and  imports,  statistics,  Abrahams,  p.  13 ; 
Dalai,  p.  673—4  ;  Newmarch,  p.  760. 

Exports  to  India,  by  Exchange  Banks,  Toomey 

2697-8 

Exports  in  excess  of  impoi-ts,  1878-9,  1892-3,  1894-5, 
and  statistics,  Dalai  -  -  -  p.  673 

Gold,  other  than  British  coin,  held  by  Government 
of  India  at  end  of  each  year  from  1900-1  to 
1908-9        ■        -        -        -    >     -      .  -  p.  758 

Government  should  export  to  London  or  take  steps 
to  seciu-e  export,  if  large  sum  in  hand  in  case  of 
exchange  crisis,  .46raAams  -         -         -         -     1095 

Held  in  reserves  and  treasuiies,  1901-2  to  1912-3, 
Abrahams  -  ....  p.  85 

Hoarded  or  in  circulation,  loss  of  produce  to  India 
from,  Samitton  2295,  2318-25,  2403-5,  2409-10, 
2444,  2473,  2476-9,  2488-92,  p.   521,  p.,  522-3, 

p.  527 

Hoards,  see  that  title. 

Holding  of,  by  Government  to  interests  ,  of  India, 
Hamilton  ■  -         ■        P-  526-7 

Holding  of,  iii  India,  correspondence  between 
Government  of  India  and  Secretary  of  State  re, 
Abrahams  p.  170,  p.  194,  p.  196-7,  p.  199 

Holding  of,  1908,  1909,  1910,  Abrahams         1249-53 

Import  continues  even  in  time  of  crisis,  Bhupendra 
Nath  Mitra  4849-51 

Impoets  into  India:  ' 

1865-6  to  1872-3,  Sundara  Iyer  -  p.  622 

Effect  of  sale  of  CouncU  bills  on,  see  under  Sale 
under  Council  Bills  and  Telegraphic  Transfers. 
Excessive     importation     into     India    should    be 

checked,  Barrow     -  -        -    3077  ■ 

on  Large  scale  in  last  few  years,  Newmarch  .  1392 
Large  amount  melted  down  for  ornaments.  Smith 

8528-9 

'    Large   ^shipments-    and    effect     on    constructive 

policies  in  England,  Frewen  -     9560 

•Nature  of,  and  statistics,  Dalai  -  -  p.. 672 

Question  aS  to  possibility  of  preventing,  HamiUon 

,  2529-38 

Sale   of   Council   bills   not   interfered  with,   and 

interference  not  anticipated  with  free  sale,  Boss 

■       •  -3888-9 


G-old — continued. 
Increase  in  reserve  preferable  to  increase  of  circula- 
tion if  both  impossible,  Meston   -        -  9330-1 
India's  just  share  of  annual  production  of,  Dalai 

.  -  p.  675-6 

in  India  in  case  of  crisis,  Government  should  reserve 
right  to  refuse  to  issue,  except  for  export,'  Bioss 

•  3768-^72,3805 
in  India,  deciease  in  Government  gold  between 
■  September  1907  and  December  1908)  Abrahams 

.  .  p.  90 

Indian  demand  for,  and  reason,  Dalai     -     '  :  -  p.  671 

Indian  demand. foe  : 

Methods  of  reducing,  Dalai  p.  676-7 

(Question  of  effect  on  London  and  consequently  on 

Indian  money  market,  Schuster  11,211-4 

FEOM  Indian  mines  : 
see  also  under  Gold  mint  in  India  and  under  Mint. 
AnTina.l  a,niovint,  Abrahams  -         -         -  p.  214 

EetrnTi  -        '-  -        -  P-  744 

ISSTTE :  ,  ■         ,  ,  ,       , 

in  Crisis,  see  under  Crisis  under  Exqihange.  ^ 
in  Exchange  for  silver  pr  paper,  see'  under  Sove- 
reigns. 

Lai'ge  amount  ,not  in  circulatioii,  but  in  lorm  of 
ornaments,  Dunbar  -        -       '  7896-7 

Large  amount  goes  into  India,  but  passes  out  of 
immediate  currency,  Le  Marchant       -  7640-1 

IN  LpNDON :  ,  ,    , 

Use  of,  not  lost  to  people  in  India,  Hamilton 

p.  518 
Value   of,   for   maintaining;  .exchange,  ,and,  pom- 
parison  with  value  of  gold  in  India,  J>(ewmarch 
,    .  p.  242,1379,-1381-3 

Movements  in  famine  years,  1877-8,  1896-7,1899-90, 
Dalai  -  -        -  p.  672 

Obligations,  iecommenda,tion  of  Fowler  Committee, 
re  restricting,  y46raAams.,  -  '  488-92,.^,  11-2 

Overland  gold  parcel  pdpt .  service  between  Jncu^  and 
England.adyocated,  Dalai  -         -  -  p.  677 

in  taper  currency  reserve  and  Government  Trea- 
suries, receipts  and  issues,  1899-1900  to  1912-13, 
Newmarch  '  -         -  „    "-         -        p.  251-3 

Per  capita  amount  held  in  India  smaller  than  in 
other  countries,  Pamdi/a      -         -  .      .T.p..'639 

Production,  great  increase  in  world,  Abraham.s      724 

Provision  under  Gold  Note  Act,  suggestion,  i?etZaZ 

p.  683 

Beceipt  of    bullion    by  Government    of  'India    in 
exchange  for  rupees  :  : 

Formerly,  but  abandonment  of,  Abrahams  -     1324 
Revival  advocated,  Schuster         -  - 11,028 

Receipt  of,  other  than  British  gold  coin,  by  Govern- 
ment of  India,  papers  handed  in,  Abrahams    ' 

,._,;.  , '  ,  .  ,     ;;p..  741-58 

in  Resierves,  see  MjMier  Gold' Cun-ency  Resefve  and 

Paper  Currency  Reserve.   ' 
Bise  of  gold  prices,  maintenance  of  gold  Standai-d  in 

India  and  favoxu-able  trade  balance  only  due  to, 

S^ewen    . .  -         -  .  -         ^  •  9522 

Shipments  to  England,  practice  re,  Abrahams 

•  ■-  :■•  ' '■■  ■    "y  '-  •■p.rl2-S;p.  16 

Supply   of,   in   exchange   cx-isis,    1907-8,   see    under 

Crisis  of  1907-^  umdeir  Exohajoge. ,  .j,«-,  .i^..^. . 
Support  of  Exchange  by,  see  under  Exchange, 
present    System   re,   approved    by   Govemmeab   of 

India,  Jlfesion         '      -    r-   - '       .         .        .9363-5 
TrimBfer  of  five  to  eight  millions  to  London  with 

■idew  to   Gbvei-nment"  nndertsilring    to    maintain 

exchange,  question  of ;  .Iferofeams       '  .  rl092-4 

Ti-anflportation  charges  and   reduction    advocated, 

,    DaM  .,      .-  ■  -  r     >      ,    -    ■,  -p.  677 

should   be- Used  for   development  of  Indian  rather 

'  than  for  tending  to  London  .banks,  and  financial 

■houses,  and  scheme,  HamiUon  -      p.  520-1,  p.  627 

Gold  Currencyr       

see  also  Sovereigns.  ■  -  ■ 

some  Advantage  in,  that  liabilities  of  Goveiwnent 
for  redemption  of  rupees  would  decrease,.  Howard 

Advantages  of  gold  standard  possessed  at  "pJ-esent, 
'Abrahaans    -  .        ...       :w^,^  1144-6 
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Gold  Currency — continued. 

Advantages  of,  in  opinion  ,  of  Indian  Q-ovejmment, 

Abrahams  -         -         -.      ,,-      ,  -       >-  \,  1127-34 

^  Advantages  of  paper  cuiTency  over,  Sutnier  ,  p486-9 

Advocated,. and  i^van,tages,P«WMZ2/a,, 9663-89,,  9743-7, 

,  ,.9760-71,  9870-7,  p.  638,  p.  639;  ITarTOcw,  10,277- 

,318,  lQ,400-7, 10,428-31, 10,441, 10,478. 
Attitude  of  Fowler  Committee  re,  Abrahams,  1026- 
,  ^  8  ;  Hamilton,  p.  523. 
Attitude,  pf  Government  re,  Webh,  p.  557,  p.  563-4 ; 

Abrahams,  .llU-22 1    Meston,    9386^8-    Pemdya, 

p.  637-8.        .       

Cnaaigiag  of  gold  coin  should  be  always  sp{)ssible, 

Graham     -        -        -        -        -        :        -.;  4928 
if  Circulating  freely  people  wjU  not  be  :reluctant  to 
[     part  with,  Webb  -    .  -  -  ,     6257-65 

Conditions  necessary  to,  Abrahams       1029-32,  1212 
no  Demand  for,  known  ofjUMTibrtj-  -         -     7917 

Desitable   and    liking   of   people  for  gold  money, 

Abrahams  -  -  ■       619,,  625 

Desirable  and  reasons,  Webb  5727-31,  5841-52, 

,  ,  .,  588Q-2,  6001-3,  6307-10 

Difficulties  of  getting  gold  into,  and  retaining  it  ia, 

circulation,  Sundara  Iyer  -  -       P-  626-8 

Disadvajitage  of  fojcjng  gold  into  cu'culatiouj  Hunter 

I  ;„,, \  ■  "    .  .''"'  '■"■ "'■■'  ,'■'■,  pr593-4 

Effective  in  Punjab,  Northern  India,  and  ,  Bombay, 
.  Le  Marchant      -  ■  ,       -        ,"     7644 

EN,pbtrRA,GEMENT  : 

Advocated,  Newmxir'eh.  1421,  1701-31;  McEobert, 

■,  3978-82,  4006j  4226-36  ;  Bhwpendrd  NatKMitra, 

^4§!7.2-7, 4776-81 ; '  Webb,  5744-8, 5757-8, 5776-86, 

'■■'6004-11,   p.   568;    £e    Marchant,    7644,   7821; 

'        Beed,    '9992-8;.    ffajTMoit,     10,477-8 ;    Dalai, 

11,^53-60, p.  671;  Chwhilal,Tp.  766,  p.  769. 

Attempt  by  Government  to  encourage  by  paying 

salaries  and  postal  money  orders  partly  in,  but 

.,,  failure,  §|ni(forai'i/er.  -         -  p.  627 

De'siiuble  in  interests  of  people.  Smith       8533-53 

not  Desirable,  Barrow       "-        -     3072-3,  3092-7 

by  Government,  question  of,  and  comparison  with 

encouragement  of  notes,  ^ftr^&awis  ,,       1261-7, 

-1290-8 

.  .Hoardiug  would  result,  Eeid      -         -        r-p.'574 

'  at  Lahore,  Agra,  and  Delhi,  Dunbar  ,7908-16, 

„.■..',.  .,-8019-22 

at  Lahore   and  Delhi  believed    to  be  merely  a 

,.    temporary  expedient,  Meston  ,    "  -         ■  9324-8 

Measures  re  increasing  circulation  (letter  of  Govern- 

".    Jiiient  of  India,  1900)        -         ■         -   p.  109,113 

'  Ao  Special'steps  advocated,  Howard    8224-6;  8291 

Question  of,  Abrahams  '      -         -,     '  -  1201-8 

'Bie6s  taken.,  Bhwpendra  NathMitra   -         4754-3 

Encouragement  of  notes  preferable,  but  people  should 

b4  given  gold  when  desired;  Smith      -        8553-64 

Essential  to  proper  currency  system,  Webb         5708 

with  Establishment  of,  gold  Standard  resei-ve  will 

be  unnecessary,  Webb  5305,  6762-6,  5802-10, 

- '   ;        .  5835-8,  5874,  6039,  6127-40 

iVl-Eiistence  practically,  Abrahams  ''      -  933-4,  1032 

Fii^erupee  piece,  objection  to,  Meston^  ■     9402 

Should  be  Pbr'ced  into  circulation,  and  suggestions  re, 

Pandya      - .  .-   9678-82,  9744-7,  p.  638,  p.  639-40 

Gold'' standard'  resei-ve  wotlld    eventuaUy    become 

'unnecessary,  Pwndya,  9689-96,  9740-1,9760-71; 

7>a;Za?,  11,278,-11,283-5:  _ 

Government  interests  with  regard  to,  AbrahainS 

-626,  799-802 
Government  should  discourage  use  of,  Hamilton 

---;(;;.•.■•'■    •       ^ ■    2316,2486-90 

Impossibility  of  estimating. how  much  would  go  into 
currency  and  how.  much  as  ornaments  or  mto 
hoards,  Barrow  -         -  "  "     ^^^^ 

InCEEASE:  .        .  J, 

possible  Advantage  in  preventing  rise  m  world  s 

prices,  Howard      .-         -     '  "         -  P- 58b 

not  Advocated,  and  not  considered  practicable. 

■_  -Sundara  lym-  -       '  -         -  P-  621-4,  8930-/ 

"  ik  Bombay,  Pciw(Z2/a  "         "         -   -9680 

Coins  will  go  into'  hoards,  Frewen  9519  (p:  33),  9557 

and  Decrease  in, notes  and. silver  would  result  in 

decrease    of  gold  ,  in   V^^^^\  ^fj^f%''f.l^^% 
^g^l      .         .     ■    -         •         -  6204-22,  6296-b 


Gold  Currency — continued. 
Inceease — continued. 

Desirable  if  desired  by  people,  Abrahams    1139-42, 

1147-9 
Desirable  as  edvjcatiye  measure,  Meston     9120-30, 

9144-5',  9246-9 

Dfisired   and  circulation  might  be  pushed  a  little 

for  a  time,  BarrisOJi  -         -10,342 

Desired  to  extent  df  forming  new  additions  to 

currency  instead  of  rupees,  and  reasons,  Beed 

:     ,  9983-90, 10,069-73, 10,087, 10,099-106,10,121-3, 

./  10,127-51 

Effect  on  ,  itlpee  currency,' ,  question    of,  ■  Webb, 

5788-801,  6299,  6304 ;  Hoijoard,  8287 ;  Smidara 

lyA-,  p.  627';    Jlf«sf(m,  9138-40,  9252-67;  Beed, 

10,136-45  ;  Harrison,  10,325  ;  DaZaZ,  11,408-14.] 

to  Exclusion  of  notes  and  silv6r  iiot  desired,  Beed 

■■-    -        10,087-8,  10,092-7 

at  Expense  of  gOld  standard  reserve  wotdd'  make 

exchange  less  stable,  Abrahams  1209-17 

Increase  of  gold  in  circulation  and  in  paper  curtency 

reserve  anticipated,  TFeb6        -        -  ,6300-1 

Increase  in  reserve  preferable  if  both  impossible, 

,       Mestdn.  -  ...  9330-1 

Increase  of  reserves  preferred,  Abrahams     1303-4 

-  .Question    of ,  effect    on    reserves,  Beed,    9987-8, 

,       10,082-96,      10,104-6,      10,123-6,     10,131-50; 

'flarmoji,  10,346-5.1 ;  Dalai,  11,287-99. 
'  "Question  whether  Gbvernment  or   Central  Bank 
more  favourable  agency,  Newmarch         1827-30 
Question    whether  note   circulation  need  be   in- 
terfered    with,     Howard,     8287-91,     p.     585 ; 
.    DaZ4, 11,408-14. 

Reserves  would,  cease  to  increase,  Howard  ~  8207-10 

Rupees  not  likely  to  fall  to  a  discount,  and  no 

,,  staps  should  be  taken  by  Government  to  prevent, 

.. '  ■  Webb      -  ■  -      5821,  5839-40 

Involving  obligation   to  give   gold   for   rupees   not 

•    intended,  ^ITeSb  -        '-  '     -        -      5979-86,5993 

.Limit  on'  amount  of  rupees  that  are  legal  •  tender 

wiU  be  possible  in  futui-e,  Webb  -        -     5997-6000 

Mohurs,  dies  prepared  for,  1835,  Graham,  4922 

not  a  Nec'es'sa'ry  concomitant  of  gold  standard,  but 

endeavours  should  be  made  to  meet' any  demands 

for  gold,  HoMiard        -  -         8223-6 

Notes  will  not  be  displaced  by,  Sundara  Iyer      ' 

p.  626-7 

no  Object  in  forcing  upon  people,  and  no  such  desire 

on  part  of  Secretary  of  State  or  Government  of 

.India,  Newmarch  ■  1800-1 

Objections  to,  Hamilton         -  2443,  p.  523 

Objection   to   forcing,   on  India,    and   Government 

should   not    encourage   use    of,   but   should  not 

interfere  if  people  desire.  Boss        3624-9,  3806-16, 

p.  544 

Opinions  of-  Punjab  Chamber  of  Commerce,   1911, 

,         ■■'    ,    ,  1913,  p.  713,  p.  715 

Other  forms  considered  preferable,  Boss         -     3628 

Paper  currency  with  gold  in  reserve  more  economical, 

but  extension  of   gold  at   expense   of  notes   not 

suggested,  JBToward    .        -        -        -        -  p.  685 

Position  of  India  as  regards,  similar  to'  that  of  many 

other  countries,  Abrahams  -  1016-25 

PrefeiTed  to  rupees,  iSc^Msfer  -        -        -11,030 

should  not  be  Pressed,  Currie  -       10,571-3 

Question  as  to  existence  of,  in  other  countries,  Webb 

'      >   •  '   '  '5972-8 

Reason  for  change  of  opinion  regarding  desirability 
of,  dui-ing  last  15  or  20  years,  Webb  -  6306„  63110 

Recommendations  of  Indian  Currency  Committee  re, 

and  carrying  out  of,  advocated,  Webb         5316-22, 

6970-1,  p.  556,  p.  556,  p.  557-9  n. 

Recommendations  of  Prof.  Dunning  MacLeod,  Webb, 
.        5970-1,  p.'555,  p.  .55r. 
Replacement  of  notes  by,  not  desired,  Beid    -  p.  574 
not  Required  and  considered  a  wasteful  and  expen- 
sive luxury,  Dunbar  7895,  7918-9 
Return  to  centres  anticipated,  Le  Marchant  7847-51 
Smaller  coin  not  advocated  to  stai-t  with,  but  might 
be  struck  if  found  desirable  by  experience,  Webb 

5987-92 
Suitability  of,  for  India,  Abrahams  "-  -  ■.  1268 
Support  of  exchange  possible  without,  Meston 
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Gold  Currency — continued. 
Ten  EiTjpee  Piece  : 
would  not  be  Available  for  export  on  favourable 
terms,  Le  Marehant         ....     7847 
Advocated,     Sarrism,     10,322-30,     10,384-400: 

Thackersey,  p.  719. 
not  Advocated   and    reasons,  McBobert,  4008-9, 

p.  548-9  ;  Chunilal,  p.  766. 
no  Better  than  a  sovereign,  Chwnilcd  ■  p.  764 

Cheaper  to  coin  than  sovereigns,  Abrahams  1245-8 
might  Compete  with  10  rupee  note,  Le  Marehant, 
7844 ;  Howard,  8395-6,  p.  585  ;  Meston,  9402-3 ; 
Harrison,  10,325  ;  Schuster,  11,028. 
would  not  Compete  seriously  with  10  rupee  note, 
Dalai      -  ■        -  -     11,339-40 

would  not  compete  with  10  rupee  note  but  rather 
strengthen,  Fleetwood-Wilson  -         .         .  11,430 
Correspondence  between  Secretary  of  -State  and 
Government  of  India,  Abrahams      -         -     1143 
Hoarding     and     use    for    ornaments    would    be 
encouraged,  McLeod        -         7171,  7l93,  p.  598 
Objections  to.  Boss       -    3817-26,  3854-62,  p.  546 
Question  as  to  popularity,     Abrahams,   1178-80, 
1238-45,  1269;    Barrow,  3092,  3094;  Sundara 
Iyer,  p.  627-8. 
Question  as  to  whether  demand  for  gold  would  be 
increased,  Barrow  -         -         -        3279-88 

Sovereigns  preferred  to,  McBobert    4007-8,  p.  548 
would  not  be  Sxiitable  for  export,  and  would  be 
expensive,  Schuster  ...  .  11,028 

would  be  Useless  for  export  except  as  bullion, 
and  would  tend  to  destroy  standing  of  sovereign, 
McLeod  -  7162-76,  7192-6,  p.  593 

Ten  rapee  and  five  rupee  pieces,  attempted  introduc- 
tion, 1870,  Graham     -         -         -  4922-3 
possible  Tendency  to  hoard  in  case  of  crisis,  Webb 

5812-26 

Three  or  five  rupee  piece,  objections  to,  Meston  9402 

Use  of,  marks  superior  stage  in  civilisation  to  use  of 

silver,  Webb        -  -  6307-8 

Wasteful  compared  with,  other  methods  and  not  as 

useful  for  support  of  exchange  as  gold  in  reserve, 

Beid  -  -  7386-8 

Gold    Currency   (Standard)    Reserve,   abolition   when 

sovereigns  everywhere  in  circulation,  and  30,000,000J. 

in  gold  held  in  paper  cmTency  reserve,  advocated, 

Webb      -  -  p.  569 


Gold  exchange  system : 

Ideal,  Abrahams     - 
Nature  of,  Abrahams 


623 
623-4 


Gold  Mint: 

Advantage  claimed  for,  that  gold  currency  would 
largely  increase,  doubted,  Sundara  Iyer     p.  620—4 

no  Advantage  seen,  Inchca^e,  10,858 ;  Schuster, 
11,028. 

Advantages  slight  as  sovereigns  can  be  and  are 
imported  to  great  extent,  Abrahams  -     1124 

Advantages  in  theory,  Hunter  •  6470 

might  be  Advisable  if  inexpensive.  Boss  p.  546 

Advocated  and  advantages  to  be  derived,  McBobert, 
4014-6 ;  Bhwpend/ra  Nath  Mitra,  4664-6 ;  Graham, 
4919-26,  4930;  Webb,  5706-31;  Howard,  8242, 
p.  585  ;  Smith,  8565-82,  p.  616  ;  Meston,  9332  ; 
PamdAja,  9706,  9751-1,  p.  639,  p.  640-1;  Beed, 
9976-82,  10,057-78,  10,117-20,  p.  667-8;  Harri- 
son,  10,322-3;  Dalai,  11,337,  p.  677-9;  Punjab 
Chamber  of  Commerce,  p.  713  ;  Thackersey,  p.  719 ; 
Chunilal,  p.  764,  p.  766,  p.  769. 

not  Advocated  at  present,  but  if  established  sove- 
reigns should  be  coined,  McLeod  7032,  7153-5, 
7157-61,  p.  597,  p.  598,  (Bengal  Chamber  of  Com- 
merce), p.  604r-5,  p.  606,  607. 

not  Advocated  at  present  and  genuine  demand  for, 
among  commercial  community  doubted,  Currie 

10,587,  p.  669-70 

Amount  of  coining  would  be  small,  Fleetwood-Wilson 

11,425 

Approved  and  attitude  of  Government  of  India  re, 

Meston  -        -        -  9106-8 

Attitude  of  Mysore  gold  mines  to,  Abrahams  1174-6 

Bttllion  foe  coinage  : 
African  gold  anticipated,  Pandya    9709-18,  p.  640 


Gold  Hint — continvsd. 
Bullion  foe  coinage — continued. 
probable  Difficulty  of  obtaining,  Hunter,  6471-3, 
6861-71,    6975-7,   p.    593;    McLeod,    7033-4; 
(Bengal  Chamber  of  Commerce),  p.  606. 
from   Hoards,   question  of  obtaining,  Abrahams, 
214,  1135-8;  Toomey,  2Q\ir-S,  3010^  ;Bhmpen- 
dra  Nath  Mitra,  4671 ;   Webb,  5750-1 ;  Howard, 
8230-4;    Meston,  9108-9;     Pandya,   9721-35; 
Fleetwood-Wilson,  11,425  ;  Forrest,  p.  699. 
Imported  from  abroad  would  not  go  for  coinage 
in  normal  times,  import  of  sovereigns  cheaper, 
Toomey  -        -        -        -        -      2699-709 

Local  supply,  from  mines,  question  of,  Toomey, 
3008-9 ;  BhupendA-a  Nath  Mitra,  4666-8, 4786-8 ; 
Webb,  5694-9 ;  Howard,  8247-8  ;  Meston,  9410-1 ; 
Pamdya,  9709-18,  p.  640  ;  DaUd,  11,341-3. 
Purchase  of  gold.by  Government  at  favourable  rate 
not  advocated,  Meston  -        -  9341-3 

Question  of,  and  of  terms,  Meston,  9337-40,  9414- 

22 ;  Dalai,  11,344-6,  11,351. 
Question   as  to  source,  and  difficulty  as  regards 
import  owing  to  cost,  Abrahams  1220-37, 1283-4, 

1308-20 
Sufficiency  not  anticipated,  Sassoon  David  -  p.  716 
Supply,  would  depend  on  price,  Bhupendra  Nath 

Mitra 4717-9 

Taking  of  bullion  to  mint  for  coinage  would  not  be 
cheaper  than  import  of  sovereigns  as  general  mle, 
Toomey ...  .  2998-3018 

Charge  for  refining  would  have  to  be  made,  but  not 
seigniorage,  Bhupendra  Nath  Mitra  4669-70 

Charges,  if  any,   should  be  same  as  in  England, 
Forrest  ...  -  p.  699 

would  Coin  local  gold  and  possibly  gold  from  South 
Africa,  gold  would  not  be  sent  from  London  if 
coinage  charge    exceeded  cost  of  freight,  &c.  of 
coined  gold.  Cole        -        -        .       3389-91, 3437 
Coinage  of  Indian  sovereigns  advocated  if  English 
sovereigns  not  allowed,  Chunilal         p.  766,  p.  769 
Coinage   of  English   sovereigns   or  10  rupee  piece, 
question     of,    Fleetwood-Wilson,    11,425,     11,426 
11,428-30, 11,473;  DaM,  11,338. 
for  Coinage  of  sovereigns  unnecessary,  and  imprac- 
ticability as^regardslsupply  of  bullion,  Barrow  13091 
Control  by  English  Mint  would  be  objected  to,  Fleet- 
wood-Wilson      .        .  .  .11 426 
Cost: 
Estimate,  Dalai  -                  .         -  .  p  673 
Estimate  of  initial  expenditui-e,  and  annual  expen- 
diture should  be  small,  Meston        -         -     9409 
Question  of,   and    statement    of    establishment 
charges   of  mints   in   Sydney,  Melbourne,  and 
Perth,  Abrahams                        .         .         .  p_  214 
Small  if  special  Indian  coin  adopted,  Abrahams 

1321—3 
strong  Desire  for,  among  Indians,  Fleetwood-Wilson 

11,425-6 

Experiment  should  be  tried,  aVnoard  8229-30,  8397-8 

for  Free  coinage  of   sovereigns  would  justify  cost, 

McBobert  -  -  .  .  p  549 

Gold  in  circulation,  question  of  effect  on,  Abrahams. 

618 ;  Cole,  3392. 
Government  realise  that  change  iu  British  law  would 
be  required,  Meston    -         -         .  9412-3 

History  of  discussions  and  proceedings  re,  Abrahams 

614-6,  p.  212-3;  TTeJfc,  p.  557. 
not  very  much  Importance  attached  to,  Le  Marehant 

7666 
no  Inconvenience  from  want  of,  and  not  anticipated 
for  some  years,  Sassoon  David     -  .  p.  716 

special  Indian  coin: 

see  also  Ten  Rupee  piece  undsr  Gold  currency 

would  not  Affect  question  of  exchange  as  gold  taken 

by  weight.  Cole  .        .         3567-9 

might  Conflict  with  sovereign,  Le  Marehant      7666 

Emeness  should  be  same  as  sovereign  to  enable 

exchange  by  weight,  Abrahams        -        .     1163 

Introduction  of  sovereigns  as  distinctively  Indian 

com  desired,  Meston        ■        .        9110  9333-6 

Ol^ections  to   (Bengal  Chamber  of  Commerce), 

McLeod-        -        .        .  .        .p.  606 

Public  opinion,  question  of,  Abrahams        -     1166 

Treasury  would  have  no  jurisdiction,  Abrahams 

617 
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Gold  Mint — continued. 

Indian  feeling  would  be  gratified  by,  and  feeling  of 
having  been  hampered  without,  Abrahams  1125-6, 

T      -^  1249 

no  Justification' for,  in  absence  of  public  demand, 

Abrahams  -         -         .         .  .         .     hqJ 

Manufacture    of    gold   by   Government  of    various 

fineness  for  ornaments,  suggestion,  Dalai     11,401, 

p.  678 
not  Necessary  at  present,  but  if  opened  in  future, 
sovereigns  should  be  coined,  Toomey  amd  Fraser 

2602-8,  p.  538 
Necessity  of,  Bhupendra  Nath  Mitra,  4782-5  :  Dalai, 

11,347-50,  p.  679. 
no  Necessity  for,  unless   an-angement    made    with 
Mysore  mines  to  coin  their  gold,  Forrest      -  p.  699 
Note  on  proposals  for,  Abrahams  ■        -        p.  212-5 
Objected  to,  Hamilton  ....  2466-7 

not  Objected  to,  but  unnecessary  as  long  as  sovereigns 

used.  Cole  -  3388 

Obstruction  by  English  Government,  Dalai  -  p.  679 
Opening  of  Bombay  Mint  to  free  coinage  of  gold,  advo- 
cated, Webb  5690-8,  5702-3,  p.  557,  p.  558,  p.  568 
Opening  of,  immediately,  was  never  recommended  by 
Currency  Committee  of  1898,  Sundara  Iyer  p.  628 
Opinion  of  Sir  Guy  Fleetwood  Wilson  referred  to, 

Abrahams 1299-302 

Passage  of  bullion  from  hoards  through,  question  of, 
Smith        -         -  .         .        8569-80 

would  Provide  for  convei-sion  of  buUion  in  hoai-ds 
into  cun-ency  under  pressure  of  famine,  Beed 

9977-80, 10,057-66,  p.  667 
Public  feeling  re,  question  of,  and  of  importance  to 
.  '  be  attached  to,  Abrahams  -         -  1306-7 

Pm-chase  and  sale  of  gold,  suggestion,  Dalai 

11,395-400,  11,402-4,  p.  678 
Question  of,  Sassoon  David  -  -  -  -  p.  716 
Reason  for  Fowler  Committee  recommending,  Le 

Marchant 7659-62 

Receipt  of  gold  and  issue  of  rupees  in  exchange  with- 
out legislating  for  minting  of  gold  coins,  sugges- 
tion, Hunter     -        -  -        1474-7,  p.  593 
Recommendation  by  Fowler  Committee,  and  change 
in  circumstances  since,  Abralwms      1168-9,  p  212 


Refineries,  suggestion  re,  Dalai 


p.  678 


Relaxation  of  restrictions  and  pei'mission  to  mint 
masters  to  coin  sovereigns  would  be  a  graceful 
act,  Meston 9406 

Representative  of  English  mint  might  be  present 
at  tests,  but  no  further  >  control  desh-able,  ii'Zeei- 
wood-Wihon       -        -         -         -11,426,  11,431-4 

Seigniorage  : 

Charge   should  not    be   made,  Howard,    8243-6, 
p.  585  ;  Webb,  5703-5 ;  Meston,  9407-9 ;  Pandya, 
9707-8  ;  Dalai,  p.  679  ;  Thackersey,  p.  719. 
Question,  and  question  whether  better  terms  should 
be  given  than  given  in  England,  Abrahams 

1154-62, 1176, 1181-95 

Sovereigns,  or  coins  identical  with,  in  size,  weight, 
and  fineness,  should  be  coined,  Gh-aham,  4920-1, 
4924;    TTefeft,  p.  557,  p.  568. 

Sovereigns  should  be  coined.  Cole,  3393,  3565-6 ; 
Bhwpmdra  Nath  Mitra,  4714-6;  Howard,  8320-1, 
8399-401,  p.  585;  Smith,  p.  616;  Meston,  9369, 
9400-3;  Pandya,  9719-20;  Schuster,  11,028; 
Forrest,  p.  699 ;  Sassoon  David,  p.  716. 

Standai'd  of  value,  at  present  non-existent  in  India, 
would  be  created,  Dalai      -        -        •     11,348-50 

Supply  of  sovereigns  in  India  would  not  be  greatly 
increased,  Newmarch  •         -  -         ■     1750 

might  be  Tried  if  special  coin  introduced,  but  intro- 
duction not  advocated,  Barrow  -        -  3091-3 

Gold  reserve : 

Amount,  and  opinion  re,  Harrison,  10,356-7  ;  Inch- 
cape,  10,800-3, 10,814, 10,822-31. 
in  India,  15  to  20  million  advocated,  Howard  -  p.  589 
in  London,  definite  limit  importaiit,  Abrahams 

11,566, 11,571-2 

Opinions  of  Punjab  Chamber  of  Commerce  p.  710-3 

Sufficient  already  to  allow  of  Government  discharging 

its  obligations  in  gold  without  taking  from  gold 

needed  to  maintain  exchange,  Webb    -  5740-3 


Gold  reserve — continued. 
30  millions  in  paper  currency  reserve  in  London  and 
gold  standard  reserve  combined  would  be  sufficient, 
Abrahams  ....  .        _  11,571 

Gold  Standard : 

Advantage  of,  and   progress  of  tiude  since  intro. 

duction,  Boss      -        -  -        -        3617-23 

with  Gold  reseiTe  advocated,  Sundara  Iyer     •  p.  628 

Gold  Standard  Beserve : 

Accounts,  wording  of  "  cash  ...  at  short  notice," 
objection  to,  CoZe        -        -         .    3412,3499-506 

Addition  to,  of  annual  interest  on  investment  of 
Paper  Currency  Reserve,  proposal  by  Government 
of  India,  and  opinion  re      -    p.  119,  p.  122,  p.  127 

Amalgamation  with  papeb  cueeency  eeseeve  : 
possible  Advantages,  but  difficulties,  Le  Marchamt 

7626 
Advocated,  Harrison  -  -  -  10,277-312 
not    Advocated,    and    reasons,    Barrow,    3151-3, 

3158-66;    Howard,  8283-4,    p.   587;    Schuster, 

11,074. 
never  Considered  by  Government  of  India,  Meston 

9444 
possible  Danger,  Abrahams  -         -       721 

not  Desirable  and  no  benefit  seen.  Hunter    6454-6 
Disadvantages,  and  public  would  disUke,  Meston 

9444 
Indian  public  opinion  might  be  shaken,  Abrahams 

721 
no  Objection  to,  McBobert  -  4085-6 

Objection  to,  Bhupendra  Nath  Mitra  -  4692-6 

Possible  eventually,  but  uses  in  separate  systems, 

Le  Marcliant  -  ...  7741-3 

not  Possible,  Newmarch      -        •        -         1405-6 
Question  of,  Abraliams        ...  704-12 

Question  as  to  possibility,  Webb      6104-7,  6125-6 
Amalgamation   with    paper    cm-rency   reserves   and 
balances  not  advocated,  Dalai     -  p.  679-80 

Amount,  and  inadvisability  of  reducing,  letter  from 
Government  of  India,  26th  April  1906,  Abrahams 

p.  137 
Amount : 

Automatic  increase,  methods  {Law)    -        -  p.  119 
Balance  of  ti-ade  considered  the  proper  measure  of 

possible   liabilities,   not  quantum   of  currency, 

Abrahams        .......  776-9 

should  Depend  on  trade  rather  than  on  amount  of 

rupee     circulation,     Meston,    9077-8,    9492-3 ; 

Cun-ie,  10,552^. 
should  Depend  on  trade  and  question  of  depend- 
ence on  amount  of  rupee  coinage,  Beed  9949-51 
should  be  Fixed  on  basis  of  number  of  rupees  in 

circulation  and  suggestions  re,  Boss        3648-62, 

3740-66,  3908-11,  p.  546 

Inadequate  in  opinion  of  Madius    Chamber    of 

Commerce,  1907 p.  172 

Increase : 

Desu-able  as  trade  increases  and  methods  of, 
Abrahams    -         -         -  -         -  647-9 

above  25  millions,  desirable  and  question  of,  from 
profits  on  coinage  or  from  interest,  Abrahams, 
780-3 ;  Currie,  10,549. 
not  Less  than  25  millions  advocated,  Bhupendra 

Nath  Mitra  -  -         ■     4696 

no  Limit  should  be  fixed,  Beid,   7509,   7571-2, 

p.   573;    McLeod,    5971;     Smith,    8533,  1587, 

p.  616 ,  Mestm,  9484-91 ;  Beed,  9946-52,  9970, 

p.    667;    Schuster,    11,072-3,   11,228;   Sassoon 

David,  p.    716 ;  Thackersey,   p.   719 ;    Chunilal, 

p.  767. 
Number  of  rupees  coined  should  not  be  measure 

of,  Abrahams 1074-6 

Policy  recommended  re  avoidii^  excessive  amount 

and  importance,  Abrahams      -      603,  11,566-70 
Present,  sufficient,  Sundara  Iyer  8912,  p.  629 

Regulation  of,  with  view  to  amount  of  gold  in 

paper  oun-ency  reserve  would  be  advantageous, 

Abrahams        -  ....    1057 

Regulation,  question  of  bases,  Harrison  10,279-82 
Suitable,  opinion  re,  Abrahams   •  774-5,  p.  93 

10  millions  in  gold  and  20  millions  in  securities, 

advocated,  McBobei-t       -        -         4020-2,  4068 

E  3 
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ROYAL   COMMISSION    ON    INDIAN    FINANCE   AND   CURRENCY  : 


Gold  Standard  'Reserved-continued. 
Amount — coniinued. 

20  to  25  millions  desii-aUe,  TTefeft  6039-40,  6155-6, 

•     6249-52 
25  millions  advocated,  Dalai        11,277,11,  279-82, 

p.  680 

■2")  millions  shoulfl  be  regarded  as  minimum  and 

adequacy  considered  when  sum  reached,  Howard 

'        ,  p.  587 
30  millicms  preferred,  Howard  -         -  p-.  587 

30  millions  advocated,  McBobert     -     4019,  4083-4 
30  millions  accepted  as  maximum  at  present,  but 
increase   will  become   necessai-y  as   balance  of 
trade  alters,  &c.,  Mestm      9075-9,  93ll,  9471-2 
Us6  of  profits  on  coinage  for  ordinary  or  capital 
expenditure  not  approved,  until  reserve  25  or 
30  million  sterling,  interest  and  profits  should 
then  be  used  to  pay  ofE  floating  and  unproduc- 
tive debts,  McBobert        -  -  p.  549 
Amount,  composition  and  location  of,  1901  to  1913, 
.  Abrahams  -                           -                  -  p.  97 
"A]pproach  towards  unanimity  between  ^Secretary  of 
State  and  Government    of    India    on    questions 
regarding,  Abrahams           -         -                  -       605 
Conferences  between  India  Office  and  'members  of 
commercial     community     re,    would    be    useful, 
Abrahams                     -         -         -                  -       720 
Credit  of  profits  on  coinage  to,  see   under  Profits 

under  Coiiiage  v/nder  Rupees. 
Criticism'  of  system  as  wasteful,  Webb   5827-38,p.  568 
Departures      from      recommendations     of   .  Tridian 
.  '  Currency  Committee,  Webb         -  p.  559-60 

Diversion  of  funds  allocated  to,  to  railway  develop- 
ment, 1907,  see  Use  of,  for  railway  purposes  under 
Profits  under  Coinage  undser  Rupees. 
Drawing   against,  by  .  Secretary  of  State,  1910  and 
1911,  <axovaaiata,mxs,BhwpendraNathMitra  4810-8 
Effect   on,  of  inerease  of  gold  currency,  see  under 

Gold  Currency. 
Establishment  of,  correspondence  between  Govern- 
ment  of  India,   and  Secretary  of  State  re,  1900, 
Abrahams  -  -       p.  109-14,  p.  126-8 


Existence  of  : 
Approved  in  India,  Beid 
■Desirable,  Hvmter 


p.  573 
6431 


Form  :      . 

Bullion,  unnecessary,  Hamilton  -    2387,  2414 

Criticism,  Webb  -         -     ■    -         -  6170-7 

actual  (Sold  -. 

Advocated  instead  of  securities,  Chunilal 

p.  766,  p.  767 
fixed  Amounts : 

2  millions  insufficient,  Beid  .      -     7509,  7570 

5  millions  at  least,  advocated,  McLeod,  p:  597 ; 

(Bengal  Chamber  of   Commerce),    7137-9, 

p.  603.  . 

about  5  mUlions  advocated,  Bunbar   7878-86, 

7891 
5  millions  not  considered  sufficient,  •  Cole, 
3405-6,  3570-6;  Bhwpendra  Nath  Mitra, 
4697-700.  . 
5  millions  as  minimum  sufficient  at  present, 
but  might  increase  to  10  as  trade  in- 
creases, McLeod,  7007-26,  7072-80,   7140, 

7220-8,  p.  698 
8  or  10  millions  advocated,  Schuster      11,074, 

11,109 

10  millions  advocated,'ilfcEo6ert  4020-2,  4068 

10  millions  desired  by  Government  of  India 

and  reasons,  Mest(m      9080,  9232,  9231-45, 

9310,  9474-7 

10    millions   might    be    sufficient,    but    sum 

should  not  be  fixed,  as  should  depend  on 

state  of  finance,  Sitmdora  Jyer  -        8915-35 

10-15  millions  advocated,  Howard    -   8251-3, 

P-.  587 

Ample,    taking    into    account    gold    in   paper 

.currency  departanent,  Boss      ■     3648,  3795-6, 

p.  546 
Attitude  of  Government  of  India  re,  Meston 

9305-8 


Q-old  Standard  Reserve — continued. 
Form — continued. 

actual  Gold — continued,  .  .1..., 

Bulk  of  reserve   should  be  in   gold  in  India, 
Webb  J         -     .  p.  560-1,  p.  ,568,  p.  569 

Correspondence  between  Government  of  India 
and  Secretary  of  State,  Abrahams  ,  ■     -  863-4, 
p.  168-71,  p.  175-80,  p.  183,  p,  194-6, 
pfl99-202,  p.  204 
Experience  of  1907-8  crisis  as  guide : 
pot    Adequate,     Howard,    p.    587;    Toomey, 
2587-90,  .3027-35 ;  Bhu/pend/ra  Nath  Mitra, 
4702-8 ;  Beed,  p.  667. 
Satisfactory,     Abrahams,    ,597-;«04,   ,681-3. 
965-70-;.  Boss,  3649-52,  3748! ,     • 
Fixing  of  limit  not  suggested  at  present,  Toomey 

.2956-7 
Holding  of  all  reserve  in,   not  objected  to  if 
really  desired,   but  would   be   too   expensive 
and  waste  of  interest,  Toomey  -  2716-43 

Holding  of  reserve   only  in,  would   be  .advan- 
tageous in  case  of  change  crisis,  but  in  that 
case  profit  on  investment  would  be  lost.  Cole 
,  ;  3519-35 

Holding  of-whole  amount  in,  objection  to,  Gwrrie 

10,659  mofe 

Idea  predonjinated  iu  minds  of  Fowler  Com- 

njittee,  £e  Merchant   ■  -  -■-,    7617 

Increase   advocated,    and   reason,    Toomey   and 

Fraser,  2584-94,  p.  536  ;  fliwicwd;  8249-51. 

Increase  of,  and  decrease  in  sterling  resources 

in  paper  currency  reserve,  no  advantage  seen, 

Inchcape  -         -         ■■ .  JL0j936— 40 

,     Increase  gradually  to  10  and  15  millions  desirable, 

Howard    ;   -     ,  -  8251-3,  p.  587 

should    be    Independent   of    amount  in   paper 

,    currency  reserve,  Meston      -      ,    -         9232-9 

Insufficient,  and  proportion  too  low,  should  be 

half  of  whole,  Smith .        8583-4,  8587,  p.  616 

Investment   of   whole   amount   approved  when 

reserve  strong  in  gold,  Hvmter   6440-3,  p.  692 

Laying  down  of  minimum  desirable  but  not  by 

statutory  provision;  Meston  -         -  9450'-l 

no  Limit  should  be  fixed  a^d   coinage  profits 

.should    continue   to    be    added    to,   McLeod 

(Bengal  Chamber  of  Commerce)  p.  603,  p.  607 

Objects  of,  Graham        -  4934-41 

about  One-fifth  of  total,  approved,  Currie 

10,555-60,  10,649-59 
One-third  of  total  of  whole  amount  in  excess  of 
26  millions  advocated,  Schuster     11,074,11,109 
for     Portion    of,   desirable   owing  to   probable 
difficulty  in  future  of  finding  sufficient  short- 
dated  securities,  Abrahams       -         -      639-40 
Poi-tion  accumulated  for  support   of  exchange 
should  be  held  in -England,  not  India,  CoU 

.3403-6,  3431-5,  3554-8 
ideally  Preferable  to  securities,  and  in  any  case 
short-dated  securities  preferred.  Barrow    ' 

3102-8 

Present  amount,  Chunilal        -  -  p.  763 

Question  of,  Le  Marehant        -         -  7637-8 

Question  of,   and  of .  connection  of  .  amount  of 

general  balances  with,  Abrahams  764-73, 

■  •         ■  '  .    •  p    ggg 

Question  of,  Toomey  and  Fraser      -  2711-2, 

2783-96,2986-96 
too  'Small  and  whole  amount  preferred,  in  gold, 

Webb  -         -  '     6041-5,  6289-94 

not   Sufficient  if   no   gold   in  paper  cun'ency 

reserve    or     easily  available,  in,   London,  Le 

Marehant  '  7620,  7622-5 

Sufficiency     of,      arguments     in      fa,vour      of, 

Abrahams    -         .         .         .  '  '    p_  91-4 

"WTiole  amount  in  gold  the  ideal,  Beid  7509 

Whole    amount   should   be    held    in,    Pandya, 

9738-41,  p.  641 ;  Harrison,  10,254-5, 10,260-76, 
10,345-6,  10,355;  'DftW;  11,277,  p.  680. 
Wholte  or  as   miich  as  possible  should  be  in, 

Beed-        .  9947,9953 

Gold  or  short-dated  securities  prefeired,  Abrahams, 
577-9,  p.  88;  ^cLeod,^.  597;  Beid,  7382-3. 
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Gold  Standard  Reaevve-^contmaed. 
'.Form — continued.     -        •   ■     ■■    ••     ,  .^ 

Gold  or  gold  securities  '  advocated,   roomei/   and 
■     Fraser        -  -         -  2584,  p.  536 

Gold,  rupees  and  sterling  securities  approved,  and 
■opinioMS  re  amounts,  JtfcEd6er*  -        -p.  549 

Half  in  gold  or  rupees-,  bulk  in  London  in  gold 
'"  advocated,  Sm<7i  -  .  .  8586,  p..  616-7 
Hali  in  India  in  sovei:eigns  and  half  in  London  advo- 
cated, Sassqon  David  -  -  p.  716 
History  of ,  :46raiiams  '  ....  ^  568-70 
Letter  of  Bengal  Chamber  of  Commerce  re,  6th 
September  1907,  ^6raAams  ■  -  p.  174 
Liquid  gold,  see  actual  Gold  above. 
Opinion  of  Punjab  Chamber  of  Commerce,  1911, 

p.  713 

Question  of,  Beed       -  -  10,113-6 

Question  as  to  intentions  of  Fowler  Committee  re, 

Abrahams      -  ....  559 

Securities :  ' 

Advantages,   and  approved,  Abrahams,   635-8, 
727-^6,  p.    88;    Howard,   p.   586;   MoLeod, 
p.   598 ;   (Bengal    Chaulber    of    Commerce), 
p.  605,  p.  607  ;  Sundara  Iyer,  p.  629. 
Ainount :    ' 

7  niillions  should  be  maximum,  Webb    p.  560, 

p.  569 
20  millions  advocated,  McBdbert  -       '  4020-2 
Change  in  investments.  May  19il3,  Newmarch 

".     V '^\       .     '  „'    ■-'  1797-9 

of  certain  Colonies  should  tje  disposed  of ,  Pandya, 

p.  642 
'Correspondence  between  Government  of  India 
■   ''    and  Secretary  of  State,  Abrahams     p.  129-30 
no  liaagfer  frdm.  Hunter  6443-9,  6451-2,  p.  592 
a   Departure  from  intentions  dif  "t'owler  Com- 
mittee,  Boss'!, '  3896';"  ie  'Marehant,    7727-34  ; 
"TTetb,  p.  56i:     ,    '       ,.,',,., 
not    a    Depai'tttire    from    recommejidatioiis    of 
Fowler  Committee,  Abrahams  -     559,  8X2-24, 

,  ;■,  .  1098-100 

Description  of,'  boiiglit,   sold,  and    discharged 
at  maturity,   1901-2  to  ,1912-13  and  prices, 
Abrahaks    -        -■        -         -      '-;  p\' 99-102 
Desirable,  so  as  not  to  have  mon6y  lyihg  idle, 
Dimbar  -  7887-96 

Distinction      between      investment    of    paper 
currency  reserve  and,  Bdtrrow  -'        -     3080-1 
Improvement  ^n  form  in  which  held,  since  1907- 
1908  and  before,  Abrahams  -'       -  1057 

future  Investment,  stocks  with  maturities  wiser 
than  securities  with  no  datei  of  redemption 
fixed,  Le^Marehant       -         -    _  -  '  7621 

Investment'    of     greater      portion     advocated, 
interest  to  accuniulate  in  gold  coin,  Hamilton 
2386-7,  p.  519,  p.  527 
'  Letter  of  Secretary  of  State  re,  2nd  ^^1  1909, 
'         Abrahams    ■        -'      '-     '    -'     '  .•^'    p.  179-80 
Limitation,    coi-respondence    between    Govern- 
ment of  India  and  Secretary  pf^^.'Stat^,  1907, 
,\'[".Apfiikam^k'-    '-        -         -  ,      -  .  p.'160,  p.  163 
'  Liquiflcation  of,  suggestion  re,  Dalai,  11,415-6, 
p.  680;  Chunilal,  p.  766,  p..  767. 
' '   Loans  for  short  periods  instead  of  looking  up  in, 
Advocated,  Sassoon  David,  p.  716. 
if 'Loss  involved  by  sale,  gold  should  be  shifted 
from  ■  India, '  but  if  "profit  possible  should  be 
sold  first,  Webb  -         -        -        6277-81 

Objected  to,  We66,,p.  559,   p.   560;   Harrison, 

10,260-76,  .       ., 

not  Obiected  to,  with  sufficient  amount  of  gold. 

Cole    .   ^  -         -  3405-9 

no  Objection  to,  Inchtsape      10,815-31,  10,834-7 

■  'BaxtliBnlA.rs  re,  Abrahams  -         -         563-4 
Possibility  of  realising,  advantages,  Abrahams 

6a6-8,  641-5,  772;  825,  85»,  859-62  1101-7, 
Possibility  of  realising,  question  of,  McBobert, 

■  •  4069-70  ;  Webb,  6234 ;  McLeod,  7141-3. 
Question  of,  Meston    "  -         ■■■       '      9497-503 
not  Repayable  or  pd^able  at  distant  date,  should 

be  disposed  of,  Pandya        -         ■  p.  642 

Eeply  to  criticisln,"JV^eMm«w;cfe  ,^  .-  1458-60 
Sale- of,  question^i^r^pult  qtAhrkha^s,  641-5, 

659-62;  Le  Marehant,  7735-40., 


Grold  standard  B,eaevve— continued.  ■ 

FOEM — continued.  •■' 

Securities — continued. 

gradual   Sale   of    all  -  irredeemable  stocks  and 

holding   of  English  portion    in   short-dated 

securities,  loans  against  securities  and  gold  at 

Bank  of  Engl&,nd  advocated,  Currie  - 10,545-7, 

iO',557-6!Os  10,596-602,  10,622-41,  p.  669 

Securities   due  lor  early  redemption  at   fixed 

date,  desirable,  Howard       -         -         -  p.  587 

Short  term :  ; 

Advocated  as  far  as  possible,.  Toomey   and 

Fraser     -.      '-.       -       '-  2584,  p.  536 

,  Approved,  Thachersey  •        -p.  719-20 

not  N&oesea.ry,  McBabert     -  '"4023-5 

'"Preferred,  but  others  should  not  be' definitely 

excluded,  Cojfi  ■        -  .       •       .-     3410 

Statenient  of  investmelits  shoiild'  be  ptiblished 

'  monthly,  DaM    ^        -        '-'        -"        i  p.  680 

Statement     of     stock    and    securities,      1913, 

Abrahams  •   '  -  p.  203 

Suggestion  re,  McBobert  ■  -  p.  549 

Telegrams  between   Viceroy  and   Secretary  of 

State  re  shipment  of  gold  for  investment  in 

England,  Abrahams     -         -   '     -         -  p.  128 

not  as  Useful  as  gold  in  crisis,  Cole  -     3413 

Valuation  of,  31st  March  1913,  interest  received^ 

loss    on '  sale,    depreciation,   and    net  profit, 

Abrahams  -        . '  '     .        1    p.  98 

'  Silver  :    ' 

see  alio  Subsidiaiy  Branch  in  India  below. 
1900-9   -    "     -  -  -  p.  190 

Correspondence   between   Punjab   Chamber  of 
Coinmerce    and    Goveiiijnent   .of    India    re, 
1906-7        ■:'--'       -     V-  706-10 
Holding  of,  in  India  necessary.  Hunter    6433-4, 

'  .       p.  592 

Need  for,  5cir7-0M)  ,    -         -   '  3078-9 

Objection  to,  Toomey  and  Fraser,   2584,  2595, 

2S9.9,  3615-26,  p.   536  ;  Wehi,   6;104,  p.  559, 

p,  560;;,OA,wWJaZ,,p.,764,  p.  767. 

Rupees  should  be  held  in  India  and  made  available 

for   advances    to    banks    at    6   per   cent,    on 

security  when  bank   rate   over   6   per  cent., 

McBobert        "     ■      "'■         -'    '  -   '      -p.  549 

Suggestions    re,    Abrahams,    p!'    88-9 ;     Forrest, 

'  '  p.'700'.'    " 

Holding  of,  by  Central  Bank,  see  under  Functions 

under  Central  or  State  Bank. 
Increase  of  gold  currency' at  expense' of,' would  make 
exchange  less  stable,  Abrahams  -  -1209-17 

India  office  balances  not  affected  hy,  Abrahams     109 
India   Office   transactions, ,  1st  September   1907    to 
31st  December  1908,  Abrahams  p.  92,  p.  106 

Indian  bx-anch,  see  Subsidiary  branch  iu  India  belovj. 
Intermingling  of,  with  paper  currency  reserve  and 
Treasury  balances  at  option  of  India  Office  com- 
plained of,  T^e6&         -  -         -]       -  p.  559 

Location  :  . . '  ,  , 

Appi'oypd,  Hunter  •         -  6432 

of  Bulk,  in  London,  silven  portion  ^only,  in  India, 
advocated,  McBobert  4017-8,  4021 

History  of,  Abrahams  -  568-70 

in  India :  ^       '        '  ' 

Address  of  Karachi  Chamber  of  Commerce  in 
favotu-  of  holding  bulk  of  gold  in  India,,  and 
reply- of  Viceroy,  i4'6r«fei»a«  .•  it-.  1  .  p  295 
Advocated  and  reasons,  Webb,  6044-6,  6052-63, 
6178-9,  6230-^;  Beed,  9954-68,  9974, 
10,038-42,  10,048-56;  DaM,  25,117-71, 
11,310-35,,  .u.  671-7,  p.  680;  Chunilal, -p.  ;?64:, 
p.  766-7. 
Disadvantages,  Abrahams        630-4,  7,17,  942-7, 

p.  89-91 

,of.    Portion    approved,  ,  but     not    essential    if 

siifficient  mpees  and  sovereigns  held  in  paper 

currency  reserve,  Howa/rd    -        -        -  p.  587 

'  in  India  or  London  not  very  material,  and  either 

would  be  effective,  Incheape       '      '  -     10,808-13 

Indian  opinion  re,  question  of,  Abrahams  629 

Keeping  of  20  niillions  in  India  and  10  millions 

in  England  in  gold,  and  everything  else  made 

out  of  currency  in'sterling  .secarities,  objections 

to  proposal,  ..46raAams .  -         -     "-  679-81 
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ROYAL  COMMISSION   ON   INDIAN   FINANCE   AND  CURRENCY: 


Gold  Standard  Reserve — continued. 
LocATiOK — contirmed. 
in  London : 

Advantages,  and  need  for,  Abrahams,  628, 631-4, 

908-11,  936,  p.  89,  Toomey,  2979-85 ;  Hunter, 

6435-6,  p.  592 ;  Le  Marchant,  7632-6. 

Advocated,    and    reasons,    Hamilton,    2384-5, 

p.   519,    p.    527;   McLeod,   7000-2,  p.   597; 

(Bengal    Chamber    of    Commerce),    7137-9, 

p.    602-3;    Boss,    p.    546;    Dunbar,   7876; 

Haarison,  10,255-9;  Schuster,  11,053-4. 

Amoimt  to  whicli  reserve  to  accmnulate  before 

profits  on  further  coinage  used  for  capital 

expenditure,  Abrahams '  •         p.  90-1 

Appropriation  for  needs  of  State  feared  in  time 

of  crisis  or  panic,  Webb  6057-8,  6064-73, 

6230-3,  6288 
Approved,  Graham,  4931-2 ;  Meston,  9081,  9423 
Consideration    of,    as     possible     resource     for 
England,  no  importance  attached  to  sugges- 
tion, Howard  -         -         -         -  p.  586 
Criticism  that  reserve  tends  to  become  rather 
a  reserve  for  London  money  market,  disagreed 
with,  Abrahams  ...  627 
Criticism  of,  as  in  interests  of  London  money 
market,  entirely  wrong,  Toomey            -     2985 
Desirable  as  resource  against  fall  in  exchange, 
Newma/rch  -         -         .         -                 ■-     1361 
no  Distinction  in  use  of  gold  in  paper  cun-ency 
^                    reserve    and  with    reference  to    support    of 
exchange,  Abrahams                                   762-3 
of  Gold,  objection  to,  Webb     -  '                -  p.  560 
Gold  and  sterling  securities  should  be  held  in, 

McBobert p.  649 

Gold  shoxdd  be  ear-marked  at  Bank  of  England, 

McBobert,  p.  549 ;  Smith,  p.  617. 
of  Greater  portion  approved,  and  reasons,  Barrow, 
3098-100,   3115-20;   Howard,  8254,  p.  586; 
Cwrrie,  10,541-4,  p.  669. 
Mostly  in  gold  and  a  little  in  securities  advo. 
cated,  Swndara  Iyer    •        -      8913-4,  p.  629 
Reason  for,  and  considered  in  interests  of  India, 
Bhupend/ra  Nath  Mitra    4652-8,  4853-9,  4867 
not  Taken  into  account  in  any  market  calcula- 
tions    in     London,     Cole,     3411-2 ;     Cwrrie, 
10,660-2. 
of  "Whole  amount  advocated,  Toomey  and  Fraser 
2584,  2596-8,  2755-8,  p.  536 
Management : 

Puller  information  to  public  desirable,  Abrahams 

907 
Policy  re,  confidence  weakened  by,  Beed         9955, 

9957, 10,043 
Question  of,  Abrahams  ....  704-9 
Want  of  confidence  in,  in  India,  Beid        7364-80, 

p.  573 
Want  of  confidence  iu,  by  public,  caused  by  action  . 
of  Government  in  diverting  fvmds,  &c.,  in  1907, 
Howard-        -  -        .       8261-3,  p.  587 

Minute  by  the  Hon.  Sir  E.  Law,  1900,  Abrahams 

p.  114-21,  p.  123-6 
Minute  by  Lord  Curzon,  1900,  Abrahams      p.  121-2 

Object  of: 

Main  function,  for  exchange  purposes,  but  can  be 
used  for  other  pui-poses  in  exceptional  circum- 
stances, Balal        -  -        -      11,316-23 
for  Maintaining  exchange  only,  should  be  stated, 
Sundara  Iyer  -         .         -  -  p.  629 
Primary  and  main  object  of,  Abrahams,  1096-7  ; 

Mestcm,  9080,  9087. 
to  Provide  gold  in  India  if  required,  Webb 

6047-51,  6199-203 

to  Support  exchange  and  (through  silver  branch) 

to  supply  rupees  in  exchange  for  gold  when 

abnormal  demand  for  rupees,  Bhupendra  Nath 

Mitra     -        -        -  -  4639-51 

Origin,  distinction  from  origin  of  paper  currency 

reserve,  Abrahams      -  -         -  756-61 

Original  purpose  of,  and  modifications  p.  154-5 

not  Peculiar  to  India,  Abrahams     -        -        -  877-9 

Policy  of  India  Office  coming  nearer  to  that  advo- 

cated  by  Government  of  India,  Mestim        -     9075 

Position,  1907 p.  157 


Gold  Standard  Reserve — continued. 

Position  of,  question  in  Parliament  9th  July  1907  by 
Sir  Edward  Sassoon,  and  reply  by  Mr.  Morley, 

Abraha/ms p.  159 

Publication     of     information    re,    correspondence 

between  Secretary  of  State  and  Government  of 

India  re,  Abrahams     -        -         p.  181-2,  p.  205-7 

Purposes   of,  and  difference  from  that  of  gold  in 

paper  currency  reserve,  Abrahams  549-58,  689-91, 

951,  p.  87-8 

Remittance  of  profit  on  coinage  of  silver  to  London, 

Abrahams  ......  560-3 

Returns,  more  interest  taken  in,   diu-ing  last  five 
years,  Chu/nilal  -  ....  p.  765 

Sale   of  securities  in  paper  currency  reserve  and 
application  to,  not  considered  practicable.  New- 
m^rch        .......     1427 

Silver  branch,  change  of  name  to  Indian  bi-anch, 

correspondence  between  Government  of  India  and 

Secretary  of  State,  1912,  Abrahams  p.  205,  p.  206-7 

no  Statutes  governing,  Abrahams  -        -        -  701-2 

Stattjtoey  begttlations  : 

Address   of  Karachi   Chamber  of   Commerce   in 

favour  of,  Abrahams  -  p.  195 

would  be  Advantageous,  Beid  7381,  7568-9 

not  Advocated,  Bhwpendra  Nath  Mitra,  4709  ;  Le 

Man-chant,    7627-8;   Howard,    8262-4,  p.  587; 

Harrison,  10,423-5. 

Attitude  of  Government  of  India  re,  Meston    9098 

Desirable,  Boss,  3631-40,  3733-9,  3904-7,  p.  544, 

p.   546;    Webb,   6122-4;    Beid,   7381,   7568-9; 

Beed,  9954-6,  9969-74 ;  Chwnilal,  p.  764. 

Direction  in  which  desired  and  not  desired,  Meston, 

9445-51 

Letter  of  Government  of  India  re,  6th  July  1911, 

Abrahams        ...  -      P-  194-51 

Strengthening,  advocated,  Hamilton      -        -  p.  529 

SrBsiDiAET  Beanch  in  India  (silver)  : 

Abolition,    possible    methods    of    carrying    out, 
Abraha/ms        .....  p.  96 

Advantage  of  (and  considered  as  practically  part 
of  currency  reserve).  Boss        -  3641-4 

Amount  of,  and  correspondence  between  Govern- 
ment   of    India    and    Secretairy    of    State   re, 
Abrahams         p.  94,  p.  183,  p.  185-94,  p.  196-8, 

p.  207 

Amount,  policy,  Newmarch         -  p.  245-6 

Amounts,  1907-8  to  1912-3,  Newma/rch      -  p.  254 

Approved,  Barrow,  3101-2 ;  Howard,  p.  587. 

Borrowing  from,  to  meet  bUls  and  transfers,  ve- 

cognised  as  to  be  resorted  to  only  in  extreme 

Tirgency,  Newmarch  -         -         -  p.  224 

should  be  Closed,  Dalai      -  -  11,336 

Decrease,  inadvisability  of,  letter  of  Government 

of  India,  30th  September  1909,  Abrahams  p.  183 

Departures  from  normal  amount,  Abrahams 

1002-4,  p.  97 

Difficulty  of  question,  Schuster  11,041-5 

Dislike  of,  in  India,  Forrest  -         -  p.  700 

might  be  Done  away  with,  with  power  to  make 

tempoi-ary  investments  of  paper   currency   re- 

serve,  Barrow  3080,  3196-7 

Establishment  of : 

Correspondence  between  Government  of  India 

and  Secretary  of  State,  1906,  Abrahams 

p.  139^3 

Reasons  for,  Abrahams,  713-4,  p.  94 ;  Howard, 

8256-8. 

Form,  securities  not  approved,  Howard       -p.  587 

Gold   or   mpees   may  be   held  as   circumstances 

warrant.  Smith        -  -         -         -  p.  616 

History  of,  Newmarch         -  -       p.  244-5 

Holding  of,  in  i-upees  : 

Admitted  to  be  not  easily  comprehensible  to 
public,  Abrahams  -        .       784 

Correspondence  between  Government  of  India 
and  Secretary  of  State,  1906,  Abrahams 

p.  144-6 

as  Last  line  of  reserve  for  rupees  considered 

important  by  Government  of  Lidia,  Abrahams 

11,507-10, 11.513 

Increase  of  paper  currency  reserve  and  abolition 

of,  disadvantages,  rupees  more  easily  obtained 

from   gold  than  from  paper  currency  reserve, 

Abrahams 651 
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Gold  Standard  Reserve — eontinued. 

Subsidiary  Branch  in  India  (silvbe) — continued. 
Investment  in   shares   of  Central  Bank,  sugges- 
tion, Hunt^  6500-2,  6775-7,  6948-53 
no  JustificatJon  for,  and  mistrust  caused  by,  Beed, 

9999-10,003 
Lending  from,  not  desirable,  Barrow  3053^,  3253 
Loans  from,  1906  to  meet  sales  of  transfers,  and 
purchase  of  silver  to  repay  ■      ' 
Correspondence  between  Government  of  India 
and  Secretary  of  State  re,  Abrahams  p.  151-2, 
p.  154,  p.  197,  p.  204,  p.  206 
•Telegrams  between  Ticeroy  and   Secretary  of   , 
State,  1906,  Abrahams         -        -  147-51 

Maintenance  of : 

Desired  by  Grovernment  of  India,  and  reason, 
Meston    -         -  -         ,    9439,  9442-3 

Unanimity  of  opinion  between  Government  in 
India  and  Government  at  home,  Abrahams 

654-5 
not  Necessary  if  sufficient  gold  available  for  pur- 
chasing silver,  Sunda/ra  Iyer  -        -        -     8907 
Object  of,  Bhupendra  Nath  Mitra,  4639-51,  4691 ; 

Inchca/pe,  10,804-5  ;  Abrahams,  11,503-13. 
not   Objected    to,   MoBiobert,   4026-32;    Dunbar, 

7892-4. 
not  Objected  to,   but  holding  of  sUver  in  paper 
currency  reserve  would  be  preferred,  McLeod 

7244-6 

no  Objection  to,  but  more  logical  to  hold  reserve 

only  in  gold,  Thackersey  -  ■         ■  P-  720 

OpLttion  re,  Harrison  -  ...  10,313 

Policy  re,  correspondence  between  Government  as 

of  India  and  Secretary  of  State,  Abrahams 

p.  198-9,  p.  201,  p.  204-5 
Practice  of  meetii^  bills,  &o.  frova.,Abrahams  580-3 
Profit  on  coinage  of  rupees  credited  to,  Abrahams 

715-6 
Replacing  of  silver  in  excess  of  6  crores  by  sterling, 
correspondence  betwesn  Government   of  India 
and  Secretary  of  State,  1909-10,  Abrahams 

p.  185,  p.  187 

Serves  much  the  same  purpose  as    addition    to 

paper  currency  reserve,  Abrahams  -  650-5 

Temporary   loan    from,     for     strengthening     of 

Treasury     balances,    correspondence    between 

Government  of  India  and   Secretary  of  State, 

1906,  Abrahams  P-  144-6 

Transfer  to  paper  currency  reserve  in  exchange 

for  gold  : 

Advocated,    Webb,   6269-76,    p.    560;    Meston, 

9240-5,    9440-1;    Schuster,    11,046;    Dalai, 

11,415,  p.  680  ;  Forrest,  p.  700. 

Oorresnondence  between  Government  of  India 

and  Secretary  of  State  re      -       p.  199,  p.  201 

Difficulty,  Barrow  -  -  3078-9,  3087-90 

no  Objection  to,  Le  Marchant,  7629-31 ;  Howard, 

8255,  8259,  p.  588. 
Question  of,  and  disadvantages,  Abrahams 

785-91,  p.  94-5 

Used  on  several  occasions,  Abrahams  834-7 

System    approved,  but     simplification     suggested, 

Howard     -  -         "  P-  ^86 

Title  of  gold  reserve  preferred,  Webb  -     6038 

Transfer   of    gold  from    Treasury    to    currency  m 

England,  particulars  re  proceedings,  Abrahams 

571—5 

Transfer  and  retransfer  of  funds  between  London 

and  India,  1907-9  and  1908-11,  Newmarch  1571-6, 

p.  224 

would  be  Unnecessary  with  establishment  of  gold 

cmTency,  Webb,  5305,   5752-6,   5802-10,   5835-8, 

5874,  6039,  6127-40 ;  Pandya,  9689-96,  9740-1, 

9760-1 ;  Dalai,  11,278, 11,283-5. 

Use  of,  should  be  restricted  exclusively  to  mamtam- 

ing  exchange,  Boss,  3646  ;  Chwnilal,  p.  767. 
Use    of,   only  for  supporting  exchange  advocated 
imtil  definite  figure  reached,  Meston       9098,  9445 
free  Use  of,  for  support  of  exchange  on  adverse 
balance  of  trade,  should  be  made  statutory,  Beed, 

yy  /U  o 

Use  of  sovereigns  to  buy  silver  and  keeping  of  sUver 

in  India,  justification,  Abrahams         -         ■  692-4 

Use    of,    for    reproductive    purposes,    suggestion, 

Hamilton  -  ...         -       2415-40 
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would  be  Used  first  for  support  of  exchange,  gold  in 
paper  currency  reserve  being  treated  as  subsidiary 
reserve,  Newmarch     -         -        -         -       1384-91 
Use  of,  to  maintain  exchange,  1907-8,  Abrahams 

792, 1041-2,  p.  88,  p.  153,  p.  168 
Goschen,    Lord,   proposals  re  gold  and  small  silver 
notes,  Frewen,  9580-1 ;  Harrison,  10,409. 

Government  of  India : 

Greater  freedom  of  action  should  be.  allowed  to,  in 
matters  of  local  concern,  Webb,  p.  570 ;  Ghunilal, 
p.  769. 

should  be  Given  free  hand  with  certain  exceptions,   ' 
Forrest       -  p.  700 

Relations  with  India  Office,  Meston        -  9470 

Government  departments,  brokers,  method  of  payment, 

Scott    -        -        -  ...      2098-100 

GRAHAM,  James  N.      -        -        -        -    4869-4955 

Balances  in  England,   unnecessarily  large  floating 

balances  undesirable  -        -        .        -      4898-905 

Central  or  State  Bank: 

Board  of  Directors,  Government  should  be  repre- 
sented, but  majority  would  be  representatives 
of  shareholders       ....        4879-80 
Consideration  advocated    -  -        -     4872 

Deposits,   question   of    attracting  treasure    from 

hoards  4885-8 

Functions : 
Advocated : 

Exchange  business  as  far  as  sale  of  Council 
Bills  concerned,  not  general  exchange 

4876,  4889-91 

Loaning  of  balances  -        -  4873-4 

Management  of  currency     -         -         -     4875 

Purchase  of  silver  for  coinage      -  4943-5 

general    Banking    business   throughout  India, 

question  of  ...    4877 

Government  control  would  be  necessary  4947 

Local  boards  in  separate  Presidencies,  suggestion 

4881-2 

Nature  of,  would  be  a'  new  departure  absorbii^ 

Presidency  banks  -        -  4880 

Reasons  for  advocating   -    4873,  4883,  4892,  4948 

Council  Bills  and  Transfers,  sale  : 

Allocation  over  year  according  to  what  might  be 
convenient  for  Government  and  pubhc  desirable 

4896-7 
in  Excess  of  requirements,  not  advocated    4912-5 

Gold  currency : 

Changing  of  gold  coin  should  be  always  possible 

4928 
Mohurs,  dies  prepared  for,  1835  -         -     4922 

10-rupee  and    5-rupee    pieces,   attempted  intro- 
duction, 1870  -  -        -  4922-3 

Gold  Mint: 

Advocated,  and  reasons  -       4919-26,  4930 

Sovereign  or  coin  identical  with,  in  weight  and 

fineness, -should  be  coined  4920-1,  4924 

Gold  reserve   and  restriction  of   coinage  of  silver, 

desirable  4916-8 

Gold  Standard  Reserve  : 
Gold  in,  objects  of  -  4934-41 

Location  in  London  approved     -  4931-2 

Lending  by  Government  in  India,  loans  to  Presi- 
dency banks  preferable       -         -        -  4906-9 

Loans  issue  of,  in  India,  advocated  as  far  as  possible 

4910 

Paper  cm-rency,  no  objection  to     -        -  4929 

Revenue,  surplus,  use  of,  for  development  works 
desirably    -        -      --  -        -  4901-4 

Silver,  purchase  of,  for  coinage,  business  would  be 
better  carried  out  through  bank-         -  4943-5 

Sovereigns,  obtained  easily  in  India  4927 

Grants,  criticism  of  system,  Thackersey     -  p.  717 

Hambro,  E.  A.,  note  by,  re  establishment  of  central 

bank,  1898,  Abrahams p.  357 

"FT  AMILTON,  Sir  Daniel  MacKinnon  :      2275-2561, 

p.  518-536 

Agriculture,  need  for  financial  system  for  encoui-age- 

ment  of,  and  scheme      -     2480-5,  p.  524-6,  p.  527 

Bal9.nces,  high,  no  objection  to       -         -  2278-9 
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ItOYAL   COMMISSION    ON    INDIAN    FINANCE   AND    CURRENCY: 


HAMILTON,  Sir  Daniel  Maokinnon — continued. 
Banking  in  India,   defect,  .no  provision   made   for 
financing  agricnltm-e,  and  need  for     -       '  2480-5, 

,     p.  524-6,  p.  527 

BOEEOWING  BY   GOVERNMENT  : 

•  Question  of  effect  on  exchange  -  2423-9 

Scheme  2292-305,  2394^01,  2436-7,  2352-3, 

2468-75,  2508-28,  p.  519-20 

Central  or  State  Bank,  not  necessary  -     2459 

OO-OPBKATIVE    CeEDIT   SySTEM  : 

"  Co-operation  in  India,"  by  S.  H.  Freemantle 

p.  530-6 
Development,  need  for  2483-5,  p.  524-6,  p.  527-8 
Need  for  men  to  develop,  and  scheme  2484,  p.  525, 

p.  528 

Council  Bills  and  Telegeaphic  Teansfees  : 
Sale  of  : 
in  Excess  of  requirements,  advantages  2548-52, 

p.  521-2 

Government  should  sell  ■  as  many  as  trade  will 

take  -  -  -         P-  51S,  p.  526 

at  Is.  Id.  advocated  2411-3,  2477,  2538 

Total  capital  given  to  India  hy,  and  loss  that 

wdidd  retalt  in  absence  of  system        -  p.  522 

System  approved  -        -        -     2280 

Deposits  with  London  joint  stock  banks,   reply  to 

criticism  -         -  -         -         -  P-  518 

Duke,   Sir    William,   speech    of,   5th   March   1913, 

quoted  -  -    '    -     p.  519-20 

Exchange,    rate  of,  increase   above  Is.  4^d.,  exports 

curtailed  and  gold  standard  reserve  weakened 

p.  527 
"  Gamble  in  Rain  "  ■ 

Condemnation  of  system  2284-305,  2431-40, 

p.  519-20 
Explanation  -        -       2284-90,2298-300 

Gold  : 

Balance,  increase  desirable  p.  520,  p.  528 

in  Circulation,  none  seen  in  Bengal    2407-8,  2542 
Export    to    India,   qiiestion   as   to  possibility  o 
preventing  2529-38 

Hoarded  or  in  circulation,  loss  of  produce  to  India 
from         2295,  2318-25,  2403-5,  2409-10,  2444, 
2473,  2476-9,  2488-92,  p.  521,  p.  522-3,  p.  527 
Holding  of,  by  Governrnent,  to  interests  of  India 
'  ,  p.  526-7 

Issue  in  exchange  for  silver  or  paper.  Government 
should  reserve  right  to  refuse  p.  523,  p.  527 

in  London,  use  of,  not  lost  to  people  in  India 

■  p.  527 

should  be  Used  for  development  of  India  rather 

than  for  lending  to.' London  banks  and  financial 

houses,  and  scheme  p.  520-1,  p.  527 

Gold  Cueebncy : 
Fowler  Committee  quoted  re       •         -         -  p.  523 
Government  should  discourage  use  of  2316, 2^6-90 
Objections  to     -         -  2443,  p.  523 

Gold  Mint  in  India,  objected  to     -  2466-7 

Gold  Standard  Besbevb  : 

Bullion,  unnecessary.     -  -         2387,  2414 

Investment  of  greater  portion  advocated,  interest 

to  accumulate  in  gold  coin  p.  519,  p.  527,  2386-7 

Location  in  London  advocated         2384-5,  p.  519 

p.  527 
Strengthening,  advocated  -  -  '  -  -  p.  529 
Use  of,  for  reproductive  purposes,  suggestion 

2415-40 

HOAKDING  or   gold  : 

Increased         -  -        -        2441-2,  p.  523 

Question  as  to  extent         2406-8,  2540  -2,  -2553-4 

India    Office,    Finance    Committee,;  suggestion    re 

constitution  -        -  .     2460-5,  p.  526,  p.  528 

Lending  by  Goveenment  op  India: 

from  Balances  or  paper  currency  reserve  immaterial 

•   2454-6 

G-ovemment  bond  to  be  kept  as  part  of  investments 

of  paper  currency  reserve,  suggestion  2392—401, 

p.  521 

to  First  class  banks  at  1  per  cent,  under  London 

Bank  rate,  for  purposes  of  trade,  scheme  2368-81, 

2493-6,  p.  529 

Freely  to  first  class  banks,  when  required  to  fiance 

trade,  advocated  -        -      2367,  p.  5l8-9,  p.  527 


HAMILTON,  Sir  Daniel  MacKinnon— -cowiM^Mfle?- 
Lending  by  Goveenment  op  India — continued. 
no  Limit  suggested  as  to  amount  -    244-j 

Secm-ity: 

not  Considei-ed  important        -         -  2447-8 

Possibility  of  banks  providing,  question  as  to 

extent         -  -     •  -      ^497-503 

Short  loans  desirable  as  matter  of  business,  but 

not  necessary  for  safety  -        -         -        2449-53 

Lending  by  Government  in  London,  approved  only 

if  money  could  not  be  better  used  in  India  2281-2 

London  money  market,  condition,  importance  of,  to 

India,  -  '  ■-        2309-12 

Notes,  Government  should  encom-age  use  of    2313-5 

Paper  Ctjreency  Bbseeyb  :    ■ 

Coined  silver,  lending  of,  to  Treasury  department 

when  required  by  trade,  suggestion    r ,.-  i-  p.  529 

Gold  portion : 

in  Excess  of  amount  needed  to  encash  notes, 

and  use  of,  for  strengthening  gold  standard 

i-esei-ve  and  reproductive  pm-poses.  advocated 

2306-12,  p.  528-9 

12  millions  in  hand,  being  difference  between 

gold  written  at  15  and .  at  22  rupees .  to  the 

sovereign         2306-8,  2331-6,  2429-30,  p.  521 

,    Use  of,  for  development  of  railways  and  ihiga- 

i   tion,  scheme  2306-12,  2326-66,  p.  529 

should  be  Held  partly   in  London  and  partly  in  , 

India      -        -         -     ,   -         -  ,  -  p_.  527 

Investment  portion  of,  decrease,  and  loss  to  India 

from  .  -         -        p.521,  p.  527 

SUver,    sufficient  .must    be     kept    in    hand    for 

encashment  of  notes  and  rest  lent  out  at  interest 

to  Treasury  balance  department      -       2388-91, 

I       r     2526,  p.  519,  p.  527 

Presidency  Banks: 

Board,    representation    of    exchange    banks   and 

Government  on,  suggested        -      p.  526,  p.  528 

Linking  up   of,  with   co-operative   credit  system, 

advocated  -  .  p.  526 

Rupees,  coinage    of  aveiuge  number  required,  and 

little  more  every  year,  advocated     2555-61,  p.  529 

Taxation,  increase  desirable  for  good  of  the  people 

2382-3,  p.  518-9 . 

Hamilton,  Rt.  Hon.  Lord  George: 

Despatch  re  gold  standard  resei-ve  and  investment  of 
paper  currency  reserve,  13th  October,  1900, 
Abrahams  -  -         -         -        p.  126-8 

Despatch,  4th  May  1899,  objecting  to  proposal  re 
temporary  loans  to  Presidenby  banks  at  less  than 
Bank  rate,  Abrahams         .  i ,     .  .p.  62-4 

Despatch  re  loans  to  Presidency  banks,  4th  May 
1899,  Abrahams         -         -  .         .        p.  2 

HARRISON,  F.  C,  C.S.I.  ,  10,156-478 

Balances : 
in  England: 

Decrease  desired      -  lo  194 

System  of  management  ci-iticised  10,193 

High,  reasons     -  -  10,158-76 

m  India,  treasuries  worked  with  minimum  amount 

compatible  with  proper  discharge  of  functions 

10  182—3 

Question  whether  ba,lances   belong   primarily  to 

India  and  sm-plus  should  only  go  to  England 

61  vice  versa  ■-'        -         .         i         ^-      10180-2 

Bombay,  Bank  of,  failm-e  in  1866  refeiTed  to  '  10183 

Budget    estimates,   caution    due  to  vicissitudes   of 

weather  and  to  weak  position  of  Finance  Minister 

10,158,  10,177-9 
Cbnteal  oe  State  Bank:  : 

Ama^mation  of  Presidency  Banks,  objection  to 

T^.  ■  i  10,332 

Disadvantages  and  difficulties     -         -  10,331 

Council  Bills,  sale,  present  system  preferred  10,552-4 
Currency,  people  should  be  given  form  they  desire 

10,542-51,  lQ,437-'9,  10,478 
Currency  chests ,  use  of ,  to  economise  Treasuiy  balances 

-r,  10,183 

Exchange :  - 

Crisis  of  1907,  gold  should  have  been  issued  at 
once  and  freely        -        -        '.  .10,209-11 
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HARRISON,  F.  C,  G.S.t—eontinmd. 
Exchange — continued. 
Fall: 

Drawing   on  central  resierve  the  quickest  and 
simplest'method  10,212, 10,215, 10,220, 10,245, 

'10,442-3 
'  Free  issue  of  gold  advocated  in  case  of  10,210-50 
Possibility  of  supporting,  by  means  of  reserves 

,    ;   ;  10,432-6 

"Value  of  "gold  in  circulation  for  support  of 

10,408-22,10,455-74 
EicHANGE  Banks: 

Ant9,gonism  between  Presidency  Banks  and  10,333 
Undertaking  of  deposit  banking  by,  advocated 

';i0,333 
Gold: 

40  to  50  millions  against  total  currency  liabilities 

,,,.   ..flesirable    ,  -  ;    , -.   ,  ip,356-7 

Issue  in  1907,  proceedings  re         10,209,  10,232-7 

GoLd'CuEBENCY  : 

Advocated  and  advantages     10,277-312,  10,400-7, 

10,428-31,10,478 
Increase : 

Desired,  and  circulation  might  be  pushed  for  a 
,  .       time    -  '.         .:       .         -10,342 

Question  of  effect  on  gold  standard  reserve 

10,346-51 
might  be  Encouraged  by  giving  greater  facilities 

10,477-8 
Gold  Mint: 
Advocated  and.  reasons     ,  -      ,  -         -       10,322-3 
10  rupee  piece : 

•  ■Advocated       -         -  10,322-30,  10,384-400 

would  Compete  to  some  extent  with  lOrrupee 
..   npte,  but  mainly  with  rupee  -10,325 

Gold  Standabd  Rbsbkve  •  ^ 

Amalgamation  with  paper  ciu-renoy  reserve  advo- 
,     cated  .  .  -  10,277-312 

Amount,  i-egulatioii,  question,  of  basis      10,279-82 
Form :        ,        i  . 
Actual  gold : 

Holding  of,  in  London  advocated,      10,255-9 
TVhole  amount  should  be  held  in,  at  present 
''„_'';  '  '^  ■,  10,254-5, 10,260-76, 10,345-6, 10,355 
nSecurities,  objection  to  10,260-76 

Statutory  regulations,  not  advocated  -       10,423-5 
Subsidiary  branch  in  India  (silver),  opinion  re 
'    .  ,  10,313 

Lending  by  Government  i^  England  :       , 
through  Bank  of  England,  suggestion  re  lQ,338-40, 
''  o        .     OB  ,  10,358-83 

Obiection  to  present  system  10,193-g,  10,338, 

■  10,377 

Lending  by  Goyerament.  in.  In(iia,.,JJPt  adxofijited, 
increase  of  deposits  with  Presidency  Banks  pre- 
feri-ed  instead        ,  -  10,186-9 

Ldans'on  revenue  account,  issue  of,  in  India,  during 
first  months  of  year,  and  repayment  wlifn  revenue 
.collected,  question  of  -         -      ,  -    '     -       10,202-8 

Notes  :  „        ^  ■     ,  j 

Encashment,  increase  of  centres  for,  advocated 

Increase  in  circulation:  ■       ,         ,r\oiA 

Advocated  and  suggestion  re  method       - 1"'^1* 

Result  of  definite  policy  .        .-         -       10,316-9 

Universalisa,tion    of    higher    denominations    not 

advocated,  and  reasons       _  ■_     10,320-1 

Paper    currency'  reserve,    hard    cash    in,   decrease 

suggested  -10,314 

Presidency  Banks  :     ^  .  i  n  qqo 

Accesato  London,  question  oi    -        -         -JX'^oo 

Antagonism  between  exchange  banks  ami   -i^J,d'i<i 

Government  Deposits  :  iaiqqr 

in  Excess  of  fixed  minimum  -       ■'-"'^°^"„ 

,-])u.rease,suggested  ■         ■10.186-9,10,199 

Government  partnersbip  scheme  10,189-9J,  10,66^ 

Public  Works  Department,  difficulty  of  budgettmg 

owing  to  lapse  of  grants  in  10,168  b* 

Railways,,  Lapsed. Gbas^t^,;.  ,_        . 

Eajmarking  of,  question  of,  and  Pbiection^to         . 

.         ,  10,lo5-p,  JLU,l/i-a 

no  Tendency  towards  wasteful  expenditure  in  order 

toavcdd-  -        ■     ,".,.'        'ta'iqj 

Reserve  Treasuries,  reason  for  estabhshmg,      lU,io-J 


Herschell  Committee : 

Quoted  re  proposed  closure  of  Mints,  Frew'en  -     9519 

(p.  31-2) 
Referred  to,  Jfesioji       -  ...     9387 


Hoards : 

by  Agricultural  classes,  Fraser 


2949-50 


Attracting  OF  money  from: 
„  Attempt  should  be  made,  and  education  of  people 
advocated,  and  suggestions,  Beid         ■  7317-21. 
7389-94,  7490,  p.  575-6 
'  "  dauses,    TFe66,.  6282-5;  £e    Mm-chcmt,    7642-3; 
Swndaira  ly^r,  8939-41. 
by  Central  Bank : 
Anticipated,   Hunter,     6579-87;     Beid,     7390, 

7490-4. 

not  Likely,  JfcieotZ        -        -  -     7095 

Question  of,  Graham      -  ■  - .        4885-8 

Co-opera;tive    credit    system    tends    to,    Fraser, 

'  2972-5;    MeBobert.    4082,    p.    548;.  McLeod, 

7047-9  ;  Beid,  p  575. 
Desirability  of,  and  possibility  of,  a  strong  argu- 
ment in  favour  of  Sta|;e  Bank,  Schuster  11,214-6 
by  Extension  of  banking  facilities  more  probable 
than  bv  establishment  of  gold -mint,  Mbieod 

^  ^  7033-5 

by  Gold  mint,  see  under  Bullion  for  coinage  under 

Gold  Miut. 
Issue  of  railway  debenture  bonds  might  help,  Beid 
■7413-4,  7423-4,  "p.  575 
'  by  Issue  of  loans  in  India :     '   ' 

not  Anticipated,  MeBobert,  4080-1  iEwnter,  6357. 

•  '  Probable  li  people  educated,  Beid  7435-7 

gradual  Decrease  anticipated  as  people  educated  to 

use  of  gold,  Paridya  -         -  "      "     ,     P-  ^^1'  P-  ^57 

Difference    between     rupees     and    sovereign^     not 

realised  by  some  of  poorer  type,  Fraser     ■        2950 

Explanation  of  natm-e  of,  and  reason,  and  decrease 

anticipated   as  education   advances  and   railways 

constructed,  l^e56  -         -         5786, 6306-7 

Extent    of,    Smith,    p.    615-6;  Hamilton,    2406-8, 

2540-2,  2553-4 ;  Jgoward,  p.  584. 
Famine  would  bring  out,  Meston    -  9093-7 

Gifts  of  sold  ornaments  on  marriage,  pj-actice   of, 
Dalai         -                 -  11,301-6,  p.  672 

Gpid  in,  denial  of,  Dalai  -      11,300-6, 

'       '  p.  671^ 

little, Gold  in,  Pami%a,'9'723-4  ;  Tkacheriey,  p.  719 
Gold  gradually  displacing  silver,  Bhupendra  Nath 
Mitra,  4672 ;  Hunter,  6480 ;   Mestm,  9315 ;  Seed, 
9977-8. 
Gold!  in,  would  not   support   eixchange  m  time  of 
crisis,  Barrow,  3075 ;  Dunbar,  7920-1 ;    Chwnilal, 
....        .1  -  p.  764 

Hoarding  would  result  from  gold  currency,  Beid 

p.  574 
Impossibility  of  estimating  how  much  would  go  into, 

if  gold  oun-ency  established,  Barrow,  ,3094. 
Increasing,    Hamiltm,    2441-2,    p.    253;     Toom^y, 

2615-6,2950. 
Melting  down  of  sovereigns,  extent  ot  practice,  and 

reason,"'.16ra;^ams,  1132;  Hunter,  6862;  Sundara 

Iyer,  p.  624-6.  _        »      ,■,  » 

Middleman  has  difficulty  in  disposmg  ot^,gold  trom 

at  present,  Pand/ya     -  -  9733-5 

Natives    graduaUy    investing    more    m,  securities, 

Fraser        -         ■     .    -  ,      ."  2948-9 

■Nsttvireoi,  Fl'eetioood 'Wilson  "  ■'  -  ,,.11'^^^ 
Notification  of  readiness  to  exchange  bullion  lor 
■  notes  and  rupees  would  be  desirable,  Meston 

Ornaments,  Inchcape,  10,774-5  4  Dalai,  p.  672. 
Question  of,  MeBobert  3975,  p.  548 

Reasons  for,  Pa)idi/a  -     .  ".         -  P- 641 

Reasons  for,  and  laws  of  succession  and  mheritance  a 

cause.'B-urifer,  I).-  594,  6490-1;  Sundara  Iyer,  8938 
Reasons  for,  and  decrease  not  anticipated,  even  with 

advance  of  education,  &«.,  Sundara  Iyer        8999- 

.,  ,  yuvo 

Release  of  money  from,  in 'time  of  famine  or  for 

w-edding  or  pilgrimage,  Inchcape         -       i\},a'a-t 
Removal  of  tax  on  'silver  bulUon  might  .possibly 

stimulate    hoarding   of    sflver    instead   «*    gol j, 

NewmarcJi  ■         '         '  '^  '"' 
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ROVAL   COMMISSION   ON    INDIAN   FINANCE   AND   CDRRENCY  : 


Hoards — continued. 
Silver  : 

Possibility  formerly  of  pledging,  to  bankers   or 

money  lenders,  or  taking  to  mint,  in  times  of 

scarcity  or  famine,  and  hardship  of  closure  of 

mints,  Frewen         -         9519  (p.  32-3),  9562-72 

Replacement  of,  by  10,000  rupee  notes  believed  to 

be  taking  place,  Frewen  -        9524,  9531-3,  9544 

Sovereigns    of    certain     dates    specially    popular, 

Abrahams '-         -  -       674 

Strong  inference  that  gold  put  out  goes  into,  Himter 

p.  594 
Temptation  not  increased  by    excess  of  rupees  in 
circulation  relatively  to  gold  coins,  McLeod     7173 
10  iTipee  piece  would  encourage  hoarding,  McLeod 

7171,  7193,  p.  598 

possible  Tendency  to  hoard  gold  ciuTenoy  in  case  of 

crisis,  Wehb  -  -  5812-26 

can  be  Turned  into  sovereigns,   but  often  at  very 

high  price,  Meston     -  9111-2 

Holden,  Sir  Edward  H.,  Bart.: 

Letter  to,  re  deposit  with  his  bank  and  refusal  to 

renew,  Inchcape  -  10744-5 

Quoted  re  advantages  of  State  bank,  Abrahams  p.  342 

HOLDERNESS,    Sir    Thomas    W.,    K.C.S.I.,    Pei-- 
manent  Under  Secretary  of  State  in  the  India  Office : 

11,738-904,  p.  692-7 

Central  or  State  Bank,  expenditm-e  in  India  Office 

would  not  be  materially  reduced  by  11,845-6 

Financial    administi-ation,    growth   of    criticism    in 

India  11,763^ 

PiNAircE  Minister  in  India  .- 

Free  to  correspond  privately  with  anyone  in  India 

Office  -  11,766 

Unofficial   correspondence    with   some   official   in 

India  Office  possible  11,767-8 

India  Office  : 
Appointment  of  officer  of  financial  experience  in 
India  in,  for  five  years  would  not  be  satisfactory 

11,759-62,  11,765 
Committees  : 

ad  hoc  Committees  might  be  better  than  present 
system  -  11,785,  11,891-3 

Good  deal  of  work  sent  to,  which  need  not  be, 
but  Committees  useful  for  larger  questions 

11,876-81,  11,891 

Reviewed  every  year  and   altei-ations   made   in 

constitution  11,834-5 

Council : 

City  finance  member,  question  of     -       11,781-3 
City    member    and    member    with    non-official 
Indian  financial  knowledge  as  financial  member, 
question  of  -  11,804-9 

Constitution  at  present   -  -       P-  692-3 

Constitution  proposed     -       11,780-803,  11,882, 

p.  696-7 
Eight  members  only,  might  be  possible 

11,899-904 
Finance  member : 
would  have  to  be  ex-Indian  Civil  Servant 

11,810-2 
Proposed,  and  question  as  to  sufficiency  of 
salary  and  terms  of  appointment 

11,758,  p.  697 
Relationship  with  permanent  head  of  depart- 
ment -     ■  -       11,813-5 
Indian  finance  member,  necessai-y        11,781-2 
Member  with  City  financial  knowledge  would 
be  possible,  and  would  be  more  useful  than 
only  on  Finance  Committee  11,896-8 
Member  engaged  in  commerce  or  banking  in 
London,  value  of                       -        p.  696-7 
Organisation  might  be  different  if  State  Bank 
estabUshed                             11,801-3,  p.  696 
Members : 

Number  -  11,825-8 

Pay,  increase  desirable        -  11,868-70 

Financial  representation  important,  but  military 

representation  more  impoi-tant    -       11,770-4 


HOLDERNESS,      Sir      Thomas     W.,      K.C.S.I.— 
contimted. 
India  Office — continued. 
Council — continued. 
Indian  members  : 

Question  of  possibility  of  selecting  man  with 

financial  experience  as  one        -         - 11,844 

Reasons  for  selection  11,836-43 

Pi-actice  of  leaving  papers  on  table  for  a  week 

and  possibility  of  shortening  period  11,817-24 

Relations  between  Secretary  of  State  and 

p.  693-4 

Representation  of  London  financial  experience, 

important  -  -  11,775-7 

Representation,  nature  of  '      11,857-64 

Whole-time  members,  advantage  of       11,865-7 

Finance  Committee  : 

Chairman,  a   City   banker,   not   necessary   and 
some  advantages  seen  in  another  system 

11,778-9 
ex-ComptroUer  General  or  Secretary  to  Finance 
Department  in  India  might  be  appointed 

11,755-7 

Lack  of  Indian  financial  experience  on  11,751-3 

Meetings  twice  a  week  would  be  possible  11,816 

Members,  number  -  .  11,829-33 

standing   Finance  Committee  under  reorganised 

Council : 

Constitution  question  11,870-5,  11,894-5 

Possibility  of  establishing  -  11,785-800 

Finance  Department,  strengthening  suggested  by 

creation  of  Deputy  Secretary  -  11,743-9 

Financial  Secretary,  position  of  11,739-42 

Secretary  of  State : 

Delegation   of   certain  powers   of    sanction   to 
Indian  authorities         -  -  p.  694 

Difference    of    powers    in   financial    and   non- 
financial  matters  -     11,847-56 
permanent  Establishment  of  : 

According   to  Government   of  India   Act  of 

1858  -  .  p.  694 

Arrangement  re  financial  business         -  p.  695 

Transaction  of  business  satisfactory  on  the  whole, 

but  some  unnecessary  delay  and  formalism 

11,884^90 
assistant  Under-Secretary  should  be  recognised  as 
Assistant  Under-Secretary  for  financial  duties 

11,750 

Under  Secretary  of  State  or  Assistant  should  have 

financial  experience  11,738a,  11,749 

Home  charges: 

Definition,  Newmm-ch  -  1465-8 

Suggested  payment  of,  through  medium  of  certain 
Indian  banks,  objection  to.  Boss     -"     3614,  p.  544 
Hong    Kong    and    Shanghai    Banking     Corporation, 
objection    to    relaxing    restrictions    on    Presidency 
banks,  1904,  and  London,  Abrahams  -     p.  491-3 

Hope,  Sir  Theodore,  evidence  before  Herschell  Com- 
mittee re  closure  of  mints,  quoted,  Frewen  9519 

(p.  32) 

HOWARD,  H.  P.,  CLE.,  I.C.S.,  Collector  of  Customs 
Calcutta    -        -  .  8122-8431,  p.  576-591 

Agriculture,  statistics,  1899-1900, 1909-10    -  p.  583 

Balances  : 

Close  budgetting-impossible  and  dangerous  in  India 

„.  ,  8281-2 

High  : 

Causes  -         .        .  8123-52,  p.  576-8 

Justification  for  8156-9,  8176-8,  8280,  p.  578-9 
Location  in  London,  justification  for  p.  579-80 
Reduction  of  amounts  bon-owed,  or  discharge  of 

temporary  debt,  might  have  been  possible  earlier 
TT       ^  ^  .  8126, 8158-9,  p.  577 

Use  of ,  for  paying  off  debt  (other  than  temporary), 

objection  to    -        -  .  p  57g_9 

Botdget  : 
Preparation,    communication     between     Finance 

Department  and  Secretary  of  State  8161 

Secretary  of  State  not  misled  by,  or  induced  to 

boiTOw  excessively  by  caution  in  estimatinc  in 

Lidia  .  .  8166 
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HOWARD,  H.  P.,  O.I.E.,  I.O.S. „, 

BtTDGET  TbAB,  change  TO  AN  OCTOBBE  TO  SeP- 
TBMBBE  TbAE: 

possible  Advantage  but  careful  consideration  neces- 
sary       -    ♦    -        .        .       8153-5, 8382,  8386 

no  Insuperable  difficulties  that  would  outweigh 
advantages      8382-6 

Question  of  impediment  to  Governor  coming  down 
to  plains  -         -  .         .     8316 

Eough  budget  for  six  months  suggested  for  trans - 
sition  stage    -        -        -  8273-7 

OBNTEAii  OB  State  Bank: 

Head  office,  possible  difficulties  re  , '    -        -  p.  581 

Opinion  would  depend  on  scheme        -  8265-8 

Permission    to   Presidency  banks    to  borrow   in 

London  might  answer  purpose         -        -  p.  581 

Coin,  total  holding  in  India,  40  crores  suggested 

p.  589 

Council  Bills  and  Telegeaphic  Tbansfees, 
Sale  : 

in  Excess  of  requirements,  advantages  to  Govern- 
ment and  trade       -        -  .        .  p.  580 

Fixed  price  of  1«.  id.  irrespective  of  specie  points, 
not  advocated  -        -  8269-72, 8325-32 

below  Inward  specie  point,  additions  to  silver 
currency  by,  procedure  approved  8361-3 

below  Is.  4id.  reply  to  criticism   -         -  8271-2 

at  Is.  iid.,  gold  not  kept  from  circulation  in  India  by 

p.  585 

OUBBBNCT : 

Government  should  aim  at  being  in  position  to 

supply  form  in  demand  -  8205,  p.  584 

Increase,  methods       -         -  8366-81 

Principle  of  giving  the  pu.blio  what  they  desire, 

believed  to  be  acted  on   -         -         -         -     8221 

Standard  nominally  a  gold  one,  and  currency  con- 

dtioted  largely  on  lines  of  exchange  standard 

'8345-50,  p.  586 
Exchange :  ' 

Crisis,  free  issue  of  gold  in  India  during,  valuable 
as  supplement  to  sale  of  sterling  bills  on  London 

8218-9,  8302,  p.  586 
Gold  in  reserve  more  valuable  than  gold  in  circula- 
tion       -         -  -         -  8211-7 
Exchange  banks,  interests  not  confined  to  India 

8180-3 
Export  trade,  extension  desirable  -         -         -  p.  582 

Gold :  ^ 

Issue  in  exchange  for  silver,  Government  should 

aim  at  always  being  in  position  to  redeem  p.  586 

Question  whether    gold  would  come    back  from 

circulation  for  export  in  crisis  8220 

Gold  Oitbeency  : 

some  Advantage  in,  that  liabilities  of  Government 
for  redemption  of  rupees  would  decrease     8206 

Encouragement,  no  special  steps  advocated  8224-6, 

8291 

Increase : 

possible  Advantage  in  preventing  rise  in  world's 

prices  -  -         -         -         -  p-  586 

Reserves  would  cease  to  increase     -        8207-10 

not  a  Necessary  concomitant  of  gold  standard, 
but  endeavour  should  be  made  to  meet  any 
demands  ...  -  8223-6 

Paper  currency  with  gold  in  reserve  more 
economical,  but  extension  of  gold  at  expense  of 
notes  not  suggested  -  -  p-  585 

Question  whether  note  circulation  need  be  inter- 
fered with  by  increase  in  -  8287-91,  p.  585 

Rupees  may  be  interfered  with  to  some  extent 

8287 

lO-rapee  piece  might  compete  with  10-rupee 
note  more  than  sovereign  does   -  8395-6,  p.  585 

Gold  Mint  : 
Advocated  for  coinage  of  sovereigns        •     8320-2, 
8323-4,  8399-401,  p.  685 
Bullion,  question  of  local  supply  from  mines 

^  8247-8 

Bullion  and  ornaments  might  be  attmcted  from 
hoards  -  -         -         -        8230-41 

Experiment  should  be  tried         -  8229-30,  8397-8 
Reasons  for  advocating       -         -  8242,  p.  685 

Seigniorage  should  not  be  charged   8243-6,  p.  585 


HOWARD,  H.  F.,  C.I.E.,  l.G. S.—contimted. 

Gold  reserves  in  India,  15  to  20  millions,  advocated 

p.  589 
Gold  Standaed  Reseeve  : 

Amalgamation  with  paper  currency  reserve,  not 
advocated,  objects  of,  entirely  different,  and 
distrust  and  suspicion  would  be  roused    8283-4, 

p.  687 
Amount,  experience  of  1907-8  crisis  not  adequate 
standard  -  -  p.  587 

Diversion  of  funds  allocated  to,  to  railway  develop- 
ment, 1907,  not  approved        -  8260,  p.  587 
Form: 

Gold,  amount : 
Increase  advocated,  and  reason    -        8249-51 
Increase  gradually  to  10   and    15    millions 
desirable  -        -        -       8251-3,  p.  587 

Securities : 
Approved    -  -  .        .  p.  586 

Securities  due  for  early  redemption  at  fixed 
date  desirable  -        -  -        -  P-  587 

Location : 

in  India  of  portion  approved,  but  not  essential 
if  sufficient  rupees  and  sovereigns  held  in 
paper  currency  i-eserve  -  p.  587 

in  London : 

Amount,  30  millions  preferred  -  p.  587 

Consideration   of,   as    possible    resource    for 
England,  no  importance  attached  to  sugges- 
tion -  -  -p.  586 
of  Maiu  portion,  approved            -  8254,  p.  586 
25  millions  should  be  regarded  as  minimum, 
and  adequacy  considered  when  sum  reached 

p.  587 

Management,  want  of  confidence  in,  by  public, 

caused  by  action  of  Government  divertiag  funds 

in  1907  8261-3  p.  587 

Statutory  regulations  not  necessary  at  present 

8262-4,  p.  587 
Subsidiary  branch  in  India  (silver) : 

Approved        -  -        -        -  p.  587 

Form,  securities  not  approved  -  p.  587 

Reason  for 8256-8 

Transfer  to  paper  currency  reserve  in  exchange 
for  gold,  no  objection  to       8255,  8259,  p.  588 
System  approved,  but  simplification  suggested 

p.  586 
Hoarding  of  .gold,  question  of  extent      -        •■  p.  584 
Indian  Banks,  clearing  house  figures,  1907-12  p.  581 
Indian  debentux-es,  appreciation  in  securities  of  large 
port  trusts,  &c.  -  -       p.  581-2 

Irrigation,  statistics  -         -         -         -  p.  583 

Jute  cultivators.  Eastern  Bengal,  silver  prefen-ed  by, 
to  gold  or  notes  -  -  8393 

Lending  by  Goveenment  in  India: 

should  be  Confined  to  Presidency  and  (if  desired) 

to  Exchange  banks  -        -  8172-4 

Demand  would  probably  be  very  small  p.  579 

previous  Discussions  re       -  -     8169 

to  Exchange  banks,  no  objection  to  p.  579-80 

to  Firms  and  institutions  other  than  banks,  not 

advocated  -        -        -        -  p.  680 

from  Treasury  balances,  not  objected  to     -     8186 

Loans,  issue  of,  by  Goveenment  in  England: 

Net  amount  of,  1909-10  to  1912-13,  and  provision 

for  railway  programme  -  p.  578 

Renewal  of  bills,  question  whether  Government  of 

India  consulted  -        -        -  8164-5 

Loans,  issue  by  Government  in  India  : 

Increase  possible  to  cei"tain  extent,  but  Indian 

market  limited  as  compared  to  London   8200-2, 

p.  582 
Policy  to  place  as  much  as  possible  in  India  8202 
Taken  up  mainly  by  banks  -        -        -    8200 

Notes : 

Encashment,  if  present  arrangements  inadequate 
improvement  should  be  considered  -  8298 

Encouragement  of,  step^  taken  approved    -     8292 
Increase  in  circulation,  1909-13  -        -  p.  589 

Net  circulation,  1909-10, 1910-11, 1911-12  p.  590 
Opening  of  additional  ciuTency  offices,  approved 

9294 
Opium  revenue,  delibei-ate  under-estimating  81 28-3 1, 

p.  577 
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HOWARD,  H.  P.,  C.I.E.,  LCB-^coutmned.  ■  / 

PAPfla  CtraiB'ElICT  Reseeve:     I     ■  

Fiduciary  portion : 

Increase  desirable  -        -         -        -        -    8189 

Increase,  no  limit  suggested,  circumstances  of 

-ithe  time. should  be  considered      -  8191-2 

Loans  from :  i 

possible  Advantage      -  -  p.  590  • 

Objection  of  Sir  Clinton  Dawkinsto  -ii8194-5, 

,1  •.      .      p.  690 

-  Question  whether  demand  for,  would  coincide 

or  not  with  iperiod  ©f- gi«atest 'demand  for 

encashment  of  notes         -        -j  .   o'  8196-9 

as  Temporary  investment,  suggested  8187-93 

Gold  portion: I  Li:;    ;::.;•.. 

jii  AfccuimIlation^aFs  result  ofilimiting  (Douncil  biUs 
S,        to  certain  extent  -  .  -  8356-7 

in  India :  i  -    .  ■_  c. 

Amount,  11-  to  16  milliona  suggested   -  p.  589 
Besirable    -        -    '    -        ;-'.:jii.,r,       -  p."  588 
in  London:      ■  -  ,i';;i;n!      :.'..v 

Amount,  5  millions,  suggested.-.^,-  - , ,  -  p.  588 

„.:..  ...Jj^tificaiion  i  t, -ri- ';'5:    ).-,,„..■;  u..  P- 587-8 

Investnjent;    iiv  .■■...,:    . 
'    ^      Government   3 J  ,.pei;.  gest-    JTipe^    paper  until  ' 
rupee  investment  reaches  Es.  ^  15)  grores  sug- 
gestfe*:,c,, :;•.-.    v,j-}:^:r,-.:    ..,rf,,,,gi02-5,  p.  590 
■Increase  to  20  crores  in  near  future,  suggested     - 

,,,  .  ,.,     ,,,.,.  ,    ,,,.  ..^.  .       p.  589-90 

Issue    direct    to    paper    currency    department 

..suggested,--,        -     ,  :     „  -',,.,  -,        -  p,  590 

:  .  Rupee  paper  preferred    -        -        -        -  p.  590 

Silver  portion,  policy  approved  -  ■     ■-  -         -  p.  587 

,  System  approved,  but  simplification  suggested 

.,.    ■-■..  Ki  ...-0   .  -  V    .  •,  :P-  586 

Use  of,  as;  suppleweiltary  to  support  excjjange,  no 

objection  to  if  primary  object  of  secured  p.  588 

Post    .Office    transactions,    statistics,     1900-1    and 

1910-11  '  .  -  p.  583 

Pebsidenct  'Banks  :  ';  ■■• 

Depoats,  growth,  1870, 1890,  1910     -     ;    -  p.  581 

■Loans-to:  ,   . 

no  Demand  recently,  possibly   owing  to   loans 
■    being  only  at  Bank  rate .  •   -  ■  '  8169-76 

Demand,  question  as  to=  extent        -  8171 

no  Objection  to,  but'  demand  would  probably  be 
1 .         very  small  -  •  -         -  -  p.  579 

as  Payment  for  .service,  suggested  -         -8176-7 
Power  to  borrow  in  London : .  '.  m 
Absence  of,  not  at  present  a  serious. defect 

.8178,8316-7 

might  be  Useful  -    8178.-^83,  p.  581 

Provincial  Governments,  grants  to,'  underspending 

and  question  as  to  entry  in  statement.of  accounts 

,;.-•:■  8143-8 

Rail  WATS.: 

Earlier  information  to,  of  p^mount  to  ,be   spent, 
question  of     -        -  -        -    :   -8139-40 

Expenditure,   continuity  made   possible^  by  high  . 
^    balances  :.r   -  :   ..  ^        -     8167-8,  8210,  p.  578  ^ 
Five-yearly  prcagramme  for  expenditure  irrespec- 
tive, of  allocation  from  balances,  proposal  not 
considered  practicable  in  present  cirounistances 
,,,....  ,       >,         -        .  ..  8278-9,  §406-13 

Lapsed  grants  : 

.  EaiTuarking  of,  siiggested        -         -  8140-2 

Question.has  been  considered  several  times 

..''-'      ■      "-      '  '-     '''.      ".',.'  .''1  ....,    '8414-6 

Re-allptment,  question  should  Ise  considered 

,,.,.        .   ..,    ,-  8285-6, 8309-14;  8417-25 

'  Over-ceAifying  indents,  system  -        -  '  8140,  8314 

Railway  Boai'd  and  policy  of  bon-owiii^'  five  years 

ahead  in  London,  question  of  t  8426-31 

Statistics  of  mileage  and  traffic,  1900  arid  1910 

p.  583 
Three  years'  provisional  programme  formerly 

■      -     -_       '  --8407-9 

Underspending,  and  causes         -        -  8136-8 

Revenue  surplus,  possibility  of,  would  be-  brought 

'   to  notice  of  Secretary  of  Stati3   -■'      --     •8160-3 

■  Rupees  :  .  .    . - 

Ooiilage,  since  1899,  not  excessi-ve       -        '-'  p.  591 
Fixity  of,  at  Is.  4c?.,  financial  position  of  Indian 
Government  amdiorated  and  trade  assisted 

8203-4,  p.  582-3 


HOWARD,  H.  F.,..C;I.E.,  ■W^S.—contmuad. 
RvfSES-T-iipntinwed.    ■•      -  ■ 

Limitation  of  legal  tender,  not  likely  to  be  war- 

tanteld  in  ne?.r  future ',     -;      ,  -    .,  m       -  p.  591 

Refusal  to. -give,  in  exchange  for  soverei^s,  not 

, .     likely. fco  b^wajTajntedin  near  future-    ,•  -  p.  591 

SlLTEE.-PTJEOHASH  OF:-  -• '■   .- ■ 

Payment-  by  sale  ■  of  Gortneil- -bills,"  19i2',i  increase 

of  total  currency  in  India  wobM"  result,   and 

i  •-■:  question  of  indrease  had  play mfent  been  made  by 

■'<    gold  in  reserves  ■   -  ..•  r  r        8372-81 

Regular  piu'chase  every  year,,, difficulty        -  p.  591 

SOVEEEIGNS:       .,;.    ,'  . .!  ih  ..  i  c    <..-      '- T  "   r  ^', 

Absorption    by    publi9,    1910-11,    1911-12,   and 

,  ,191,2-13  ,.,, .  -;.:.  .,,-;     ,  - ',     -  „;„^.-,^.;  ,,-  p.  589 

4-tsorption  by  public  and  balance  In  paper  cur- 

,  Jienoy  ,  reserve  ,ip,,  Ihdi^,    1910-1  j,"  1911-12, 

1912-13  -     ".      •  -^        -■      :        -p.  585 

■  Extent  of  use     -      ,,-  -        -        -  p..  584 
Refusal  of  Glirrency  Department  to' issue,'  from 

1908  to  1910  or  1911,  position  has  been  criti- 

■  '     '     (iise'd  as  one  of  Weakness  '    "  -'^     --  •  '8333-8 

Refusal , of  G<?vemment  to  issue,  in  order  to  build 

up  their  reserve,  qiiestion  as  to  whether  people 

would,  complain  -  '  8339-44 

■  ..guWfcility  of,  for  India      .        -     8387-96,  p.  584 
.  .r^^Supplyffom  Australia  '      -'       .   '  i.  . .  ^      8326-9 

Standard  of  living,' improvement    -     .;   -"•;  -  p.  583 
Trade,  manufactured'goods,  decf-ease-'inifliports  and 
>  increase  in  exports,  1879, 1882,  and  1907-8  p.  583 
Hundis,  discounting  of,  by  Bank  of  Bengal;  MeBobert 

■     -  ''■■■>-'--■    ■   407-36 

HUNTER,  William  Beestard  :  63l2!-6'^9l  p.  591-5. 

Agriculture,  high   rates   of  interest  paid  by  small 

ctdtivators,  owing  tp  being   in   hands   of  native 

moneylenders  -  6920-4 

Balances ; 

High,    due    to     unusual    circumstances,  and    no 
complaint  made       -  , .    .     .     6364 

•  in  London,  no   objection  to,  as  plenty  of  money 

left  in  India   -         -         --       - -/     -  6336 

•  shcWdd.be  Put  at  disposal  of  market  (English  or 
r  ■  Indian)  most  in  need  of  relief  >  -•  •;  p.  592 
Bank  rate  in  England,  importance  as  regards  Indian 

teade     •■    -  •     .-;.,-  ,;■!   ■   .  -  6615^21,  6967-9. 

Bank  eatb  in  India: 

Fluctuations  caused   by   inelasticity  6f   currency 
accentuated  by  withdrawal  of  sums  by  Govern- 
ment .7,.       -.,       -_,   •    -.        -      ".  p.  594 
High,  causes  -        -     ~    -'  '     -    ,■■6624-32 
Ob:Nteal  oe  State  Bank:,,-  . 
Advocated,  and  i-easons        6-492-75,  6538-44,  6364, 

'  ,6656^75,  p.  595 
.Amalgamation  of  Presidency  banks : 

Advocated  aid  advantage  in  case  of  crisis  6498, 
,       '  "'  ,.'  -6669-75,6723 

no  Mo-vement  towards,  known  of  6530-4, 6562-3 
certain  Amount  might  be  attracted  from  hoards 

'      6579-87 

Area  not  aii  insuperable  difficulty  6565-7,  6757-63 

Balance  she^t,  fimncial  strength  of  India  would  be 

more  appalreht  f i-6ih   '     -•      '  1  '  •  '  .       '   6850-2 

Banks  Would  be  inclined  to  carry  more  in-^estments 

in  balance  sheets  if  ttel-e  was  central  institution 

where  they  could  boiTow  on  investments      6973 

central  Board,  power  of  veto  ov6r  local  boards 

wotdd  be  necessaiy         -        !■■' ■  ■■'.      '6740-51 

Boards,  question  "of  cohstitntion  '  "  -        6725-56 

BranoKp's  ihoiil'd  be  djpgned  at  lilaces  with  head 

quarters  treasury    -         '-         .         .         .  n  595 

Capital :'     '  "        ■ '       ■    . 

.  ,., ,  Bringing  of  relation  between  capital  and  reserve 

<   ('  t  °t^^?  f^^  Presidency  banks  tp  same  ratio, 

arid  offering  shares  to  'existing  shareholders  pro 

rata,  20  per  cent,  only  of  new  capital  to  be 

called  up,  proposal  not  objected  to        6571-8 

Dividends,  qiiestion  of  rate     -  6959-61 

-Iricreaigie  to  10  millions  suggested,  and|)ossibiKty 

of  employing  -  6499,  6946-58,  6962-3,  p.  595 

Shares,  uncalled  liability,  not  advocated  6596-8, 

'■       '      6990-1 

Taking  up  of  shares   by  Government  through 

silver  branch  of  gold  standard  reserve,  sug- 

'  •  ^gestion  ^        >.  6500-2s  e?^-?,  6948-63 
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HUNTEIl,  WiL^iiAM  BBENABDvy-cowfcirmed 
Oentbal  or  State  Bank — cmdimied. 
Bstjiuated    capital    and    reserve,    liabilities    and 
specie  reserye,  and  comparison  with,,  Bank  of 
of    England,   Bank  of    Fi-ance,   and  Imperial 
Bank  of  Germany  -        -        -  6513,  p.  595 

Functions: 
Advocated : 

Assistance  of  agriculturists,  suggestions   . 

6799-804 
Control  of  paper  currency  -  -  -p.  595 
Excliange  business  for  Exchange  banks  6622, 

6525,  6789 
Lending      to     co-operatiye    credit,,  societies 
within  certain  limits         -      ■  -  j.  ,.  ^     6588 
Sale  pf  bills  and  lending 'out  of  balances 

" 6508-9 

Support  of  exchange  as  agent  of  Government, 
any  profit  to  belong  to  .Government 

6318-23,  6496-7,  6510-2 

Paper  cun-ency.   Government  wotdd    have  to 

receive  certain  remunei-ation        -         -    6764 

all  Government  balances  in  India  and  London 

(eacluding  gold    standard    reserve)   should   be 

deposited  with         6505,  6613-5,  6845-8,  p.  595 

Government  audit,  suggestion    -  6717,  6736 

Government    representetion    on,    suggested,   but 

not  essential,  and  responsibility  would  be  largely 

left  vsrith'  Government     •"  '  6322,  6503-5,  6521, 

6536-7,6716-22,6769-70 

Government  should  be  guided  largely  by  advice 

of, 'as  to  when  necessary  to  coin  fresh  rupees 

■  6526 

Local  boards   in  London,  Bombay,   and   Madras 

with  head  office  and  central  board  in:  Calcutta 

advocated,  head  office  in  London  not  favoured 

6503,  6519-21,  6568-70,  6683798,  p,  695 

London  Branch :  ,,    , 

Control  question    -  -         -     ,    "  6796-8 

would  be-Essential  -       ;:-       .6778-9,  6825 

Lending  and  borrowing  by,  suggestions,  &c.  re, 

and  question  as  to  interference  with  exchange 

■  ■  l^jnks  .        -         •     .  ,  ■ .  6778-95 

Power  .  tOp  bon-ow    in   London    advocated,    and 

';  eschange  banks  not  likely  to  objeet^iifith  proper 

safegT|a(rds' V -■  Vi-        -  •         6523-4 

Reasons  for  advocating      -        -  ..   —   •  ■■.^     6825 

deduction    of     expenditure   "in    Government    of 

India's  Department  as-result  of,  question  of 

6766-9 
ConNCiL  Bills  and  Tkansfeks  : 
Object  of  :  ■  ■ 

to  Provide  funds  for-  Secretary  of   State's   re- 
quirements now  of  secondary  importance 

:  6314,  p.  591 

to  Settle  balance  of  trade  and  reduce'  movement 

of  gold  coin  from  Europe,  to  .India  i    6314-5, 

6819-24,  6826-40,  6872-8,  p.  591 

Sale:.  ■■    -.•   ■     ".   '     *i  ^  ■■■■"''■'  . 

'  on  Abolition  or  restriction  to  actual,  require- 
ments of  India  Office,  amount oigold  shipped 
to  India  would  increase,  and'  subsequterit  rcr 
mittance  home  -  -  6324-31 

Effect  on  amount  of  money  available  in  India 
,      ,  6387,6676-9,6964-6 

Price-:  •      - 

Is.  4-d.  should  be  absolute  minimTun  •  6332-7, 

6589-610,  6883-9 

at. Is.  43'5d..  (transfei-s)  and    Is.    id.  (bills), 

■  V!     when  impossible,  sterling  biljs   should  be 

sold  in  India  or  London,  at  Is.  3\^d.  instead 

6338^7,  6546-58,  6589-610,  p.  591 

-  Stoppage  of,  at  present  moment  (July  1913) 

•'    advocated  -         -  6883-4 

Unlimited,  how  provision  should  be  made  for 

6348-52,  p.  592 

to  Unlimited  extent  at  i-ate  under  gold  point, 

desh-abie  at  present     -  6976-82,  p.  591-2 

Exchange: 

Continuous  support  of,  by  Government  at  fixed 
point  of  Is.  4d.  desired    -         -         -        6338-43 

Crisis  ^  ,    ,- 

Gold  in  circulation  not  available  for  support  m 
'     '   "        ■     ■•      '  ■         ■    6450-3,-6970-2 


HUNTER,  William  Beenaed — continued. 
Exchange — continued. 
Crisis — continued. 

Gold    shotdd    first    be    released    from    paper 
currency  resei-ve  and  then  securities  in  gold 
standard  resei"ve  realised     -         -     .     6443-9 
Issue  of  gold,  in  India  should  be  stopped 

6448-9,  6462 

Exchange  banks,  rates  for  sterling  biUs  based  on 

London  rates  ....    ..^615-21 

Gold  bars,  impoi-ted  into  Jndia,  nature  of    <-6856-60, 

6862 
Gold  Cubeency : 

Advantages  of  paper  cun'ency  over    -  6486-9 

Disadvantages  of  forcing  gold  into  circulation 

p.  593-4 
Extent-of  use  of,  in  Madras        -        -        6497-83 

Gold  Mint  :  , 

Advaiitages  in  theory         -  -     6470 

Bullion  for  coinage,  probable  difficulty  of  obtaining 

6471-3,  6861-71,  6976-7,  p.  693 

Receipt  of  gold  a-nd  issue  of  rupees  in  exchange 

;  withont  legislating  for  minting  of   gold  coin, 

suggested  -       6474-7',  p.  593 

Gold  Standard  Rbsbeve  : 

Allocation  of  whole  profits  on  coinage  to,  should 

■be  continued  indefinitely         -        ^  6437-9 

Amalgamation  with  paper  currency  resei-ve  not 

desuuble,^  and  no  benefit  seen  -        -  6454-6 

Existence  of  reserve  desirable     -        -  6431 

Form:       ,,,  r 

Gold : 

■  Holding. of,  iu  London  necessaiy  6435-6, 

p.  592 

Investment  of  whole  amount  approved  when 

reserve  string, in  gold       -  :;  6440-3,  p.  692 

Securities,  no  danger  fiiom  6443-9,  6451-2, 

,  p.  592 

'  Silver :   .         i  '■■   ' 

Holding  of,  in  India  necessary  6433-4,  p.  592 
Investment  in  shai-es  of  Central  Bank,  sugges- 
tion        -    -•  6500-2,6775-7,6948-53 
Location,  approved  t  r.        .    6432 

•  HoAsDi-NG  OP  Gold  :      ■■ • 

Reasons  for,  and  Mahomntedan  law  of  succession 

a  direct  cause  -         -  6490-1,  p.  594 

Sti-ong  inference  that  gold  put  out  goes  into  hoards 

p.  694 

Replacement  of  rupees  in  hoai-ds  by  '  -         -     6480 

Indian  money  market,  question  of  connection  with 

London  market,  and  reason  for  little  interchange 

of  capital  -  ...         ^6912-9 

Lending  by  Government  in  India  : 

Bank  rate  on  deposits  might  be  reduced      6896-8 

Demand,  question  as  to  extent  and  growing  demand 

kntioipated     -        -        -     6401-8,  6611-4,  6623 

tb  other  than  Presidency  banks  without  secimties 

advocated,  within  reasonable  limits,  but  not  to 

private  firms    -  '      ^      6394-400 

Proposal  not  contingent  in  establishment  of  Centval 

Bank      -      ■         ■      "     -'       -        -  6662-8 

Question  as  to  risk'  from  ti-ade  depending  on 

'  6409-16 
Letter  to  Royal  Commission,  October  1913  p.  721-2 
Loans  issued  by  Government  in  India  : 

Class  of  people  taking  shares  -        6358-60 

little  Demand  on  part  of  small  people  at  present, 
but  might  increase  if  certain,  difficulties  were 
minimised       .....  6361-3 

Desirable,  if  terms  equally  favourable  and  even  if 
terms  higher  if  money  could  be  extracted  from 
hoards    -        -        -        -  -  6354-6 

for  Developmejit  of  India,  approved  as  long  as 
market  can  take  up  secui-ities  -yrithout  deprecia- 
ting -  -        ...     6353 
Extent  to  which  possible,  question  of         6808-18 
Holding  of,  in  London,  extent  6814-6 
Increase  might  be  possible  if  better  terms  offered, 
but  secinities  would  be  depreciated.    6561,  6818 
Increase  ■apij  possible  to  any  material  extent  on 
present  terms  and  conditions  -  ,     6356,  6559-60 
Lqans  issued  by  Government  in  L6ndon,  attracting 
of  money  from  hoards  by,  not  anticipated  -     6367 

'■■'     f'4 
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HUNTEE,  William  Bbrnaed — continued. 
Madras,  Bank  op  : 

Assistance  to  co-operative  credit  societies  -     6588 

6926-7,  6974 
Boai'd,  constitution,  furlough,  &c.  6743-9,  67"71-3 
Cash  balance,  minimum      -  -        6935-42 

Dh-ectors,  method  of  appointment,  remuneration, 
&c.  ...  6983-9 

Govenmient  deposits,  percentage  to  capital  and 
reserve  -        -  -        -  6943-5 

Mints,  reopening  to  free  coinage  of  silver,  not  recom- 
mended, but  recommendation  has  been  heard 

6879-86 
Notes  : 

Encashment,  opening  of  numerous  agencies  for, 
without  undei-taking  legal  obligation,  suggested 

6465-7,  6640-3 

Encoui-agement  of,  desirable  6702,  p.  594 

Encouragement    easier    by   Central    Bank    than 

by  Government  -        -        6656,  6805-7 

Steps  taken  to  encourage  use  of,  and  reaaoi^ 

6485-6 

Universalisation     of     higher    denominations,     no 

objection  to    -  ...  6468-9 

PaPBE   CrURENCY    RESERVE  : 

Fiduciary  portion : 

Increase   to   40   per  cent,  of  total   circulation 
suggested    -        .        .        -        .        6457-64 
Lending  from : 

would  be  Advantageous,  but  would  not  have 

same  effect  as  State  bank     -     6364,  6541-4 

Advocated,   on   seciirities,   trade  bills   to  be 

included  -        6461-4, 6637-9,  6657-61 

Loans  would  be  most  required  by  trade  when 

resenre  most  able  to  give     -        -        6417-30 

Gold: 

if  Exchange  weakens  sterling  bills  on  London 

should   be  made  available,   instead  of  gold 

being  given  out p.  593 

Holding  of  practically  aU,  in  London,  advocated 

p.  592-3 
Invested  portion,  elasticity  lacking  and  amend- 
ment of  Act  needed         -        -        -        -  p.  593 
Presidency  banks  : 

Borrowing  in  London  should  be  permitted,  but  not 
dealing  in  exchaAge         -        -        6527-9,  6680 
Branches  : 

Closing  of  resei-ve   treasuries   and  ti-ansfer   of 
balances  to,  would  be  advantageous     -     6377 
Government  guarantee,   no  inducement  except 
for  first  five  years,  and  then  unremunerative 

6378-86 
Holding  of  currency  chests,  system  -      6644-55 
Capital  and  resei-ve  and  private  deposits,  1898  and 
1913                -                          -      6840-4,  p.  594 
Deposits,  rates  paid  on       -        -        -  6891-5 
Lending  by,  in  India,  relaxation  of  restriction, 
advocated       -                 -                 -  6681-2 
Loans  to : 
Advocated  without  security  or  interest  6368-76 
in  Busy  seasons  at  rate  offered  by  banks  for 
short  term  fixed  deposits  would  be  advan- 
tageous                 6391-3 

Power  to  borrow  in  London,  suggestion      6415-6, 

6928-34 
Relations  of  exchange  banks  with       -  6633-4 

Reserve  treasuries: 

Abolition  of  system  advocated    -         -        -  p.  592 

Closing  of,  and  transfer  of  balances  to  Presidency 

banks  would  be  advantageous  -        -     6377 

Rupees,  difference  between  price  of  silver  for  coinage 

and  circulating  price  of  rupees  should  be  held  in 

trust  for  public  and  invested      -        -         -     6437 

Sovereigns  : 

Issued  in  Madras  in  10,000i.  at  a  time  only,  but  no 

real  difficulty  in  obtaining       -        -        -     6478 

Melting  down  and  manufactm-e  of,  into  imitation 

coin        ...  ...     6862 

Receipts  at  currency  offices  larger  than  demand 

p.  593 
Sterling  bills  on  London,  scheme   -  6316-7,  6338-47, 
•     _    _  6546-58, 6589-610 

Trade,  methods  of  assisting,  in  time  of  stringency 

6899-911 
Imports,  see  under  Trade. 


INCHCAPE,  The  Lord,  G.O.M.G.,  K.C.S.L,  K.C.I.E. 

10,663-10,983 

Balances,    location    in    London  for    advantage   of 

London  market,  reply  to  criticism       -     10,748-51 

Bank  rate  in  India  : 
Average  i-ate  not  unduly  high      10,943,  10,967-74 
no  Difficulty  experienced  in  bon-owing  money  on 
good  security  ....  10,982-3 

High  seasonal  rate,   decrease  wonld    be    advan- 
tageous -         -■  .        .     10,943-50 
Central  or  State  Bank,  no  advantage  seen  and  estab- 
lishment not  advocated                -       10,862, 10,941 

Council  Bills,  sale: 
Defence  of  system      -  10,748-51 

Effect  of  selling  freely  on  gold  imports  into  India 

10,758-9 

Restrictions  to  amount  of  requirements,  objection 

to  -        -  -         -  -       10,752-5 

Deposits  with  Banks  in  England: 

Banks  represented  on  Council  in  no  better  position 
with  regard  to,  and  no  objection  seen 

10,707-11, 10,927-34 
Interest,  best  possible  rates  obtained  -  10,701, 

10,707-11 

Joint  Stock  banks  do  not  usually  give  security  for 

any  deposits    -        -  -        •       10,717-8 

Period,  system  of  filing,  and  question  of  extension 

10,712-3 
Procedui-e  re  placing  10,691-711,  10,744, 10,924-6 
Reason  for  -  -  -  -  10,689-90 
Refusal  of  London,  City  and  Midland  Bank  to 
renew  -  -  -  -  10,744-5 
Statement  submitted  weekly  to  Finance  Com- 
mittee   -  10,690 

Exchange  Banks,  work  well  done   -         -         - 10,862 
Exchange  Crisis: 
1907-8 : 

Gold,  issue  in  India         -        -  10,768-9,  10,762 

Question  of,  as  severest  sti-ain  possible  10,767-8 

Gold  in  Gold  Standard  Reserve  should  be  used 

freely 10,763, 10,806-7 

Sovereigns  should  be  issued  freely  until  exhausted, 
and  then  securities  sold  -       10,764-6 

10,769-73, 10,778-9, 10,799 
Financial  administration  in  India  Office,  opinion  on 

10,867 
Gold  Mint  in  India,  no  advantage  seen  - 10,858 

Gold  produced    in  India,   expense  of    sending    to 
England  for  coinage  would  be  less  than  estab- 
lishing and  maintaining  mint  in  India         - 10,858 
Gold  reserve,  amount  and  opinion  re      -      10,800-3, 

10,814,10,822-31 
Gold  Standard  Reserve  : 

Gold,  increase  of,  and  decrease  in  sterling  resoui-ces 
in  paper  currency  resei-ve,  no  advjintage  seen 

10,936-40 

Location  of  gold  in  India  or  England  not  very 

material  and  either  would  be  effective  10,808-13 

Securities,  no  objection  to  -      10,815-31,  10,834-7 

Subsidiary  branch  in  India  (silver),  reason  for 

10,804-5 
Hoards  : 

Release  of  money  from,  in  time  of  famine,  or  for 
wedding  or  pilgrimage    -  .       10,776-7 

Gold  hoarded  chiefly  in  form  of  ornaments 

Tx  ,  -,       r,  10,774-5 

Holden,  Sir  Edward,  Bt.,  letter  to,  re  deposit  with 

his  bank,  ajid  refusal  to  renew    -        .       10,744-5 

India  Office,  broker  : 

Appointment,  joining  of  firm  approved  by  Secre- 
tary of  State  made  condition  of,  and  no  dis- 
advantage      -  .         .       10,732-5 

Paid  official,  objections  to  -  10,731,  10,736 

Payment : 

by  Commission,  working  of,  and  success 

10,730-1, 10,887-900 
Note  re,  Badoek      ....  1887-8 

Reduction  of,  in  1911  .         .       \q  728-9 

Lending  by  Government  in  England: 
Approved  BoiTowers'  List : 

Application  for  admission,  possibility  of,  &c., 
known  by  firms   -         -         .         .       10,680-2 


INDEX. 
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INCHCiVPE,  The  Loed,  &c.— continued. 
Lending  by  Government  in  England— couimued. 
Approved  Borrowers'  liist— continued. 

Changes  made  on  responsibility  of  chairman  of 
Finance  Cpimittee,  under  orders  of  Secretary 
of  State  .  10,677-9 

Changes  in,  reported  to  Finance  Committee 

10,683-4 

through  Bank  of  England,  less  good  terms  would 

be  obtained  -  .  10,737-41 

Defaults,  but  no  ultimate  loss  in  capital    10,880-5 

Deposits  with  Banks  in  England,  see  that  title  above. 

Extension  of  period  of  loan,  [question  of   10,714-5 

Interest,  holding  back  of  money  to  get  better  rate, 

wovild  not  be  desirable  -  10,743-4 

Period  approved,  firms  preferred  short  period  and 

question  of  extension      -       10,714-5,  10,901-23 

Securities  : 

Other  than  those  registered  at  Bank  of  Bngland, 
question  of  -  10,720-7 

Railway  debentures  taken  at  par,  explanation 

10,875-9 
,    certam.  Taken  at  par  value  and  others  at  market 
value,  reason  -  - 10,886 

System       -  -         -  10,667-75 

by  Tender,  would  not  be  satisfactory-         - 10,742 
all  Transactions  I'eported  to  Finance  Committee 

10,676-7, 10,685-8 
Loans,  factors  affecting  India's  credit  10,863-7 

Loans,  issue  of,  by  Government  in  Bngland,  restric- 
tion as  far  as  possible,  desirable  -  - 10,860 
Loans,  issue  of,  by  Goveknment  in  India  : 
Borrowing  during  early  part  of  year  and  repay- 
ment when  taxes  collected,  not  advocated 

10,863-4 

Increase,  possibility  of  10,859,  10,861 

Paper  Cun-ency  Reserve,  fiduciary  portion,  increase 

to    one -third   of    amount   of    notes   outstanding, 

suggested  -  - 10,859 

Peesidency  Banks: 

Capital  could  easily  be  increased   10,862,  10,975-6 

Lending   to,  advocated,  but   Government   should 

have  nothing  to  do  with  bank  rate         10,963-6. 

10,862 
Reserve  Treasuries,  locking  up  of  balances  in,  reply 
to  criticism  10,951-62 

RrPBEB : 

Circulation,  Government  has  no  means  of  forcing 
rupees  into  circulation  if  not  desired  by  public 

10,756-7 
Coinage,  use  of  profits  for  railway  piu-poses  : 
Advocated  in  ftitm-e  10,846-52 

in  the  Past,  defended  10,838-45 

SiLVEE,    PTJECHASB   OF,    FOE   COINAGE  : 

in  Bombay,  no  advantage  to  be  derived  and  pur- 
chase in  London  preferred      -  10,871-4 
Regular  purchases  advocated    -                10,868-70 
Sovereigns,  no  difficulty  in  obtaining,  in  India 

10,758-62,  10,832-3,  10,858 
Taxation,  increase  in  1910,  explanation  -  10,749 

Income-tax,  as  applied  to  natives,  objection  to,  Boss 

3719-20 

India  a  debtor,  not  a  creditor  country,  Schuster 

11,054-5 

India,  from  certain  point  of  view,  a  debtor  countiy, 

Bal-row-        -         -  -3096-7,3109-14 

India  bills,  surplus  balances  might  have  been  used  to 


pay  off,  McBobert 


3916-24 


India  Office : 

Accountant-General,  functions  and  difference  from 
those  of  Financial  Secretary,  Abrahams  11,699-602 

Appointment  of  officer  of  financial  experience  m 
India  in  for  five  years,  would  not  be  satisfactory, 
Holde^-ness  -        -  11,769-62,11765 

Assistant  or  Deputy  Financial  Secretary,  would  be 
advantageous,  functions,  &c.,  Abrahams,  11,662-6, 
11,731-3,  11,736-7  ;  Holdeniess,  11,743-9. 

Assistant  Undeb-Seceetaey  of  State  : 

Financial  training  desii-able,  Schuster  -  l^'^^' 

should  be  Recognised  as  Assistant  Under-Secretary 

for  financial  duties,  Holdeniess  -  H'^^*^ 

Audit  of  accounts,  Abrahams  p.  689  p.  691-^ 

Auditor,  position  of,  Abrahams  li,6o9,  p.  689 

Balances,  s«e  in  London  under  Balances. 

>;    20899 


India  Office — continued. 
BeOKEE : 

Appointment,  mode  and  period,  Badoch        1881-2 
Appointment,  joining  of  firm  approved  by  Secre- 
tary  of  State  made    a    condition  of,   and   no 
disadvantage  seen,  Scott,  2071 ;  Currie,  10,515-8  ; 
Inchcape,  10,732-5. 
Commission  paid  to,  1893-4  to  1912-3,  Badoclc 

1887,  p.  318,  p.  330 

Fully  in  touch  with  market,  Scott  2137-9 

Functions,  Scott  ■  2072-4,  2133-6 

Increase  in  amount  and  responsibility  of  work, 

Scott  ■  ■       2106,  2129-S2 

India  Office  has  first  call  on  time  of,  Badoch    1974 

Office  expenses,  Scott  -         ■  2140 

Paid  official,  objections  to,  Inchcape  10,731,  10,786 

Payment : 

Arrangements  and  justification  for,  Badoch 

1883-902,  1926-30,  1975-8,  1983-95,  2840-6, 

p.  311 
by  Commission,  working  of,  and  success,  Inch- 
cape -  -    10,730-1,10,887-900 
not  Excessive,  Gurrie  •       10,512-3 
Former  systems,  Scott                      .  -  2182-5 
Note  by  Lord  Inchcape  re,  Badock  -  1887-8 
Particulars  re  method,  &c.,  Scott            2098-107 
Reduction  of,  in  1911,  Inchcape              10,728-9 
on  Volume  of  business  instead  of  lute  of  interest 
earned,  question  of,  Scott                       2175-81 
Whole  time  taken  up  by  India  Office  business,  Scott 

2126-8 
no  Business  can  be  placed  before  any  Committee  or 
before  Ooimcil,  and  no  member  of  Council  can 
take  part  in  business  of  any  Committee  unless 
requested  by  or  on  behalf  of  Secretary  of  State, 
Badock  -  1955 

Cash  Teansaotions  : 

September  1907  to  August  1908,  Abrahams  p.  106 
September  1907  to  December  1908,  Abrahams 

p.  92,  p.  104 
Summaiy,  1909-10  to  1913^,  Abrahams  p.  83 

Committees  : 

ad  hoc  Committees  might  be  better  than  present 
system,  Holderness  -  11,785,  11,891-3 

Good  deal  of  work  sent  to,  which  need  not  be,  but 
committees  useful  for  larger  questions,  Holder- 
ness 11,876-81,  11,891 
Reviewed  every  year  and  alterations  made  in  con- 
stitution, Holderness  11,834-5 
System,  advantages  of,  Abrahams  -  11,667 
Communication  of  Finance  Minister  in  India  with, 

see  winder  Finance  Minister  in  India. 

Communication  with  Government  of  India,  question 

of  extent  and  sufficiency  of,  Abrahams        11,648-9 

Correspondence     with     National     Bank    of     India, 

Chartered  Bank  of  India,  Australia,  and   China., 

Hong  Kong  and  Shanghai  Banking  Corpoiution  and 

Mercantile  Bank  of  India  re  enlargement  of  powers 

of  Presidency  Banks,  1904,  Abrahams         p.  491-8 

CoUNOIIi : 

City  advice  can  be  obtained  without  representative 
on  Council,  Abrahams  -        11,672-6 

City  fimance  member : 

City   member    and     member   with    non-official 
Lidian  financial  knowledge  as  financial  mem- 
bers, question  of,  Holderness  11,804—9 
Essential  from  point  of  view  of  lending  loans 
from  balances,  Abrahams  11,677-8 
Question  of,  Holderness  11,781-3 
Constitution     at     present,     Abrahams,    p.    687 ; 

Holderness,  p.  692-3. 
Constitution  proposed,  Holderness       -  11,780-803 

11,882,  p.  696-7 
Bight  members  only,  might  be  possible,  Holder- 
ness -  11,899-904 
Finance  member : 

would  have   to    be    ex-Indian  Civil   servant, 

Holderness  11,810-2 

Proposed   and   question   as  to   sufficiency  of 

salary  and  terms  of  appointment,  Holderness 

11,758,  p.  697 

Relationship  with  permanent  head  of  financial 

department.  Holdeniess  -       11,813-5 

Suggestion  re,  Fleetwood-Wilson  11,449, 

11,468-70,  11489-93 
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India  Office — continued. 
OoTJNClL — contin  ued. 

Constitution  proposed — continued. 

Member  with  City  financial  knowledge  would  be 

possible  and  would  be  more  useful  than  only 

on  committee,  Holderness  -       11,896-8 

Member  engaged  in  commerce  or  banking  in 

London,  value  of,  Holdei-ness  p.  696-7 

Oi'ganisation  might  be  different  if  State  Bank 

established,  Holderness  11,801-3,  p.  696 

Financial  representation  important,  but  military 

representation  more  important,  Holderness 

11,769-73 
Indian  members : 

Question  of  possibility  of   selecting  man  with 
financial  experience  as  one,  Holderness   11,844 
Reasons  for  selection,  Holderness         11,836-43 
Member  representing  Indian  finance : 

Difficulty  of  finding,  Abrahams  - 11,640 

None  between  1895  and  1899,  Ahrahams  11,635-9 
Question     of    necessity,     Abrahams,    11,643-7 
Holdei-ness,  11,781-2. 
Members  ; 

Number,  Holderness     •         -  ■  11,825-8 

Pay,  increase  desirable,  Holderness  -     11,868-70 
Term  of  appointment,  Badoch  -        -        -    1848 
Practice  of  leaving  papers  on  table  for  a  week  and 
possibility  of  shortening  period,  Holderness 

11,817-24 
Procedure,  Abrahams  -         -  p.  687-8 

Relations  between  Secretaiy  of  State  and,  Holder- 
ness       -  ■  P-  693-4 
Representation  of  Indian  mercantile  and  banking 
interests  desii-able  and  suggestion,  Fon-est  p.  700 
Representation   of    London  financial  experience, 
important,  Holderness     •                  -        11,775-7 
Representation,  nature  of,  Holderness  -     11,857-64 
Whole-time  members,  advantage  of,  Holderness 

11,865-7 
Criticism  that  London  interests  are  considered  more 
than  Indian  not  fair,  Carrie        -  - 10,587 

Deputy  Accotuatant-General,  note  re  advisability  of 
announcing  that  gold  shipments  to  England  ai'e 
on  behalf  of  paper  currency  reserves,  not  for 
replenishing  balances  and  not  available  for  loan 

_  p.  136,  p.  288 

Disbursements,  question  as  to  possibility  of  reducing, 

Abrahams  ...  -        -        -    p.  17 

Finance  Committee  : 
Chairman : 
a  City  bajiker,  not    necessaay  and    some  ad- 
vantages seen  in  another  system,  Holderness 

11,778-9 

a  City  member  for  last  30  yeaa-s,  and  present 

chairman   appointed   by  Secretary  of  State, 

Badoeh 1844-7 

Nominated  by  Secretary  of  State,  Abrahams 

11,611-2 
Position  and  powers,  Schuster  -       10,992-4 

Practice  of  appelating  city  man  as,  Abrahams 

11,715-22 
and  Changes  in  approved  Borrowers'  List,  see  under 
Approved  Borrowers'  List,  wnd^r  Lending  by 
Government  of  England. 
City  members,  Badoek        .        .        -         .     1843 
a  Committee  of  the  Council,  Badoch   -        -     1849 
Composition,  at  discretion  of  Seoretai-y  of  State, 
and  mode  not  different  from  that  in  connection 
with  any  other  committee,  Badoek  -  1951-3 

ex-Oomptroller-General  or  Secretary  to   Finance 
Department  in  India  might  be  appointed,  Holder- 
ness       -  ...  11,755-7 
suggested    re- Constitution,     Hamilton,     2460-5, 
p.  526,  p.  528  ;  Webb,  6112-20,  6253-6,  p.  569  ; 
McLeod,  7069-70,  7099,  7127-35j  7214-6,  p.  598 ; 
Beed,  9975,  10,006-8, 10,031,  p.  668 ;  Abrahams, 
11,609-12,  p.  688 ;  Dalai,  p.  687 ;  Ghwnilal,  p.  768 
Criticism  of,  Webb     ■        -               6113-5,  p.  568 
Delegation  of  more  business  to  officials,  suggestion, 
Sehmter          -                 ...     10,989-90 
Delegation  of  powers  to  Chairman  or  Chairman 
and  one  or  two  others  in  some  cases,  Badoch 

1849-50 


India  Office — continued. 
Finance  Committee — continued. 

no  Difference  between  interests  served  by,  and  by  j 

Government  of  India,  Abrahams      -  853 

Indian  Civil  Servant  ti-ained  in  Indian  finance  as 

member  of,  would  be  advantageous,  but  defimite 

rule  not  advocated,  Schtister  -    11,175-81, 

11,232-7 

Indian  interests  not  sacrificed  to  London  interests, 

Le  Marchant  -  -         -  7684-8 

Indian    experience,     extent     of     representation, 

Schuster  -      11,079-81 

every  Indian  Finance  Minister  retiring  to  be  on, 

in  tvirn : 

would  be  Advantageous,  Webb  6263-4 

Advisability  doubted,  Le  Marchant  -  7764-5 

Lack  of  Indian  financial  expeiience  on,  Holderness 

11,751-3 
London  experience  required  for   home  affaii-s,  and 
Indian  experience  for  Indian  affairs,  representa- 
tion of  Indian  views  desirable,  Le  Marchant 

7679-83,  7772-80 

Meetittgs     twice     a     week     would     be    possible, 

Holderness      -         ■  -  11,816 

Members  : 

with    Indian     financial     experience     formerly, 

Abrahams    ■  -  11,631-4 

all  Members  of  Council,  Abrahams       11,629-30 

Number,  Holderness  -  11,829^33 

Permanent  Under-Secretaries  not  membei'S  of, 
Ijut  are  present  at  meetings,  Abrahams  11,695-6 

Presence  of  two  London  bankers  and  absence  of 
Indian  or  Anglo-Indian  banker,  or  experienced 
European  official  of  Indian  Government, 
criticised,  Webb  -        p.  668,  p.  570 

Procedure,  Abrahams  -  -  -p.  688 

Retention  of  some  form  of,  desii-able,  if  Lord 
Crewe's  scheme  adoj)ted,  Abrahams      11,667-71 

all  Transactions  re  loans  reported  to,  Inchcape 

10,676-7,  10,685-8 

Unofficial  members,  advantage,  Abi-ahams   - 11,669 

standing  Finance  Committee  undbk  eb-obgan- 

ISED   CotlNCIl: 

Constitution,  question,  Holderness  11,870-5, 

11,894^5 
Possibility  of  establishing,  Holderness    11,785-800 

Financial  Department  : 

Checks  and  controls  adequate  ia  present  system, 
Le  Marchant  -         -  ...     7814 

Criticism  of,  Webb      -        -        .      6113-5,  p.  568 
Defects  of  normal  organisation,  Abrahams 

11,616-24,  11,736 
Orgaiiisation,  staff,  &c.,  Ahrahams      -  11,595-608 
Relations  with  Finance  branch  in  India,  change 
necessary  and  suggestion,  Fleetwood-Wilson 

11,439, 11,447-56, 11,467-72,  11,474-93 

Staff,  quality  of,  exceedingly  good  on  the  whole, 

Abrahams   -        -  .        -11,613-5 

Financial  administration,  possibility  of  facilitating 

business  on  any  special  occasion,  Abrahams 

11,725-30 
Fmancial  organisation,  satisfactory  and  work  well  and 
on  the  whole  expeditiously  done,  Abrahams 

11,723-4 
Fmancial  organisation  and  procedure,  criticism,  Webb 

p.  564-8 
Fmancial  questions,  procedure  re,  Abrahams 

11.579-94, 11,603-8,  p.  689-90 
Financial  Secretary,  position  of,  Abrahams,  11,699- 

602 ;  Holderness,  11,739-42. 

General  banking  business  should  not  be  carried  on 

by,  Balal   -        -  -         -         -  p.  684 

Letter  to  Bank  of  England  re  holding  of  gold  portion 

of  paper  cun-ency  resei-ve  -         -        ,  p.  288 

Machinery,  results  satisfactory  owing  to  capacity  of 

the  men  working  it,  Le  Marchant  7808-9 

Means  exist  for  dealing  promptly  with  urgent  matters, 

Le  Marchant 7813 

Means   of  obtaining   Indian   opinion   sufficient,   Le 
Marchant  «        -        .        .        .        ,  7815-6 
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India  Office — continued. 

Payments,  memorandum  on  authority  required  for, 

and  system  of  control,  Badoek  -        p.  331-5 

Permanent    staff    taking  part    in   financial    work, 

members,  Abrahams  .  p.  688-9 

Purchase  of  stores  for  India,  system,  Badoek  p.  331-2 
Relations  with  Government  of  India,  Medon  -    9470 

Secbbtabt  op  State : 

Oounoil,  see  Council  above. 

Delegation  of  certain  powers  of  sanction  to  Indian 

authcxrities,  Holdemess  .■        ,         -  p.  694 

Difference  of  powers  in  financial  and  non-flnancial 

matters,  Holdemess  •     11,847-56 

permanent  Establishment  of : 

According  to  Grovernment  of  India  Act  of  1858, 
Holdemess  -  -         -  ?•  694 

Arrangement  re  financial  business,  Holdemess 

p.  695 

Statement  showing  balance  and  cash  transactions  for 

each  day  in  1912-13,  Badoek       -    .  p.  319-27 

Store  Department,  mechanism  adeqi'iate,  Le  Marehant 

7811-2 
Transaction  of  business  satisfactory  on  the  whole, 
but    some     unnecessary    delay    and    formalism, 
Holdemess  -  11,884-90 

Under  Secretary  of  State  or  Assistant  should  have 
financial  experience,  Abrahams,  11,625-8, 11,660-1, 
11,734-7;  Holdemess,  11,738a,  11,749. 
Indian  Currency  Committee,  1898-99   (fowler    Com- 
mittee), report  of,  referred  to,  and  quoted       488-92, 
549-59,  803-24,  1080-1,  9387-8,  9582  p.  11,  p.  87, 

p.  340-1,  p.  523 
Indian  Money  Market: 

Agriculturists  would  probably  be  outside,  AbraJiams 
^  166-7 

Connection  of  native  with  European,  question  of 
extent,  Abrahams,  163-7  ;  Eeid,  7425-8. 

Connection  with  London  money  market,  question  of, 
Abrahams,  162-8,  240-1,  248-9,  1058-62 ;  Taomey 
and  Fraser,  2959-62  ;  Hunter,  6912-9. 

no  Direct  relations  between  London  market  and,  but 
indirect  relations,  Cole  3347 

Letters  re  effect  of  dear  money  on  export  trade, 
Abrahams  -  P-  393-4 

Money  dear  from  November  to  March,  McBobert 

4195-9 

Stringency  in  busy  season  unavoidable,  Beid   7272-3 

Stringency    not    due    to  withdrawal    of    sums    by 

Government,  McLeod  ■  7091-4 

Indian  Railway  Finance  Committee,   interim  report, 

1901,  Abrahams  -  ■  p.  156-7 

Industrial  debentures,  free  use  of,  hindered  by  stamp 

duty,  Balal   -  -  -  P-  676 

Interest,  Rates  of: 

Hiffher  in  all  comparatively  new  countries.  Smith 
■      ^  8602 

Higher  than  in  any  other  part  of  the  Empire,  Webb  ^ 

Investments  in  India,  particulars  and  statistics,  1890- 
1912,  Pandya  ..        -         :  -  p.  657 

Irrigation : 

see  also  Railways  and  Irrigation  Works. 
Capital  outlay,  1900-1  to  1910-1,  Pandya      -  p.  654 
Progi-amme   must  be   continued  for  several  years, 
Chunilal  -  P-  '^^f 

Statistics,  Howard  -  P-  ^83 

Underspending,  Abrahams      .        -         -  76 

Use  of  money  in  hoards  desirable,  Beid  -  p.  575 

Jackson,  Sir  Thomas,  evidence  before  Singapore  Com- 
mission quoted,  Frewen  -        -  9519  (p.  30) 

Joint  Stock  Banks  in  India: 

Bon-owere,  classes,  Sm«m  ,    ,"  laoo^ionTf 

Capital  of  (excluding  Presidency  banks),  1863, 1900 

p.  433 

Depositors,  classes.  Smith      -        -        •  8843-9 


Joint  Stock  Banks  in  India — continued. 
Deposits  : 

1901, 1910,  Smith       -         -  ,  -         -  p.  614 

Growth  of,  and  more  people  getting  in  touch  with 

banking.  Smith  -        -  8454-9 

Increase  and  question  as  to  adequacy   of   cash 

balances,  Fraser      -        -  2868-71 

Position  of,  Abrahams    -  -        -  p.  6 

considerable  Reserves,  and  question  of  proportion  of 

amount  at  Presidency  banks  with  total.  Smith 

<«68i-92 

no  Sums  on  deposit  vjith  Presidency  banks  to  any 

important  extent,  Toomsy  and  Fraser  -         2872-4 

Jute  cultivators,  Eastern  Bengal,  silver  prefeiTed  by. 

to  gold  or  notes,  Howard        -  -     8393 

Karachi  Chamber  of  Commerce : 

Address  in  favour  of  holding  substantial  poi-tion  of 
gold  standard  reserve  in  gold  in  India,  and  of 
defining  nature,  &c.  of,  by  statute,  Abrahams 

p.  195 
Letters,   1904   and ,  1908,   re   proposed    increase   of 
invested  portion  of  paper  oiuTency  reserve 

p.  270-1,  281 

Letter    to,    from   Grovernment    of    India,   1899,   re 

relaxing      restrictions      on     'Presidency     banks, 

Abrahmns  ....  -p.  358 

Letter  re  proposal  to  use  half  profit  on  coinage  for 

railway  purposes,  1st  October  1907,  Abrahams 

p.  174-5 

Keynes,  J.  M.,  extracts  from  "  Indian  Currency  and 

Finance "  by,  Webb  -  -       p.  566-7 

Law,  The  Right  Hon.  Sir  Edward: 

Minute  re  establishment  of  Central  Bank,  January 

1901,  Abrahams  ■  p,  428-38 

Minutes  re  Gold  Exchange  Fund,  1900,  Abrahams 

p.  114-21,  p.  123-6 
Opinion  and  policy  re  gold  standard  reserve,  Abrahams 

560-6,  p.  110-11 

Speech  re  biU  to  enable   use  of   gold   in  currency 

reserve  for  purchase  of  silver,  Newmarch     -     1666 

LE  MARCHANT,  F.  C.         -  7615-7853 

Balances,  policy  re,  approved,  but  alternative  of 
borrowing  more  largely  for  development  works 

7828-36 
Banking,  development  of,  would  be  advantageous 

7852-3 

Bills  ■  in  India  on  London,  at  Is.   3»-f ^.,  obligation, 

proposal  not  approved  7718—9 

Centeai  oe  State  Bank: 

Central     Board,    question     as    to    possibility    of 
obtaining  members  -  -      7798-807 

Difficulties  : 
re  Advances  -  -  7704-6 

Branches  all  over  the  country,  possible  expense 
of        -        -        -        •  7667,  7700-4 

Nature  of  representation  in  London  7697-9 

Risk  of  interfering  with  existing  institutions 

7695-7 
Directors,  strong  directorate  would  be  necessary,. 
I  and  question  as  to  possibility  of  obtaining 

7791-7 

Disadvantages  7667 

Position,  difference  from  that  of  State  banks  in 

other  countries  -        -  7756-61 

Purchasers  of   OouncU  biUs  prefer   dealii^  with 

Government  through  Bank  of  England   -     7715 

Question  of ,  -  7667 

original  Reason  for,  to  assist  Government  in  support 

of  exchange  policy,  no  longer  of  importance 

7781-9 

Risk    of    bank    becoming    another    Government 

Department  -        -  -   7668,  7707 

Secretary  of  State  and  Government  of  India  would 

not  be  entirely  i-elieved  of  responsibility  -    7668 

7709-12 

Council    Bills    and    Telegraphic    Transpees, 

Sale  : 

below  or  above  Is.  id.  according  to  supply  and 

demand  approved  ...        -        7716-24 

at  Is.  M.  only,  objection  ta        J        -  7720-4 
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LE  MARCHA.NT,  T.  G.—coniinued. 

Currency,  increase  by  coining  of  additional  i-upees 
would  be  preferred  under  present  circumstances  to 
putting  additional  sovereigns  in  circulation  7820 
Deposits  with  banks  in  London,  without  security, 
approved,  and  equally  good  terms  would  not  have 
been  obtained  otherwise  -        7839-46 

Exchange : 

Crisis  of  1907-8  : 

ISSue  of  gold  not  successful  in  supporting  ex- 
change -  -  7633-6 
Use  of  reserves  immediately  in  form  of  sterling 
drafts  on  London  at  earlier  date  would  have 
created  a  better  feeling                            7725-6 
Gold  in  circulation  of  less  value  in  supporting,  than 
gold  in  banks,  &c.                 7646,  7652-5,  7664-5 
Gold,  large  amount  goes  into  India,  but  passes  out 
of  immediate  currency         ■                   -          7640-1 
Gold  bars,  import  formerly  when  any  degree  of  un- 
settlement  in  India                                         7664-5 

Gold  Cukeency : 

Effective  in  Punjab,  Northern  India,  and  Bombay 

7644 
Fluctuations  in  extent  of  use  of  -  -  -  7645 
Pressing  of,  by  Government  not  advocated     7644, 

7821 
Return  to  centres  anticipated  7847-51 

Gold  Mint: 

special  Indian  coin  might  conflict  with  sovereign 

7666 
little  Importance  attached  to  -         -     7666 

Reason  for  Fowler  Committee  recommending 

7659-62 
1 0  rupee  piece  : 

would  not  be  Available  for  export  on  favourable 
terms  -         -  -  7843 

would  Compete  with  10  rupee  currency  note 

7844 
Gold  Standard  Reserve  : 

Amalgamation  with  paper  currency  reserve  : 
possible  Advantages,  but  difficulties  7620 

Possible  eventually,  but  uses  in  separate  systems 

7741-3 
Form  : 
Gold: 

Actual  gold,  idea  predominated  in  minds  of 
Fowler  Committee  7617 

Amount : 

Question  of  -  7637-8 

not  Sufficient  if  no  gold  in  paper  currency 
reserve  or  easily  available  in  London 

7620,  7622-5 
Securities  : 

a   Departui-e   from    intentions    of    Fowler 

Committee  to  certain  extent  7727-r!4 

future  Investment,  stocks  with   maturities 

wiser   than    securities   with    no    date   of 

redemption  fixed  -         -         -  7621 

Qviestion  of   result  of    sale  of,  in  time  of 

crisis  -  -        7735-40 

Gold,  location  in  London,  necessity  for         7632-6  ' 

Statutory   regulations,   not    advocated   till   wider 

experience  gained  -  7627-8 

Subsidiary   branch   in   India   (silver),  transfer   to 

paper   currency  resei^e   in   exchange  for   gold. 

question  of  7629-31 

Hoards,  question  of  circumstances  likely  to  attract 

gold  from  -  7642-3 

India  Ofeice: 

Finance  Committee : 

Appointment  on,  of  finance  minister  on  resigning 
from  India,  advisability  doubted  7754-5 

Indian  interests  not  sacrificed  to  London 
interests      -  -         -  7684-8 

London  experience  required  for  Home  affairs, 
Indian  experience  tor  Indian  affairs,  repre- 
sentation of  Indian  views  desirable     7679-83, 

7772-80 
Means  of  obtaining  Indian  opinion  sufficient 

7815-6 


LE  MARCHANT,  F.  C— continued. 
India  Office— contimied. 
Finance  Department : 

Checks  and  controls  adequate  in  present  system 

7814 

Means  exist  for  dealing  promptly  with  ui-gent 

matters  -  7813 

Machinery,  results  satisfactory  owing  to  capacity 

of  the  men  working  it      -  7808-9 

Store  Department,  mechanism  adequate       7811-2 

Lending  by  Government  in  India,  to  Presidency  banks 

exclusively,  advocated         -  -     7671 

Lending  by   Government  in  London,   difficulty  of 

securities  7838 

Notes  : 

Encoiu-agement  of,  preferable  7657-8 

Increased  use  of  -         -     7656 

Paper  CtrRBENCY  Reserve,  Fiduciary  portion  : 
Loans  to  Presidency  Banks,  suggested  -  7673 
Proportion  of  minimum  circulation  suggested 

7674-8 

Presdency    Banks,    loans     to,    during    busy 

season : 
Advocated  -  7669-71 

Amount,  question  of  -  7673 

Banks  could  take  bills  of  merchants,  and  those  bills 

with   then-   endorsement   would   be    reasonable 

security  -         -         -  -         .  7672 

from  Fiduciary  portion  of  paper  currency  reserve, 

suggested        -  7673 

Rupees  : 

Demand  for  gold    in   exchange   for,   question  of 

dependence   on  balance  of  ti-ade  or  amount  of 

coin  in  circulation  7762-8 

Growth   of   circulation,  no   risk   seen   at  present, 

but  risk  dependent  on  circumstances        7648-51 
no  Redundancy  -         ■         -  7744-50 

Govei-mnent  giving  gold  for,  limit  to,  on  approach 

of  crisis,  principle  cannot  be  laid  down     7751-3 

Russia,  exchai^e  system,  and  extent  of  analogy  with 

Indian  system    -  7689-94 

Silver,  purchase  op,  for  coinage  : 

Question  whether  Secretai-y  of  State  has  waited 

too  long  before  pm-chasing  7823-7 

Regular  purchases,  difficulty  7S22 

Sovereigns : 

a  Convenient  coin  for  considerable  number  of  com- 
munity, but  cannot  be  for  large  portion  -     7842 
Supply  when  desired  by  people  advocated,  except 
when  demand  evidently  only  in  place  of  bullion 

7645 

Legislative    Councils,    changes     in    constitution    and 

functions,  Beed      -  p.  662-3,  p.  663-4 

Lending  by  Government  in  Ei^land: 

Advantages  and  disadvantages,  Cole  3450-4 

Advantage  to  Indian  trade  and  finance,  Schtister 

11,015.  11,199-203 
Advantage  to  London  money  market  and  trade  of 

the  country,  Schuster  -  11,015 

Agreement  for,  copy,  Badock  p.  314-5 

Amount,  Badoch    -  1854-7,  1922,  1934-7,  p.  309 

Amounts,    system,    and    question    as    to    deciding  • 

minimum  amount   for   loan  (at    present    50,000Z. 

and.  multiples),  Scott  -  2118-25 

Approved,  Boss  -  .     3595 

Approved  only  if  money  could  not  be  better  used  in 

India,  Hamilton  2281-2 

Approved  borrowers'  list  : 

Application     for     admission,    &c.,   possibility   of, 

known  by  finns,  Inchcape  -       10,680-2 

Changes  : 

Made  on  responsibility  of  chairman  of  Finance 

Committee,  under  orders  of  Secretary  of  State, 

Inchcape  .  10,677-9 

Reported    to     Finance    Committee,    Inchcape, 

10,683-4 ;  Schuster,  10,996-7. 

Enlargement,  so  as  to  include  some  foreign  banks, 

suggestion,  Fraser  -        .  .  2800-1 
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Lending  by  Government  in  Engknd-cowfemed. 
Appeoved  BOBEowERa'  i^ist: —continued. 

Enlargement  question,  but  a]l  large  firms  believed 

to  be  on  list^CiwTie  .         .       10  491-6 

Firms  on,  list  of,  Badock     -  .        p  'sis.g 

Method  of  choosing,  Abrahams  -  '      533 

One  withdrawal  in  consequence  of  publicity  given 

by  discussion  in  Parliament,  Scott  .     2096 

System    and    procedure,    Scott,   2091-5    2115-7- 

Schuster,  10,996.  ,       xo  ,  , 

System,  &c,  BadocJc         1839-43, 1851-3,  1956-7 
.,.,„,,  2036-9,  p.  209 

Audit,  Badock  .         .        .      1903-4,  p.  311 

against  Bank  bilk,  with  certain  restrictions  sugges- 
tion, Currie        -  10,523-4,  10.531-3,  p.  669 

THEOUGH  Bank  of  England  : 

Bank   might   not    care   to   undertake,   owing    to 
competition  with  their  own  operations,  Currie 

10,511  note 

Best  rate  might  not  always  be  got,  Currie  -  10,604 

would  Cost  more  than   present    system    and    no 

advantage   seen,    Currie,    11,509-11  ;    Schuster, 

10,013-4. 

Less  good  terms  would  be  obtained,  Inchcape 

10,737-41 

Suggestion  re,  Harrison  10,338-40,  i0,358-83 

below  Bank  rate,  Cole  -  3420 

Borrowers  practically  given  permanent  loans  at  rates 

payable  for  short  term  loans,  Webb  5447-51, 

p.  552-3 
Borrowings  and  repayments  since  1908,  Webb  p.  552 
Broker,  see  under  India  OfiSce. 
Cases  of  failure  to  pay  on  due  date,  Badock,  1912-3, 

1998-2000,  2006-7,  p.  312 ;  Currie,  10,503-4. 
Criticism  of  system,  Webb,  p.  551-3  ;  Chunilal,  p.  765. 
Defaults,  but  no  ultimate  loss  in  capital,  Inchcape 

10,880-5 
Deposits  with  Banks,  see  that  title. 
Disadvantage  to  banks,  Schuster    -         -         - 11,015 
Indian  credit  not  damaged  by,  Cole  3360 

Instructions  to  broker,  Badock  p.  310-1 

[NTEBEST  : 
Average  rate  of,  on,  in  each  month  in  1910,  1911, 
1912,  1913  (to  31st  May),  and  bank  rate  during 
corresponding  periods,  Badock  -  p.  328 

Close  rate  believed  to  be  obtained,  Badock  1965-6 
Holding  back  of  money  to  get  better  rate,  would 
not  be  desirable,  Inchcape  -       10,743-4 

Low  rate  of,  Webb  ■        -      4985-7,  p.  552 

too  Low  sometimes  from  point  of  view  of  main- 
taining discount  rate  in  London,  Cole        3348-9 
Protection  against   broker  accepting  wrong  rate, 
Badoclc    ■  ■  -   1931,1964 

Rate  of,  and  question  of  increasing,  Abrahams 

171-6 
Rate  sometimes  rather  low,  and  reasons,  Currie 

10,603 
Responsibility  rests  with  broker,  Badock   1879-80, 

p.  311 

Same  rate  obtained  from  all  borrowers  on  one  day, 

and  procedure  re,  Badock,  2030-2  ;  Scott,  2158- 

74,  2186-200. 

Interest  realised  from,  gross  and  net  amounts  of, 

and   brokers"    commission,    1893-94    to    1912-13. 

Badock  ■  -  P-  318 

List  of  firms  and  amounts  lent,  1912,  Webb    p.  551-2 

Making   of,   direct  by  India  Office,  on  some   such 

principle  as  sale  of  Council  Bills,  suggestion,  Smith 

8593-4,  8822-4,  p.  617 
Maximum  total  amount  usually  able  to  be  placed, 
Badock  ■        -      2033-5,  p.  312 

Method  of  payment  of,  Badock  1862,  p.  311 

Money  sometimes  held  over,  to  obtain  better  rate, 
Badock  2031 

Objection  to,   Harrison,   10,193-8,   10,338,   10,377; 

Pandya,  p.  635,  p.  636. 
Objection  to  system,  control  of  Bank   of  England 
over  money   market  may  be    weakened    by,  and 
market  rate  lowered,  Cole  -         -   3348-59,  3372-3, 

3427-30,  3463-78 
no  Objection  to,  McBobert     -  -         -     3929 
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at  Par  on  Indian  railway  debentures,  Badock  1923-5 

Period  approved,  firms  preferred  short  period,  and 

question  of  extension,  Inchcape  10,714-5, 10,901-23 

Period,  and  question  of  extension,  Scott.  2149-57 ; 

Currie,  10,609-21. 
Period  and  system  of  fixing,  Badock      1858-9, 1933, 
1996-2000,  2005,  p.  309-10 
Procedure  in  case  of  failure  of  a  borrower,  Badock 

2001-4,  2009 

after  Provision  for  all  special  liabilities  foreseen,  rest 

distributed  evenly  over  each  business  day,  Badock, 

2014 

when  Rates  high  in  India,  criticism  not  unnatm-al, 

Newmarch  -  -  1362-3 

Sbctjeities  : 

Authorised  for  acceptance,  list,  Badock        1860-9, 

p.  310 
Colonial  securities  : 
Inclusion  of,  considered  to  be  against  interests 
of  British  Government,  Cole  ■     3365 

Recent  acceptance  of  certain,  explanation   re- 
garding, Schuster  11,011 
Commercial  bills,  would  be  objected  to.  Schuster 

11,011,  11,221-2, 11,225 

Confining  of,  to  securities  registered  at  Bank  of 

England,  reason  for,  and  difficulties  otherwise, 

Scott       -  .        -  2083-90,  2144-8 

Difficulty  of  obtaining  authorised  ,  Le  Marchant 

7838 
Difficulty  owing  to  large  amount  of  money  to  be 
lent,  Cole  -     3423 

Extension : 

Business  would  be  somewhat  facilitated  by,  Scott 

2147-8 
Question  of,  Badock  -        1919-21 

India  debentures,  explanation,  Badock  1980 

India  sterling  bills  as,  case  of,  Webb  -  p.  553 

Letters  to  Bank   of   England   and  broker  giving 
instructions  re,  Badock  1893,  1913,  p.  812-4 

List  sufficient  in  normal  times,  Scott  2083-4 

Market  more  limited  now,  Badock  2034-5 

Only  those   vesistered  at   Bank  of   England  ex- 
planation, Schuster  11,009-10 
Other  than  those  registered  at  Banlc  of  England, 
question   of,    Cole,   3507-9  ;  Currie,  10,525-30 ; 
•     Inchcape,  10,720-7. 
Particulars  re,  1912, 1913,  on  certain  dates,  Badock 

p.  317 

Reason  for  certain,  being  taken  at  par  value  and 

othex's  at  market  value,  Badock,  1870-1,  1923-4, 

1958-63,    1980-82;.    Scott,     2075-6,    2108-11; 

Inchcape,  10,875-9,  10,886  ;  Schuster,  11,288. 

Taken  at  par,  no  change  advocated,  Scott    2079-82 

Taking  of  Indian  at  par  value  and  British  at  market 

value,  considered  bad  business.  Cole  3361-5 

for    Short    periods    criticised    and    longer    periods 

advocated,  Webb  4988-90,  5197-8 

Small  amount  sometimes  remains  unlent  for  short 

time,  Badock       -  1855-6 

Statement    showing    transactions   for   each   day   in 

1912-13,  Badock  p.  319-27 

System,  Inchcape  10,667-75 

System  satisfactory  and  no  loss  incurred,  Currie 

p.  669 
Temporally  abstention  from,  might  help  rate.  Cole 

3421-2 
up  to  10  millions  always  possible  to  approved  bor- 
rowers, Currie  •  p.  669 
by  Tender,  would  not  be  satisfactory,  Inchcape 

10,742 

Timing  of,  to  prevent  public  criticiom  of  borrowing 

money  to  meet  payments  at  higher  rate  than  that 

received  from  loans,  question  of,  Badock     2013-24 

all   Transactions   reported   to   Finance   Committee, 

Inchcape  10.676-7,  10,685-8 

Lending  by  Government  in  India: 

Advocated,  McBobert,  p.  547;  Webb,  4992-5001. 
5008-10,  5053-7,  5371-80,  6093,  p.  554,  p.  569 ; 
Pandya,  9793  ;  Sassoon  David,  p.  715  ;  Thackersey, 

p.  718. 
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Advocated  against  seoui-ities.  when,  bank  rate  5  per 

cent,  and  over,  Sassoon  David  -  p.  TIS 

not  Advocated,  increase  of  deposits  with  Presidency 

Banks  preferred  instead,  Harrison  10,186-9 

Amount  available  for,  question  of,  Bhvpendra  Nath 

Miira         -         -  -  -        4508-19 

Amomit  would   be  limited  as  difficulty  of  security, 

Toomey  .  2832-4 

PEOM  Balances  .- 

Balances  not  available  for,  as  in  London,  but  no 
reason  against,  McBobert         -  3930-1 

not  Desirable  unless  very  small  amouut,  Currie 

10,534-5,  10,595,  p.  669 

Objections  to,  Meaton  9067,  9217,  9300-3 

Practicable  to  small  extent  but  not  advocated,  and 

reasons,  5arroM)  -        -    3046-7,3051-2,3257-67 

from  Balances  or  paper  currency  reserve  immaterial, 

HamiUmi  -  2464-6 

from  Balances  and  from  paper  currency  resei-ve  not 

objected  to,  Schuster  -         -  11,062-3 

Bank  rate  on  deposits  might  be  reduced.  Hunter 

6896-8 

average  Bank  rate  will  be  lowered,  Ohunilal     p.  765 

Bank  rate  would  be  kept  down  by,  say,  a  10  crore 

loan  to  6  per  cent..  Smith  -  8487 

TO  Banks : 

Advocated,  Dunbar  -        -        -  7861-4 

Attitude  of  Government  of  India  re,  Meston,  9065-6 

to  All  banks  of  standing  against  approved  secu- 
rities advocated,  Pand/ya  9630-45,  p.  635 

5  lakhs  should  be  minimum  amount  to  any  une 
bank,  Pandya  ...  .     9806 

at  1  per  cent,  under  London  bank  rate,  scheme, 
Hamilton        ■     2367-81,  2493-6,  p.  527,  p.  529 

Other  than  Presidency  at  rate  not  exceeding  6  per 
cent,  if  bank  rate  over  6  per  cent.,  and  the 
Presidency  Banks  have  not  taken  loans  at  rate 
offered  by  Government,  suggestion,  Thaehersey 

p.  718-9 

during  Periods  of  stringency  advocated,  and  loans 
xip  to  three  months  suggested,  Pandya    9632-5, 

p.  636 

on  Security : 
Advocated  at  6  per  cent,  when  bank  rate  above 
6  per  cent.,  McBobert  -        3933-56,  4048-^7, 
4094-5,  4186-204,  4211-4,  4217-24,  4266-6 
Advocated,   below   bank    rate,   but   system    of 
tender  might  be  preferable,  Ross  -       3603-12, 
3700-7,  3725-7,  3886,  p.  643 
Government  paper,  suggestion  and  question  of 
effect,  Pandya  -        -         -      9796-809 

Suggestion,  Dunbar    -  7866-6,  7869-71,  7970-4 
Central  banking  institution  desirable,  and  sugges- 
tions ve,  Beid     -        -  7274-9 
Class  who  would  benefit,  and  question  as  to    how 
far  cultivators  would  benefit.  Smith           8488-98, 

8836-42 

Competency  of   Government    officers    to   do  work, 

Meston  ■  9221-6 

should  be  Confined  to  banks  at  first,  but   not   only 

Presidency  banks,  but  to  Presidency  banks   only 

would  be  better  than  not  at  all.  Smith, 

8470-1,  8474-81 

should  be  Confined  to  Presidency  banks,  Toomey  and 

Fraser,   2797-8,  2943-7,  2991;   Bhwpend/ra  Nath 

Mitra,  4347,    4374;    Le  Marchant,   7671;    Beed, 

9913-6. 

shoidd  be  Confined  to  Presidency  and  (if  desired)  to 

exchange  banks,  Howa/rd  -        -  8172-4 

Correspondence    between     Bombay     Chamber     of 

Commerce  and  Govei-nment  of  India  re,  1888-9, 

Abrahams  -  -  -  p.  36-41 

Criticism,  Webb  -        -  -  p.  565 

no  general  Demand  for,  telegram  from  Viceroy  to 

Secretary  of  State,  22nd  January  1913,  Abrahams 

p.  66 

Demand  might  arise  when  Government  less  able  to 

lend,  Beid  ...  .         7301-3 
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Demand,  question  as  to  extent,  Bhivpendra  Nath 
Mitra,  2845-6,  2991 ;  Webb,  4372,  5014-6,  5057. 
5389-90;  Howard,  p.  579;  Hunter,  6401-8, 
6611-4,  6623  ;  Beid,  7269-71 ;  Smith,  8482-6. 

Dependence  op  Teadb  on : 

Anticipated   to   undue    extent,   Bhuupendra   Nath 
Mitra     -        -  -         4341,4363-4 

Objection  from  point  of  view  of,  not  agreed  with, 
Webb      .  -  -         -  5017 

Question  of.  Hunter,  6409-16  ;  Beid,  7297-300. 
not  Desirable  in  opinion  of   commercial  men,  &c., 
Abrahams  -  -         -         -        97 

Difficulty  in  case  of  Government  having  to  withdraw 
money  at  unexpected  times,  Abrahams  261 

no  Difficulty  anticipated,  and  money  available  would 
be  limited  if  balances  reduced,  Webb  6289-96,  5199 
Disadvantages,  Abrahams       -  p.  6-7 

previous  Discussions  re,  Howard    -  8169 

Distribution  question,  Dunbar  8080-2 

of  Excess  in  January,  February  and  March,  no  objec- 
tion to,  but  possible  difficulty,  Abrahams      353-60 
to  Exchange  Banks,  see  under  Exchange  Banks. 
Extract  from  Financial  Statement,  1889-90,  Abra- 
hams '  -    p.  48 
Extract  from  proceedings   of   Legislative   Council, 
January  1900,  Abrahams                      -       p,  396-7 
Facihties  not  comparable  to  those  in  London,  New- 
march        -        -  1432-3 
to  Firms   and   institutions   other   than  banks  not 
advocated,  Howard     •         -                 -        -  p.  580 
to  Firms,  should  be  possible,  Webb                   6281-3 
First  three  months  of  1913  would  have  been  suitable, 
Abrahams  -                                     -                  -       280 
not  very  much  Importance  attached  to,  Toomey  2992 
Increased   demand   for  Government   securities   will 
result,  Ohunilal  -                                     .         .  p.  765 
India  Office  would  agree  to,  if  Government  of  India 
suggested,  Schuster                              11,056,  11,157 
Issue  of  short-term  bearer  bonds  would  be  iiseful 
in  connection  with,  Webb                                6292-4 
to  Large  extent,  on  security,  question  of  possibility 
and  value  of  securities,  Abrahams         141-4,  146-7 
Letter  from  Government  of  India  January  1901,  to 
Presidency  Banks  and  replies,  Abrahams  p.  442-57 
Letter  from  Government  of  India  to  Secretary  of 
State,  January  1900,  Abraham,s  -                  -  p.  402 
no  Limit  suggested  as  to  amount,  Hamilton  •     2445 
Loans   to  Presidency  Banks   preferable,  Abrahams, 

453-63 ;  Graham,  4906-9. 

Objection  of  Secretary  of  State  to,  Abrahams  4614-5 

Objection  to,  in  the  past,  Meston  -  9300-3 

Objection  to,  that  amount    of    balances  available 

would  be  uncertain,  but  advantages  might  possibly 

outweigh,  Barrow      '  3047,  3254-6,  3267,  3313-24 

to  Other  than  Presidency  Banks  without  secm-ities 

advocated   within  reasonable   limits,   but   not  to 

private  firms.  Hunter  -  -        -      6394-400 

should  be  from  Paper  Cm-rency  Reserve,  as  balances 

a  fluctuating  item.  Smith    -  -      8499-501 

from    Paper    Cvu-rency    Reserve,   see    under   Paper 

Cuirency  Reserve. 
Power  possessed,  but  never  exercised,  Abrahams 

p.  6,  452 
Preference  should  be   given  to  Presidency  Banks, 
Chvnilal  -  .  .p.  765 

to  Presidency  Banks,  see  under  Presidency  Banks, 
to  Presidency  Banks  only,  in  first  instance,  advo- 
cated, Schuster  -  -  .  11,058 
Proposals  of  Chambers  of  Commerce  re,  1899  p.  384, 

p.  385 

Procedure,  suggestion,  Smith        8698-703,  8826-35 

Proposal  not  contingent  on  establishment  of  Centi-al 

Bank,  Hunter  -        -        t  6662-8 

Purposes,  Webb  -         -         -  5884-5 

for  Purposes  of  trade  during  short  period  of  the  year, 

would  be  advantageous,  but  Mr.  Bryce's  opinion 

against,  quoted,  Newmarch  -         -  1364-6 
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Lending  by  G-overnment  in  India,— nontinmd. 

Question  of,  Abrahams  -  .  96,  218-9,  450-1 

Question  of  effect  on  Indian  bank  rate,  Toomey  and 
Fraser      -  ...  2847-53 

Rate  of  Inteeest : 

1  per  cent,  below  bank  rate  : 

Bank  of  Bengal  would  refuse,  as  unremunerative, 

Bunbar        -  '  -         .         7872-3,  8016 

Scheme,  Hamilton  2367-81,  2493-6,  p.  527,  p.  529 

4  per  cent,  advocated,  and  Bank  rate  would  never 

rise  above  6  per  cent.,  Dunbar         7867-8,  7877, 

7984-6,  7999-8002,  8005,  8083-6' 

6   per  cent,   advocated,  when    bank  rate    above 

6  per  cent.,  McBobert      -         3933-56,  4048-57, 

4094-5,  4186-204,  4211-4,  4217-24,  4265-6 

below  Bank  rate  advocated,  but  system  of  tender 

might  be  preferable.  Boss  3603-12,'3700-7, 

3725-7,  3886,  p.  543 

Rates  obtained  for  Council  bills  might  be  reduced, 

Barrow  -        -       3048-50,  3266 

Refusal  of  request  for  loan  of  50  or  100  lakhs  of  rupees 

on  security  of  Grovernment  papers,  Beid 

7553-4,  p.  571 
little  Risk  need  be  involved,  Smith         -       p.  614-5 

Sbcubities  : 

not  Considered  important,  Hamilton  •  2447-8 

Difficulty  not  contemplated  re,  McBobert,  4044-7  ; 

Smith    -  ■  8693- -7. 

Government  paper  advocated,  Chunilal       -  p.  765, 

p.  769 

Natiu-e  of,  suggestions,  Webb      -     5011-3,  5292-4 

Possibility   of    banks   providing,   question   as    to 

extent,  Samilton  -  2497-503 

Question,  JfcEobcri    ^         -  -        4087-93 

should  be  Reqidred  from  private  borrowers,  from 

banks  should  be  dependent  on  circiunstances, 

Webb      -         -         -  5302-7 

should  be  Required  and  question  as  to  nature  of. 

Smith     ...         -  8472-3,8812-21 

on  Shoi-t  loans  desirable  as  matter  of  business,  but 

not  necessaiy  for  safety,  Hamilton      ■        2449-53 

State  bank  would  be  no  better.  Smith     -  8766-9 

Susaestions  re,  minimum  amouflt,  i-ate,  &o.,  Smith 

^^  8825,  p.  614 

BY  TBNDBE: 

Approved,  Webb 5200 

no  Objection  seen,  Smith   -  -  8870-1 

in  Times  of  pressure,  advocated,  McBobert        p.  547 

from  Treasury  balances  not  objected  to,  Howard  8186 

Loans  to  help  trade,  and  to  earn  interest,  difference 

between,  Abrahams         -  -  430-5 

Loans,  issue  of,  by  Government: 

Explanation  of  system  and  policy  re,  Abrahams  13-4 
Factors  affecting  India's  credit,  Inchcape  10,853-7 
More  could  have  been  raised  by,   if  better  price 

offered,  Webb     ■  -         ^}^^"^ 

Question  of  effect  on  exchange,  Hamilton  2423-9 
Reduction   of  balances   by  suspending,   advocated, 

Webb  -  4969-76, 5048-52,  p>  551 

Satisfactory  nature  of  Indian  credit,  Beed      9936-8, 

Scheme,  Hamilton,  2292-305,  2394-401,  2436-7, 

2352-3,  2468-75,  2508-28,  p.  519-20 

Loans,  issue  of,  by  Government  in  England : 

should  be  Avoided  as  far  as  possible,  Webb     -  p.  568 

Borrowinc;  3,000,0OOL  in  London,  1912,  cntioism  of, 
Wehb    '  -  -         -      5381-8,  p.  553 

Communication  with  Government  of  India,  question 
of  extent,  Abrahams  -  '    -r  ^}.'^^^~° 

Consultation  between  Government  of  Indja  and 
Secretary  of  State  re,  before  opening  of  financial 
year  and  more  frequent  communications,  might 
be  desu-able,  Bhupendra  NathMitra,4.69i-6,  4616- 
28,  4386-99,  4476-80 ;  Mestcm,  9506-10. 

Credit  of  India  not  declined  relatively  lo  tl^at  ot 
other  borrowers.  Cole  -  J^^^^ 

Criticisms,  Webb  -  ..  ,  ^     §'    f 

Impossibility  of  luising  sufficient  capital  by,  Sw*im 
J     .  .  .  -         -       8877-b,  p.  oM 

Increase  of  issue,  anticipated  disadvantages,  Abrahams 

p.  IS 


Loans,   issue   of,  by   Government    in    England — 

continued. 
Increasing   difficulty,   and  question    as    to    reason, 
Abrahams  15,  121-3,  202-7,  523 

India  bills  might  have  been  paid  off  earlier,  Schuster 

11,182 

with  Inflated  balances,  criticism  of,  Pandya      p.  635 

Interest,  gradual  increase,  but  charges  will  decrease 

in  about  30  years,  AbraJiams  24-5 

Loans  &c.   too   much   under    Government    control, 

money  would  be  more  readily  obtained  if  bigger 

facilities  given  for  private  enterprise  in  India,  Cole 

3552 
if  Money  required  on  a  large  scale,  loan  would  have 
to  be  issued  with  fixed  date  for  redemption,  Cole 

3368-76 
Necessity   of,    but    decrease    hoped    for   in   future, 
Nevymarch  -        -        -        -         ■        -  1337 

Net  amount  of,  1909-10  to  1912-13,  and  provision 
for  railway  programme,  Howard  ■         -  p.  578 

1907-09  to  1913-14,  Abrahams  p.  67-73 

None  issued  in  1913,  CtHTse,  10,590  ;  Chunilal,  p.  765. 
Quotations  for,  kept  down  by  knowledge  that  Govern- 
ment will  continue  to  boii'ow  annually.  Cole     3368 
Recommendations  made  by  Finance  Committee  and 
Public  Works  Committee,  but  decisions  made  by 
Secretaiy  of  State  in  Council,  Abrahams        11,699 
Renewal  of    bills,   December   1911,    Meston,   9509 ; 

Schuster,  11,048-9. 
Renewal  of  biUs,  question  whether  Government  of 
India  consulted,  Howard  8164-5 

Statistics,  1910-12,  and  comparison  with  balances  in 
hand,  and  criticism  of  policy,  Webb  5023-40,  p.  553 
Terminable  bonds,  possible  difficulties,  Abrahams  726 
Under-writing  of,  Abrahams  - 11,701-14,  p.  689 

Loans,  issue  of,  by  Government  in  India : 

more  Advantageous  than  borrowing  in  London  some- 
times, McLeod  ■       7054-5,  p.  598 
Advocated,  even  if  interest  slightly  higher  than  in 

London,  McBobert      -  -        -  3991-4 

Advocated  as  far  as  possible,  Graham  -    4910 

Appreciation  recently  in  securities  of    large  port 

tmsts,  &o.  indicate  possibilities  of,  Howard 

p.  581-2 
Attracting   of  money  from   hoards    by,   see    under 

Hoards. 
Borrowing  during  early  part  of  year  and  repayment 

when    taxes     collected,    question    of,    Ha/rrison, 

10,202-8 ;  Inchcape,  10,863-4. 
Class  of  people  taking  shares  in,  Bhupendra  Nath 

Mitra,  4440;    Hunter,   6858-60;   Howard,   8200; 

Smith,  8519. 
little  Demand  on  part  of  small  people  at  present,  but 

might  increase  if  certain  difficulties  were  minimised. 

Hunter  -  ...  6361-3 

smaller  Denominations  of  Government  paper  would 

be  useful,  Beid  -  ...  7438-9 

Desirable,  instead  of  issue  in  England,  as  far  as 

possible,  Meston         -        ■  -         9055-6 

Desirable,  if  terms  equally  favourable  and  even  if 

terms  highei'  if  money  could   be  exti-acted  from 

hoards.  Hunter  •  -  6354-5 

for  Development  of  India  approved  as  long  as  market 

can  take  up  secorities  without  depreciating,  Htmter 

6353 
Encouragement  of  private  entei-prise  in  India  desh-- 

able.  Boss 3890,  3899-903 

Endorsement    of    Government  paper,  system    and 

difficulties  from  point  of  view  of  natives,   and 

removal  of   difficulties  would    be   advantageous. 

Smdth  8520-5,  8602-14,  8783-90,  8857-69 

Extension  of,  not  possible  in  expert  opinion  without 

reducing  market  price  of  rupee  paper,  Bhupendra 

Nath  Mitra  -         4400-3 

Butent,  McBobert  -  -       4205-16 

Extent,  already  done  to  fullest  possible,  Bhupendra 

Nath  Mitra  4855 

Extent  to  which  possible,  question  of,  Hunter 

6808-18 
Extent  to  which  possible  and  question  to  rate  of 

amount  raised,  Newmarch  -  1402,  1409-13. 1431-4 
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Loans,  issue  of,  by  Government  in  India — conlinaed,. 

annual  Flotation  of  larger  loan  and  popularising  of, 
proposed,  Ghunilal  -  -  p.  769 

1  per  cent,  bonds  or  34  per  cent,  security  with 
division  of  profits  above  a  certain  limit,  considered 
by  Government  and  reasons  for  not  adopting, 
Meston  -        ■  9057,  9179-81 

Holding  of,  in  London,  extent,  Hunter  6814-6 

InCKEASE   OT': 

in  Course  of  year,  iuconvenience   of,  Bhupendra 

NathMitra    -  -  -      4597-602 

Desirable,  Fraser,  2952-4  ;  Schuster,  11.238. 
Difaculty,  Newmarch  -  1338-40,  1407 

Possible,  to  certain  extent,  but  Indian  market  limited 

as  compared  to  London,  Howard    8200-2,  p.  582 
Possible  to   some   extent,   and   suggestion   as   to, 

amoxmt,  McLeod,  7052-8;  Beid,  "7 405-16  ;  Smith, 

8513-8,  p.  615  ;  Sundara  Iyer,  8879-80. 
not  Possible  to   any  material  extent  on   present 

terms  and  conditions.  Hunter  6356,  6559-60 

might   be  Possible   if   better    terms   ofEered,   but 

securities  ■would  be  depreciated,  Hunter       6561, 

6818 
Possible  under  certain  conditions,  Dalai  11,372-3 
PossibUity   of,    Webb,   5275-80,   6161-9;    Meston, 

9057-9 ;  Beed,  9902-3, 9930-2  ;  Currie,  10,605-8 ; 

Inchcape,     10,869,     10,861;     Fleetwood-Wilson, 

11,435-8. 
Rather  increase,  than  sterling  but  keep  back  as 

reserve  if  possible,  Fleetwood  Wilson       - 11,438 

Introduction  of  railway  debentures  or  bonds  repayable 

in  50  years,  suggested,  Forrest  -  p.  699 

Issue  of  5-rupee  paper  and  1-rupee  paper  thi-ough 

post  offices,  co-operative  societies,  &c.,  suggestion, 

Sundara  Iyer.  -  -  8879-94 

Issue    of    local   Treasury   bills    would  be   possible, 

Dunbar       -  -         -  7963-4 

ISSTTE    OP    SHOBT-TBBM    BONDS    BY    GOVERNMENT  : 

not  Considered  by  Government,  and  question  of, 

Meston   -  -  9182-3 

no  Ob.iection  to,  McLeod  7109-12 

Question    of,   Bhupendra    Nath    Mitra,    4455-6 ; 

Meston,  9479-80. 

Issue  of  short-term  bearer  bonds  would  be  useful, 

■    and  imder  consideration,  Smith       8615-6,  8633-8 

Market  more  open  than  formerly,  McBobert 

4279,  p.  548 
Money   would  be  attracted  from   hoards   if  people 
educated,  Beid   -  7435-7 

New  form  of  secui'ity  such  as  railway  securities  with 
guaranteed  interest  and  share  of  profits,  would  not 
be  extra  inducement,  McBobert  4137-8 

Objection  of  Secretary  of  State  to  as  intex-fering 
with  his  exchange  operations,  Bhupendra  Nath 
Mitra        -  4614-5 

Offering  of  better  terms  than  in  England,  would  be 
advisable  provided  there  was  certainty  that  money 
was  raised  in  India,  McBobert  -  4096-9 

Pai-ticulars  of  rupee  debt,  1893-1904  -  p.  270 

personal  Policy  re,  Fleetwood-  Wilson  - 11,438 

Policy  of  Indian  Government   to  i-aise  as  much  as 
possible   in   India,   and  reason,   Bhupendra   Nath 
Mitra,  4404-6,  4441-2  ;  Howard,  8202. 
Possibility  of  attracting  money  from  hoards,  Sun- 
dara Iyer   -----  8884-6 
would  be  Preferable  to  London,  Boss         3887,  3898 
PrefeiTed  if  rate  nearly  equal  to  London,  McBobert 

4061-3 
Priority  over  corporation  loans,  Meston  -  9298-9 

Proportion  held  by  Europeans  and  Natives,  1893  to 
1903,  of  registered  debt  of  India  -  p.  269 

Railway  debenture  bonds,  people  would   probably 
take  up  largely,  Beid  -        7407-16,  7423-4,  p.  575 
Raising  of  capitel  for  Indian  development  by,  advo- 
cated as  far  as  possible.  Smith  ■        -     8612 
Reproductive  works  should  be  carried  out  by,  Beed, 
9896-907,   9928-38,    p.    667;    Dalai,    11,360-71, 
11,420-4. 
Stock  certificates  or  bearer  bonds  suggested.  Smith 

8858-66 

Suggestion  re,  Beid  7405-16 

Temporary    borrowing     during    lean    months    and 

reduction  in  permanent  Treasury  balances,  question 

ot,  Meston-        -        ■        -     '    -  9051-4 


Loans,  issue  of,  by  Government  in  India — cotdinucd. 
Temporaa-y  debts,  objection    to   raising  money  on, 

Bhupendra  Nath  Mitra       •         -         -  4456-8 

Tendency  towards  prices  being  better  than  those  of 

sterling  loans,  Newmarch    -  1403-4,  p.  219 

Total  amount   of   rupee  loans    outstanding  held  in 

India  and  in  London  respectively,  Bhupendra  Nath 

Mitra  -  .       -         ■  4438-9 

London,  City,  and  Midland  Bank,   refusal  to  renew 

taking  of  Government  deposit,  Inchcape       10,744-5 

London  Money  Market : 

Affairs  of  India  Office  and  Indian  empire  not  con- 
ducted in  interests  of,  .46  ca/iams         -  858 
Condition,  importance  of,  to  India,  Hamilton  2309-12 
Question  of  connection  of,  with  Indian  market,  sec 

under  Indian  Money  Market. 
Question  of  connection  with  Indian  trade,  Toomey 

2744-9 

Mackay  Committee,  refei-ence  -     8426 

Mackenzie,  Mr.,  evidence  before  Silver  Commission, 
1876,  re  silver  hoards,  quoted,  Frewen       9519  (p.  32) 

McLEOD,  Chakles  Campbell,  Chairman  of  Indian 
Section  of  London  Chamber  of  Commerce,  and 
representative  of  Bengal  Chamber  of  Commerce 

6992-7263,  p.  597-612 
Balances  : 

in  India,  transfers  from  i-evenue  to  capital  expendi- 
ture might  be  governed  by  less  rigid  principles 
(Bengal  Chamber  of  Commerce)        7247,  p.  604 
Policy  in  India  and  England  approved         6998-9, 

7087-8,  7217-9 

Bengal    Chamber    of    Commerce,   letter   to   Royal 

Commission,  28th  May  1913  p.  601-7 

Central  oe  State  Bank  : 

Amalgamation  of  Presidency  Banks,  not  ad<ocated 

7098 

Area   difficulty,    and   difficulty   of    gettiug  really 

representative  central  board    -  7038—44,  7120-6, 

7211-7 ;  p.  697,  p.  606 

Central  control,  location  difficulty  (Bengal  Chamber 

of  Commerce)  -  -  p.  606 

if  Established  control  would  have  to  be  in  Calcutta, 

not  London  7116-9 

Money  not  likely  to  be  attracted  from  London 

7096 
not  Necessary  at  present  7037,  7202-3,  p.  597 

not  Necessary  for  encouragement  of  co-operative 
societies  -  7096-7 

Notes  issued  by,  people  might   not  fayour,  and 
facility  of  promoting  notes  would  be  less      7231 
Prestige  of  Government  might  atti-act  deposits 

7209-10 
Co-operative  Societies  : 

Encouiugement  desirable     7045-9,  7096-7,  p.  597 
Tendency  to  attract  money  from  hoards  7047 

Council  Bills  and  Telegraphic  Teanspers  : 
Advantages  of  system  (Bengal  Chamber  of  Com- 
merce) -        -  p.  603-4 
Sale  in  excess  of  requii'ements  : 

Approved  and  not  antagonistic  to  interests  of 

India  (Bengal  Chamber  of  Commerce)   p.  603 

Continuance  advocated  -         -  -  p.  697 

not  Objected  to,  to  extent  of  full  trade  demand 

7179-85,  p.  698 

CiuTency,  extended  xise  of  other  forms  than  silver, 

such  as  gold,  notes,  and  cheques  possible    7149-52 

Deposits  with  bankers  in  London,  not  objected  to 

and    continuance    advocated,    p.    597 ;     (Bengal 

Chamber  of  Commerce),  p.  604,  607. 

Exchange  -. 
Fixing  of : 

Beneficial  to  trade,  and  no  reversal  of  policy 

advocated  6996-7 

Prosperity  of  trade  since   (Bengal  Chamber  of 

Commerce)  p.  g02 

Gold  in  circulation  less  valuable  for  support  of, 

than  gold  in  reserve  7027-9 

Gold  Bars,  great  demand  for,  in  India,  and  question 

as  to  use  of  7174-77,  7237-43 
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MoLEOD,  Chaeles  Campbell— cowtrnwed. 
Gold  Mint: 

not  Advocated    at    present,    but    if   established 

sovereigns    should    be    coined,    7032,    7053-5, 

7161-61,  p.  597,  p.  598;  (Bengal  Chamber  of 

Commerce)  -  p.  604-5,  p.  606,  p.  607 

Bullion  for  coinage,  difilculty  anticipated,  7033-4 ; 

(Bengal  Chamber  of  Commerce),  p.  606. 
special  Indian  coin,  objections  to  (Bengal  Chamber 
of  Commerce)  -         -  p.  606 

10  Biupee  piece : 

Hoarding    and    use   for    ornaments  would  be 

encouraged  -  7171,  7193,  p.  598 

would  be  Useless  for  export  except  as  bullion 

and    would    tend    to    destroy    standing    of 

sovereign    -  7162 -70,  7192-6,  p.  598 

Gold  Standaed  Resbetb: 

Amount,  no  maximum  limit  should  be  fixed  p.  679 

Diversion  of  money  from,  to  railway  purposes, 

approved    of    under    circumstances,   if    money 

replaced  -  7004-6 

Form: 

Gold,  amount : 

5,000,000Z.  at  least  advocated,  p.  597  ;  (Bengal 

Chamber  of  Commerce)  7137-9,  p.  603 

no  Limits  should  be  fixed  and  coinage  profits 

should  continue  to  be  added  to,  (Bengal 

Chamber  of  Commerce)    -        p.  603,  p.  607 

Minimum  of  5  millions  sufficient  at  present, 

but  might  increase  to  10  as  trade  increases 

7007-26,  7072-80,  7220-8,  7140,  p.  589 

Gold  securities  or  short  loans,  approved  -  p.  597 

Securities  : 

Approved,  p.  698  ;  (Bengal  Chamber  of  Com- 
merce)    -         -        -        -        p.  603,  p.  607 
Realisation    of    10    millions    of    gilt-edged 
securities    would    be    difficult    at    present 
moment  -  7141—3 

Location,  in  London  advocated  and  reasons,  p.  597, 
7000-2,  7137-9  ;  (Bengal  Chamber  of  Commerce) 

p.  602-3 

Subsidiary  branch  in  India,  not  objected  to,  but 

holding  of  silver  in  paper  currency  reserve  would 

be  preferred  7244-6 

HoAEDiNG  or  Gold  : 

Gold  more  likely  to  be  attracted  from  hoards  by 
extension  of  banting  facilities,  than  by  establish- 
ment of  gold  mint  -  7033-5 
Temptation  not  increased  by  excess  of  rupees  in 
circulation  relatively  to  gold  coins  - ,       -     7173 
Tendency  of  co-operative  societies  to  attract  money 
from  hoards                      -         -         -  7047-9 
India  Office,  Finance  Committee,  suggested  reconsti- 
tution          7069-70,  7099,  7127-35,  7214-6,  p.  598 
Indian  Money  Market,  stringency  not  due  to  with- 
drawal of  sums  by  Government  -         -  7091-4 

Loans,  issue  oe,  in  India  : 

more  Advantageous  than  borrowing  in  London 

sometimes      -         -  -        7054-5,  p.  598 

Increase  possible  and  question  of  extent      7052-8, 

^  7259-61 

Issue  of  short-term    bonds  by  Government,   no 

objection  -         -  7109-12 

Notes ; 

Encouragement  desired       -         -         -    7030,  7081 

well  Managed  by  Government  at  piesent    -    7037, 

^  7204-8,  p.  507 

Presidency  Banks,  loans  tq,  during  busy  seasons,  at 
1  per  cent,  under  bank  rate  desirable  -  7250-5 

Railways  : 
Branch-line  terms  given  to  companies  with  rupee 
capital  should  be  extended  to  sterling  capital 

7114 
Congestion,  and  need  for  expenditure  on  rolling 
stock,  remarks  made  at  deputations  to  Secretary 
of  State.  10th  June  1912,  and  2nd  June  1913 

p.  607-12 

Expenditure  on,  and  inadequacy  of,  and  need  of 

increased  capital  expenditure       7050-1,  7247-9, 

p.  598-604 
Finance,  importance  of  question,  and  criticism  of 
present  policy  -         -        -        -   P-  598-606 
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MoLEOD,  Chaeles  Campbell — continvsd. 
Railways — continued. 

Government  should  state  definitely  that  they  would 
give  certain  minimum  sum  for  fixed  period 
irrespective  of  amoimt  allotted  out  of  balances 

7256-8 

Increase  in  traffic  -         -         -   p.  599-600 

Investors  not  discouraged  by  Government  tx-eat- 

ment  of  shareholders  in  the  past     -  7261-3 

Private  enterprise  should  be  encouraged     -     7100 

Rupees,  profits  on  coinage,  use  of,  for  reproductive 

works  when  safe  limit  of  gold  in  standard  reserve 

attained,  would  be  approved  if  due  regard  had 

to  caution-  ....        7089-90 

Silver,  piirchase  of,  regular  purchases  advocated 

7059-68,  7186-91,  7232-6,  p.  598 

SOTEEEIGNS  : 

Increased  use  -        -  7083-6 

Increased  use  not  very  rapid  and  chiefly  in 
northern  and  western  circles  -  7149,  p.  698 

Question  as  to  use  of,  for  payment  purposes 

7197-201 

Receipts  at   post    offices   and    railway    stations, 

1907-8  to  1911-12  ...  -  p.  606 

Use  increasing  in  Northern  India,  Bombay  and 

part  of  Madras  (Bengal  Chamber  of  Commerce) 

p.  605 
Stores,  purchase  of,  in  India,  no  objection  seen 

7101-8 
MacLeod,  Professor  Dunning,  suggestion  re  gold  cur- 
rency, Webb  -  ■         "        P-  5S5,  p.  556 

McROBERT,  Sie  Alexandee  3912-4306,  p.  647-9 
Balances  in  London,  might  have  been  kept  down  by 

paying  ofE  India  bUls  and  not  raising  loans  until 

surplus  absorbed  •         -  p.  647 

Bank  rate  in  India,  should  not  go  beyond  7  per  cent. 

at  the  worst  ....  4118-9 

Banks,  danger  of  multiplication  of  so-called  banks, 

that  are  only  pawnshops,  and  restriction  desirable 

4125,  4304-6 
Budget  estimates,  difficulty  of  estimating        3926-8 

Cheques : 

Increased  use  anticipated            -  4071-2  p.  548 

Use  of,  in  business,  particulars  -  4106-11 

Co-operative  Credit  system,  growing  -  p.  648 

Council  Bills    and    Tblegkaphio    Teanspbes, 

Sales: 
Oftener  than  once  a  week  suggested  3997-9,  4225 
Over  Is.  4i.,  profit  should  be  put  into  special  re- 

sei-ve  fund  of  sovereigns,  and  when  sale  less  than 

Is.  id.  fund  should  be  drawn  from  4000-3,  p.  648 
at  Is.  4|-d.  tends  to  prevent  circulation  of  gold  in 

India  -         -  -  p.  648 

System  approved  -         -  p.  648 

Exchange : 

Fixing  of,  at  Is,  4d.,  beneficial  to  trade         4004-6 

p.  648 

Value  of  gold  in  circulation  as  support  to  4009-13 
Exchange  Banks,  no  restrictions  on  4262-3 

Gold  Cueeency : 

Advantages  and  encouragement  desirable  3978-82, 

4006,  4226-36 
lO-rupee  piece,  not  advocated  and  reasons   4008-9, 

p.  548-9 
Gold  Mint: 
Advocated  from  point  of  view  of  prestige  and 
sentiment       -  -  4014-6 

for  Free  coinage  of  sovereigns  would  justify  cost 

p.  549 

Gold  Standaed  Reseete: 

Amalgamation  with  Paper  Currency  reserve,  no 

objection  to    -        -        -  -  4085-6 

Amount,  30  millions  advocated  -        4019,  4083-4 

Form: 

10  millions  in  gold  and  20  millions  in  securities, 

advocated  -        -        -        4020-2,4068 

Gold,  rupees,  and  sterling  securities  approved 

and  opinion  re  amounts  -         -  p.  549 

Gold  and  sterling  securities  should  be  held  in 

London,  gold  being  earmarked  at  Bank  of 

England p.  549 
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McBOBERT,  Sib  Alexander — continued. 
Gold  Standard  Reserve — ccmtirmed. 
Form — continued. 
Securities : 

QueBtiou  as  possibility  of  realising,  in  crisis 

4069-70 
Short  dated  securities  not  necessary      4023-6 

Suggestion  re P-  549 

Location  of  bulk  in  London,  silver  portion  only  in 
India,  advocated     -  -        4017-8,4021 

Subsidiary  branch  in  India  (Silver) : 
not  Objected  to      -  -        -       4026-32 

Rupees  should  be  held  in  India  and  made  avail- 
able for  advances  to  banks  at  6  per  cent,  on 
securities  when  bank  rate  over  6  per  cent. 

p.  549 
Taking  of  sum  from,  for  railway  development,  1907, 
disapproved,  and  sum  should  be  replaced 

4298-308,  4033,  p.  549 
Use  of  profits  on  coinage  for  ordinary  or  capital 
expenditure  not  approved  until  reserve  25  or 
30  millions  sterling,  interest  and  profits  should 
then  be  used  to  pay  of£  floating  and  unpro- 
ductive debts p.  549 

Hoarding : 
Co-operative  credit  system  will  tend  to  diminish 

4082,  p.  548 
of  Gold,  question  of   -        -        -  3975,  p.  548 

Issue  of  loans  in  India  would  not  attract  money 

from  hoards 4080-1 

Hundis,  discounting  of,  by  Bank  of  Bengal     4073-6 
India  bills,  surplus  balances  might  have  been  used 

to  pay  off 3916-24 

Indian  money  market,  money  dear  from  November 
to  March   -        -        -        -        -        -  4195-9 

Lending  by  Government  in  England,  no  objection  to 

3929 
Lending  by  Government  in  India: 

Balances  not  available  for,  as  in  London,  but  no 
reason  against         ....  3930-1 

to  Banks : 

on  Security  advocated  at  6  per  cent,  when  bank 

rate  above  6  per  cent.  -         3933-56,  4048-57, 

4094-5, 4186-204, 4211-4, 4217-24, 4265-6 

in  Times  of  pressure  advocated        -        -  p.  547 

Securities : 

DifSculty  not  anticipated  re     -        -         4044-7 
Question  of  amount  available  -         -        4087-93 

Loans,  issue  of,  in  India: 

Advocated,  even  if  interest  slightly  higher  than  in 

London  3991-4 

Extent       .        -        .  .         -        4205-16 

Market  more  open  than  formerly        -  4279,  p.  548 

New  form  of  security,  such  as  railway  securities 

with  guaranteed  interest  and  share  of  profits, 

would  not  be  extra  inducement        -  4137-8 

Offering  of  better  terms  than  in  England,  would 

be  advisable  provided  there  was  certainty  that 

money  was  raised  in  India       -        -  4096-9 

Preferred  if  rate  nearly  equal  to  London      4061-3 

Mints,  profits         ....     4139-40,  p.  549 

Notes  : 
no  Difficulty  in  getting,  when  wanted  -     3986 

Fiduciary  portion,  might  be  increased,  and  maxi- 
mum should  be  fixed                -        -        3988-90 
Increasing  use  of        -        -        -        -         -     3983 
UniversaUsation  of.  Government  would  finance  all 
remittances 3984-5 

Paper  Ctjrbenoy  Reserve  : 

Gold  accumulation  not  objected  to    and  cannot 

be  prevented  as  long  as  15  rupees  given  for  a 

sovereign        ....  4248,  p,  549 

System  approved p.  549 

Presidency  Banks: 

Access  to  London,  objection  to  -  3996,  p.  548 

new  Branches,  question  of,  in  place  of  reserve 

treasuries 4102-5 

Drafts  on  London  sold  by  -         -        -  4260-1 

Drafts  on  London  sold  to,  by  exchange  banks, 

rates  usually  as  good  as  those  got  from  exchange 

banks  direct,  and  preference  would  be  given  to 

Presidency  Banks.  -        .        .        .  4255-9 


McROBERT,  Sir  Alexander — contirmed. 

Prbsidbnoy  Banks — continued. 

Equal  to  relieving  all  probable  difficulties  in  crisis, 

with  loans  from  Government,  and  State  Bank 

would  not  be  in  stronger  position    -        4125-32 

Power  to  lend  on  any  form  of  marketable  security 

advocated       -        -        -  3995-6,  4112-7,  p.  648 

Punjab,  notes  less  used  than  in  United  Provinces, 

but  gold  more 3973-4 

Reserve  Treasuries,  system  approved      -  3957-9 

Revenue,  Surplus  : 
Applied  to  paying  off  floating  and  non-productive 

debt p.  548 

Explanation  that  capital  expenditure  has  been  met 
out  of,  not  correct  -         -         -      4294-7,  p.  548 

Rupees  ; 

Coinage,  Government  believed  to  have  deliberately 
refrained  from,  1908-10,  and  people  induced  to 
take  sovereigns         -      4148-53,  4157-8,  4291-3 
Giving  of  sovereign  for  16,  undertaking  not  advo- 
cated at  present  but  practice  satisfactory  4035-8 
Silver,  regular  purchases  every  year,  advocated 

4039-43,  4141-61,  4242-3,  p.  549 

Sovereigns  : 

Oases  of,  at  discount  of  4  annas  formerly     4245-7 
Payment  of  wages  in  -         -        -        -  3976-7 

Suitable  for  India  and  preferred  to  10-rupee  piece, 

4007-8,  p.  548 
State  Bank: 
Difficulties,  and  reasons  against      3960-2,  3966-9, 
4213-6,  4274-5,  p.  547-8 
Functions : 

not  Advocated : 

Control  of  currency     -        -        -         -  p.  547 
Exchange  business  3964,  4276-8,  p.  548 

Management  of  paper  currency   3963,  3970-2, 
Note  issue :  p.  547 

without  Change  in  form  of  note,  no  objection 

to 4133-6 

Question  of  ....        4268-73 

Headquarters,  Cawnpore  would  be  approved  4286-7 

would  not  be  in  a  Stronger  position  to  meet  crisis 

than  Presidency  banks    -        -        -  4131-2 

Taxation,  reduction  would  not  have  been  advisable 

4175-6,  p.  547 
Trade,  no  great  difficulty  in  financing     -         -     4267 

Madras,  Bank  of: 

see  aleo  Presidency  Banks. 

Advances  to  Europeans  and  natives,  Svmter     p.  722 
Advances  to  Europeans  and  natives,  proportion  and 
criticism,  Pcmd/ya       ...     9828-59,  p.  644 
Assistance  to  co-operative  credit  societies.  Hunter 

6588,  6926-7,  6974 
Auditing,  criticism  and  suggestions,  Fcmdya 

p.  648-9,  p.  661 

Board,  constitution,  &c..  Hunter     -     6743-9,  6771-3 

Branches  started  by,  without  Government  assistance, 

Bhu/pendra  Nath  Mitra       -        -        -         4561-2 

Cash  balance,  minimum.  Hunter    •        -        6935—42 

Correspondence  with  Government  of  India  re  relaxing 

restrictions    on    banks,    and    re    Central    Bank, 

Abrahamg       p.  362-4,  p.  453-5,  p.  468-71.  p.  485, 

p.  488-9,  p.  603-4,  p.  510-11 

Criticism  of,  Pandya     -        •        -        -      P-  644-52 

Directors : 
Method  of  appointment,  &c.,  remuneration,  &o.. 

Hunter 6983-9 

Method  of  appointment,  Pandya      9860-9,  p.  647 

Particulars  re,  and  criticism,  and  list  of  firms 

from  which  directors  elected,  Pwnd/ya    p.  651-2, 

p.  661 

Government  deposits  : 

1908-9  to  1912-13 p.  705 

Minimum  working  balancebelow  which  Government 

account  could  not  be  reduced,  25th  March  1911, 

Hunter p.  721-2 

Percentage  to  capital  and  reserve.  Hunter   6943-5 
and  Percentage  to  other  deposits  and  cash  at 

certain  dates,   p.   362 ;  Beed,  10,032 ;  Hunter, 

p.  721. 
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SCadras,  Bank  of — continued. 

Letters,  1904  and  1908,  approving  proposed  increase 

of  invested  portion  of  paper  currency  reserve,  and 

advocating  rupee  securities,  Newmarch         p.  265, 

*  p.  281 

Liabilities  and  assets,  1890,  1891,  1892,  1910,  1911, 
1912,  Abrahams p  79 

Net  profits,  1889-90  to  1898-9       -        -        -  p.  364 

Percentage  of  cash  to  liabilities,  1893-1912,  Pandya 

■    p.  658 

Percentage  of  cash  to  liabilities,  1902,  to  January- 
June  1903 -  p.  471 

Percentage  statement  of  cash  receipts  and  disburse- 
ments in  the  difEerent  forms  of  currency,  at  head 
office  and  branches,  1st  to  8th  June  1913    -  p.  726 

Position  of,  March  25, 1911,  Hunter       -        -  p.  722 

SUAKEHOLDEBS  : 

Analysis  of,  Fandya  -        -        -         -  p.  659 

Analysis  of  attendance   of,  at  general  meetings, 

1893-1913,  Pa«,(%a  -         -  -  p.  660 

few  Attendances,  Pandya  -  9860-9,  p.  647,  p.  648, 

p.  660 

Number  not  entitled  to  vote,  Pandya         -  p.  647 

Number  of  natives  and  Europeans,  criticism  and 

suggestion,  Pandya         ■         ■        -        -  p.  647 

Transactions,  1912-13,  Gauntleit  p.  732,  p.  738 

Volume  of  transactions  for  a  week,  during  periods  of 

heavy   receipts,   heavy  payments,   and   a  normal 

period,  Gauntlett         ....  p.  740 

Madras  Chamber  of  Commerce : 

Amount  of  gold  in  gold  standai-d  reserve  inadequate 
in  opinion  of,  1907       ...  p.  172 

Correspondence  with  Government  of  India,  1899, 
re  relaxing  restrictions  on  Presidency  banks, 
Abrahams  -         -        -  ■    P-  858,  p.  383-4 

Letter,  June  1904,  approving  proposed  increase  of 
invested  portion  of  paper  currency  revenue  and 
advocating  rupee  securities,  Newmarch         -  p.  270 

Letter,  December  1908,  suggesting  investment  of 
fixed  proportion  of  notes  in  circulation,  and 
obligatory  sale  of  securities  if  and  when  metallic 
reserve  touches  certain  point,  Newmarch    p.  282-3 

Letter  to  Government  of  India,  Pebi-uary  1900,  re 
loans  to  Presidency  banks  and  access  to  London, 
Abrahams P-  416-7 

Letter  re  proposal  to  use  half  profit  on  coinage  for 
railwav  purposes,  16th  August  1907,  Abrahams 

^  ^  p.  171-2 

STadras  GoTemment; 

Accountant-Greneral,reporttoGovemment,  December 

1899,  re  relaxing  restrictions  on  Presidency  Banks, 
Abrahams  -         -  -         -         -         -  p.  421 

Correspondence  with  Government  of  India,  1899- 

1900,  re  relaxing  restrictions  on  Presidency  banks, 
Abrahams  -         -  P-  361,  p.  420-1 

Mercantile  Bant  of  India,  letter,  December  1904, 
objecting  to  proposal  to  give  Presidency  banks 
access  to  London  market,  Abrahams  p.  493-4 

MESTON,     Sir     Jambs     S.,     K.C.S.I.,     Lieutenant- 
Governor  of  the  United  Provinces  9020-9517 
Balances  : 
in  India : 

Abnormally  high  since  1908-9     -        -     9026 

Causes  -  9025-38, 9161,  9195 

not  Deliberate     -  -        -  9025 

present  System  not  entirely  satisfactory,  Indian 

market  not  given  full  advantage  of      9226-30 

in  London,  high,  good  use  made  of  9158-69 

Bank  rate  in  India,  not  necessarily  test  of  condition 

of  market-         -         -         -         -  -     ^^Ji 

Bengal,  Bank  of,  relations  with  exchange  banks  9dOd 

Budget  estimates  : 

Based  on  normal  harvests  -         -  9041,  9d/u 

Caution    in,  and    consequent    under-estimating, 

explanation  of  circumstances  -         -        9039-4^ 
constant  Communication  between  Government  o± 

India  and  Secretaa7  of  State  -         -         -     9^1^ 
Difficulties  of  estimating     ■  ^^^'a^Jvl 

Surplus,  question  of  amount       -  9d54-/ 

Surplus  of'  foui-  or  five  orores  at  the  end  of  year 

would  be  satisfactory      -         -  9352-3 


MESTON,  Sir  James  S.,  ^.G.B.l.— continued. 
Budget  Tbae: 

Change  to  October-September  year : 

Difficulties,  and  no  advantages  seen  and  possible 

inconveniences  to  Government         -     9044-9, 

9165-7,  9208-15,  9377 

Making    of    statement    after  1st    of    October 

instead  of  month  before,  question  of    9045-7, 

9212-3 

Change  to  January-December  year  suggested  and 

advantages  -     9049-50,  9214^6,  9377-85 

Central  oe  State  Bank  : 

Amalgamation  of  Presidency  Banks  : 

Advantages,  in  opinion  of  Sir  "W.  Meyer  9148 
Difficulties,  in  opinion  of  Sir  W.  Meyer  9148 
Functions  advocated  by  Sir  W.  Meyer      9148-9 

not  Considered  by  Government  of  India  in  recent 
years,  and  consultation  of  commercial  opinion, 
&c.  would  be  necessary  before  expressing  opinion 

9146 

Government  representation  would  be  necessary, 
and  responsibility  of        -         -  9151-7 

no  Popular  demand  for  -  9344-51 

Shareholders,  question  of  advisability  9174-8 

Council  Bills  and  Telegraphic  Tbanspees  : 
Sale: 

at  Fixed  rates,  not  desirable   -        -         -     9468 
below  Is.  4d.  not  objected  to  in  certain  circum- 
stances -  9458—60 
below  Gold  import  point : 

Approved    -  -        -         9511-7 

Preference  given  to  circulation  of  rupees  9368 

Refusal,  probable  result       -  9512-6 

of    Large   amount    when    rate   below   Is.   4d., 

opinion  re    -  -  -  9072-^ 

Restriction  to  Secretary  of  State's  requirements 

desu-able  -  -  9452-7 

Sale   of  telegraphic   transfers,  1907,    account  of 

proceedings  -         9085-6 

System,  Government  of  India  satisfied  with     9072 

CUEEBNCT  : 

Free  trade  in,  desired  -  9264,  9268-78,  9366-7 

Large  areas  where  payment  made  in  kind  and  by 
barter  9461 

DeUu,  new  capital,  lapses  on  expenditure,  1911-13 

9037 

Educational  grants,  explanation  of  under-expenditure 

and  justification  for  9033,  9204-7 

Exchange : 
Crisis : 
of  1907-8 : 

Equally   or   more    severe    crisis   possible   in 

future  -  9077 

Issue  of  gold  during,  account  of  proceedings 

re  -  9085-6 

Gold  should  be  released  freely  in  case  of     9080, 

9083^,  9087-91 

Release   of    gold    in    London  would   be   more 

effectual  than  in  India  -     9282 

Support  in,   sovereigns  in  reserve   in  London 

more  useful  than  sovereigns  in  circulation  in 

India  -  9141 

Gold  in  circulation  and  in  hoards  might  at  future 

time  assist  in  support  of  9092,  9121,  9171 

Obligation  by  Government  of  India   to  support, 

at  minimum  rate,  statutory  obligation  would  be 

objected  to  -  9446-9 

Support  of,  possible  by  reserves  without  a  gold 

currency  ,  9389-99 

Fowler    Committee,    no     deliberate    or    ostensible 

departure   from  principles  of,  re  gold  currency, 

but  circumstances  too  strong  9387-8 

Gold  : 
Increase    in    reserve    preferable    to    mcrease    in 

circulation  if  both  impossible  -  9330-1 

present  System  re,  approved  by  Government  of 

India  -  -  9363-5 

Gold  cueeenct: 
Attitude  of  Indian  Government  re      -  9386-8 

Encouragement  at  Lahore  and  Delhi  believed  to 
be  merely  a  temporary  experiment  -  9324-8 
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MESTON,  Sir  James  S.,  K.O.S  l.—ctmtinued, 
Gold  Mint: 
Advocated  to  meet  strong  and  reasonable  senti- 
ment in  India  -         .         .        .         .     9332 
Approved,  and  attitude  of  Government  of  India  re 

9106-8 
Bullion  for  coinage : 

from  Hoards,  anticipated        -         -  9108-9 

Purchase  of  gold  at  favourable  rate,  not  advo- 
cated -        -        -  -        -  9341-3 
Question  of,  and  of  terms        -  9337-40, 9414-22 
Raw  gold  produced  in  India  not  anticipated  for 
some  time,  but  might  be  received  on  completion 
of  present  contracts     -         -         .  9410-1 
Estimate    of     initial     expenditure,    and     annual 
expenditure  should  be  small  9409 
Government  realise  that   change  in  British  law 
would  be  required  -         -                             9412-3 
Relaxation  of  restrictions  and  permission  to  mint 
masters  to  coin  sovereigns,  would  be  a  graceful 
act                                             -        -             9406 
no  Seignorage  should  be  charged        -          9407-9 

Sovereigns : 

Introduction   of,   as    distinctively   Indian   coin 

desired        -        -  9110,  9333-6 

should  be  Only  coin  issued  9369,  9400-3 

3  rupee  or  5  rupee  pieces,  objections  to        9402 
10  rupee  piece  would  compete   with  10  rapee 

note  and  sovereign  preferred  9402-3 

Gold  Standard  Resbeve  : 

Amalgamation  with  paper  currency  reserve : 
never  Considered  by  Government  of  India  9444 
Disadvantages  of,  and  public  would  dislike  9444 

Amount : 

should  Depend  more  on  demands  of  inter- 
national trade  than  amount  of  unissued 
rupees  -        -        -        -     9077-8,  9492-3 

Impossibility  of  fixing  limit     -         -        9484-91 
30  millions  accepted  as  maximum  at  present, 
but  increase  wfll  become  necessary  as  balance 
of  trade  alters,  &c.  9075-9,  9311,  9471-2 

Form: 

Actual  gold : 
Amount : 

Attitude  of  Government  of  India  re  9305-8 

should  be  Independent  of  amount  in  paper 

currency  reserve  -  9232-9 

Laying   down   of  minimum  for,  desirable, 

but  not  by  statutory  provision        9450-1 

10  millions  desired  by  Government  of  India 

and  reasons  9080,  9231-45,  9310, 

9474-7 

'  Holding  of,  in  London  approved  -    9081, 9423 

Securities,  question  of     -  9497-503 

Policy   of    India    Office    coming   nearer   to   that 

advocated  by  Government  of  India  -     9075 

Primary  object  of,  to  maintain  par  of  exchange 

9080,  9087 
Question  of  effect  on,  of  increase  in  gold  circu- 
lation in  India  -        9134-43 
Statutory  Regulations : 

Attitude  of  Government  of  India  re         -     9098 
Direction  in  which  desired  and  not  desired 

9445-51 
Subsidiary  branch  in  India  (silver) : 

Maintenance    of,    desired    by    Government   of 

India,  and  reason         -  9439,  9442-3 

Transfer  to  paper  standard   reserve  advocated 

personally  -        -        -  9240-5,  9440-1 

Use  of,  only  for  supporting  exchange  advocated 

until  definite  figure  reached    -        -    9098,  9445 

Grovemment   of  India,   relations  with   India  Office 

(Secretary  of  State)  -        -        -  9470 

Hoards,  gold  in  : 

Famine  would  bring  out  -        -  9093-7 

Notification  of  readiness  to  exchange  bullion  for 

notes  and  rupees,  would  be  desirable        9113-9 

Silver  being  replaced  by  -     9315 

can  be  Turned  into  sovereigns,  but  often  at  very 

high  rate         -  ...  9111-2 

India  Office,  relations  with  Government  of  India 

9470 


MESTON,  Sir  James  S.,  K.C.S.I. — cmtinued. 
Lending  bt  Government  in  India  : 

from  Balances,  objections  to      9067,  9217,  9300-3 
to  Banks,  attitude  of  Government  of  India  re 

9065-6 
Competency  of  Government  officers  to  do  work 

9221-5 
from  Paper  Currency  Reserve : 

Objections  of  Government  of  India  to     -     9067 

Question    of,    and    no    serious     objection    to, 

personally  -        -        -  9068-71,  9104,  9218-9 

Loans,  issue  op,  by  Government  in  England  : 
Consultation  between  Government  of  India  and 
Secretary   of   State,   and   more    frequent   com- 
munication might  be  desirable         -        9506-16 
Renewal  of  Bills,  December  1911  -     9509 

Loans,  issue  of,  by  Government  in  India  : 

Desirable,  instead  of  issue  in  England  as  far  as 

possible  -        -  -         -  9055-6 

4   per  cent,  bonds  or  3^  per  cent,  security  with 

division     of    profits     above     a    certain     limit, 

considered  by  Government,  and  reasons  for  not 

adopting  ....       9057,  9179-81 

Increase  would  have  been  possible  9057-9 

Issue  of  short  term  bonds  : 

not  Considered  by  Government  and  question  of 

9182-3 
Question  of  ■  -        -        9479-80 

Priority  over  corporation  loans  -         •  9298-9 

Temporary  borrowing  during  lean  months  and  reduc- 
tion in  permanent  treasury  balances,  question  of 

9051-4 
Meyer,  Sir  William,  views  of,  re  Central  bank  9146-9 

Notes  : 

Advantages  of  gold  currency  over,  for  villagers,  &c. 

9129,  9249 
Circulation : 

Increase  and  reasons        -  -  9126-8 

Increase  in,  question  of  effect  on  circulation  of 
rupees         -  -        9138-40 

Net  increase  during  busy  season      -        9069-71 
more   Economical  currency  than   gold,   but    not 

more  suitable  -         -  9124 

Encashment : 

at  District  treasuries  possible,  but  more  difficult 
at  sub-treasuries  though  possible  9282-9 

FaciUties  should  be  increased  9279-81 

Forgeries  -  -  -     9129 

Held  by  Government  should  be  treated  in  same 

way  as  notes  held  by  public  -  9435 

Larger   denominations    little   used    for    ordinary 

hand-to-hand  purposes    -         -  9292 

not  Legal  tender  in  payments  by  Government 

9436-8 
Preference  for,  restricted  to  towns  and  commercial 

centi-es   -        -        .  -        9129,  9190-1 

should  not  be  Pressed  on  people     9132-3,  9274-8 
Universalisation  of  notes  of  higher  value  than  at 

present  not  advisable  and  reasons    9281,  9290—4 

Paper  Currency  Reserve  : 
Fiduciary  portion : 

Amoimt,  should  be  proportion  of  total  circulation 

9433-4 
Increase  considered  desirable  and  should  be  in 
proportion  to  the  whole,  not  a  fixed  sum 

9102-5 

40  per  cent,  in  rupees,  20  per  cent,  in  gold,  30  per 

cent,  in  permanent  securities,  and  10  per  cent. 

in  temporary  investments,  suggestion        9104-5 

Gold  in  London : 

could  not  be  Counted  on  for  support  of  exchange 

in  crises  -        -  9232-3,  9426-31 

Moderate  amount  only  should  be  kept  in  London 

9427-31 

Reasons  for  -  -  9424-5 

Transfer  to  gold  standard  reserve  in  exchange 

for  silver  would  be  approved     9240-5,  9440-1 

Silver,  policy  of  Government  of  India  re  amount 

9099 
Presidency  Banks: 

Government  assistance  in  case  of  crisis,  question 
of   -         -         -  -        -  9192-3 
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MESTON,  Sir  James  S.,  K.C.S.l.—c(mtinued. 
Pkesidbnct  Banks — continiied. 
Grovemment  balances : 

Amount,  poliw  re  -         -         -         .  9295-7 

Increase    po^ible    and     desirable,     not     large 
amount  would  usually  be  required         9230-1 
Loans  to,  of  three  millions  sterling  during  ensuing 
busy  season,  proposed  by  G-ovemment  of  India  as 
tentative  measure   -         -  9065-6,  9168-70,  9478 

PbOTINCIAL   GrOTERNMENTS  : 

Explanation  of  under-expenditure  9033-4 

Under-spending    of    gi-ants,     partly    taken    into 

account  in  -ways  and  means  estimate      9196-203 

Railways  : 

Capital  expenditure : 
Definite  programme  irrespective  of  fluctuations 
in  revenue  desirable,  and  matter  under  con- 
sideration by  Government   -         -  9162-4 
Triennial  programme       -         -         -   9162,  9184 

Lapses  : 

1911-13  -         -  ...     9037 

Causes  -  -    9029,  9161 

Metbods  of  avoiding        -  -     9195 

Net  revenue,  excess  over  estimate  since  1909 

9028-31,  9035-7 

Railway  Board  -         -  -  -     9162 

Receipts    and     working     expenses,    question    of 

relation  between 9033 

Reserve  Treasuries,  balances,  fluctuating  nature  of, 

but  reduction  during  busy  season  possible  -     9060 

Revenue : 
Excess  over  estimate  since  1909         9028-31,  9035 
Surplus,  possibility  of,  communicated  to  Secretary 
of  State  -  -         -  -  9506 

Rupees  : 

Effect  of  iucrease  in  gold  and  notes,  question  of 

9138-40,  9252-67 

Issue  of,  automatic  -         -    9461,  9464 

Over-coinage,  reply  to  charge  of  9461-9 

Sufficient   gold   to  convert  even  25   per  cent,  of, 

probably  sufficient  -         -  -     9077 

Silver,  purchase  of,  for  coinage,  steps  taken  by 
Grovemmeut  of  India  towards  more  regular 
purchase     -  -         -  9099-101 

Sovereigns : 
Encouragement  only  advocated  where  encourage- 
ment of  notes  not  practicable  9250-1 
should  not  be  Forced  on  people  -         -        -     9131 
Free  issue  of,  question  of  danger  in  case  of  rush 

9317-23 
Half,  practically  no  import  of     -  9404-5 

Increase  in  circulation : 
Desirable  as  educative  measure  9120-30,  9144-5, 

9246-9 
People  not  educated  to  9109-10,  9123 

Question  of  effect  on  circulation  of  rupees 

9138-40,  9252-67 
Question  of  effect  on  gold  standard  reserve 

9134^3 

Taxation  : 
Impositions  after  crisis  of  1907-8,  and  defence  of 


Remissions  under  Sir  Edward  Baker 


9041 
9041 


TrEASUEIBS  : 

District : 

Balances  in,  policy  re,  and  tendency  to  increase 

balances  carefuEy  watched        9060-2,  9481-2 

Encashment  of  notes  at,  possible  9282-5 

System  -         -  -         -  -     9060 

Transfer  of  balances  to  banks,  no  economy  at 

first,  owing  to  guarantee      -         -  9063-4 

Sub,  encashment  of  notes  at,  possible,  but  more 

difficult  than  at  district  treasuries    -  9282-3 

Mever  Sir  William,  views  of,  re  central  bank,  Meston 

■  ■'    '  9146-9 

Military  Services,  expenditure,   1909-10  to  1913-14, 

Abrahams p.  81 

Mint  and  Exchange,  net  revenue,  Abrahams,  1909-10 
to  1913-14 P-81 


Hints: 

ClOSIJEB   of  : 

a  Breach  of  faith,  Frewen  -        -  9519  (p.  33) 

Circumstances  of,  and  repeal  of  Sherman  Act  as 
result,  Frewen         -        -         -       9519  (p.  31-2) 
Effect  on  price  of  silver  bullion,  Frewen 

9519  (p.  30-1) 
Effect  on  silver  hoards,  Frewen  -       9519  (p.  32-3) 
Improvement  of  Indian  trade  not  equal  to  improve- 
ment of  trade  of  other  nations  owing  to 

9519  (p.  34),  9520,  9522 
Progress  of  trade  since,  and  success  of  system,  Boss 

3617-23,  p.  543 
Rates  charged  by  moneylenders  increased  since, 

Frewen 9562-72 

Trade  boom  in  1893  aborted  by,  Frewen      -     9519 

(p.  33-4) 
Gold  Mint  in  India,  see  that  title. 
Profits,  McBobert  ....    4139-40,  p.  549 

Receipt  or  Gold  Coin  and  Bullion  at  (other 
THAN  British)  : 

1901-2  to  1905-6  -  p.  756 

Correspondence  between  Grovemment  of  India  and 
Secretary  of  State  re  -        -       p-  741-56 

Correspondence  between  Secretary  of  State  and 
certain  banks,  &c.,  re,  1900  -        p.  751-6 

Notifications  re  : 

1893  -  -        -  -  p.  741 

1899  -        -  -  p.  744 

1906       -         -  -        -         -        -  p.  757 

"Withdrawal  of  notifications  of  1893  and  1899 

p.  757-8 

Re-opening  of,  to  free  coinage  of  silver: 
not  Advocated,  Webb,  5415  ;  Smith,  p.  615. 
Currency  system  would  become  automatic,  Frevten 

9543-4 

Offer  made  by  United  States  and  Prance  to  open 

mints   conjointly  with,   1907,   and  refusal    by 

Government  of  India,  Frewen  9522 

Probable  recovery  of  exchange  as  result,  Frewen 

9573 
not  Recommended,  but  recommendation  has  been 
heard,  Hunter  -         -         -        6879-86 

Satisfactory  work  done  by,  Fleetwood-Wilson 

11,426-7 

Mitchell,  Forbes,  reference  -  9519  (p.  33) 

Monetary    agreements    with    France,    Germany,   and 

U.S.A.  re  silver,  suggestion,  Frewen    9573-80,  9583-9 

Money  lenders,  rates  of  interest  charged,  and  period, 

Sundara  Iyer,  p.  625  ;  Frewen,  9562-72. 
Montagu,  Sir  Samuel,  quoted  re  gold  currency,  Webb 

p.  558-9 

Mortgages,  difficulties,  8unda/ra  Iyer  -         -  p.  625 

Mysore    gold    mines,    attitude    towards    gold    mint, 

Abrahams  -  -        -  1174-G 

National  Bank  of  India  .- 

Correspondence  with  Secretary  of  State  re  receipt  of 

gold  at  mint  -         -         -    11,900,  p.  753-4 

Letter,  December  1904,  objecting  to  proposal  to  give 

Presidency    Banks    access    to    London     market, 

Abrahams  -        -  -        -  p.  495-7 

Receipts  and  disbursements,  statistics,  Toomey 

2760-9,  2993-7,  p.  541-2 

Statistics  showing  extent  of  use  of  different  forms  of 

currency  in  various  branches  of,  Toomey     2760-82, 

2993-7 
Native  Hoards,  see  Hoards. 

Net  revenue  and  expenditure  of  Government  of  India 
(excluding  provincial  adjustments),  1909-10  to  1913- 
14,  Abrahams ...         -  -         -    p.  81 

NEWMARCH,  F.  "W.,  C.S.I.,  Financial  Secretary  to  the 
India  Office     1325-1836,  Apps.  vii,  viii,  ix,  x,  xlvii 
Balances  : 

High,  1913,  reduction  budgeted  for    -  1358-9 

Location    of,  in    London    desirable,  as  resource 
against  fall  in  exchange  ....     1361 
Banking  business,  carried  out  by  Government 

1622-3 
Bengal  Chamber  of  Commerce,  extract  from  letter 
from  Bank  of  Bengal,  November  1902,  re  increase 
in  amount  of  rupee  paper  he^d  by  native  investors 

p.  269-70 
H  3 
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NEWMARCH,  F.  W.,  C.S.I.— continued. 
Bombay,  Bank  op  : 

Letter,    June    19th,    disapproving    of    proposed 
increase  of  invested  portion  of  paper  cnn-ency 
reserve    -         -         -         -         -         -         -p.  271 

Letter,  December  1908,  suggesting  extended  use 
of  small  notes         ....       p.  277-8 

Oenteai  OB  State  Bank  : 

Handing  over  of  note  issue  to,  no  reason  seen 

■       173&-8 
Question  of  -        -        -         1694-6 

Chambers  of  Commerce,  letters  from  Government  of 
India,  1895  and  1904,  re  proposed  increase  of 
invested  portion  of  paper  currency  reserve,  and 
replies    -        p.  258-9,  p.  261-7,  p.  270,  p.  277-82 

Cheques,  not  an  important  factor  in  Indian  currency 

1770-1 

Council  Bills  and  Teleqeaphio  teansfees: 

Amounts  drawn  on  India  from  1862-3  to  1912-3, 

with  average  rate  of  exchange  -        -  p.  227 

Amounts  paid  for,  in  first  and  second  half  of  each 

financial  year,  1894-95  to  1912-13  -        -  p.  233 

Comparison    of    budget    estimates    with    actual 

drawings,  1872-3  to  1898-99,  and  1899-1900  to 

1912-13,  and  average  rates  of  exchange     p.  232 

Date  of  commencement  and  history  of  system 

1330,  p.  217 
reduced  Demand  for,  1912-13,  and  possible  causes 

p.  218,  p.  759 
Demand   dependent   on    activity    of    trade,    and 
would  decrease  in  case  of  no  surplus  of  revenue 
over  expenditure    ....  1446-7 

Drawn    through  currency,   amount   of    currency 
gold  held  at  home  has  not  been  excessive  from 
point  of  view  of  Secretary  of  State's  require- 
ments    -        -        -        ...        .        1606-12 
Effect  of  amount  of  money  available  in  India  1613-21 
Effect  on  gold  imports  into  India       -        1591-96 
Invitation  of  tenders  on  Wednesdays  and  allot- 
ment, system  -        -        -        -        -       p.  217-8 
Policy  not  adopted  in  interests  of  City  of  London 
instead  of  those  of  India         -  p.  223,  1395 

Policy  different  from  that  in  any  other  country,  as 
conditions  different         -        -        -        1428-30 
Portion   of  debt  to  India    not  covered  by,  dis- 
charged by  shipments  of  sovereigns        p.  218-9 
Price: 

of  Bills  and  transfers,  comparison  .         -  p.  217 

MiTiiTtmni        .         .         -  1341, 1449,  p.  217 

Purchase  of  sovereigns  in  transit  from  Egypt  and 

Australia  against  transfers : 

Conditions      -  -        -        -      p.  230-1 

Particulars  re         -        -  1348-9,  p.  218,  p.  219 

Periods  during  which  offer  in  force  1635-7 

Terms  largely  taken  advantage  of    -        1434-5 

Withdrawal  of  offer  in  August  1910       1436-42 

Remittances   by,   January  to  October  1912  and 

1913 p.  761 

Sale : 

Advantage  of  sale  of  transfers  to  relieve  money 

stringency  ....        1510-24 

Bills    £:awn    against    Treasury    and    against 

currency  reserve,  allocation  at  time  of  sale, 

difficulty     -        -  -  1473-7 

BUls   and  transfers   sold   and  net  imports   of 

sovereigns  on  private  account  for  each  month 

1911-12  and  1912-13  -        -        -        -  p.  238 

Cessation  when  requirements  of  Secretary  of 

State  met,  injurious  effect  on  trade  p.  219-20 

Comparative  table  showing,  for  period  October 

to  March  inclusive  1911-12  and  1912-13 1370, 

p.  237 
Differences    between    estimates    and    working 

results 1478-80 

Effect  of  fall  in  exchange  on  p.  224-5 

in  Excess  of  requirements  : 

Advantages  oi  practice  1356-8,  1565-8,  1525, 

p.  223 
Amount  of   capital   available  in  Lidia,  not 
reduced  by  ...     1355 

Below  Ig.  4^. ; 

Justifiable  under  certain  circumstances  1415 

1909-10  1415-6 

Cases  of,  since  1863-4         -        -        .     1331 


NEWMARCH,  E.  W.,  G&l.— continued. 
Council  Bills  andTelegeaphic  Teansfbes — cont. 
Sale — continued. 

in  Excess  of  requirements — eontirviied. 

Convenience  of  trade  and  inconvenience  of 
accumulation  of  sovereigns  in  paper 
currency  reserve  in  India,  the  reason  for 

1504-9 

little  Criticised p.  223 

Distinction  between  demands  for  revenue  and 

for  capital  purposes  -        -  1333-5 

Justification        -        -        -  1367-8,  p.  220-1 

Policy  re 1331-6 

Free  sale,  qufestion  of  amount  of  capital  in  India 
being  restricted  by     -        ■    1395-6, 1613-21 
Gold  point  kept  in  touch  with         -      1494-500 
below  Gold  point : 

Considerations  affecting      -        -         -     1341 
Reply  to  criticism  and  explanation  of  advan- 
tages of  system        -        -      1501-3,  p.  219 
Intermediate  or  special: 

Demand  on   following   Wednesday  not  con- 
sidered to  be  affected  by  -        -         -     1345 
Offer   to   sell  freely  at  1«.  4J-d.    (Bills)  and 
1«.  43°^^.  (Telegraphic  Transfers),  since  1904 

p.  222 

Price  -        -  -         1342,  1344,  p!  218 

System  and  advantages  of  -        -  1342-3 

without  Limit  when  rate  at  maximum,  but  no 

obligation  before         ....     1343 

Limitation  to  amount  budgeted  for,  objection 

p.  219 
to  Meet  home  charges  and  sales  connected  with 
currency  shown  separately  in  accounts 

1469-73 
Meeting  of,  from  Indian  (silver)  branch  of  gold 
standard  reserve,  1907-9      -        -        -  p.  224 
Offer  to  sell  transfers  at  1«.  4/^(i.,  1898,  and  sub- 
sequent withdi-awal,  1900     1369-70,  p.  221-2 
at  1«.  4s\d.,  1900,  objected  to  by  Government  of 
India  -  -        1376,  p.  221-2 

Published  notice  regarding,  1909         -  p.  228-9 
Receipts  from,  1st  April  to  31st  October,  and 
1st  January  to  31st  October  1913  and  1912 

p. 759-60 
Regulation,  methods  and  considerations      1392, 

p.  218,  p.  222-3 

Restriction  during  first  half  of  financial  year, 

and  free  sale  during  second,  at  higher  rate, 

question  of,  and  difficulties  1481-91,  p.  218-9 

subsequent  Submission  of  account  of,  to  Finance 

Committee,  Council  and  Secretary  of  State 

1346-7,  p.  218 

System  of  meeting,  if  necessary,  from  gold  held 

in  paper  currency  reserve  in  London,  1898, 

and  advantages  -   1349-52,  1374,  p.  221 

against  Treasury  balances,  justified  in  every  case 

during  last  three  or  four  years  by  Government 

interests      ...  .      1597-605 

Undertaking  to  sell  bills  without  limit  at  1«.  ^d. 

and  transfers  at  1«.  4,f^d.        -        -        .    1448 

Working  of  system  since  1872-73       .        -  p.  224 

Currency,  volume  only  increased  by  import    1763-6, 

1772 
Exchange  : 
Fall  in : 

Additional  taxation  imposed,  1885-95,  to  meet 
burdens  owing  to         -        .        p.  225,  p.  226 
Increase  in  burden  of  home  charges         .  p.  225 
Fixing  of,  at  1«.  M.  -. 

Burdens  on  Exchequer  limited,  and  most  serious 

uncertainties  in  budgeting  removed     -  p.  225 

Effect  on  trade  with  other  countries    1397-401 

p.  289-93, 1431 

Indian  ti-ade  generally  benefited    1408,  p.  225-6 

Gold  in  circulation  had    little  effect  on  crisis, 

1907-8  and  1908-9,  but  question  if  more  widely 

in  circulation 1704-26 

Maintenance  of,  at  Ig.  4d.,  obligation  recognised 
at  present  by  Secretary  of  State,  and  question 
of  giving  guarantee         -        -        -  1451-8 
Regulation,  unusual  responsibility  taken  by  Govern- 
ment re 1371-3 

Rise  above  gold  point,  importance  of  preventing 

1376,  p.  222 
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Exchange  Banks,  in  India,  protest  against  with- 
di-awal  without  notice,  of  facility  of  obtaining  tele- 
graphic transfers  at  Is.  4t^d.  unlimited,  1900 

.  1369,  p.  221-2 

Foreign       trade,  Taalance  of  India's  foreign  trade 
1883-84  to  1912-13    ....       p.  ^34_6 
Gold: 

no  Difficulty  in  people  obtaining  1393-4 

no  Evidence  as  to  amounts  going  into  hoards  and 

into  circulation       -         -  .         .     1380 

Gold  other  than  British  coin  held  by  Government 

of  India  at  end  of  each  year  from  1900-1  to 

1908-9   ....  -p.  758 

.    Imports  into  India : 

no  Discouragement  by  Secretary  of  State  subject 
to  being  able  to  draw  sufficient  to  meet  home 

charges 1459 

on  Large  scale  in  last  few  years       -        -     1392 
Issued  in  1907-8,  quantity  must  have  gone  into 

hoards    1819-20 

in  London,  value  of,  for  maintaining  exchange  and 
comparison  with  value  of  gold  in  India        1379, 

1381-3,  p.  242 

in     Paper     currency     reserve     and     Government 

treasuries,   receipts  and  issues,   1899-1900    to 

1912-13 p.  251-3 

Gold  ctjkeenct  : 

Circulation  increasing  ....     1380 

EncoTiragement  of,  desirable  1421,  1701-26, 

1727-31 
Increase  in  circulation,  question  whether  Govern- 
ment or  Central  Bank  more  favourable  agency 

1827-30 
no  Object  in  forcing,  upon  people,  and  no  such 
desire  on  part  of  Secretary  of  State  or  Govern- 
ment of  India  -         -         -  1800-1 
Gold  Mint  in  India,  supply  of  sovereigns  in  India 
would  not  be  greatly  increased   -         -         -     1750 
Gold  Standard  Reserve  : 

Amalgamation  with  paper  currency  reserve,  not 

possible ...         -  -  1405-6 

Holding    of,  in    London,   desirable    as    resource 

against  fall  in  exchange  -         -  -     1361 

Sale  of  securities  in  paper  currency  reserve  and 

application  to,  not  considered  practicable     1427 

Securities : 

Change  in  investments,  1913  -  1797-9 

Reply  to  criticism  -  -         -        1458-60 

Subsidiary  branch  in  India  (silver) : 

Amount,  policy  -         -       P-  245-6 

Amounts,  1907-8  to  1912-13  -         -         -  p.  254 

Borrowing    from,  to   meet   bills  and  transfers 

recognised  to  be  resorted  to  only  in  extreme 

urgency       -         -         -         -         -         ■  P-  224 

History  of P-  244-5 

Transfers    and    retransfers     of    funds    between 
London  and  India,  1907-9  and  1908-11  1571-6, 

p.  224 

would    be  Used  first  for    support  of    exchange, 

gold  in  paper  currency  resei-ve  being  treated  as 

subsidiary  reserve  -        1384-91 

Home  charges,  definition  -         -  1465-8 

Law,  Sii-  Edward,  speech  re  Bill  to  enable  use  of 

gold  in  currency  reserve  for  purchase  of  silver  1666 

Lending  by  Government  in  India  : 

Facilities  not  comparable  to  those  in  London 

1432-3 

for  Purposes  of  trade  during  short  period  of  the 

year,  would  be  advantageous,  but  Mr.  Bryce's 

opinion  against,  quoted  -         -        -  1364-6 

Loans,  issue  by  Government  in  England  . 

Necessity  of,  but  decrease  hoped  for  in  future 

1337 
when  Rates  high  in  India,  criticism  not  unnatural 

1362-3 

Tendency  towards  price  being  better  than  those 

for  sterling  loans  of  Indian  Government  1403-4, 

p.  219 
Loans,  issue  by  Government  in  India: 

Amount    possible    and    question    as    to    rate    if 
amount  raised        -        -   1402,1409-13,1461-4 
■Rxtent  to  which  possible,  difficulty  of  increasing 
■^  .  1338-40,1407 


NEWMAROH,  F.  W.,  C.S. I.— continued. 
Notes: 

Circles  of  issue,  question  of  need  for  continuing  or 

not 1751-6 

Circulation : 

Expansion  in,  in  last  two  or  three  years   1425-6 

Gross  and  active,  1862  to  1912        -        -  p.  250 

Size  of   -        -         -  ...     1694 

Denomination  of        -        -  -        -  p.  240 

Encashable  over  whole  of  India  with  one  or  two 

exceptions 1700 

Increase   of  facilities  for  encashment  would   be 
advantageous  ....  1823-6 

Increase  in  popularity  of       1697-9,  p.  240,  p.  247 
Issue : 

Modification  of  system,  question  of  1757-81 
by  Presidency  banks  up  to  1862  1638,  p.  239 
as  Legal  tender,  history  -  -  p.  239,  p.  240 
Letter  of  Bombay  Chamber  of  Commerce  advo- 
cating making  all  notes  legal  tender  in 
Presidency  towns   -        -  -     P-  279-80 

up  to  Rs.  100  encashable  at  eight  centres     1821-3 
of  Small  value,  extended  use  of,  proposals  of  Bank 
of  Boiqbay  re,  December  1908  -       p.  278-9 

Mr.  James  Wilson's  speech,  3rd  March  1860 

1639^4,  p.  294-309 
Paper  Currency  Reserve  : 

Composition,  1894-1890  -         -         -p.  243 

Composition,  December  1863  -         -  p.  239 

Composition  and  location,  statistics,  1862-1913 

p.  248-9 
Decrease  in  receipts  of   sovereigns  from  abroad, 
and  increase  of  from  internal  cu^culation,  1913 

p.  760,  p.  762 
Demands  on,  uncertainty  of        -         -  1692-3 

Fiduciary  issue,  proportions       -  1645-9,  p.  248-9 
Gold : 
Amount : 
Letter  of  Government  of  India,  18th  August 
1904         -  -p.  257 

Pohcy  re  -         1377,  1679,  p.  247 

Elasticity        -  1587,  p.  223-4 

History  of    _  ...       1651-2,  p.  240 

Holding  of,  in  India  and  London,  no  established 
proportion  ,  1679 

in  India,  amount,  correspondence  between  Secre- 
tary of  State  and  Government  of  India,  1905 

p.  284-5 
in  London : 

Consideration  of,  by  people  in  London  as 
source  of  relief  in  case  of  crisis,  reply  to 
suggestion        ...  •.     1685 

Correspondence  between  Secretary,  of  State 
and  Government  of  India,  1905        p.  284-8 
Ear-marking  of,  at  Bank  of  England,  explana- 
tion of  process,  and  charge         -         1680—4 
History  of    -  -        1653-72,  p.  241-2 

only  Reason  for  asking  for  holding  of,  in 
India  instead,  would  be  want  of  confidence 

1784-96 

Use   of,  as  supplementary   to  gold   standard 

reserve  for  support  of  exchange  1361, 

1668-72 
Value    of,    for    purchase   of    silver    and    to 
support  exchange  -        p.  223-4 

History      -        -        -  1638-44,  p.  239 

Increase  in  gross  issues  of  sovereigns,  1913  p.  760 
in  India,  history  of  -  -         -  p.  244 

Ingot  reserve,  history  of     -        -      1686-7,  p.  244 
Run  on,  not  very  likely  -        -     1424,1817 

Securities : 

Fluctuations p.  247 

Increases,  1904  and  1911, correspondence  between 
Government  of  India  and  Secretary  of  State 

p.  255-83 
Introduction  of    sterling  securities,  1905,  and 
reason  -  -        -  1673—6 

Investment  in  rupee  securities  or  sterling  short- 
dated  securities  preferable  -        -        -     1815 
further  Investment  immediately  practicable 

1812-*0 

H  4 
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ROYAL   COMMISSION    ON    INDIAN    FINANCE   AND   CDRRENOY  : 


NEVTMAROH,  F.  W.,-G.S.l.— continued. 
Papbb,  Currency  Reserve — continned. 
Securities — continued. 
Letter  of  Madras  Chamber  of  Commerce,  Decem- 
ber 1908,  suggesting  investment  of  fixed  pro- 
portion of  notes  in  circulation,  and  obligatory 
sale  of  securities  if  and  when  metallic  reserve 
touches  certain  point        -        -        -  p.  282-3 
Particulars  re,  and  history  from  1863       1673-8, 

p.  239-40 
Proportion,  method  of  regulating    -  1811 

large    Realisation     on     Indian    market    would 
seriously  depress  price  -  -    1739 

Receipts  from         -        -        -  1733-5 

Releasabnity,  question  -         1739-43 

Rupee,  might  be  increased      -  1810, 1816,  1818 
Sale   of,   and  application  of,  to   gold  standard 
reserve  not  considered  practicable  1427 

Sterling : 

Advantages,  letter   of   Government  of  India, 

18th  August  1904  p.  256 

no  further  Increase  considered   necessary   at 

present  -  -         -    1810,1816 

Limitation  -         -  -  1677-8 

Reasons  of  Government  of  India,  1904,  for 

increasing         ....  1808-9 

Silver : 

Amounts : 

1894-5  to  1912-13  -        -        -  p.  254 

Correspondence  between  Secretary  of  State 

and  Government  of  India,  1904  and  1905 

p.  257,  p.  284-5,  p.  286 

Policy  re     -         -         -         -  p.  245-6 

Fluctuations  -  -        -        P-  243,  p.  245 

Presidency  banks  : 

Government  deposits  -         -         -     1831-4 

Letter  from  Government  of  India,  April  1904,  re 
proposed  increase  of  paper  currency  reserve 

p.  258-9 

Railways,    excess    of    net     receipts     over     budget 

estimates,  1910-11,  1911-12,  and  1912-13    1443-5 

Revenxtb,  srRPLrs : 

properly    Applicable    to    reduction    of    debt    or 

reduction  of  borrowing  1335,  1358,  1489 

Disposal,    question    of    previous    discussion     by 

Viceroy's  Council  -        -        -  1492-3 

Rupee  paper  transferred  from   ^England  to   India, 

January-October  1912-13  -         -         -         -  p.  761 

Rupees  : 
Coinage : 
Amounts,  1894-5  to  1912-3  -        -  p.  254 

1912,  and  distribution  of  -         -       p.  243-4 

Profits,  coinage  of,  into  rupees,  explanation 

1577-86 
Regulation  of,  according  to  requirements 

,1624-34 

Conversion  into  gold,  supply  of  gold  not  sufficient 

to  change  all  rupees        ...  1802-6 

Difficulty  in  supplying  demand  in  1909      1688-91 

Shortage  of,  at  times,  1900-6      -        -        -     1689 

Silver  : 

Amount  held  in  reserve  and  new  coinage,  1894-5, 
to  1912-3        -        -        -        -  -  p.  254 

Bullion,    removal    of    tax    on,    might    possibly 
stimulate  hoarding  of  silver  instead  of  gold 

1422-3 
Purchase  of,  for  coinage : 
Payment  for : 

not  Considered  as  part  of  home  charges 

1465-73 

by  Gold  from  paper  currency  reserve,  1906, 

reasons  of  Government  of  India  against 

p.  245 
1912,  by  selling  bills  and  consequent  immediate 
increase  to  total  currency  reserve,  and  ques- 
tion as  to  effect  on  London  money  market 

1545-64 
irom  Proceeds  of  bills  or  by  gold  in  paper 
currency  reserve,  consideration  affecting 

p.  223 
Use  of  gold  in  Paper  Currency  Reserve  for, 
history  of  ...  1666-7 

Regular  purchase  of,  every  year,  difficulty 

p.  246-7 


NEWMARCH,  F.  W.,  C.S.I.— continued. 
Sovereigns : 

Gross  receipts  at  Government  treasuries,  &c.,  and 
gross  issues,  January-October  1912  and  1913 

p.  760,  762 
Imports,  January-October,  1912  and  1913    p.  761 
Import   of,  on   private  account  for   aech  month, 
1911-12  and  1912-13  -        -  p.  238 

Import,  decrease,  1913       -         -  -  p.  760 

made  Legal  tender,  1899    -        -         -         -  p.  241 

People  able  to    obtain,  easily    for    hoarding,   if 
desired   ■        -        -        -         -        -         -     1420 

Purchase  of,  in  transit  to  India,  see  vmder  Council 

Bills  and  Telegraphic  Transfers  above. 
Shipment  to  India  in  competition  with  bills 

1418-9,  p.  220,  p.  222 

Smaller  coin  desired  by  people  generally      1745-9 

Taxation  : 

Additional,  imposed   1885-95    to    meet    burdens 

owing  to  fall  in  exchange  p.  225,  p.  226 

fresh  Imposition,  1910-11  -         -         -         -  p.  226 

Remission,  1903-7  -  -  p.  226 

Trade : 

Balance  of  India's  foreign  trade  -  p.  234-6 

between  British  India  and  the  United  Kingdom, 

1889  to  1908  -  -         -        -         -  p.  290 

with  China,  statistics,  1888-89  to  1907-8  -     1437, 

p.  289 

between  China  and  the  United  Kingdom,  1889  to 

1908       -  -  -  P-  291 

Exports  and  imports,  January-October,  1912,1913 

p.  760,  p.  761 

between  India  and  Persia,  1888-9  to  1907-8  p.  292 

between  India    and    other    countries    (excluding 

India  and  Persia),  1888-9  to  1907-8         -  p.  293 

Note  on  some  features  in  the  Indian  trade  and 

currency  figures  for  the  first  10  months  of  1913 

p.  759-62 
Wilson,  James,  speech  introducing  BUI  for  establish- 
ment of  paper  currency  in  India,  3rd  March  1860 

1639-44,  p.  294-309 
North- Western    Provinces    and    Oudh    Government, 
letter  to,  from  Government  of  India,  1899,  re  relax- 
ing restrictions  on  Presidency  banks,  Abrahams 

p.  361 
Notes : 

Advantages  of  gold  cun-enoy  over,  for  villagers,  &c., 
Megton      -  ....    9129, 9249 

Advantages  of  metallic  currency  over,  for  ryots,  &c., 
Beed  ...  .     9993 

Advantages  of,  Webh,  5853-5 ;  Sundara  Iyer,  p.  627  ; 

Schuster,  11,031-3. 

not  Advocated  as  main  currency  for  India  in  present 

state  of  development,  Webh      5860,  5880,  6309-10 

should  be  made  Bullion  certificates  pure  and  simple, 

Balal  -         -  11,261-6,  p.  671,  p.  676,  p.  681 

not  a  Cheaper  and  better  foi-m  of   currency  than 

gold,  Webb         -  -         -  5730-1 

Circle  system  : 

Abolition  advocated,  Chvnilal    -        p.  764,  p.  769 

Largely   abolished   in   effect,    but    abolition   not 

advocated  for  very  high  notes,  Barrow    3201-13 

Question  of  need  for  continuing  or  not,  New- 

ma/rch     ......  1751-6 

Circulation  : 

1862-3  to  1889-90      -        -        -         -        -  p.  262 
1862  to  1912,  Newma/rch  -        -         -  p.  250 

1887-8  to  1901-2       ....  p.  259 

1889-90  to  1901-2,  excluding  amounts  held  by 
Reserve  Treasuries  and  Presidency  Banks  at 

head  office p.  260 

1887-8  to  1895-6       -  -        -        -  p.  263 

1889-90  to  1895-6      -  -        ■        -  p.  264 

1893-4  to  1896  and  1900-1  to  1903-4         -  p.  268 
1894-5  to  1898-9,  showing  decrease  after  increase 
in  invested  portion  of  currency  reserve,  1896 

p.  267 

1896-7  to  1903-4 p.  255 

1899-1900  to  1902-3 p.  267 

1902-3  and  1903-4 p.  260 

1902-3  and  1903—4,  excluding  amounts  held  by 
reserve    treasuries    and  Presidency    banks    at 

head  offices p.  260 

1902-3  to  1909-10 p.  275 


INDEX. 
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Notes — cmitinued. 

OiECULATiON — cmitinued. 

1904-5  to  1909-10  .        .        „  276  p  277 

1909-10,  1910-11,  and  1911-12,  HoJrd     -'  p.'  5% 
Active  circulation,  no  great  proportionate  increase, 
Valal      -  .  -         - 11  271 

Amount,  Dalai  _  p  "g^j^ 

Effect  of  gold-currency  on,  see  under  Gold  currency 
Free  circulation  desired,  Chunilal  .  p.  674 

Increase,  Newmarch,  1425-6,  1697-9,  p  247- 
Toomey  and  Fraser,  2621,  2779,  2966,  p.  538- 
Howard,  p.  589;  Barrow,  3069;  Cole,  3418- 
Boss,  3820;  McEohert,  3983;  Smith,  p.  617  i 
Eeid,  J555-6,  p.  574  ;  Le  Marehant,  7656  ;  Bun- 
bar,  7901-2;  Sundara  Iyer,  y.  626;  Mestuii 
9126-8 ;  Beed,  9991. 
Increase,  result  of  definite  policy,  Harrison 

10,316-9 
Increase    in    10,000  rupee    notes   larger  propor- 
tionately than  increase  in  5  rupee  notes,  Frewen 

9524,  9526-30,  9582 
Increase : 
Advocated,  and  suggestions,  re  method,  Harrison 

10,314 

Net,  during  busy  season,  Meston  9069-71 

Question    of  effect    on    circulation   of   rupees, 

Meston  -         -  9138-40 

Size  of,  Newmarch  1694 

Control  by  Central  Bank,  see  tinder  Functions  under 

Central  or  State  Bank, 
no  Currency  office  at  Dacca,  and  notes  consequently 
little  used  in  Eastern  Bengal,  Dunbar        8009-15 
Denominations,  Newmarch     -  "      ■  P-  240 

no  Difficulty  in  getting,  when  wanted,  McBobert 

3986 

more  Economical  currency  than  gold,  but  not  more 

suitable,  Meston  •         ■         -     9124 

Encashment  : 

if  present  Arrangements  inadequate,  improvement 

should  be  considered,  Howard  -  8298 

Difficulty,  Dunbar  _  -  -     7900 

at  District  treasuries  possible,  but  more  difficult  at 

sub-treasuries  although  possible,  Meston  9282-9 
at   District  treasuries  possible  if  coin  sufficient, 

but    not    at    sub-treasuries,   and    question   of, 

Bhupendra  Nath  Mitra  .  -  .     4741-9 

Extra  legal  facilities  and  question  as  to  possibility 

of  extending  to  sub-treasuries,  Bhupendra  Nath 

Mitra  -         ■  •         4741-9 

Facilities,    Newmarch,    1700,     1821-3 ;     Sundara 

Iyer,  8980-96. 
Increase  of  facilities  desirable,  Newmarch,  1823-6  ; 

Barrow,   3066-72,  3215-22,    3249-52,  3328-43; 

Boss,  3729-32 ;  Dunbar,  7905,  8012-4 ;  Meston, 

9279-81;    Harrison,  10,320;    Dalai,   p.    681-2; 

Chunilal,  p.  764,  p.  769. 
Opening  of  additional  currency  offices,  approved, 

Howard  -  '         '  .'  ^'^^'^ 

Opening  of  numerous  agencies  for,  without  under- 
taking legal  obligation,  suggested,  Hunter 

6465-7,  6640-3 
Possible  at  sub-treasuries  even,  Sundara  Iyer 

8987-93 

EnCOTJEAGEMENT  : 

Advocated,  Hamilton,  2313-5  ;  Toomey  and  Fraser, 

2963-9  ;  Barrow,  3214-8  ;  Hunter,  6702,  p.  594 ; 

McLeod,    7030,    7081;    Beid,    7566-7,   p.   574; 

Le   Marehant,  7657-8;    Dunbar,  7918;    Smith, 

8553-63 ;  Beed,  9992-8. 

Advocated  and  notes  should  be  based  on  metallic 

reserves  and  discounts,  Dalai  11,266-8, 11,272-4 

Easier  by   Central  Bank  than  by   Grovemment, 

Hunter  ....         6656,6805-7 

Steps  taken  approved,  Howard   -         -         -     8292 

Steps  taken,  and  reason,  Hunter  6485-9 

Forgeries,  Meston  -  •     9129 

Forgery,  possibility  of,  and  improvement  of  notes 

desirable,  Fleetwood-Wilson  -11,446 

Gold  not  a  rival  to,  generally,  Webb       ■        5855-60 

Held  by  Government,  should  be  treated  same  way 

as  notes  held  by  public,  Meston  -  -     9435 

Increased  use  desired,  and  steps  taken  by  Bank  of 

Bengal  to  encourage,  Dunbar  -  7903-4 

i;    20899 


Notes — continued. 

the  Ideal  cm-rency,  Abrahams,  1149-51,  1201,  1208  ; 

Bhupendra  Nath  Mitra,  4674-8. 
Investment  of,  in  trade  bills  or  advances  to  bankers 

would  not  be  considered,  Cole  3438-49 

Issue    of,   in    exchange  for   gold   coin   or   bullion, 

notification  of  Government  of  India,  1893      p.  741 

IsstTB : 

Against  temporary  security,  absence  of,  may 
partly  account  for  high  rate  of  discount  at  busy 
season,  and  possibly  advantage  of  issuing.  New- 
march  -  -  -  1757-81 
in  Large  parcels  through  banks,  Mahajans,  &c., 
Bhupendra  Nath  Mitra  -  4721-3 
Might  be  made  to  considerable  extent  in  times  of 
national  emergency  without  any  security  but 
credit  of  Government,  Webb    5064-71,  5205-16, 

5389-92 
Modification  of  system,  question  of,  Newmarch 

1757-81 
by  Presidency  banks  up  to  1862,  Newmarch 

1638,  p.  239 
Issue  of  gold  fob  : 

Government  should  reserve  light  to  refuse,  Hamil- 
ton p.  523,  p.  527 
in  Normal  times  and  when  gold  available,  advo- 
cated, but  no  obligation  advocated,  Toomey  and 
Fraser                      .      -  2600-1,  2675-7,  p.  536 
Larger  denominations  little  used  for  ordinary  hand- 
to-hand  pui'poses,  Meston  929- 
not   Legal    tender   in    payments    by   Government, 
Meston                                                                9436-8 
as  Legal  tender,  history,  Newmarch       p.  239,  p.  240 
Letter  of  Bombay  Chamber  of  Commerce  advocating 
making  all  notes  legal  tender  in  Presidency  towns, 
Newmarch  -                           -                  -     P-  279-80 
well  Managed  by  Government  at  present,  McLeod 

7007,  7204-8,  p.  597 
no  Objection  to,  Graham  •     4929 

Obligation  to  pay  notes  in  rupees,  or  gold  if  wished 
by  Government,  but  demand  likely  to  be  for 
rupees,  Barrow  ■  •  -  3082-6 

Payable  in  rupees  or  sovereigns  at  option  of  Govern- 
ment, Abrahams  -  695-7 
Payment  in  laipees  or  gold,  letter  of  Government  of 
India,  1900,  re  policy,  Abrahams                p.  109-10 
Popularity,  Fleetwood-Wilson                           -11,440 
Popularity  increasing,  ThacTcersey  ■         -           p.  720 
Preference  for,  restricted  to  towns  and  commercial 
centres,  Meston  -                                     9129,  9190-1 
Preferred,  Toomey                                                2603-4 
Preference  given   to,  by  population,  very   marked, 
especially  in  MofEusil,  Sundara  Iyer  -         -  p.  627 
Preferred,  iioss                -         -                       3628,3728 
should  not  be  Pressed  on  people,  Meston        9132-3, 

9274-8 
not  Readily  accepted  at  remote  villages,  Thackersey 

p.  719 

Small,  prices  depend  on  actual  circulation  of  rupees 

and,  not  on  gold,  Frewen  '  -         -     9557 

of  Small  value,  extended  use  of,  proposals  of  Bank 

of  Bombay  re,  December  1908,  Newmarch 

p.  278-9 

System,  Webb p.  561 

System  approved;  Webb  -         -         -         -  6074-5 

10  000  rupee,  silver  hoards  believed  to  be  replaced 

by,  Frewm         -  '      ■       9524,  9531-3,  9544,  9582 

UNIVEESALISATIOlSr : 

Government     would     finance     all     remittances, 
McBobert        .        -        -  -  3984-5 

of  Higher  denominations  : 
not  Advocated  and  reasons,  Meston,  9281 ,  9290-4 ; 

Harrison,  10,320, 10,321. 
Desired,  Fleetwood-Wilson,  11,440-6  ;  Chunilal, 

p.  764,  p.  769. 
no  Objection  to,  Hunter  6468-9 

Proceedings  with  regard  to,  up  to  present  date, 
Fleetwood-Wilson  -        - 11,440 

Mr  James  Wilson's  speech,  3rd  March  1860,  New- 
march,  1639-44.  p.  294-309. 

Opium  revenue: 

1909-10  to  1913-14,  Abrahams       -  p.  81 

Deliberate  underestimating,  Howard  8128-34,  p.  577 

I 
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ROYAI,   COMMISSION    ON    INDIAN   FIN'AKCE   AND   CURRENCY  : 


Opinin  Revenue— coii^jjKied. 

Excessive  estimate,  since  1909,  Meston  9028,  9035-7 
Excess  put  aside  as  matter  of  policy  -  -  303 
Fluctuations,  Sundara  Iyer    -  -  p.  632 

High  balances  due  to  unexpected  surpluses,  Abrahams 

71-6,  303,  p.  9 

Position  of  opium  ti-ade,  element  of  uncertainty  in 

Indian  estimates  owing  to,  Abrahams-  p.  10 

Pallain,  M.,  quoted  -  - 10,261 

PANDYA,   ViDTA  Sagae,   Secretaiy  of  the   Indian 
Bank,  Limited  9590-9886,  p.  635-61 

Balances  : 
in  England 

Great/er  than  in  India      -  ■         -  P-  635 

too  High  -         -  -  p.  635 

should  be   Held   in   India,   except  for   minimum 

amount  requii-ed  by  Secretary  of  State    9601-3, 

9621,  9629,  p.  635,  p.  638-9 

Management  of,  influenced  by  financial  interests 

in  England     -         -  p.  636,  p.  642 

Unnecessaiily  high  of  late  -  9594-8,  p.  635 

Banks  in  India: 

Grovemment  should  keep  minimum  balance  with 

approved  banks  -  r  p.  636 

New,  holding  of  funds  in  liquid  fonm  -  9810-9 

Re-discounting   of   bills   of   exchange,   would   be 

convenient      -  -  9817-9 

Bengal,  Bank  op: 

Advances  to  natives   and  Europeans,   proportion 
and  criticism  -  -  9"828-48,  p.  644 

Auditing,  criticism,  and  suggestion  p.  648-9 

Criticism  of  p.  644-62 

Directoi-ate,  particulars  re,  and  criticism  p.  649-51 
Dii-ectors,  method  of  appointment,  and  few  attend- 
ances of  shareholders  -  9860-4 
Percentage  of  cash  -to  Kabilities  1893-912,  p.  658 
Shai'eholders : 

Pew  attendances  9861-4,  p.  647,  p.  648 

Number  of  Asiatics  and   Europeans,  criticism 

and  suggestions  -         -        -        -      j).  646-7 

Bombay,  Bank  of,  percentage  of  <!ash  to  liabilities, 

1893-912  ...  p.  658 


Budget  estimates  : 
Biidgetting  foi-  surplus  objected  to 


9622-7, 
9697-705 
9596-7 


Difficulty  of  estimating 
Centrai  Bank  : 

Calpital,  question  of   -  -  p.  652 

Control,  question  of  p.  652-3 

Fuiictions : 

Foreign  exchaaige  business  not  advocated  p.  644 
^Management  Of  pa^ei-  cui^eticy: 

not  Advocated    -  -       9780-2,  p.  645 

Suspicion  and  distrust  wottia  "be  ardusfed 

9878-83 
Objections  to      -         9748-50,  9772-87,  p,  '642-53 
Co-operative   Credit    system,  encouragement   advo- 
cated, and  suggestions  -  p.  643-4 
Council  Bills,  Sale  : 

in  Excess  of  requirements  and  for  convenience  of 

trade  aUeged,  and  criticism  of  9604-20,  9648-62 

so  as  to  Stop  import  of  gold  into  India  objected  to 

9646-62,  p.  638 
Deposits  with  Banks  in  England,  objected  to  p.  635 
Gold: 

Absorption  of,  in  certain  countries  for  .purposes 
other  than  addition  to  bank  reserves,  1890-1910, 

p.  635 
Addition  to  the  Bank  and   other  resei-ves  in,  of 
some  important  countries,  1889,  1899,  1910  ' 

p.  655 

Duty  of  laying  down  .gold   at  destination  when 

exported  for  payment  oif  balance  of  trade  might 

be  left  to  Exchange  Banks      -  -  p.  639 

Per  capita  amount  held  in  India  smaller  than  in 

other  countries  -         -        .p.  639 

Gold  cueeenot: 

Advocated  to  replace  rupees       -  9663-89,  9748-7 

9760-71,  9870-7,  p.  638,  p.  639 

Cu-culation,  increase  in  Bombay  -  9680 

should  be  Forced  into  circulatictn,  and  suggestions 

re  .        .        .   9678-«2,  9744-7,  p.  638,'689-40 


PANDYA,  ViDTA  Sagae — continued. 
Gold  cueeenot — continiwd. 

Gold  standard  reserve  would  become  unnecessary 
with  sufficient  gold  in  circulation     -       9689-96, 

9740-1,  9760-71 

Policy  of  Secretai-y  of  State  and  Government  of 

India  re  -         ■  .         .        p,  637-8 

Gold  Mint: 
Advocated         -         -  9706,  p.  639,  p.  640-1 

Attracting  of  mcatey  fi-om  hoards,  not  anticipated 

except  in  time  of  famine  or  pi-essure       9721-35 
Bullion    for  coinage.   Aftican    and    Indian   gold 

anticipated     -        -  9709-18,  p.  640 

Desirable,    so    that    natives     could    get    bullion 

exchanged  for  sovereigns  9751-4 

Seignioi-age  should  not  be  charged  JI707-8 

Sovereigns  should  be  coined  9719-20 

Gold  Standaed  Keseeve  : 

Amount,  no  limit  should  be  placed  on,  and  whole 
amount  of  actual  gold  should  be  kept  in 

9738-41,  p.  641 
Secui-ities : 

of  Certain  Colonies,  should  be  disposed  of  p.642 

not  Repayable  or  payable  at  distant  date  should 

be  disposed  of      -  -  p.  642 

would  become  Unnecessary  vidth  sulficient  gold  in 

cu-culation  -       9689-96,  9740-1,  9760-1 

HOAEDS : 

Gradual  decrease  anticipated  as  people  educated  to 

use  of  gold      -         -  -       P-  641,  p.  657 

Gold  from,  middleman  has  diflSculty  in  disposing 

of,  at  present  -  .  9733-5 

Little  gold  in  -  9723-4 

Reasons  for        -  p.  641 

Investments  in  India,  particulars  and  statistics, 

1890-912  ....  p.  657 

Lending  by  Government  in  England,  objected  to 

p.  635,  p.  636 
Lending  by  Goveenment  in  India  : 
to  Banks : 

to  All    banks    of    standing  against  approved 

secmities,  advocates    -        .    9630-45,  p.  635 

Dtmng  :periods   of  rtiiogency   advocated,   and 

loa:ns  up  to  3  months  suggested  9632-5, 

p.  636 

5  lakhs  should  be  minimum  amount  to  any  one 

Bank   ^  .     9806 

on  "Security   ot  Government  paper,   suggestion 

and  question  of  effect  -         .      9794-809 

by  Means  of  fidudaj-y  issue  of  notes  advocated 

p.  636 

at  1  per  cent  below  bank  rate  advocated  9793 

Loans,  issue  of,  by  Govemiiient  in  England,  with 

inflated  balances,  question  of       -         .  p,  635 

Madeas,  Bank  op  : 

Advances   to   natives  and  Europeans,  proportion 
and  criticism  -  -  9728-59,  p.  644 

Auditing,  criticism  and  suggestions  p.  648-9 

Auditors,  paiticulai-s  rr,  1898-1913  -  p.  661 

Criticism  of  .  .p.  644-52 

Directorate,  particulars  re,  and  criticism   p.  651-2 
Directors : 

List  of  fii-ms  from  which  elected,  1898-1913 

p.  661 

Method  of  appointment,  and  few  attendances  of 

shareholders  .         -      9860-9,  p.  647- 

Percentage  of  cash  to  liabilities,  1893-1912  p.  658 

Shareholders : 

And,lysis  of  -  .  p.  659 

Analysis  of  attendance  of,  at  general  meetings, 

1893-1913  ...  .  p.  660 

Few  attendances     9860-9,  p.  647,  p.  648,  p.  660 

Number  not  entitled  to  vote    -         -        .p.  647 

Number  of  Asiatics   and   Eui-opeans,  criticism 

and  suggestions  .  p.  647 

Notes,  gold,  sidvoeated  and  suggestions  re     9667-70, 

9870-86,  p.  639,  p.  640 
Papee  Cueeenct  Beseeve  : 

Holding  oi  gold  in  India  advocated  and  reasons 

p.  641-2 
Investment,  no  further  portion  should  be  invested 

p.  641 
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PANDYA,  ViDYA  Sagae — aontinued. 
Peesidency  Banks: 

Audit,  criticism  and  suggestions  p.  648-9 

Gk)vemment  ^posits,  increase : 

Objection  to,  under  present  arrangements 

9785-92 

Securities  should  be  required  -         -       p.  635-6 

Directors,  total  amount  of  liabilities  should  be 

shown  in  balance  sheet   -  -         -  p.  649 

Facilitation   of    transactions    among    themselves 

during  busy  season,  suggestion        -         -  p.  653 

Indians  not  accepted  for  the  higher  appointments 

{e.g.,  charge  of  branch  offices)  -  p.  652 

Loans  to,  at  bank  rate,  facility  not  availed  of,  by 

banks     -  -  -  p.  644 

Shareholders,  qualifications  for  voting  should  be 

reduced  and  proxies  should  not  be  given   p.  648 

Presidency  Banks  Act,  amendments  suggested 

p.  648-9,  p.  653 

Reserve  Treasuries,  criticism  of  system  -         -  p.  636 

Revenue  and  expenditure  charged  against  revenue  or 

capital,  general  statement  of  gross,  with  annual 

surplufi  or  deficit  and  cash  balances  (in  India  and 

England),  1900-ltoJ90-ll  -  p.  664 

SOVEBEIGN S  : 

Difficulty  of  obtaining         -  -  p.  640 

Issue,  con-espondence  (1910-3)  between  Indian 
Bank,  Limited,  and  Assistant  Accountant 
General,  Accountant  General  and  Officiating 
Commissioner  of  Cun-ency  -  p.  656 

should  be  Isstied  more  freely  from  Post  Offices, 
Presidency  Banks  and  District  Treasuries 

p.  639-40 
Trade,  development  of   credit  and  of  imports  and 
exports,  1890-1911     -        -  -  p.  658 

Paper  currency,  see  Notes. 

Paper  Currency  Reserve: 

Amalgamation  with  gold  standard  reserve,  tee  under 

Gold  Standard  Reserve. 
Amottnt  : 

1899-1900  to  1902-3  -  -         -         -  p.  267 

Equal  to  value  of  notes  in  circulation,  unnecessary, 

Sundara  Iyer  -  •         -  -  p.  629 

Increase  of  gold  and  decrease  of  silver,  15th  April 

1899-22nd  August  1900  (Law),  Abrahams 

p.  115,  p.  117 
Opinion  of  Sir  E.  Law  re  p.  117-8,  p.  120, 

p,  123-4 

Relative,  of  gold  and "  silver  should  not  be  fixed, 

Smith  ■  P-  617 

Coined  silver,  lending  of,  to  Treasury  department 

when  required  by  trade,  suggestion,  Hamilton  p.  529 

Composition  : 
December  1863,  JVe«marc/i  -         -         -p.  239 

1894-1890,  Newmarch        ■  -  P-  243 

March  1905        -         -  -  P-  284 

1911,  Sundara  Iyer    -         -  -         '  P'  „^» 

Approved  on  the  whole,  Barrow     _  -     3077 

Composition  and  location,  statistics,  1862-1913, 
Newmarch-  -         -         "  .    P- 248-9 

Conversion  of  Government  rupee  paper  investment 
into  sterling  secmities,  proposal  of  Government  of 
India,  1900,  Abrahams        -  ■  p.  HO,  114 

Decrease  in  receipts  of  sovereigns  from  abroad  and 
increase    of    from    internal     circulation,     1913, 

Newviarch  ■         -  "         P' '^^'^'.I'l'^l 

Demands  on,  uncertainty  of,  Newmarch  -  ib9^-d 

Elasticity,  and  advantage  to  be  derived  from  airange- 

ments  for  issue  of  additional  notes,  Abrahams 

1047-52,  p.  95 

FiDUCIAEY  POETION  : 

Amount : 

Increase :  .     n  j.i_  x  • 

would  be  Approved  if  recognised  that  issue 

should  be  reduced  if  note  issue  decreases, 

as  it  might  if  cheques  largely  introduced, 

GoU  ■  3418-9,  3487-9b 

Desirable,  ifowar-c?       -         -  -     »i«f 

to  40  per  cent,  of  tptal  circulation  suggested, 

Hunter  -         -  -  6457-64 

should  be  Invested  in  rupee  paper,  Ghunilal 

p.  7do 

no  Limit  suggested,  circumstances  of  ^Aie^^Q 

should  be  considered,  Howa/rd  -  8191-i 


Paper  Currency  Reserve — continued. 
Fiduciary  poetion — continued. 
Amount — continued. 
Increase — continued. 

to    One-third     of    amount     of    notes    out- 
standing, suggested,  Inchcajae  -        - 10,859 
would  be  Possible  without  inconvenience,  Bhu- 
pendra  Nath  Mifra  -        -        -  4631-5 

Preferable  to  loans  to  banks  from  paper 
currency  reserve,  or  from  balances,  Bhu- 
pendra  Nath  Mitra  ■  '4354-7,  4583-5, 

4636-8,  4830-1 
Suggested,   and  maximum  should  be  fixed, 
McBobert         -  ■  3988-90 

Proportion  of  minimum  circulation  suggested, 
Le  Marahant        ....  7674-8 

Proportion  of  one-third  of  gross  average  circula- 
tion suggested,  Smith  -  -  8503 
Proportion  of  total,  advocated  instead  of  fixed 
sum,  and  suggestion,  Webb,  6085-91 ;  Smith, 
8502-6,  p.  617  ;  Meston,  9102-5,  9433-4. 
Proportion,  NewmMrch    -        -  1645-9,  p.  248-9 
from  20  per  cent,  to  30  per  cent,  of  gross  circula- 
tion suggested ;  20  per  cent,  to  be  invested 
permanently  in  Government  securities,  10  per 
cent,    to   be  used    for    temporary   advances, 
Schuster      -                 -                  -    11,065-71 
no  Further  portion  should  be  invested,  Pandya 

p.  641 
Investment    of    part  in    shape    of    advances   on 
oommereial    paper,    objection     to     suggestion, 
Schuster         -  -         -       11,223-5 

Investments  should  be  liquefied,  Dalai       p.  681-2 
Lending  from,  see  that  title  below. 
Regulations  desirable,  and  suggestion,  JBo8s 

3669-82 

Securities,  should  be  invested  in  mpee  securities, 

not  sterling,  Webb  6235-41 

FOEM: 

Hard  cash,  decrease  suggested,  Harrison  10,314 

40  per  cent  in  rupee,  20  per  cent,  in  gold,  30  per 

cent,  in  permanent  securities,  and  10  per  cent. 

in  temporary  investments,  suggestion,  Meston 

9104-5 

no   Portion   should  be  invested  till  people  more 

advanced,  Bal-al  11,272-4 

Gold  poetion  : 
Accumulation : 

Impossibility  of  preventing,  Barrow         •     3077 

not  Objected  to,  and  cannot  be  prevented  as  long 

as  15  rupees  given  for  a  sovereign,  McBobert 

4248,  p.  549 
as  Result  of  limiting  Council  bills   to  certain 
extent,  Howard   -  8356-7 

Amount : 

1901-2  to  1912-3,  Abrahams    -        ■  p.  85 

CoiTCspondence  between  Secretary  of  State  and 

Government  of  India,  1904  and  1905,  Abrahams 

p.  132-5,  p.  257,  p.  284-6 

in  Excess  of  amount  needed  to  encash  notes, 

and  use  of,  in  strengthening   gold  standard 

reserve  and  reproductive  purposes  advocated, 

Hamilton    -        -  2306-12,  p.  528-9 

Increase  anticipated  with  gold  cun-ency  increased, 

Webb    -        -  -        6300-1 

Policy  re,  Newmarch        -        1377,  1679,  p.  247 

at  Present,  Chwrdlal  -         -  p.  763 

Regulation  of,   with   view   to  amount  in    gold 

standard    reserve    would    be    advantageous, 

Abrahams   -  ...     1057 

12  millions  in  hand  being   difference   between 

gold  written  at  15  and  at  22  rupees  to  the 

sovereign,  Hamilton  2306-8,  2331-6,  2429-30, 

p.  521 
Despatch  from  Secretary  of  State,  20th  July  1906, 
re  decrease  of  gold  in  England  suggested  by 
Government  of  India,  Abrahams  "-  p.  143-4 
no  Distinction  in  use  of,  and  of  gold  standard 
reserve  in  London  with  reference  to  support  of 
exchange,  Abrahams  ...     762-3 

source  of  Elasticity,  Newmarch    1587,  p.  223,  p.  224 
Excess   over  7,000,000?.,  use  of,  for  purchase  of 
silver  proposed  by  Government  of  India,  Abra- 
hams       ...        -     1900,  p.  110,  p.  112 

I  2 
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UdVAr.   COMMISSION   ON    INDIW    FINANCE   AND   CURRENCY  : 


Paper  Currency  Reserve — confimied. 
Gold  poetion — continvbed. 

if  Exchange  weakens,  stei'ling  bills  should  be  made 

available,    instead    of    gold    being  given    out. 

Hunter  ...  .         .  p.  593 

History  of,  Newmarch  -       1651-2,  p.  240 

Holding   of    in   India,   advocated,    and    I'easona, 

Pandya  ■  -  p.  641-2 

Holding  of,  in  India  and  London,  no  established 

proportion,  Newmarch  1679 

in  India : 

Amount,  11  to  16  millions  suggested,  Howard 

p.  589 

Correspondence  between  Government  of  India 

and  Secreta.iy  of  State  re,  1909-10,  Abrahams 

p.  184-5,  p.  186 

Desirable,  Howard  -  ■         -  P-  588 

Main   function   of,   to   supply   gold  to   public, 

Bhupendra  Nath  Mitra         -  4690 

in  London : 

Advantages,  Schuster  ■  11,208-10 

Amount : 

5  naillions  suggested,  Howard       -         -  p.  588 
Whole  amount,  practically,  advocated,  Hunter 

p.  592-3 
Approved,   Toomey  and  Fraser,  2600,   2668-74 

p.  536  ;  Barrow,  3066  ;  Smith,  p.  617. 
Consideration  of,  by  people  in  London  as  source 
of  relief  in  case  of  crisis,  reply  to  suggestion, 
Newmarch  -     1685 

Correspondence  between  Secretaiy  of  State  and 
Government  of  India,  1905,  Ahrahams,)!.  132-5 ; 
Neivmarch,  p.  284-8. 
could  not  be  Coiuited  on,  for  support  of  exchange, 
in  crisis,  Meston  9232-3,  9426-31 

Earmarking  of,  at  Bank  of  England,  explanation 
of  process,  and  charge,  Newmarch         1680-4 
History  of,  Newmarch  1653-72,  p.  241-2 

Justification,  Howard  -         -        p.  587-8 

Letter  from  Lidia  to  Bank  of  England  Office, 
28th  July  1905,  Abrahams  -  -  p.  136 

Moderate  amount  only,  should  be  kept  in 
London,  Meston  -  -  9427-31 

Note  by  Deputy  Accountant  General  of  India 
Office  re  advisability  of  announcing  that  ship- 
ments will  not  be  available  for  loans     p.  136, 

p.  288 
Objection  to,  Webb  6076-84,  6094-5 

Policy  re,  letter  from  Government  of  India, 
21st  February  1907,  Abrahams  p.  152-4 

only  Reason  for  asking  for  holding  of,  in  India 
instead,  would  be  want  of  confidence.   New- 
march  -  1784-96 
Reasons  for,  Meston                   -         -         9424-5 
Transfer  to  India,  advocated,  Balal  -  p.  682 
would  be  Unnecessary  with  properly  constituted 
gold  standard  reserve,  and  holding  in  India 
would  be  preferable,  Ross   3663-8,  3699,  3797, 
3799-804,  3843-53,  p.  546 
Use   of,   as    supplementary   to    gold    standard 
reserve  for  support  of  exchange,  Newmarch 

1668-72 
Value  of,  for  purchase  of  silver,  &c.  to  s\ipport 
exchange,  Newmarch  p.  228-4 

Pui-pose  of,  different  from  that  of  gold  standai'd 
resei-ve,  Abrahams  951 

Release  of  two  crores  from,  for  investment,  sug- 
gested by  Upper  India  Chamber  of  Commerce, 
May  1904  -  -  P-  265 

Transfer  to  Gold  Standard  Reserve  in  exchange 

for  silver,  see  under  Gold  Standard  Reserve. 

Transfers  from,  as  possible  supplement  to  proceeds 

from     council     bills     and    transfers,    method, 

Abrahams  -  p.  H 

Ti-ansfer  to,  from   Bank  of   England,   telegrams 

between  Secretary  of  State  and  Viceroy,  1905, 

Abrahams  -         -       p.  136-7 

would  ■  be   Treated  as  subsidiary  resei-ve  to  gold 

standard  reserve.  Newmarch    -  1384-91 

Use  of,  for  development  of  railways  and  irrigation, 

scheme,  Hamilton  2306-12,  2326-66,  p.  529 

Use   of,   for  purchase  of  silver,  see  under  Silver, 

p\irchase  of,  for  coinage. 

Gold    reserve,     opinion    of    Chaii-man    of    Punjab 

Chamber  of  Commerce  re,  1910  -         .  p.  712 


Paper  Currency  Reserve— continued. 

Gold  reserve,  building  up  of,  suggestion  by  Punjab 

Chamber  of  Commerce,  1909      -  p.  710-2 

Governed  by  statute,  Abrahams  -        -      700 

mstoYj,  Newmarch  -        -    1638-44,  p.  239 

in  India,  history  of,  Newmarch        ■  -  p.  244 

India  Office  balances  not  affected  by,  Abrahams  109 
Ingot  reserve,  history  of,  Newmarch  1686-7,  p.  244 
Intermingling  of,   with    gold    standard  resei"ve    at 

option  of  India  Office  complained  of,  Webb    p.  559 
Kept  sepai-ate  from  cash  balances,  Bhupendra  Nath 

Mitra         -  ....  4827-9 

Lending  peom  : 

would  be  Advantageous,  but  would  not  have  same 

effect  as  State  bank.  Hunter  6364,  6541-4 

possible  Advantage,  Howard  -  p.  690 

Advocated  and  approved,  Webb,  6092-3,  6141-54, 

6242-8,    6286-7;    Le   Marchant,    7673;  Smith, 

8499-501,   8507;    Currie,     10.534-9,    10,591-2, 

-      p.  669. 

not  Advocated,  Chunilal  -         -  p.  768 

Approved,  on  security,  and  question  as  to  nature 

of    seciu-ities.     Boss,    3669,     3672-3,    3773-6; 

Hunter,  6461-4,  6637-9,  6657-61. 

for  about  Half  a  year,  suggested,  Currie  10,593-5, 

10,642-4 
Loans  would  be    most   required    by   trade  when 
reserve  most  able  to  give.  Hunter  6417-30 

Objection  of  Sir  Clinton  Dawkins  to,  Howard 

8194-5,  p.  590 
possible  Objection,  Citn  le  -         -       10,645-8 

Objections  of  Government  of  India  to,  Meston  9067 
Proposal  of  Bank  of  Bengal  re,  Abrahams  -  p.  4 
Proposal  not  favoured,  Cole  3445-9 

Question  of.  and  no  serious  objection  to  personally, 
Meston   -  9068-71,  9104,  9218-9 

Question  whether  demand  for,  would  coincide  or 
not  with  period  of  gi-eatest  demand  for  encash- 
ment of  notes,  Howard  -  8196-9 
Risk  of  depleting  coin  resei-ves  remote,  Abrahams 

444-7 
Suggested,  Abrahams  88, 159,  214-6, 361-2,  436-48. 

p.  14-5,  p.  18 
as     Tempoi-aiy     investment,     schemes,     Barrow, 
3055-65,  3080,  3124-50,  3154-7,  3179-92,  3196 
-200,  3268-70,  3325-7  ;  Hmvard,  8187-93. 

Location  : 

Approved,  Barrow  ....     3076 

in  India,  advocated  and  reasons,   Webb,  6096-103, 

p.  563,  p.   569;    Svndnra   Iyer,  p.  629;  Dalai, 

11,275-7,  p.  671. 

Partly  in  London  and  partly  in  India,  approved, 

Hamilton  .  p.  527 

of  Portion  in  London  : 

not  Approved,  Thaclcersey,  p.  720 :  ChHnilal,-p.'i<>'i, 

p.  767. 
Desirable,  Boss  .     3798 

Desii-aljle  as  resource  against  fall  in  exchange, 
Newmarch  ...  .     1361 

Objection   to,    and   criticism   of   ai-guments   in 
favour  of,  Webb  -       p.  561-3 

Objects  of,  Abrahams  698-9 

Paper  Currency  Act  not  in  theory  applicable  to, 
portion,  Abrahams  ■         -         .  904-5 

Temporary  additions  to,  by  adding  sterling  se-* 
curities  or  allocating  to,  deposits  at  Bank  of 
England  or  loans  granted  to  first-class  bor- 
rowers against  British  or  Indian  Government 
securities,  disadvantages,  Abrahams  p.  95 

with  View  to  supporting  exchange  : 

Criticism,  Webb  ■  -         .        -p.  563 

Question  as  to  possibility  of  misunderstanding 

in  India,  Abrahams  906-7 

Whole  amount  of  metallic  reserves  except  10  per 

cent,  of  total  note  issue  should  be  in  India  in 

i-upees  and  sovereigns,  Sassoon  David      -  p.  716 

Management,  fuller  infoi-mation  to  public  desir-able, 

Abrahams  .....       907 

Metallic,  amounts,  186^-3  to  1889-00     -         -  p.  262 

Origin,   distinction  from  origin  of    gold  standard. 

reserve,  Abrahams       ....  756-61 

Original  purpose  of,  and  present  use  for  maintenance 

of  exchange        - p.  117 
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Paper  Currency  'Reserve— continued. 

Primary  and  essential  function  of  -         -         -  p.  256 

Returns,   more  interest  taken  in,   dm-ing.  last  five 

years,  Chunilail p_  755 

Run  on  : 

not  very  Likely,  Newmarch          -  1424,  1817 

might  Occur,  Barrow          -        -  .          3164-6 

Rupees  and  silver  bullion  in,  1900-9  -  p.  190 

SbCUKITIES  : 

Amounts,  1862-3  to  1889-93      -  -  p.  262 

Criticism  by  Lord  Ourzon  of  Sir  Edward  Law's 

proposal  Q900),  Abrahams       •        -       p.  122-3 

Decrease  of  investment,  and  loss  to  India  from. 

Hamilton       .         .         .         .        p,  521,  p.  527 

Distinction  between  investment  of  gold  standard 

reserve  and,  Barrow        •         •         -  3080-1 

Elasticity  lacking  and  amendment  of  Act  needed. 

Hunter   ■  •  -  -  p.  593 

Fluctuations,  Newmarch  -        -        -  p.  24 

Government  3*  per  cent,  rupee  paper  until  rupee 

investment  reaches   Rs.   15    crores   suggested, 

Howard  ■  ■        8402-5,  p.  590 

History  and  particulars  re,  from  1863,  Newmarch 

1673-8,  p.  239-40 
Increase : 

1904  and  1911,  coiTespondence  between  Govern- 
ment of  India  and  Secretary  of  State, 
Newmarch  •         ■        P-  255-83 

Letters  from  Bank  of  Bengal,  March  1904, 
Newma/rch  -  p.  267,  p.  277 

Letters  from  Bank  of  Bombay,  1904,  Newmarch 

p.  271-4,  p.  277-8 

Letters  from  Bank  of  Madras  approving,   and 

advocating  rupee  paper,  Newmarch        p.  265, 

p.  281 

Letters  from   Bengal  Chamber  of   Commerce, 

1904  and   1908,   approvmg,   and   advocating 

sterling  securities,  Newmarch  p.  271,  p.  281-2 

Letters  from  Bombay  Chamber  of  Commerce  re, 

1904  and  1908,  Newmarch-^.  265-6,  p.  279-80 

Letter  from  Karachi  Chamber   of    Commerce, 

1904  and  1908,  re       -        -      p.  270-1,  p.  281 

Letter    from    Madras    Chamber   of    Commerce 

approving,    and  advocating  rupee   securities, 

Newmarch  -  -  -         -  P-  270 

Letters  from  Rangoon  Chamber  of  Commerce 

re,  1904  and  1908,  Newmarch      p.  266,  p.  280 

Letters  from  Upper  India  Chamber  re,  Newmarch 

p.  265,  p.  283 

Question  of   (letter  of    Government  of  India. 

1900),  Abrahams        -  p.  110,  114 

Suggested,  Forrest .        .        -  -  p.  698 

to  20  crores  in  near  future  suggested,  Howard 

p.  589-90 
Interest  on  investment,  addition  of,  to  gold  stan- 
dard reserve,  proposal  by  Government  of  India, 
and  opinion  re     -  -  p.  119>  P-  122 

further     Investment      immediately     practicable, 
Newmarch      -  -         -  181^-4 

Investment  in  rupee  securities  or  sterling  short- 
dated  securities  preferable,  Newmarch  1815 
future  Investments   in  sterling  securities  advo- 
cated, Thaclcersey            -         -                .  -  P-  720 
Issue     direct    to     paper     currency    department 
suggested,  Howard          -         -        -         -  P-  odO 
Letter  of  Madras  Chamber  of  Commerce,  December 
1908,  suggesting  investment  of  fixed  proportion 
of  notes  in  circulation,   and  obligatory  sale  of 
securities  if  and  when  metallic  resei-ve  touches 
certain  point,  Newmarch                  -       p.  282-3 
Opinion  of  Secretary  of  State  re  proposals,  1900 

'■  P- 127-8 

Power  to  invest  certain  percentage  of  circulation 

instead  of  fixed  sum  advocated,  Barrow  3055-7, 

3139 
Proportion,  method  of  regulating,  Neivmarch  1811 
large  Realisation  on  Indian  market  would  seriously 
depress  pxice,  Newmarch         •  1739 

Receipts  from,  Newmarch  -  -  1733-5 

Releasibility  question,  Newmarch        ■        1739-43 
Remittances  to  England  for,  dispatch  of  Secretary 
nf  State   7th  April  1905  re  form  of,  Abrahams 

,    p.  132-3 


Paper  Currency  Reserve — continued. 
SECtTBiTiES — contimied. 
Rupee  securities  : 
might  be  Increased,  Newmarch        -  1810,  1816, 

IS  18 

Preferred,  Howard  -         ■        -        -  p.  590 

Proposals  of  Government  of  India,  28th  April 

1904,  Abrahams  -        -        -       p.  180-2 

Statement  showing  gain  or  loss  in,  1900-1  to 

1903-4 p.  132 

Sale  of,  and  application  of  to  gold  standard  resei-ve 
not  considered  practicable,  Newmarch     -     1427 
Sterling : 

Advantages,  letter  of    Government  of    India, 

18th  August  1904,  Newmarch      -        -  p.  256 

no  further  Increase    considered    necessaiy  at 

present,  Newmarch      -  1810,  1816 

Introduction  of,  1905,  and  reason,  Newmarch 

1673-6 

Limitation,  Newmarch    -  •  1677-8 

Reasons   of    Government  of   India,   1904,   for 

increasing,  Newmarch  1808-9 

Sale  and  transfer  of  gold  to  India  advocated, 

Chunilal  -        -  -p.  767-8 

in   Sterling   securities   and  British    Government 

funds,  proposal  by  Sir  E.  Law  p.  119-20, 

p.  124-5,  p.  125-6 

Suggestions,  Webb     -        -  -        -  P-  563 

Tempoi-ary,     investments     in    London,    scheme, 

BarrwK  -         3080, 3179-86,  3198-201 

Silver  poe.tion  : 

Amounts : 

1862-3  to  1889-90  -        -  -         -  p.  262 

1894-5  to  1912-3,  Newmarch  -        ■         -  p.  254 

Con-espondence  between  Government  of  India 

and  Secretary  of  State  re,  Abrahams,  p.  133-5, 

p.  141,  p.  177-8,  p.  183,  p.  18.5-6,  p.  196-9; 

Newmarch,  p.  257,  284-5,  p.  286. 

Decrease  of,  and  suggestions  for  str'engthening 

stock,  letter  from  Govei-nment  of  India,  26th 

April  1906,  Abrahams  -  ■     p.  137-41 

Fluctuations,  Newmarch  p.  243,  p.  245 

Memoi-andum  enclosed  in  despatch  of  Secretary 

of  State  re,  1910,  Abrahams  -      p.  188-94 

Opinion  of  Sir  E.  Law  re,  Abrahams         -  p.  120 

Policy  re,  Newmarch       -  p.  245-6 

Policy  approved,  Howard   •         -         -         -  p.  587 

Policy  of  Government  of  India  re  amount,  Mestou 

9099 

Policy  re,  letter  of   Government   of   India,  29th 

Febi-uary  1912,  Abrahams         -  p.  198-9 

Sufficient  must  be  kept  in  hand  for  encashment  of 

notes,  and  rest  lent  out  at  interest  to  Treasury 

balance  department,  Hamilton       2526,  5388-91, 

p.  519,  p.  527 

Two-thirds  in  silver  i-upees  and  bullion  suggested. 

Sundara  Iyer  -         -         -         -  -  p.  629 

weekly  Statement  showing  note  circulation,  reserve 

held  in  rupees  and  sovereigns  and  Indian  secmities 

all  held  in  India  advocated,  Chunilal  -         -  p.  767 

System  approved,  McBobert  -  -  p.  549 

System  approved  but  simplification  suggested,  ffowartZ 

p.  586 
Transfer  to,  of  all  rupees  held  in  Gold  Standard 
Reserve  against  corresponding  transfer  of  sove- 
reigns, see  under  Gold  Standard  Reserve. 
Transfer  of  balances  between  treasuries  and, 
.  Bhupendra  Nath  Mitra  4321,  4329-32,  4446-50 
Transfer  of  proceeds   of  sale   of  bills  to,  system, 

Abrahams 994-8 

Use  of,  for  other  purposes  than  redemption  of  notes, 

Abrahams  -         -  ^  -  901-3 

Use  of  as  supplementary  to  support  exchange,  no 

objection  to  if  primary  object  of,  secured,  Hoivard 

p.  588 

Persia,  trade  with,  1888-9  to  1907-8,  Newmarch  p.  292 

Post     Office     transactions,      statistics,    1900-1    and 

1910-11,  Howard  -         -  -        -        -  p.  583 

Premchund  Roychund,  reference  -  ll.o62 

Presidency  Banks: 

see  also  Bengal,  Bombay,  and  Madras. 

Access  to  London  money  market  : 

see  also  Relaxation  ^mder  Restrictions  helow. 
Absence  of,  not  at  present  a  serious  defect,  Howard 

8178,  8316-7 
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Presidency  Banks — eo» tinned. 
Access  to  London  money  market — conthmed. 
Advocated,  but  not  dealing  in  exchange,  Svnter 

6527-9,  6680 

Advocated,  Thackersey,  p.  719 ;  Chunilal,  p.  764. 

Letter    of    Madras    Chamber    of    Commerce  re, 

Febiniary  1900,  Ahralmms        •  p.  416-7 

not  Necessary,  and  public  opinion  would  be  against, 

Smith  -  -  8509-11 

Objection  to,  McBohert       -  -  3996,  p.  548 

Question  of,  Harrison  -         -         - 10,333 

Speech  of  Mr.  E.  N.  Baker,   C.S.I.,  in  1907,  re, 

Toomey  and  Fraser  -  -     p.  538-40 

Si^gestion,  'Hunter  6415-6,  6928-34 

Unnecessary,  DttJiftar-  -       8109-10,8121 

might  be  Useful,  Howard   -         -     8178-83,  p.  581 

Advances  to  Europeans  and  Indians,  Hunter  -  p.  722 

Advantages  received  by,  as  remuneration  for  work 

done  for  Government,  and  status  of,  AbraJuims 

188-94 
Agreements  with,  Abrahams  -  38,  p.  2 

Agkeements  : 

Correspondence  between  Government  of  India  and 

Secretary  of  State  re  modification  of,  1874-5, 

Abrahams  p.  30-5 

Question  as  to  importance  of,  Abrahams         125-8 

Amalgamation,  see  tinder  Central  or  State  Bank. 

Amount  of  public  deposits  and  cash  balances  at 
head  offices  of,  during  first  13  weeks  of  1898, 
Abrahams  -         -  -  p.  57 

Amount  of  public  deposits  and  cash  balances  at,  and 
at  branches  during  first  13  weeks  of  1898  (West- 
land),  Abrahams  -  -         •         -    p,  58 

Antagonism  between  exchange  banks  and,  Harrison 

10,333 

Audit,  criticism  and  suggestions,  Pandya      p.  648-9 

Board,  representation  of  exchange  banks  and  Govern- 
ment on  (if  banks  enlarged),  suggested,  Hamilton 

p.  526,  p.  528 

Bon-owing,  no  resort  outside  India,  according  to,  strict 
letter  of  charter,  but  possible,  Bunbar    8094,  8103 

Branches  : 

Closing  of  reserve  ti'easui'ies  and  transfer  of 
balances  to,  would  be  advantageous.  Hunter 

6377 
Currency  chest   usually  taken  over  by  Bank   of 
Bengal  but  not  by  Bank  of  Bombay,  Bhwpend/ra 
NathMitra  ....        4726-31 

Difficulty  of  starting,  without  Government  assis- 
tance, but  started  by  Bank  of  Madras  without 
sub-agencies,  Bhupend/ra  Nath  Mitra      4559-62 
Diopped  in  a  few  cases  as  not  pajring,  Barrow   3300 
Government  guarantee : 

no  Inducement  except  for  first  five  years,  and 

then  uiu-emunei-ative.  Hunter  6378-86 

Working  of,  Bhupendra  Nath  Mitra       4316-25, 

4335-8,  4499-503 
Holding  of  currency  chests,  system.  Hunter 

6644-55 
Increase  advocated,  Bahxl  -       11,376,  p.  676 

Multiplication  of,  would  not  enable  working  with 
lower  balances,  Bhupendra  Nath  Mitra         4334 
Number,  Gauntlett     -  -  -  p.  730 

Opened  wherever  possible,  and  minimum  balances 
given  in  certain  cases  by  Government,  and  ques- 
tion of  extending  system,  Barrow  3175-8, 

3301-9 

People  should  be  permitted   to  draw  and    sign 

cheques  in  vernacular,  Dalai  .  p.  676 

Question  of,  in  place  of  reserve  treasuries,  MeRobert 

4102-5 

Transfers   between   currency  chests  and,  system, 

Bhupendra  Nath  Mitra  -  4732—40 

Business  efficiently  done,  Smith     -  8765 

Business  with  natives,  question  as  to  extent,  Abrahams 

163-4 
Capital     could    be     increased;     Incheape,      10,862 

10,975-6  ;  Forrest,  p.  699. 

Capital,  enlargement,  letter  from  Bank  of  Bengal  re, 

1899,  Abrahams  -         -         -         .  p.  365-79 

Capital  and  reserves,  31st  March   1912  and  1913, 

Abraliams  ...  .  p_  349 

Capital  and  reserve  and  private  deposits,  1898  and 

1913,  Hunter      -        -         -  6540-4,  p.  594 


Presidency  Banks — ccntinued. 
no  Change  in  legal  conditions  of  working  advocated. 

Smith         -  ■         ■         ■     .      ^^^^'  P-  ^1-^ 

Competition    of  exchange    banks   with,   to  certain 

extent,  Toomey  and  Fraser  -  2654-8,  2970-2 

Deposits  : 

1901,  1910,  Smith  -         -        -  p.  614 

Government : 

1888-98  -  -         -  p.  52 

1910-11,   1911-12,   1912-13,   Bhupend/i-a    Nuth 

Mitra  -  -  p.  727 

Amount  of,  and  policy  re,  (Westland)  p.  58-60 ; 

Meston,  9295-7. 

Average  amount  a^eed  to,  and  payments   p.  32 

Average,  or   in  District  Ti-easiuies   (excluding 

Reserve  Treasuries)  on  last  day  of  each  month, 

1878-82  to  1893-98  -  p.  63 

as  Compensation  for  withdrawal  of  note  reseir^es 

claim  recognised  as  reasonable,  though   not 

legal,  Abrahams  -         -    189,  366-9 

Continuance    of     system    advocated,     Sassomi 

David  -  -  -  p.  715 

in  Excess  of  fixed  minimum,  Newmareh,  1831—4 ; 

Bhupend/ra  Nath  Mitra,   4358-9  ;    Harrison, 

10,183-6. 

History  of,  Abrahmns      -  -  33-46 

Increase  of  amounts  on  flotation  of  loan  and  in 

special  eases,  Abrahams        -         .   370-3,  p.  2 

Increase : 

see  also  Loans  to  below. 

Objection    to,   under  present  arrangements, 

Pandya  ...  .        9786-92 

Possible    and    desirable,    not    large    amoimt 

would  reasonably  be  required,  Meston  9230-1 

Suggested,  Harrison  -  -10,186-9,  10,199 

March,  1912,  Abrahams  -  -  p.  349 

Percentages  of,  to  capital  and  resei-ve  and  to  cash,  . 

1910,  1911,  1912,  Abrahams     88, 223, 449,  p.  5 

Retention  of,  above  certain  sum  on  payment  of 

interest   possible,   but  no   case   of   charging 

interest  known,  Bhupendra  Nath  Mitra  4588-93 

no  Specific  security,  Abrahams  128-9 

Statistics,  Abraliams  38,  p.  1-2 

Surplus    transferred    to  reserve  ti-easury  when 

above  certain  amoimt,  Bhupendra  Nath  Mitra 

4360-4 

Telegram  from  Viceroy  to  Secretaiy  of  State, 

22nd  January  1913,  Abrahams      -  p.  66 

Withdrawal,     question     as    to    possibility    of 

difficulty,  Bhupendra  Nath  Mitra  4366-7, 4587 

Withdrawals,  Abrahams  -  p  54 

Growth,  1870, 1890. 1910,  Howard      -        -  p.  381 

Manipulation  of,  to  create  stringency,  denial 

p.  54-5,  p.  41,  p.  47 

Proportion    of     Government     balances    to    total 

balances,    and     comparison    with    position    in 

England,  Abrahams        -  .  p.  53_4 

Rate  paid  on.  Hunter  r         -         -  6891-5 

Same  rate  given  at  up-country  bi-anches,  Smith 

8671-80 
Directors,  total  amoimt  of  liabilities  should  be  shown 
in  balance  sheet,  Pandya    -         -  .p.  649 

Di-aits  on  London  sold  by  McEoberl      -         4260-1 
Di-afts  on  London  sold  to,  by  exchange  banks,  rates 
usually  as  good  as  those  got  from  exchange  banks 
direct,  and  preference  would  be  given  to  Presidency 
banks,  JifciJobert  .  .  4255-9 

Effect   on,    of   establishment   of  reserve  treasuries, 
Abraliams  -  -         .  .         .     45_6 

Enlargement  of  powers,  see  Relaxation  vmder  Restric- 
tions below. 
Equal  to  relieving  all  probable  difficulties  in  crisis, 
with    loans- fi-om   Government    and    State   bank 
would  not  be  in  stronger  position,  McBobert 

T,      ^,.  4125-32 

Establishment  of  another  bank  on  lines  of,  would  be 

possible,  Forrest  -  -        •  V-  699 

Facilitation  of  transactions  among  themselves  during 

busy  season,  suggestion,  Pwnd/ya        -  p.  653 

can  Fulfil  obligations  under  existing  cinimstances 

and  agreements,  Abrahams  .  125-6 

Government  assistance  in  case  of  crisis,  question  of 

Meston       --....  9192-3 

Government  has  no  relations  with   other  bank   as 

general  rule,  Abrahams       -         -         .         .     4i_2 


INDES:. 


71 


Presidency  Banka— continued. 

Goverament  partnership  scheme,  Hcm-rison  10,189-92, 

10  332 

Government  work,  expense  of,  Bunhar  -  7922-4 

India^ns  not  accepted  for  the  higher  appointments, 

(fi.g.,  charge  of  branch  offices),  Pcmdya  -  p.  652 
Letter  from  Government  of  India,  A-piii  1904    re 

proposed    mcrease    of    paper    cuiTency    reserve 

Newmarch  ....  „   258-9* 

Linking   up  of,   with   Co-operative   Credit    system 

advocated,  Mcmdlton    -  .         p.  526 

Loans  to: 

see  tdso  Irending  from  under  Papei-  Currency 
Eeserve. 

MvisaHIity,  question  of,  Abrahams         48-9,  p.  3 

A;dvocated,  Webb,  5086-91,  p.  554  ;  Beid,  7280-5 ; 
Le  MarcTmnt,  7669-71  ;  Incheape,  10,862, 
10,963-6  ;  Forrest,  p.  698. 

Advocated,  without  security  or  interest,  Hunter 

6368-76 

Amount,  question  of,  Le  Marchant      -  7693 

Assistance  to  trade  from  an  elastic  paper  cuiTency 
reserve  preferable  to,  BJinpendra  Nath  Mitra 

4354-7,5483-5 

Attitude  of  Govei-nment  re,  in  1899,  Bhwpendra 
Nath  Mitra  -         -  -        4579-82 

at  Bank  rate,  policy  re,  and  effect  ©f ,  Abrahams 

47-9,  374-7,  p.  2 

below  Bank  rate : 

Advocated,    Toomey  and  JVaser,  2567-81,  2621,. 
2950-4,    p.    537;    Wvwpendra    Nath    Mitra, 
4349-50  ;   McLeod,  7250-5  ;   Forrest,  p.  698  ; 
Vhackersey,  p.  718 ;  Chunilal,  p.  769. 
Question  of,  Abraliams    •  499-502 

!Report  of  finance  sub-committee  to  Bengal 
'Chamber  of  Commerce  in  favour  of ,  Becenaiber 
1898,  Abrahams  -         -         -         -  p.  51-2 

Banks  would  be  assisted,  but  not  Indians  at 
large,  Sundara  Iyer         -         -         -         8963-75 

Banks  would  be  able  to  hold  larger  amount  of 
Government  securities,  McLeod  -     7253-5 

Banks  could  take  bills  of  merchants,  and  those 
bills  witTi  their  endorsements  would  be  reason- 
able security,  Le  Marchant  -         -     7672 

on  Bills  advocated,  Ohtmildl  -  p.  769 

all  Classes  would  be  reached  l)y,  Beed  9922-7 

Conditions  attached  to,  Abrahams  379-86 

•Oowespoudence  between  Bombay  Chamber  of 
Commerce  and  Government  of  India  ire,  18S8-9, 
Abrahams  -         -         -         ■       P-  36,  41 

Correspondence  between  Government  of  India -and 
■Secretary  Of  State,  1904,  Abrahams  -  p.  442 

Demand,  question  as  to  extent,  Taomey  and  Wraser, 
2621 ;  BhwpendA-a  Nath  Mitra,  4SB6 ;  Howard, 
m.11 ;  Beed,  9939. 

no  general  Demand  received,  'teslegrami  from 
"Viceroy  to  Secretary  of  State,  22nd  January 
191Z,  Abrahams  -         -        -        -    p.  66 

no  Demand  i-eceritly,  possibly  owing  to  loans  ^eing 
only  at  bank  rate,  Howard       -        ■       €169-70 

Despatch  from  Lord  George  Hamilton  to  Gov- 
ernor-^ General  of  India  in  Cotmcil,  4th  May 
■1899,  objecting 'to  proposal,  Abrahams     p.  62-4 

Diificulty  of  question,  Abrahams  -       181 

Diaeid\a,nia,ges,  Abrahams,  '353-60,  428-35,  p.  3-4 

possible  Effect  on  sale  of  Council  bills,  Bhu- 
penAraNath  Mitra    -     4341-5,4376-7,4568-78 

Experience  of  1875  not  considered  conclusive,  and 
matter  probably  considered  from  time  to  time  by 
Government,  Abrahams  -        -        -  420-3 

Experiment  considered  worth  tiding,  Bhupendra 
Nath  Mitra    -  -         -     ^344 

Facility  not  availed  of,  by  banks,  Pandya  -,p..644 

Increase  of  facilities,  advantages,  Abrahams  p.  3-4 

Interest,  question  of  decreasing  rate  asked  to 
1  per  cent,  below  bank  i-ate,  Abrahams      208-13 

Letter  from  ^Bengal  Government  re,  March  1900, 
Abrahams       -         -  V-  ^23-4 

Letter  from  Government  of  India  to  Secretary  oi 
State,  proposing,  Sept.  1913    -         -       p.  701-5 

■Letter'  of  Madi-as  Chamber  of  Commerce  approv- 
ing, JPebniary  1900,  Abrahmm        -         ■  p-  416 


Presidency  Banks — continued. 
Loans  to — continued. 

Letter  from  Rangoon  Chamber  of  Commerce, 
March  1900,  approving,  Abrahams  -  p.  424 

Money  may  be  locked  up  for  which  sudden  and 
unforeseen  demand  may  ai-ise,  Bhupendra  Nath 
Mitra         -  4341,4563-7 

not  much  Money  available,  Sundara  Iyer      p.  632 

Needed  between  January  and  April,  Bhupendra 
Nath  Mitra    -  -  4346 

no  Objection  to,  but  demand  would  probably  be 
vei-y  small,  Howard         -  ■        -  P-  579 

Opinion  of  Government  of  India  re,  Abrahams 

90-5,  p.  3-5 

as  Payment  for  services,  suggested,  Howard 

8176-7 

Possibility  of,  at  present,  but  no  demand  for 
last  5  or  6  years,  and  question  of  reason, 
Abrahams,  208,  378-9 ;  Bhupendra  Nath  Mitra, 
4348-9. 

would  be  Preferable  to  loans  to  firms  or  institu- 
tions, and  effect  on  money  market  would  be 
greater,  Abrahams  -  -         -  453-63 

Proceedings  of  interview,  11  Januaiy  1899, 
between  deputation  from  Bengal  Chamber  of 
Commerce  and  the  Hon.  Sir  J.  Westland  re, 
Abraliams        -  -  p.  58-62 

Proposal  of  Secretary  of  State  to  make,  at  1  per 
cent,  below  bank  rate,  Schuster        -       11,161-9 

should  be  agalinst  Security  and  only  at  date  when 
very  high  bank  rate,  and  when  no  inconvenience 
would  be  caused  to  Government,  Schuster 

11,058,  11,137-41,  11,158,  11,190-4 

Question  of,  owing  to  change  in  cn-cumstances 
since  1874,  Abrahams      -  503-11 

at  Rate  offered  by  banks  for  short  term  fixed 
deposits  would  be  advantageous,  Hunter  6391-3 

Reason  for  Banks  not  taking,  Thackersey   -  p.  718 

Safety  of,  question  of,  and  consideration  neces- 
eai-y,  Abrahams    -  -  86-8,  217-9 

Securities : 

Banks  -could  provide  sufficient  security  to  meet 
all  they  would  require  to  bon-ow,  Fraser 

2843-5 

■Question  shoiild  be  maitter  of  negotiation  between 

Grovemraent  of  India  and  Presidency  Banks, 

Beed   ..--...     9917 

should  be  Required,  'Pam,d^ja,.p.  635-6  ;  Forrest 

p.  698. 

should  be  Taken,  and  question  as  to  nature  of, 

Shup&ndra  Nath  Mitra         -         4348,  4351-2 

on  Short  term  bills,  suggestion,  Thachersey-  p.  719 

■of   Three  millions  -sterfing  -flurLng   ensuing  'busy 

season,  proposed  by  Government  of  Lidia  as 

tentative  measure,  Meston  -  9065-6,  9168-70, 

9478 
Statistics,  &o.,  ^6nt/mms    -        -  102,  p.  2 

Telegram  to  -Viceroy,  Oct.  1913,  re  proposal 

p.  705-6 

Undue  dependence  of  trade  on  Government  money 

would  result,  Bhttpendra  Nath  Mitra  4341, 

4353-4 
Loans  by: 

Power  to  lend  on  any  foi'm  of  marketable  seciuity 
advocated,  McBobert         3995-6,  4J12-7,  p.  548 
Relaxation  of  restrictions,  advocated.  Hunter 

6681-2 
Secmities,  nature  of,  Bwnbar,  7973-8 ;  Smith, 
8707-10,  8714-9. 
*  Paper  currency  and  balances  could  pei-haps  be 
made  over  to,  separately,  and  without  amalgama- 
tion into  Central  Bank,  but  would  be  difficult, 
Burlhar  -  8118-20 

Position  of,  in  case  of  crisis,  question  of,  and  ques- 
tion of  advantage  of  amalgamation.  Smith  8720-8 
Power  of  dealing  in  foreign  exchanges,  con-espon- 
dence  between  Secretaiy  of  State  and  Government 
of  India,  1862-78,  objecting  to,  Abrahams  p.  514-7 
Relations  of  joint  stock  and  exchange  banks  with, 
and  question  as  to  strength  of  position  as  bankers' 
banks,  Toomey  and  Fraser,  2872-82,  2891,  2913-6  ; 
Hunter,  6633-4. 
Relations  between,  friendly,  Bwnbar  -     8117 

I  4 


T> 


HOVAL   COMMISSION    0.\    INDIAN    FINANCE    ANH   CURKENCY 


Presidency  '!^-aka— continued. 
Restrictions  : 

of  no  practical  Importauce  at  present,  Smith 

8509.  8711-3 
Nature  of,  Abraliams  -         -  184,  241,  242-0 

Note  on,  Abrahams  ■  p.  336-8 

Relaxation : 

Correspondence  between  Government  of  India 
and  Chambers  of  Commerce  re,  Abrahams 

p.  358,  p.  383-8,  p.  391-3,  p,  424 

Correspondence  between  Government  of  India 

and     Local     Governments     re,     1899-1906, 

Abrahams    -         -         -         -        p.  361,  p.  424 

CoiTespondence  between  Government  of  Lidia 

and  Presidency  Banks  re,  1905,  Abrahams 

p.  362-79,  p.  888-90,  p.  442-89,  p.  503-11 

Con-espondence  between  Government  of  India 

and  Secretaiy  of  State,  Abrahams  p.  899-407, 

p.  425,  p.  438-513 

Con-espondence     between     India     Office     and 

National  Bank  of  India,  Chartered  Bank  of 

India,  Australia,  and  China,  Hong  Kong,  and 

Shanghai  Banking  Coi-poiution  and  Mercantile 

Bank  of  India,  1904,  Abrahams      -      p.  491-8 

Extract      from     proceedings     of     Legislative 

Council,  January  1900,  AbraJiams  -      p.  394-9 

History  of  discussions,  &c.,  re,  Toom^y  andFraser 

2621,  2675,  p.  537 
Memorial  to  Government  of  India  re,  Abrahams 

•p.  382-3 
to  Pennit  dealing  in  sterling  exchange,  opposi- 
tion to,    by    exchange    banks,    Toomey   and 
Fraser  -  ■      2621,  2623,  p.  537 

Report  from  Accountant  General,  Bombay,  re, 
1899,  Abrahams  -         -         -         -       p.  418-9 
Report  of  Accountant  Geneial,  Madras,  Decem- 
ber 1899,  Abrahams  -         -  p.  421 
Resolution  of   Government   of    India,   August 
1878,  Abrahams  -         -                  .         .  p.  383 
Speech  of  Mi-.  E.   N.   Baker,   C.S.I.,  in  1907, 
Toomey  and  Fraser  -     p.  538-40 
-Speech   of    the    Hon.    Mr.   Dawkins   re,   1899, 
Abrahams                                        -     p.  358-61 
Summai-y  of  requests  prefen-ed  by  banks,  objec- 
tions  to   be   met,   and    replies    of    Bank   of 
Bengal  to    •         -         -                  -        p.  445-8 
Shareholders,    qualification    for    voting    should    be 
reduced  and  proxies  should  not  be  given,  Pandya 

p.  648 

Statement  showing  proportion  borne  by  rupees,  notes 

and  gold  to  total  cash  receipts  and  disbursements 

p.  724-6 

Total  transactions  at,  1912-13,  Gauntlett        ■  p.  731 

Weekly  percentages  of  cash  to  liabilities,  1900  p.  436 

Presidency  Banks  Act,  amendments  suggested,  Pandya 

p.  648-9,  p.  653 
Private  Trade: 

1896-1908  -    -  -    -    -  p.  181 

net  Balance  of  India's  foreign  trade  p.  234-6 

net  Exports    of    merchandise    and    ti-easure    from 

1st  April  to  31st  March,   1871-72  to   1912-13, 

Abrahams  ----..  p.  107 

from  1st  November   to   31st   October,    1892-93   to 

1911-12,  Abrahams     -         -  -  p.  108 

Provincial  Governments : 

Explanation  of  under-expenditure,  Meston       9033-4 

Grants    to,    and    system    of     showing    in    Annual 

Financial  Statement  of  Govei-nment  of  India,  and 

question  of  altering  foi-m  of  statement,  Abrahams,' 

57-69,    131-2;    Bhupendra  Nath  Mitra,  4431-7; 

Howard,  8143-8. 

Underspending  of  gi-ants,  taken  into  account  in  Ways 

and  Means  estimate,  Meston        -         -      9196-203 

Public  debt  of  India,  see  Debt. 

Public    Works    Department,   difficulty  of  estimating 

owing  to  lapse  of  grants  in,  Harrison  10,158-64 

Punjab,  notes  less  used  than  in  United  Provinces,  but 

gold  more,  McBobert       -  -  3973-4 

Punjab    Chamber    of     Commerce,    letter    to     Royal 

Commission,  Sept.  1913  -        -  p.  706-15 

Punjab  G^vei-nment,   letter  to,  from   Government  of 

India,  1899,  re  relaxing  restrictions  on  Presidency 

Banks,  Abrahams p,  351 


Railways : 

Application  of  profits  on  coinage  of  rupees  to,  see 

ivnder  Coinage  under  Rupees. 
Borrowing    for,     question    of    floating     in     India, 

Abrahams  -  ■  -  525-6 

Bi-anch-line  terms  given  to  companies   with  rupee 

capital  should  be  extended   to   sterling   capital, 

McLeod -     7114 

Capital  expendittjke  : 

1900-1  to  1910-11,  Pandya  ■  p.  654 

Continuity  made  possible  by  high  balances,  Howard 

8167-8,  p.  578,  8280 
Definite  progi-amme  in-espective  of  fluctuations  of  • 
revenue : 
Desu-able,   and  matter  under   consideration  by 
Government,  Meston   -         -         -  9162-4 

Desii-ed,  McLeod,  7256-8  ;  Ileid,  7395-404. 
Proposal  impi-acticable  in  present  circumstances, 
Hovjard       -  -  8278-9,  8406-13 

and  Inadequacy  of,  and  need  of  increase,  McLeod 
7050-8,  7247-9,  p.  598-60,  p.  4 
Insufficient,  Webb       -        -  5664-73,  p.  553 

in  London,  ably  managed,  Forrest       -         -  p.  699 
Provision   for,   from  balances,  objection  to,   and 
i-aising  of  loans  advocated,  Reid  7395—404, 

p.  676 

Reduction,  anticipated  effect,  Abrahams      -    p.  17 

Triennial  programme,  Meston        .  9162,  9184 

Capital  received  from,  1907-8  to  1913-4,  Abraham,s 

^  p.  67-73 

Constmction,  and  need  for  expenditui-e   on  rolling 

stock,  remai-ks  made  at  deputations  to  Secretary 

of  "State,   10th   June   1912   and   2nd  June  1912, 

McLeod  -  p.  607-12 

Debt,  redemption,  Beed  -  -         -  P-  666 

Earlier    information    to,   of    amount   to   be   spent, 

question  of,  Howard  -  8139-40 

Excess  of  net  receipts  over  budget  estimates,  1910-1, 

1911-2,  and  1912-3,  Newmarch  -  1443-5 

Feeder,  reasonable  terms  obtained  for  construction 

of  and  possibility  of  raising  money  in  India  for 

private  construction,  Reed  -       9932,  10,027-8 

Finance,  impoi-tance  of   question,  and   criticism   of 

present  policy,  McLeod  -  p.  598-606 

Financial     aii-angements     with     companies,      and 

explanation  of  receipt  of  capital  from,  Abraltams 

9-12 

Increase  in  ti-affic,  McLeod  -  p.  599-600 

Investors  not  discouraged  by  Government  treatment 

of  shareholders  in  the  past,  McLeod  7261-3 

Lapsed  grants: 

1911-13,  Meston         -         -  9037 

Causes,  Meston  -         -         .         -  9o29,  9161 

Earmarking  of : 

Question  and  objection  to,  Harrison      10,165-8, 
Suggested,  Howard         -  -  8140-2 

16,171-3 

Methods  of  avoiding,  Meston       -  9195 

Question    has    been    considered     sevei-al     times, 

Howard  -  ...  8414-6 

Re-aUotment,    question     should     be    considered, 

Howard  -         -        -     8285-6,  8309-14,  8417-25 

no  Tendency  towards  wasteful  expenditure  in  order 

to  avoid,  Harrison  -  .         .  10,174 

Loans  should  be  raised  for  puiposes  of,  Dalai 

11,360-71,  11,418-24 
Net  revenue,  excess  over  estimate  since  1909,  Meston 

9028-31,  9035-7 
OfEer  of  loan  to,  by  exchange   banks,   and  refusal, 
Fraser  .         .         .     2954 

Overeertifying  indents,  system,  Howard     8140,  8314 
Paid    out    of    surplus     revenues"    when     possible, 
Abrahams  ...  .         .  496_7 

Private  enterprise  should  be  encom-.iged,    Toomey 

and  Fraser,  2952-4 ;  McLeod,  7100. 

Profits  should  be  used  for  improvement  of  existing 

main   Unes,  part   retained   in  India  and   part  in 

England  for  purchase  of  material,  Forrest  p.  698 

Pi-ogramme   must  be  continued  for  several  years. 

Chunilal    -  -         -  .         .  p.  755 

Railway  Boaa-d  and  policy  of  borrowing  five  years 

ahead  in  London,  question  of,  Howard        8426-31 

Railway  Board,  Meston 9162 
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Eailways — continued. 

Eeceipts  and  working  expenses,  question  of  relation 

between.  Meston         -         -        .         .         .     9033 
Revenue,  fluctuations  and  difficulty  of  esfcimatins 

Abrahams  - 305-9 

Statistics  of  mileage   and   traffic,  1900    and   1910 

Eowwrd      ■_        -  -         -         -         -  p.  583 

Tlu-ee     years'     provisional     programme     formerly, 

Howard      ----..  8407-9 

Under-expenditure  and  reasons,  Abrahams,  76, 133-4, 

300-2,  p.  10 ;    Bhupendra  Math  Mitra,   4380-4  • 

Howard,  8136-8. 
Use  of  money  in  hoards  desirable,  Beid  -         -  p.  575 
Railways  and  Irrigation  works,  capital  outlay  on,  1907-8 
to  1913-4,  Abrahams  ...       p.  67-73 

Rangoon  Chamber  of  Commerce : 

Letters  to  Government  of  India,  1899  and  1900,  re 
relaxing  restrictions  on  Presidency  Bank,  and  loans 
to,  from  Government,  Abrahams       -  p.  358,  p.  424 
Letters,   1904   and   1908,  re  proposed  increase  of 
invested     portion    of    paper     currency    reserve, 
Newmarch          ....        p.  266,  p.  280 
Receipts  and  disbursements,  by  Government  explana- 
tion of-items,  Abrahams                   ■         -         -     9-28 
Receipts,  Government  statistics  from  1907-8  to  1913-4, 
Abrahams p.  67-73 

REED,  Stanley,   LL.D.,   editor  of  the   "Times  of 

India "       -         .  .  9887-10,155,  p.  662-8 

Agricultural  land  bank,  unsuitability  of,  on  ordinary 

lines,  to  India    -         -         .         .         -        .     9924 

Balances : 

shoidd  be    Held   in   India   and   adm.inistered   by 

Government  of  India  -         .        -  p.  666 

Surplus   over    prescribed    working    balance    and 

budgetted  demands  of  Secretary  of  State,  should 

be    automatically  released    for    lightening    of 

money  market         .         -  .         .     9904 

Surplus  should  be  used  for  education,  sanitation, 

&c.,  and  reproductive  works  be  carried  out  by 

borrowing        ...       p.  666-7,  9896-901 

Budget  surpluses  should  not  be  hypothecated  before 

passing  of  budget   by  the  Imperial  Legislative 

Council p.  666-7 

Bank  rate,  moderate,  for  accommodation  spread  over 
whole  year  but  difficulty  of  busy  season     9918-21 
Bengal,   Bank   of.   Government  deposits  and  per- 
centage to  other  deposits  and  cash,  1872-1912 

10,032 
Bombay,  Bank  of,  Government   deposits  and  per- 
centage to  other  deposits  and  cash,  1872-1912 

10,032 

Bombay  Central  Co-operative  Credit  Societies  Bank, 

obiects  of,  and  method  of  working      -         9924-5, 

10,016-26 

CbNTEAL   BAbK: 

would  be  Advantageous  if  practical  difficulties  not 

insuperable  -        -  10,044-5 

possible  Advantages  -         -  10,009,  p.  668 

Amalgamation  of  Presidency  Banks,  objected  to 

10,012-3, 10,046 
Consideration  of  question  by  a  small  Committee, 

suggestion      -  -         -         -  p.  668 

no  strong  Demand  for,  in  India,  but  advantages 

recognised       -  -  -,        ■  P-  668 

Headquarters,  Delhi  advocated  -        -         - 10,014 
any  Reasonable   proposal  would  receive  cordial 

and  appreciative  consideration  - 10,047 

must  be  a  State  Bank  with  Government  control 

and  representation-  -  -10,012-5,10,046 
Cheques,  increased  use  of  -  -  -  -  9991 
Co-operative  Credit  Societies,  system     -     10,017-26 

CoTTNciL  Bills  : 

Popular  belief  in  drain  of  wealth  from  India  to 
•  England  -  ...         -     9958 

Sale,  limitation  to  amount  budgetted  for  advo- 
cated with  possibility  of  supplementary  budget 
in  certain  circumstances  -         -      10,035-7, 

10,107-12 

Debt,  unproductive,  insignificance  of     -         -  p.  666 

Economic,  social  and  political  changes  in  India,  and 

consequent  need  for  change  in  system  of  financial 

administration-        -        -         p.  662-6, 9889-90 

S;    20899 


REED,  Stanley — continued. 
Exchange : 

Crisis,  1907-1908,  gold  resources  should  have  been 

used  without  delay  -     9963-6,  10,054 

Gold  in  circulation  as  support  of,  in  crisis,  question 

of  -        -    9985-6, 10,074-81, 10,127-30,  10,150 

Famine,  increased  resistance  of  people  to  shock  of 

p.  665-6, 10,039-40 

Finance,  transfer    of    more    control    to    Governor 

General  in  Council  advocated    -  9890-5,  10,004-5 

Gold,  issue  in  1907-8,  criticism  of  proceedings    9970 

Gold  bars,  large  import  of  ...     9980 

Gold  crEEBNCT: 

Encouragement  by  Government  advocated  9992-8 
Increase : 

Desired  to  extent  of  forming  new  additions  to 
currency  instead  of  rupees  and  reasons 

9983-90, 10,069-73, 10,087, 10,121-3, 
10127-51, 10,099-106  ' 
EfBeot  on  rupee  cun-enoy         -  10,135-45 

to  Exclusion  of  notes  and  silver  not  desired 

10,087-8,  10,092-7 

Question  of  effect  on  reserves  .  9987-8, 

10,082-96,  10,104-6, 10,123-6,  10,131-50 

Gold  Mint  : 

Advocated  and  reasons      -       9976-82,  10,057-78, 

10,117-20,  p.  667-8 

would  Provide  for  conversion  of  bullion  in  hoards 

into  currency  imder  pressure  of  famine  9977-80, 

10,017-8, 10,057-66,  p.  667 

Sovereign  would  be  made  more  popular        p.  667, 

10,067-8 
Gold  Standard  Reserve  : 
Amount : 

should  Depend  on  trade  and  question  of  depend- 
ence on  amovmt  of  rupee  coinage         9949-51 
Experience  of  1907-8  not  adequate  guide  p.  667 
no  Limit  advocated  at  present,  and  all  profits  on 
coinage  and  whole  of  interest  on  investments 
should  be  added  to  9946-52,  9970,  p.  667 

Form,  question  of       -         -         -  13,113-6 

Gold; 

Whole  or  as  much  as  possible  should  be  in  actual 

gold  9947,9953 

Holding  of,  in  India  advocated  and  reasons 

9954-68,  9974,  10,038-42, 10,048-56,  p.  667 
Policy  re,  confidence  weakened  by       -  9955,  9957, 

10,048 
Silver  branch,  lack  of  justification  for,  andmistrast 
caused  by       -        .        -        -  9999,10,003 

Statutory  regulations  advocated,  and  nature  of 

9954-6,  9969-74 
free  Use  of,  for  support  of  exchange  on  adverse 
balance  of  trade,  should  be  made  statutory 

9970-3 
Hoards,  gold,  taking  place  of  silver        -  9977-8 

Finance  Committee,  constitution  criticised  and  re- 
organisation advocated       -  9975,  10,006-8, 10,031, 

p.  668 

Legislative   Councils,  changes   in   constitution  and 

functions    ■  p.  662-3,  p.  663-4 

Lending  by  Government  in  India,  to  Banks  other 

than  Presidency,  objection  to  9913-6 

Loans,  satisfactory  nature  of  Indian  credit     9936-8, 

10,029-31 
Loans,  isstib  by  Government  in  India  : 

Increase  of,  possibility  of,  and  question  of  extent 

9902-3,  9930-2 
Reproductive  works  should  be  carried  out  by 

9896-901,  9928-38,  p.  667 
Madras,  Bank  of.  Government  deposits  and  percent- 
age to  other  deposits  and  cash,  1872-1912    10,052 

Notes  -. 

Advantages  of  metallic  currency  over,  for  ryots,  &c. 

9993 
Encouragement  by  Government  advocated  9992-8 
Increase  in  circulation        ....     9991 

Presidency  Banks,  loans  to  : 

possible  Amount  that  could  be  taken .        -     9939 
all  Classes  would  be  reached  by .  9922-7 

Security,  question  of  should  be  matter  of  negoti- 
ation between  Government  of  India  and 
Presidency  Banks 9917 

K 
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REED,  Stanley — continued. 

Rah.  WATS : 

Debt,  redemption       -        -  -         -  p.  666 

Feeder,  reasonable  "terms  obtained  for  constmction 

of,  and  possibility  of  raising  money  in  India  for 

private  construction  -      9932,  10,027-8 

Reserve  Treasuries,  criticism  of  system        9905-11, 

p.  666 
Sovereigns  : 

Increased  popularity  of,  reason  -     9993 

Light  ■weight,  cost  of  remitting  to  London,  1 912-13, 

and  establishment  of  gold  mint  would  obviate 

p.  668 
Swadeshi  movement  -        -        -  p.  664 


REID,  Mabshall  F.,  O.I.E. 


7264-7614,  p.  571-6 


Balances  : 

Control   of,   should   be   in    money   markets    and 

commercial  centres  -    7307-13,  p.  572 

Holding  of,  in  London,  objection  to     -         -  p.  572 
Increase  duiing  busiest  months,   and    statistics, 

Januaiy-April,  1911,  1912,  1913  -  p.  571 

Management,  no  criticism  7363 

Bank  bate  in  India: 

Average,  not  immoderately  high  -  p.  571 

High  rates  injurious  to  trade      -  -  p.  571 

BlTNNIAS  : 

Connection  with  European  money  market  in  India 

7425-8 

Rates  paid  and  chained  by  -       7427,  7431-2,  7542 

Cbntbai  or  State  Bajjk  : 
Advocated  and  reasons  7314-21,  7557-60, 

p.  572-3 
Agriculture,  &c.,  would  be  benefited  7433,  7541-6 
Amalganiation  of  Presidency  Banks : 

Advocated      -        -        -  7322-4 

no  Movement  on  part  of  banks  or  public  demand 

for,  heai-dof        -        -  -        7429-30 

Area,  no  difficulty  anticipated    -  7537-40 

Branches  of  banks,  opening  of,  all  over  the  country, 

contingent  on  establishment  of  7492-4,  7575-82 

Branches,  loss  possible  at  fii-st  in  some  parts 

7581-2 

Capital,  present  capital  and  reserves  of  Presidency 

Banks  sufficient      -        -  7325-6,  7339 

Central  Board : 

Constitution,  functions,  &c.  7462-71,  7476, 

7583-8 
Location : 

Calcutta,  approved  -        -        7309-13 

Commercial  centre,  essential        -  7447-9 

Local  jealousies  should  not  be  viewed  with 

concern,  having   regard   to  benefit  to   be 

conferred  on  all  India  by  establishment  of 

7452-4 
Question  of  possibility  of  moving  about 

7452-3,  7472-6 

Question  ....  7534-6 

Necessary      .        .        -         -        -        7328-31 

must  be  Representative  of  whole  country  as  far 

as  possible  -         -  .  7329-31 

Fimctions  advocated : 

Lending  of  balances        .  7495-500,  7510-5 

Management  of  currency         .         .         .     7314 

Sale  of  council  drafts,  but  not  dealing  in  exchange 

generally    ...  .  7335-6 

Government  guarantee  would  have  to  remain  on 

notes 7518-23 

all  Government  balances  should  be  handed  over  to 

7338,  7362 

Government  control  desirable,  and  question  as  to 

extent,  and  responsibility        7340-61,  7417-22 

7441-6,  7450-1,  7480-90,  7524-32,  7589-614 

Local  Boards : 

Advocated  -  .        7327-34 

Constitution,  functions,  &c.     -       7455-61,  7476 

Number,  question  of       -        -        .  7477-9 

London  Office,  advocated   -  .        .     7337 

Money  would  be  attracted  from  hoards  7390, 

7390-4 

Cheques,  increased  use  of       .        -        .        .p.  574 

Co-operative   Societies,  tendency  to  attract  money 

from  hoards        ...  -         .  p.  575 


7509,  7671-2,  p.  573 
-  p.  673 


7382-3 


REID,  Marshall  F.,  C.I.E. — continued. 
Council  Bills  and  Telegraphic  Transfers: 
Sale: 

Balances  released  by,  for  benefit  of  public  and 
internal  trade  reached  through  banks  7286-90 
without  Limit  at  Is.  3ffd.  on  London,  formal 
notification  ofEering,  would  be  advantageous 

7501-8,  7569 

continual   Support   of  exchange   at  Is.   3|fd.  by 

Secretary  of  State,  doubt  as  to        -  7501-8 

Suspicion  in  India  that  maintenance  of  exchange 

is  at  times  subordinate  to  other  interests 

7373-80,  p.  573 

Currency,  control  of,  should  be  in  money  markets 

and  commercial  centres       -  7307-17,  p.  572 

Financial  Department,  system  of  appointing  men 

not  qualified  in  special  duties  criticised        -  p.  572 

Gold  Oubbenct; 

Encouragement  of  hoarding  would  result    -  p.  574 

Replacement  of  notes  by,  not  desired  .  p.  574 

Wasteful  compared  with  other  methods  and  not 

as  useful  for  support  of  exchange  as  gold  in 

reserve    -         -  ...  7386-8 

Gold  Stand abd  Reserve  : 
Amount,  no  limit  desired    - 
Approved  in  India 
Form: 

Gold  and  short  loans,  &c.,  advocated 
Gold: 

Amount,  two  millions  insufficient    7509,  7570 
Whole  amount  in  gold  the  ideal  -  7509 

Management,  want  of  confidence  in,  in  India 

7364-80,  p.  573 
Statutory  regulations  would  be  advantageous 

7381,  7369-72,  7568-9 
Whole  profit  on  coinage  should  go  to  -     7384 

Hoards  : 

Attempt  should  be  made  to  attract  money  from, 

and     education     of     people     advocated,     and 

suggestions    -  7317-21,  7389-99,  7490,  p.  575-6 
Issue  of  Railway  debenture  bonds  might  attract 

money  from    •■         -         -  7413-4,  7423-4,  p.  575 
Money  could  be  attracted  from,  by  issue  of  loans 

in  India,  if  people  educated     -  7435-7 

State  Bank  would  attract  money  from  7390, 

7490-4 
Tendency  of  co-operative  societies  to  attract  money 

from -p.  575 

Indian  money  market  : 

Connection  of  European  with  native  market  7425-8 
Stringency  in  busy  season  unavoidable         7272-3 

Irrigation,  use  of  money  iu  hoards,  desirable    p.  575 

Lending  by  Government  in  India: 
Central  banking  institution  desirable,  and  sugges- 
tions re  -        .        .  .         .  7274-9 
Demand  miglit  arise  when  Government  least  able 
to  lend            ....  7301-3 
Demand,  question  as  to  extent  -        -        7269-71 
Dependence  of  trade  on,  question  of  .      7297-300 
Refusal  of  request  for  loan  of  50  or  100  lakhs  of 
mpees  on  security  of  Government  paper 

7553-4,  p.  571 
Loans,  issite  in  India  : 

smaller  Denominations  of  Government  paper  would 
be  useful         .  .  7438-9 

Increase  possible  and  suggestion  re  securities 

7405-16 

Money  would  be  attracted  from  hoards  if  people 

educated         ....  7435-7 

Railway  debenture  bonds,  people  would  probably 

take  up  largely  7407-16,  7423-4,  p.  575 

Notes : 

Encom-a,gement  desirable  -       7566-7,  p.  574 

Increased  use  of  .         -        .       7555-6,  p.  574 

Presidency  Banks,  loans  to,  advocated   -  7280-5 

.   Railways,  capital  expenditure  : 

Definite  pro^mme  ii-respective  of  fluctuations  of 

budget  desired        ....      7395-404 

Provision  for,  from  balances,  objection  to,  and 

raising  of  loans  advocated       -  7395-404,  p.  576 

Railways,  use  of  money  in  hoards,  desirable  -  p.  575 


INDEX. 
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REID,  Maeshall,  P.,  G.I.'E.— continued. 

Reseete  Teeastjeibs: 

Abolition  would  be  Yeiy  largely  possible,  -with 

establishment  of  central  institution  7291-5 

Injurious  efEect  on  trade  and  industries     p.  571-2 

Savings  Banks,  raising    of    amount  of    maximum 

deposit  and  extension  of  system  suggested  7392-4, 

p.  575-6 
Sovereigns,  tendered  to  very  small  extent  in  payments 

p.  574 
Remittances : 

from  India  by  gold  instead  of  Council  bUls,  disad- 
vantages, Abrahams    -         -         .  p.  16_7 
to  India,  privfite,  methods,  Ahrahamg     •        -      114 
Selling  of,  by  Government  and  question  ol  making, 
in  terms  of  gold,  Abrahams        -        -  1202-3 

Reserve  Treasuries : 
Abolition  : 

Advocated,  Hunter p.  592 

would  be  very  Largely  possible,  with  establishment 
of  central  banking  institution,  Beid  7291-5 

and  Transfer  of  balances  to  Presidency  Banks  : 
would  be  Advantageous,  Hunter  -     6377 

Advocated,  Dalai  -        -    11,374-8,  p.  685 

not  Possible,  Bhupendra  Nath  Mitra       -    4373 

Balances  in : 

1888-1898 p.  52 

-30th  June  1910  to  31st  March  1912,  Abrahams 

p.  351 

31st  March  1912,  Abrahams  -         -  p.  349 

should  be  made  Available  for  loans  to  Presidency 

banks  or  selected  bankers,  Dunbar  -        -     7861 

Considered  in  India  to  be  unduly  lai-ge,  Dunbar 

7858-66 
Fluctuating  nature  of,  but  reduction  duiing  busy 
season  possible,  Meston  -  •        -     9060 

Statistics,  Dalai  ....  p.  684 

Bank  rate  probably  higher  in  busy  season  owing  to 
locking  up  of  money  in,  but  system  justified, 
Bhupendra  Nath  Mitra  -  -''  -  4369-71 
Branch,  letter  from  Government  of  India  to  Comp- 
troller General,  December  1879,  Abrahams  -  p.  36 
Branches  of  Presidency  banks  in  place  of,  question 
otMeBobeH       ■         -  -        -  4102-5 

Correspondence  between  Government  of  India  and 
Secretary  of  State  re,  1874-2,  Abrahams      p.  30-5 
•     Criticism  re  locking  up  of  gold,  reply  to,  Abrahams, 
1063-73 ;  Inchcape,  10,951-62. 
Criticism  of  system,  Beed,  9905-11,  p.  666  ;  Pandya, 

p.  636  ;  Dalai,  p.  684-5  ;  ThaeTcersey,  p.  718. 
"Disadvantages  to  trade  recognised  and  comparison 
with  system  in  America  and  England,  Abrahams 

406-12 
Establishment  : 
EfEect  of,  on  Presidency  Banks,  Abrahams      45-6 
Reasons,  Abrahams,  337,  p.  3;  Bhupendra  Nath 
Mitra,  4365-8  ;  Harrison,  10,183. 
Iniurious  efEect  on  trade  and  industries,  Beid 

p.  571-2 

Justification  for,  extract  from  financial  statement, 

1889-90,  Abrahams      -         -         -         -        p.  48-9 

Lending  out  of  balances,  difficulties,   extract  from 

financial  statement,  1889-90,  Abrahams      -    p.  49 

Letter   of    Upper    India   Chamber    of    Commerce, 

April  1890,  re   disastrous   effect  of    locking    up 

balances  in,  Abrahams  -         -        -      V-  393-4 

Resolution  of  Government  of  India,  January  1876, 

re,  Abrahams       -----        p.  36-6 

Surplus  balances  in  branches  of  Presidency  banks 

transferred    to,    when    above    certain    amount, 

Bhupendra  Nath  Mitra  -        -  4360-4 

System  approved,  McBobert    -         -         -         3957-9 

System  open  to  criticism  of  upsetting  money  market 

but  not  to  same  extent  as  in  America,  Abrahams 

272-9 
Trade  handicapped  by  system  of,  Webb  5092-5, 

p.  554 
Transactions,  1912-13,  Gauntlett    -     p.  731,  p.  732, 

p.  739 

Volume  of  transactions  for  a  week  during  period  of 

heavy    receipts,    heavy    payments,     and    normal 

period,  Gauntlett        -         -        -         -  P-  740 

Resource  work  in  India,  exti-emely  weU  done,  Abrahams 

224 


Revenue : 

Collection  : 

when    Demand    for    money    greatest,    condition 

prevails  in  all  countries,  Schuster  11,059-60 

Periods  in  difEerent  provinces,  Gauntlett    -  p.  730 

Tends  to  create  stringency    on  money  market. 

Boss  -    .        -  .  3596-602,  p.  543 

Disbursements   chargeable  to,    1907-8    to   1913-^, 

Abrahams  ....  -       P-  67-73 

Excess  over  estimates  since  1909,  Meston      9028-31, 

9035 
Receipts,  1907-8  to  1913-4,  Abrahams  -       p.  67-73 

SttEPLUS  : 

Applied  to  paying  ofE  floating  and  non-productive 

debt,  McBobert        -        ■  -        -  p.  548 

properly  Applicable    to    reduction    of    debt    or 

reduction  of  borrowing,  Newma/rch    1335,  1358, 

1489 

Disposal,    question    of    previous     discussion    by 

Viceroy's  Council,  Newmareh  -        -  1492-3 

Explanation  that    capital    expenditure   has   been 

met  out  of,  not  correct,  McBobert  4294-7,  p.  548 

Possibility   of,  brought  to  notice  of  Secretary  of 

State,  Howard,  8160-3  ;  Meston,  9506. 
Question  as  to  reasonable  amount,  Webb     -     5326 
Soui-ces,  Webb  -  5217-36 

Statistics,  31st  March  1910  to  31st  March  1913, 
Webb      -  .      -  -        -        -        -  p.  550 

Use  of,  for  development  works  : 

Advocated,   Graham,  4901-4;     Webb,    5061-3, 

p.  553. 

Objection  to,  Boss  -  .        .  3831-6 

Use    as    sinking    fund    for    reduction    of     debt 

advocated,  Boss      -        -   3588-94,  3827,  p.  543 

should  be  Used  for  reduction  of  capital  expenditure, 

not  lent  to  Banks,  Sundara  Iver     -        8963-75 

Revenue  and  expenditure,  general  statement  of  gross 

revenue  and  expenditure  charged   against  revenue  or 

capital,   with   annual   surplus   or    deficit  and  cash 

balances  (in  India  and  England),  1900-1  to  1910-11, 

Pandya-         -  -  "         ■  P-  654 

net  Revenue  and  expenditiu-e  of  Government  of  India, 

1909-10  to  1913-14,  Abrahams      -  -    p.  IC 


ROSS,  Haeet  Marshall 


3577-3911,  p.  543-7 


Balances  ^ 

Charge  against  Secretary  of  State  of  having  with- 
drawn funds  from  India  for  benefit  of  London 
based  on  confusion  of  currency  with  capital 

p.  543 
High,  causes  -        3582-5, 3708-9, 3737-8 

Reduction  recently    -        -        .        .  3840-2 

Retention  of  excessive  balances  in  London,  neces- 
sity for,  not  proved-        -  3581,  3829-30,  p.  543 
Banks  in  India,  loans  to  mercantile  firms,  rate 

3701-2 

.  Budget  estimates,  unnecessarily  pessimistic  of  recent 

years  -  3583-4, 3709-20,  p.  543 

Centeal  oe  State  Bank  : 

certain  Advantages  of,  but  proposal  not  favoured, 
simple    amalgamation     of     Presidency    Banks 
preferred        3683-5,  3778-9,  3863-77,  p.  544-5 
Amalgamation  of  Presidency  Banks,  preferable 

3778-9 
Capital,  question  of  -        -      3690-1,  p.  545 

no  popular  Demand  for      -        -        3684,  3891-2 
Distinction  in  interests  between  difEerent  parts  of 
India  woxdd  not  be  a  serious  difficulty  3777 

Existing  interests  must  be  safeguarded       -    3890, 

p.  544 
Management  of  paper  currency  by,  advocated 

3694-8,  3731-2 
as  Paying  proposition,  doubt  re       3688-91,  p.  545 
certain  Restrictions  would  be  necessary  to  prevent 
unfair  competition  with  exchange  banks 

3683,  p.  544 
Sale  of  Council  bills  by,  not  advocated        3692-3, 

3794,  3878-80 
Cheques  : 

Issue  of,  might  be  extended        -        -        -     3675 
Use  will  be  confined  to  Presidency  towns   and 
'  little  fear  of  note  issue  being  curtailed  by 

3881-3 
K  2 
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ROYAL  COMMISSION   ON   INDIAN   FINANCE   AND  OUERENOY : 


BOSS,  Habbt  Maeshall — emiUnued. 
CoTTNCiL  Bills  and  Telbgbaphic  Teansfbrs: 
Effect    of,    to    restore    to    circulation    currency 

abstracted 3721-4 

Sale : 

on  Any  day  of  the  week  should  be  possible  with 
properly  constituted  reserve  3637,  3699,  i),  547 
in  Excess  of  re4uirements,  should  depend  chiefly 
on  nature  of  trade  demand  for  currency   p.  544 
Freely  and  up  to  total  demands  of  trade  ap- 
proved as  far  as  balances  in  India  permit,  but 
objection  to  selling  more  -         3586-7,  3615-6 
at  Is.  4<£.  only  or  not  below  rate  at  which  rupees 
can  be  procured  from  other  sources,  objection 

8780-2,  p.  544 
against  Silver  coinage,  by  auction,  question  of 

3784—8 
below  Specie  point,  against  new  coinage,  objec- 
tion to  ...       3616,  3783-93 
Currency  system,  success  of  -         -3617-23,  p.  543-4 

Gold: 

in  England  more  useful  for  support  of  exchange 
than  gold  in  India  ...         -         -     3767 

Exports  to  India,  sale  of  Council  biUs  not  inter- 
fered with,  and  interference  not  anticipated  with 
free  sale  .         -         -         -         .  3888-9 

in  India  in  case  of  crisis,  Government  should 
reserve  right  to  refuse  to  issue,  except  for 
export 3768-72,3805 

Gold  Ctjeeency: 

Objection  to  forcing,  on  India,  and  Government 
should  not  encourage  use  of,  but  should  not 
interfere  if  people  desire  3624-9,  3806-16,  p.  544 

Other  forms  considered  preferable  -     3628 

Gold  Mint: 

Might  be  Advisable  if  inexpensive       -         -  p.  546 
10  i-upee  piece,  objections  to       3817-26,  3854-62, 

p.  546 
Gold  Standard,  advantages  of,  and  progress  of  trade 
since  introduction       -         -  -        3617^23 

Gold  Standaed  Rbsertb  : 
Form  of : 
-Goldj  amount : 

Ample   taking   into   account   gold   in    paper 

currency  department     3648,  3795-6,  p.  546 

Crisis  of  1907-8  a  good  test    -  3649-52,3748 

"  should  be  Fixed  on  basis  of  number  of  rupees 

in  circulation,  and  suggestions  re    3648-62, 

3740-66,  3908-11,  p.  546 

Securities,  not  intended  by  Fowler  Committee, 

3896 
Location  in  London  advocated  -  ■  ■  P-  546 
Statutory  regulations  desirable     3631—40,  3733-9, 

3904-7,  p.  544,  p.  546 

Subsidiary  branch  in  India  (silver),  advantage  of 

(and  considered  as  practically  part  of  currency 

reserve)  ...        -  3641—4 

Use  of,  should  be  restricted  exclusively  to  maiii- 

taining  exchange  -         -     3640 

Home    charges,    suggested     payment    of,    through 

medium  of  certain  Indian  banks,  objection  to 

3614,  p.  544 
Income  tax,  as  applied  to  natives,  objection  to 

3719-20 

Lending  by  Government  in  London,  approved    3595 

Lending    by   Government    in    India,   to   banks    on 

security,  advocated  below  bank  rate,  but  system 

of  tender  might  be  preferable        3603-12,  3700-7, 

3725-7,  3886,  p.  543 

Loans,  issue  of,  bt  Goteenment: 

Encouragement  of  private  enterprise  in  India 
desirable  -        -         -     3890,3899-903 

in  India  would  be  preferable  to  London  3887,  3898 
Mints,  closure  of,  progress  of  trade  since,  and  success 

of  system  -  -         -     3617-23,  p.  543 

Notes  : 

Extension  of  places  at  which  encashable  desii'able 

3729-32 

Increasing  circulation  and  reason        -        -     3820 

Preferred 3628,  3728 

Papbe  Cuekenct  Rbsbete: 

Fiduciary  portion,  regulations  desirable  and  sug- 
gestion -        -        -  -         -        3669-82 


ROSS,  Haeey  Maeshall — continued. 
Papbe  Ctjeeency  Reseeve — continued. 

Gold,  holding  of,  in  London  would  be  unnecessary 
with  properly  constituted  gold  standard  reserve, 
and  holding  in  India  would  be  preferable 

3663-8,  3799-804,  3843-53,  3699,  3797,  p.  546 

Loans  to  Presidency  Banks  from,  approved  on 

good    security  and   question   as  to  nature   of 

securities        -        -        -    3669,3672-3,3773-6 

Revenue : 

Collection,  tends  to  create  stringency  on  money 
market  -        -        -        -  3596-602,  p.  543 

Surplus: 

Use  as  sinking  fund  for  reduction  of  debt  advo- 
cated        -        -        3588-94,  3827-42,  p.  543 
Use  of,  for  public  works,  objections  to      3881-6 

Rupees : 

Issue  of  gold  for,  at  Is.  3f|d.  advocated  for  export 

3635,  3734-9 
Measures  taken  to  maintain  exchange  value  of 

p.  545-6 
Taxation,  objection  to  non-reduction  of,  with  high 

balances 3714-9,3884-5 

Trade,  sea  borne,  total         1874-5, 1893-4,  1912-13, 

p.  643 

Rothschild,  Alfred,  reference     -  ■         -     9573 

Rothschild,  A.  de,  statement  before  Indian  Currency 

Committee  (1898),  re  Central  Bank,  Abrahams  p.  340 

Royal  Commission   of  Gold  and   Silver,  1888,  report 

quoted  and  referred  to  -  -    9387,  9580 

Rupee  loans,  see  Loans,  issue  by  Government  in  India. 

Rupee'   paper,   transferred    from    England   to   India, 

January-October,  1912,  1913,  Newmaroh        -  p.  761 

Rupees : 

Absorption  by  public,  1899-1900  to  1912-3,  compared 

with  absorption  of  sovereigns,  Abrahams      1032—4 

an  Artificial  debased  currency,  Schuster        11,033-8 

'      ClEOULATION  : 

1801-35,  Swadara  Iyer  ■         -         -  p.  622 

1873-4  to  1892-3,  Sundara  Iyer  -  .       -  p.  623 

Amount,  Dalai  -         -  -         -  p.  671 

Effect    on,    of    gold    currency,    see    wnder   Gold 

currency. 
Government  have  no  means  of  forcing  rupees  into 
circulation  if  not  desired  by  public,  Abrahams, 
1014-5 ;  Inchcape,  10,756-7. 
Growth  of,  no  risk  seen  at  present,  but  risk  de- 
pendent on  circumstances,  Le  Marchant 

7648-51 

Increase  from  1893  to  1899,  Sundara  Iyer  -  p.  623 

Large,  compared  with  gold,  and  reasons,  Sundara 

Iyer        ...         -  p.  621-1 

Large,  I>a?»? 11,244-52 

Coinage : 

in  Advance  of  requirements,  proposals  of  Govern- 
ment of  India,  26th  April  1906,  Abrahams 

p.  138,  p.  140-1 
Arbitrary  regulation  of,  by  Finance  Ministers, 
Frewen  -  -  -  -  9519  (p.  31),  9551-6 
Arbitrary  restriction  impossible,  Thackersey  p.  720 
Amounts,  1894-5  to  1912-3,  Newmarch  -  p.  254 
of  Average  number  required  and  little  more  eveiy 
year,  advocated,  SamiUon       -     2555-61,  p.  529 

Cost,  Dalai  p.  678 

Difference  between  price  of  silver  for  coinage  and 
circulating  price  of  rupees  should  be  held  in  trust 
for  public,  and  invested,  Hunter     -        -     6437 
Effect  of  redundancy  of  currency  on  prices,  Webb 

5429-46,  5883-90 

since  1899,  not  excessive,  Howard       -        -  p.  591 

Excessive,  1906-7,  Smith   -        -        •        -  p.  617 

no  Fresh  rupees  should  be  coined  beyond  those 

required  to  replace  wear  and  tear  tiU  gold  in 

circulation  in  excess  of  requirement  of  public, 

Webb      ...        -  5732-45,  p.  568 

no  Fresh  mpees  should  be  coined  except  for  actual 

requirements,  Chu/nilal  -         -         -  p.  769 

Further,  should  be  avoided  as  far  as  possible, 

Dalai     -        -  -         -        11,244,  p.  671 

Government  believed  to  have  deliberately  refrained 

from,    1908-10,  and    induced  people  to   take 

sovereigns,  McRobert    4148-53,  4157-8,  4291-3 
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Rupees — continued. 
Coinage — continued. 

no  Loss  would  be  involved  in  converting  coinage 
profits  into  gold,  as  rupees  would  be  held  in 
suspense  if  Ixchange  unfavourable,  Abrahams 

677-8 
1912,  and  distribution  of,  Newmarch  -        p.  243-4 
Over-coinage,  reply  to  charge  of,  Meston      9461-9 
Policy,  suggestion  by  Punjab  Chamber  of  Com- 
merce, 1909 p.  710-12 

Proceedings       -    1900  and  1905-6,  p.  110,  p.  138, 

p.  144-6 
Profits  : 

Coinage  of,  into  rupees,  explanation,  Abrahams, 

887-900 ;  Newmarch,  1577-86. 
Credit  of,  to  gold  standard  reserve  : 

CoiTespondence  between  Government  of 
India  and  Secretary  of  State  re,  1900, 
Abrahams  -       p.  109-14,  p.  126-8 

should  be  Continued  indefinitely,  Himter 

6437-9 

Letter  from  Madras  Chamber  of  Commerce, 

16th  August  1907,  Abrahams  p.  171-2 

Minute   by    the    Hon.   Sir    E.    Law,    1900, 

Abrahams  -         -      p.  114-21 

Minute  by  Lord  Cujzon,  1900,  Abrahams 

p.  121-2 

should  be  Stopped,  and  profits  kept  in  bullion 

for  use  for  silver  purchases,  Sundara  Iyer, 

8906-12,  p.  629-30 

of  Whole  profit,  advocated,  Toomey  and  Fraser, 

2584,  p.  536 ;  Beid,  7384  ;  Smith,  p.  616. 

should  be  Kept  apart  in  gold  and  carried  to 

special  gold  reserve,  Webb   -         -         -  p.  568 

Number  of  rupees  coined  should  not  be  measure 

of  amount  required  in  gold  standard  reserve, 

Abrahams 1074-6 

Temptation  to  issue  token  coinage  excessively 

with  view  to,  must  be  avoided,  Webb    -     6160 

Use  of,  in  aid  of  general  balances,  1900  (proposal 

of  Government  of  India),  Abrahams     -  p.  112 

Use  of,  for  public  works,  opinion  of  Government 

of  India  re,  Abrahams  -.        -         -        -  865-7 

Use  of,  for  railway  purposes : 

Adequate  amount  was  left  in  gold  standard 

reserve,  Abrahams    •>         •         -  1077-2 

Advocated  in  future,  Inchca{pe     -     10,846-52 

riot   Approved,    Webb,   559;   Smith,  p.   666; 

Soward,  8260,  p.  587  ;  Thachersey,  p.  720 ; 

Ghunilal,.'p.'764!. 

Approved    under    circumstances,    if     money 

replaced,  McLeod  -         -  7004-6 

Attitude  of  Government  of  India,  Abrahams, 

586-8,  593-6 

Con-espondence    between  Bombay  Chamber 

of  Commerce   and    Government   of    India 

re,  1907,  Abrahams  -         -         -       p.  160-3 

CoiTespondence     between     Government    of 

India  and  Secretary  of  State  re,  1907  and 

1909,  AbraJiams  p.,  159,  p.  160,  p.  163, 

168-71,  p.  175-8,  p.  182 

Disappi-oved,   and  sum  should  be  replaced, 

McBobert         -  4298-308,  4033,  p.  549 

Explanation  of  proceedings,  Abrahams  584-5, 

ooy — y^ 

Full  amount  due  to  gold  standard  reserve  re- 
ceived, with  exception  oi  amount  received  in 
connection  with  bills  on  London,  Abrahams 

898-9 

Justification,  Simdara  Iyer,  p.  630-1 ;  Inchcape. 
10,838-45. 

Letters    of    Madras,    Bengal,  and    Karachi 
Chamber  of  Commerce  re,  1907,  Abrahams 
►  p.  171-5 

Report  of  Indian  Railway  Finance  Com- 
mittee re,  Abrahams         -         -       P-  156-7 

no  Risk  of  over-coinage  with  view  to, 
Abrahams        ■        -         -        -  ^'^^''^ 

Telegrams   between  Secretary  of  State  and 

Viceroy,  1907,  Abrahams  p.  157-9 

Use  of,  for  reproductive  works  when  safe  limit 

of  gold  in   standard  reserve  attained,  would 

be  approved,  if  due  regard  had  to  caution, 

McLeod       -.       -        -  -        7089-96 


Rupees — continued. 
Coinage — continvbed. 
Profits — contirvued. 

Use  of,  for  ordinaiy  or  capital  expenditure  not 
approved  tUl  reaerve  25  or  30  milhons  sterling, 
McBobert  -  ...  p.  549 

Proposals  for  further  coinage  (letter  of  Govern- 
ment of  India,  1900)  ...  p.  110-3 
Purchase  of  silver  for,  see  Silver,  purchase  of. 
Question  whether  Committee  of  1898  .anticipated, 
to  extent  that  has  taken  place,  Abrahams  880 
Regulation,  method,  Abrahams,  606-8,  885-6,  893, 

1008-15 ;  Newmarch,  1624-34. 
Re-opening  of   mints  to  free  coinage,  see  under 

Mints. 
Statistics,  1865-6  to  1872-3,  Sunda/ra  Iyer   p.  623 
Coinage  and  minting    profits,   1900-1   to   1912-13, 
Dalai  -  p.  679 

CONVEESION   INTO   GOLD  : 

Demand    for    gold,    question   of    dependence   on 
balance  of  trade  and  amount  of  coin-  in  circu- 
lation, Le  Marehamt  7762-8 
Government  giving  gold  for,  limit  to  an  approach 

of  crisis,  principle  cannot  be  laid  down     7751-3 
Government  should  aim  at  being  always  in  position 

to  redeem,  Howard  -         -         .         .p.  586 

Government     shoidd    reserve     right     to    refuse, 

Samilton  •         -  p.  523,  p.  527 

no  Legal  obligation,  Abrahams  656-7,  663-73, 

1112,1113 
Limit  to,  on  approach  of  crisis,  pi-inciple  cannot  ba 

laid  down,  Le  Marchant  7751-3 

in  Normal  times  and  when  gold  available  advocated, 

but     no     obligation     advocated,    Toomey    and 

Fraser  -  2600-1,  2675-7,  p.  536 

at  Is.  3f|d.  advocated,  for  export,  Bo^s  3635, 3734-9 
Policy  re,  Abrahams   -  -         -  948-50 

Sufficient   gold  to  convert  even  25  per  cent,  of, 

probably  sufficient,  Meston  -  9077 

Supply  of  gold  not  sufScient  to  change  aU  rupees, 

Newmarch 1802-6 

Supply  of  gold  insufficient  to  replace  all  nipees, 

but  no  obligation  on  Government,  Abrahams 

868-76,  883-4 
Undertaking  not   advocated,   McBobert,   4035-8 ; 

Bhupendra  Nath  Mitra,  4688,  4806-9;  Smith, 

8792-4. 
Decrease   of  reserve,   1912,   and   steps   taken,   and 
reasons   for  not  buying  silver   out   of   increased 
gold  in  paper  currency  reserves,  Abrahams  984-92 

Demand  tok  : 

Difficulty  of  meeting,  at  certain  times,  Abrahams, 
p.  112-3,  p.  116  ;  Newmarch,  1688-91. 

Large  and  unusual  demand,  and  steps  taken  (Law), 
Abrahams        -  -         -         -       p.  115-7 

Variations  in,  Abrahams     ...         -       608 
Demonetisation  contemplated  by  the  Fowler  Com- 
mittee, Frewen  9582 
Difficulty  owing  to  trade  not  getting  required  amount 

of,  known,  Bhupendra  Nath  Mitra      -         -     4651 
Difficulty  of  obtaining,  at  certain  times,  Frevjen 

9545-50 
fixing  of  Exchange  at  Is.  4(2.,  see  under  Exchange. 
Forgeries,  possibility  of,  Frewen  -  -  -  9582 
Gold  cuiTcncy  advocated  to  replace,  Pandya  9663-9, 
9743-7,  9760-71,  9870-7,  p.  638,  p.  639 
Inflation  of  cui-rency,  circumstances  and  increase  in 

prices  due  to,  Frewen     9524-6,  9532-9,  9544,  9556 
Inter-convertibility  of  bullion  and  importance  of,  to 

natives,  Frewen  -        9519  (p.  32-3) 

Issue  of,  automatic,  Meston  9461,  9464 

Issue  of,  in  exchange  for  sovereigns,  insufficiency  of 

nipees  on  occasions,  Webb  -        -        -  5570-7 

Limitation  of  legal  tender,  not  likely  to  be  warranted 

in  near  future,  Howard       -         -         -         -  p.  591 
Measures  taken  to  maintain  exchange  value  of,  Boss, 

p.  545-6 
Net  absorption  of,  into  circulation  or  return  of  from 

circulation,  1898-99  to  1908-9  -  p.  191 

Obtainable  in  large  quantities  only  by  purchase  of 

Council  bUls,  TTefeb    -       _-        -        -        5570-80 
Prices  dependent  on  active  cu-culation  of  small  notes, 

&c..  not  on  gold,  Frewen  -  '9557 
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ROYAL  COMMISSION   ON   INDIAN   FINANCE  AND   CURRENCY: 


Rupees — continued. 

Receipt  of  gold  liullion  formerly  by   Government 
■  of  India  in  exchange  for,  but  abandonment  of, 

Abrahams 1324 

no    Redundancy    at    present,    Webb,   5919-30;    Le 

Marchant,  7744-50. 
Refusal  to  give,  in  exchange  for  sovereigns  likely 
to  be  warranted  in  neai-  future,  Howard      -  p.  591 
more  Suitable  to  India  than  sovereigns,  Currie 

10,573-4 
Supplies   in    excess    of    needs,   letter  of  Bank  of 

Bombay,  1904 p.  272 

Supply   of,  extra  legal   facilities,   Bhupendra   Nath 

Mitra  4752-3 

as  Token  coins,  Abrahams  -         -       673 

Trade  often  short  of,  Toomey-  -  2772-5 

Unlimited  legal  tenders,  Abrahams     -  684-8,  1111-2 

Russia,  exchange  system,  and  extent  of  analogy  with 

Indian  system,  Le  Marchant  -        7689-94 

SARAITA,  CHUNILAL  D.,  see  Chunilal. 

Savings  Banks  -■ 

Government  liabilities,  Dalai         -         -        11,314-5 
Raising  of  amount  of  maximum  deposit  and  exten- 
sion of  system  suggested,  Seid     7392-4,  p.  576-6 

SCHUSTER,  Sir  Felix,  Bart.,  member  of  Secretary 
of  State's  Council  and  Chairman  of  Finance 
Committee  -  10,984-11,238 

BaiANCES  : 
Amount : 
LiabiHty  for  Savings  Bank  balances  should  be 
considered  -        -  -   11,050-2,  11,155 

Ten  or  twelve  mUlions  as  combined,  in  England 
and  in  India,  not  sufficient  -         -  11,142 

Tear's  prospective   capital   outlay   on   railways 
should  be  held  -  11,050 

no  Divergence  of  interests  between  England  and 
India  in  dealiag  with  -         -       11,170-8 

Location  in  England ; 

Advantages  of,  and  reply  to  criticism     11,183-9 
Desirable  after  Indian  interests  provided  for 

11,098-101 
Bane  of  England: 

Charges  high  and  attempts   constantly  made  to 
obtain  reduction      ....       11,095-7 
Question  of,  as  central  bank  for  United  Kingdom 
11,018, 11,023-7, 11,143-8 
Verbal  arrangement  with,   re  purchase  of   silver 
and  subsequent  misunderstanding   -      11,076-7 
Banking  business  not  carried  out  by  Indian  Govern- 
ment, except  savings  bank  -         -         -  11,017 
Centeal  oe  State  Bank: 
not  Advocated                             -         -       11,103-5 
Area,  difficulty                               -  11,018 
Capital,  difficulty  of   -         -         -                   11,017 
Functions : 

Lending  out  of  balances  by  London  Branch  of, 

would  be  advantageous  -  11,017 

Maintenance  of  exchange,  not  advocated  11,017 

Note  issue,  not  advocated  -  11,017 

Government  directors,  difficulty  of  position  11,017 

Investment  of  assets,  difficulty  of  11,216 

competent  Management  or  directorate  would  be 

difficult  to  find  -  11,017-8 

Placing  of  deposits  with,  danger  of  11,216 

Shareholders,  question  of,  or  not  11,102-8 

Council  Bills,  Sale  : 

Consultation  of  Indian  Government  re     11,159-60 

Time,  question  of  consultation  with  Government 

of  India  -  -  11,195-8 

Deposits  with  Banks  in  England  : 

Application  for,  by  banks,  objection  to  11,238 

Procedure  re  placing  10,988-1002 

Purchase  of  bank  bills  through  Bank  of  England 

in  lieu  of,  objections  to  11,090-4 

Rates  considered  satisfactory  11,006 

without  Security : 

Explanation     of,     when     exchange    banks    on 
approved  borrowers'  list  do  give  security 

11,217-20 
Securities  would  not  have  been  obtained 

11,007-8 

was  a  Temporary  measure  only,  but  door  should 

not  be  shut  to  in  future  -         -  11,094 

Use  of  money  by  banks  -  11,002-3 


SCHUSTER,  Sii-  FEmx^— continued. 
Exchange  : 

Annoimcement  by  Government  of  responsibility 
for  maintaining,  at  1«.  id.,  question  of 

11,128-31,  11,136 
Crisis  : 
1907 : 

Hesitation  in  issuing  gold  owing  to  lack  of 

experience  -  -     '  11,132-5 

should  not  be  Taken  as  standard  of  severest 

crisis  possible  -         -  -  11,227 

Gold  should  be  issued  freely  -     11,227-31 

Doubt  as  to  effect  of  gold  given  out  in  India 

11,208-9 

Gold,   Indian   demand   for,   question   of    effect    on 

London    and     consequently    on     Indian     money 

market    -         -         -  11,211-4 

Gold  buUion,  receipt  of,  for  rupees  at  fixed  price, 

revival  advocated  11,028 

Gold  coinage,  preferred  to  rupees  11,030 

Gold  Mint  in  India: 

no  Advantage  seen      -        -  -  11,028 

if  Established,  sovereigns  should  be  coined   11,028 

Ten  rupee  piece  would  not  be  suitable  for  export, 

would  be  expensive  to  put  into  circulation  and 

would  compete  with  10  rupee  note  -  11,028 

Gold  Standaed  Rbseeve: 

Amalgamation   with   paper   currency  reserve  not 

advocated  -         -  11,074 

Amount,  increase  advocated  and  no  limit  should 

be  placed  on,  at  present  -  11,072-3,  11,228 

Gold,  amount: 

One  third  of  total  advocated  if  whole  amount  in 
excess  of  25  millions   -         -       11,074, 11,109 
8  or  10  millions  advocated  11,074, 11,109 

Location  in  London  advocate'd  and  reasons 

11,053-4 
Subsidiary  branch  in  India  (silver) : 

Difficulty  of  question       ...        11,041-5 

Exchange   for   gold  in   paper  currency  reserve 

advocated  -  11,046 

Hoards,  desirability  of  attracting  money  from,  and 

possibility  of,   a   strong   argument   in   favour  of 

State  Bank         -        -  -        -       11,214-6 

India  a  debtor  not  a  creditor  country     -        11,054-5 

India  Office  : 

Assistant    Under-Secretary    of     State,    financial 

training  desirable  -  10,991,  11,086-9 

Financial  administration,  work  very  well  done  and 

no  unnecessary  delay       -  -       10,987-8 

Finance  Committee: 

Chairman,  position  and  powers        -       10,992-4 

Delegation    of     more     business     to     officials, 

suggestion  -  -      10,989-90 

Indian  civil  servant  trained  in  Indian  finance  as 

member    of,    would    be     advantageous     but 

definite  rule  not  advocated  11,175-81, 

11,232-7,11,282-5 

Indian  experience,  extent  of  representation 

11,079-81 

Lending  by  Goveenment  in  England  : 

Advantage  to  Indian  trade  and  finance         11,015 

11,199-208 
Advantage  to  London  money  market  and  trade  of 
the  country  11,015 

Approved  Borrowers'  List : 

Changes,  submission  to  Finance  Committee 

10,996-7 
Procedure       -         -  -  10,996 

through  Bank  of  England,  would  cost  more  than 
present  system  and  no  advantage  seen  11,013-^ 
Deposits  with  banks,  see  that  title  above. 
Disadvantage  to  banks  -  11,015 

Securities : 

Recent  acceptance  of  certain   Colonial,  expla- 
nation regarding  -        -  11,011 
Commercial  bills,  would  be  objected  to     11,011, 

11,221-2, 11,225 

Only   those  registered    at  Bank   of    England, 

explanation  -         -         -  11,009-10 

Railway  debentures  taken  at  par,  explanation  and 

justification         -         -  '  ■    -         -  11,238 
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SCHUSTER,  Sir  Felix— cow<i»Mted.      . 
Lending  by  Government  in  India  : 

from  balances   and  from  paper  currency  reserve 

not  ob.iect|d  to    -        -        -        -  11,062-3 

India   Office  would  agree  to,  if  Government   of 

India  suggested       -        -        -      11,056, 11,157 

to    Presidency    banks    only,    in     first    instance, 

advocated  -  11,058 

Loans,  Issue  by  Goteenment  in  England  : 

India  bills  might  have  been  paid  ofE  earlier   11,182 

Renewal  of  bills,  1911,  explanation      -       11,048-9 

Loans,  issue  of,  by  Government  in  India,  increase 

desirable  -  -         -  -11,238 

Notes  : 

Advantages  over  gold  or  rupee  coinage      11,031-3 
Circulation,  encouragement  advocated  11,028, 

11,029 
Papeb  Otjreency  Reserve  : 

Fiducial";^  portion,  from  20  per  cent,  to  30  per 
cent,  of  gross  circulation  suggested,  20  per 
cent,  to  be  invested  permanently  in  Government 
securities,  10  per  cent,  to  be  used  in  temporary 
advances  -  -    11,065-71,11,110-21 

Gold,  holding  of,  in  London,  advantages  11,208-10 
Investment   of  part,   in   shape    of    advances     on 
commercial  paper,  objection  to  suggestion 

11,223-6 
Pebsidbnoy  Bank,  Loans  to: 

should  be  Against  security  and  only  at  date  when 

bank  rate  very  high  and  when  no  inconvenience 

would  be  caused  by,  to  Government  11,058, 

11,063-4, 11,137-41, 11,158, 11,190-4 

Proposal  of  Secretary  of  State  to  make,  at  1  per 

cent,  below  bank  rate    -         -        -       11,161-9 

Revenue,   collection  of,   when   demand  for    money 

greatest,  condition  prevails  in  all  countries 

11,059-60 
Rupee  coinage,  an  artificial  debased  currency 

11,033-8 
SiLVEE,  Purchase  of,  fob  Coinage  : 
in  Bomba,y: 

Question  of,  no  objection  to,  in  theory  11,122-7, 

11,150-4 
Tenders  accepted  formerly       -  11,126-6 

Initiative  comes  from  Government  of  India  11,149 
1912 : 

Denial  that  transactions  were  made  known  to 
officials  in  Union  of  London  and  Smith's  Bank 

11,078 

Explanation  of  misunderstanding  with  Bank  of 

England      -  -  -       11,076-7 

Regular  purchases,  impossibility  11,038-40 

Union  of  London  and  Smith's  Bank,  capital,  business, 

&c.     -  -  -  11.238 

United  States  of  America,  attitude  re  State  Bank 

11,018-21 

SCOTT,  Horace  H.,  Secretaiy  of  State's  Broker 

2069-2274 
Approved  Boreowees'  List- 

One  withdrawal  in  consequence  of  publicity  given 

by  discussion  in  Parliament    -         -  2096 

System  and  procedure        -  2091-5,  2115-7 

Bank    of    England,  transfers,    stock    receipts    not 

accepted  as  evidence  without  seeing  transfer  book, 

and  procedure  might  be  simplified      -     2088,  2144 

Deposits  with    Banks    in    England,  procedui-e    re 

•       placing      ■-  -         -  2201-74 

Government     Departments,    brokers,    methods     of 

payment    -        -        -  -  2098-100 

India  Office,  bbokee: 

Appointment,  joining  of  firm  approved  by  Secretary 
of  State  made  a  condition  of  -         -        -     2071 
Fullv  in  touch  with  mai-ket         -  2137-9 

Functions-  -  2072-4,2133-6 

Increase  in  amount  and  responsibility  of  work 

2106,2129-32 

Office  expenses  -  -        -  2140 

Payment: 

Former  systems      ...         -  f^  r?i 

Particulars  re  method,  &c.  -      2098-107 

on  Volume  of  business  instead  of  rate  of  mterest 

earned,  question  of       -         -         -    _  2175-81 

Whole  time  taken  up  by  India  Office  business 


SCOTT,  HoEACE  H. — continued. 
Lending  by  Goveenmbnt  in  England  : 
Amounts,   system,   and    question  as  to  deciding 
minimum  amount  for  loan  (at  present  50,000Z. 
and  mxdtiples)  -         -         -        2118-25 

Peiiod,  and  4u-estion  of  extension        -        2149-57 
Same  rate  obtained  from  all  borrowers  on  one 
day,  and  procedure  re      -        2158-74,  2186-200 
Securities : 
Confining  of,  to  securities  registered  at  Bank  of 
England,  reason  for,  and  difficulty  otherwise 

2083-90,  2144-8 
Extension,     business      would      be      somewhat 

facilitated 2147-8 

liist  sufficient  in  normal  tinges  -  2083-4 

Reason  for  certain  securities  being  taken  at  par 

2076-6,  2108-14 
Taken  at  par,  no  change  advocated         2079-81 

Silver : 

see  also  Rupees. 

Amount  held  in  reserve  and  new  coinage,  1894-5  to 
1912-3,  Newmarch      -  -         -         -  p.  264 

Bullion,  effect  on  price  of,  of  closure  of  mints, 
Frewen       -  -      9,519  (p.  30-1) 

Deficiency,  1900,, telegrams,  October,  between  Viceroy 
and  Secretary  of  State  re,  and  re  proposed 
measures    -    _  -       P-  745-7 

Demonetisation  by  U.S.A.,  Fi-ance  and  Germany, 
1873,  Frewen      -         -  ...     9573 

Duty  on: 

Abolition  advocated,  Ghunilal  -  -  -  p.  765 
Increase,  suggestion,  by  Punjab  Chamber  of  Com- 
merce, 1S09  -  -  -  .  p.  711 
Reduction  to  6  per  cent,  advocated,  Chvmilal  p.  764 
Re-export,  part  only  of  duty  repaid,  Dalai 

11,386-8,  p.  676 
Unfairness  of,  and  abolition  advocated,  Baled 

p.  676,  p.  686 

Establishment  of  warehouse  in  Bombay  and  issue  of 
warrants  for  each  bar  imported  advocated, 
Dalai         -        -  -  p.  676 

Hoards,  see  that  title. 

Imports,1866-66  to  1872-73,  Swndara  Iyer  -  p.  628 

Imports,  January  to  October  1912  and  1913,  New- 
march  •        -  -        -        -  p.  761 

Imports  and  exports,  January  to  October,  1912  and 
1913,  Newmarch  -        -        .        -  p.  760 

Increase  in  gross  issues  from  paper  currency  reserve 
1913,  Newmarch  -        -  p.  760 

PUECHASE    OF,    FOE   COINAGE  : 

1900  (Law)  -    p.  110,  p.  116,  p.  128 

Agreement  between  nations  to  purchase  regularly 

so  much  silver  per  year,  suggestion,  Frewen 

9673-80,  9583-9 
in  Bombay ; 

no  Advantage   to  be  derived  and  pui'chase  in 
London  preferred,  Inchcape  10,871-4 

Advocated,  Dalai    -  .        .  p.  686 

Question  of,  Abrahams  -  11,497-500 

Question  of,  no  objection  to  in  theory,  Schuster 

11,122-7, 11,150-4 

Tenders  accepted  formerly,  Schuster     11,126-6 
Business  would   be  better  carried  out  through 

bank,  Graham  -         -  4943-6 

by  Central  Bank,  see  v/nder  Functions  under  Central 

or  State  Bank. 
Criticism  of  proceedings,  Wehh  -         -  p.  565 

in  India,  in  the  past,  Abrahams  -  11.501-2 

Initiative     comes    from     Government    of    India, 

Schuster  11,149 

1906,  no  pui'chase  of    silver  Ln  excess   of   real 
reqxdrements,  Abrahams  830-2 

1907,  memorandum    from    Secretary    of    State, 
Abrahams  -  p.  207-11 

1912  : 

Denial  that  transactions  were  made  known  to 

officials    in  Union   of    London  and  Smith's 

Bank,  Schuster  -  -         -    11,078 

Explanation  of  misunderstanding  with^ank  of 

England,  Schuster  -       11,076-7 

Payment  by  Council  bUls : 

and  Consequent  increase  to  currency  reserve 
and  question  as  to  efEect  on  London  money 
market,  Newmarch  -        -     1545-64 

>  K  i 
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Silver — coniimied 

Purchase  of,  foe  coinage — continued. 

1912 — eontinited. 

Payment  by  Council  bills — continued. 

Drafts  sold  at  below  specie  point,  to  finance, 
objection  to,  Webb   -        -         -        -  p-  562 

Increase   of   total    currency   in  India  wotdd 

result,  and  question  if  payment  had  been 

made  by  gold  in  reserves,  Sowa/rd  8372-81 

Justification  for,  Abrahams  -         -     11,507-13 

Objection  to,  Webb      ■        -  5587 

Satisfactory  on  some  occasions,  total  currency 

increased  by,  Webb      -  5587,  5588-92 

Suggestion    made    by    Secretary    of    State, 

Bhupendra  Nath  Mitra  -         -     4826 

Methods,      and     question    of      increasing     total 

cun-ency  by,  Abrahams    •         -        974-93,  1001 

Payment  by  Gold  in  paper  currency  reserve : 

OoiTespondence  between  Government  of  India 

and  Seci-etary  of  State  re,  Abrahams      p.  110, 

p.  112,  p.  127,  p.  153-4,  p.  155-6,  p.  160 

History  of,  Newmarch  -         -        1666-7 

Question   as   to  effect  on  London  market.  Cole 

3559-64 

Reasons     of    Government     of    India     against, 

Newmarch  -         -         -         -         -         -  p.  245 

Payments  not  considered  as  part  of  home  charges, 
Newmarch       .....       1465-73 

Procedure  advocated,  Balal         -         -        -  p.  686 

Procedure  and  monopoly,  Dalai  -         -      p.  685-6 

from  Proceeds    of  bills  or    by    gold    in    paper 

currency      reserve,      consideration      affecting, 

Newmarch       -         -         -         -         -         -  p.  223 

Programme  should  be  settled  in  advance  and  form 

part  of  budgetted  amount  of  drawings,  Sassoon 

David   -         ■  -         ■         -         -  P-  716 

by  Public  tender  in  London   advocated,  Sassoon 

David      -         -  -  -  p.  716 

Purchases   must  be  made  in   sufficient   time   to 
prevent  specialisation,  &c.,  Thackersey     -  p.  720 
Question  whether  Secretary  of  State  has  waited 
too  long  before  purchasing,  Le  Ma/rehant 

7823-7 
Regular  purchases  : 

Advocated,  McBobert,  4039-43, 4141-61, 4242-3 ; 
Webb,   6012-30,    p.   562 ;  McLeod,    7059-68, 
7186-91,    7232-6,  p.   598;    Smith,    p.    617; 
Inchcape,  10,868-70 ;  Dalai,  p.    686 ;  Forrest, 
p.  700. 
Considered,  but  objections  to,  Abrahams        613 
Difficulty,     Le     Marchant,     7822 ;    Newmarch, 
p.  246-7 ;  Howard,  p.  591 ;  Sfihuster,  11,038- 
40. 
Objections  to,  Abrahams  -         -       11,494-6 

Question  as  to  possibility,  Cole         -        3376-8 
Regulation : 

Letter  of  Government  of  India,  29th  Pebruaiy 

1912,    re,    and    agreement    by   Secretary   of 

State,  Abrahams  -  p.  197-8,  p.  201 

Method,  Bhwpendra  Nath  Mitra        -        4544-7 

and  Question  as  to  effect  of  system  on  market, 

Abrahams   -         -  ■         -  609-12 

Request  for,  by  Government  of  India,  1906,  and 

reply  by  Secretary  of  State,  Abrahams 

p.  141,  p.  142-3 

no  Ring  among  the  bullion  dealers  in  London, 

Abrahams       ...  .  11,500 

Speculation    not  anticipated   in  future  to   great 

extent,  Abrahams  -  - 11,496 

Steps  taken  by  Government  of  India  towards  more 

regular  purchase,  Meston         •  9099-101 

Silver  held  by  Government  of  India,  and  purchases 

and  shipments  of  silver  for  coinage,  1907  p.  210-1 

World's    consumption    and    production,    statistics, 

Frewm  -  ...  9573 

World's  demand  for,  illimitable,  Frewm    9573,  9578 

Silver  standard,  impossibility  of  retm-ning  to,  Sv/ndara 

Iyer p.  620 

• 
Silver  Token  Coin: 

see  also  Rupees. 

Exchange  not  affected  by  amount  of,  in  circulation, 
Abraham    -        -  ...  1274-7 


SMITH,  Thomas 


8432-975,  p.  612 


Balances  : 

Government  over  cautious  in  under-estimating, 
but  under-estimating  probably  justified,  8441-2 

in  India,  normal  except  in  1913  -         -  p-  613 

in  London,  abnormally  high  in  1910,  1911,  1912, 
but  not  deliberately  accumulated  for  conve- 
nience of  London  money  market,  &c.       -  p.  612 

Management,  no  serious  criticism  of,  except  in 
1910,  1911,  and  1912       ....     8439 

1912,  India  bills  paid  off  in,  might  have  been  paid 
off  earlier        ....       8440,  p.  612-3 

Bank  bate  in  India: 

Complaint,  no  ground  for,  taking  whole  year  round 

8468 
Decrease  of  differences,   if  achieved   by   Centiul 
Bank  would  be  an  advantage  -         •         -     8645 
Differs  in  different  Presidencies  sometimes 

8639-44,  8800-1,  p.  613 
Lending  by  Government  would  bring  rate  down 

8646-9 

6  per  cent,  for'steady  boiTowers  all  the  year  round 

p.  614 

7  or  8  per  cent,  the  normal  figiu-es      -  8494-5 

Banks  : 
Deposits : 

Higher  i-ate  on,  up  country,  question  of  8673-80 

People  prefer  smaller  joint  stock  banks  as  rates 

better  -        -        -  8626-8 

Failure,  bad  effect  on  depositors         -      8597-600 

Government  inspection,  no  good  bank  would  be 

afraid  of  -         -     8601 

"  Mushroom  "  banks : 

Continuance,     Tinder     legislative     supervision, 
advocated        -        -        8669, 8728-32,  p.  614 
Deposits : 

New  sources  tapped  by  -        -     8665 

Rate  on      -        -  -         .  8668 

Depositors,  classes  -        -  8663-4 

Growth  of,  and  danger  from       8460^,  p.  613^ 
Memorandum  re,  8th  April  1912  p.  618-9 

Operate  all  over  the  country    -  -     8625 

State  Bank  would  not  supply  place  of  8626 

Use  of  money  -         -  8666-7 

Reserves,  form  in  which  kept     -         -        8617-23 

Central  or  State  Bank  : 

no  Advantages  seen  .  8624 

Amalgamation  of  Presidency  Banks,  question  as 

to  whether  position  would  be  stronger  than  at 

present  -         -  ...        8733-58 

Area,  difficulty  8447-53,  8639-62,  8661-2,  8775-7, 

8802-4,  p.  613 
no  general  Demand  for,  known  of       -  8465-7 

Functions : 
Exchange  business  not  advocated    -        .  p.  615 
Note  issue  : 

Circulation  would  be  affected  at  first  even  if 

Government  guarantee  continued    8759-64 

would    not    Command    same    confidence    as 

present  Government  issue    8588-90,  p.  617 

not  Necessary   8444-6,  8765-9,  8778-82,  p.  613-4, 

p.  617 
Note  currency  would  not  be  better  managed  by 

8630-1 

Objected  to  ...     §443 

Co-operative  Societies,  assistance  of,  by  joint  stock 

banks 8854-6,  8873 

Council    Bills    and    Telegraphic  Transfers, 

SALE  : 

at  Is.  4|-(£.,  tends  to  keep  gold  from  going  to  India 

p.  616 
in  Excess  of  requirements,  approved  and  reasons 

8805-11 
System  approved  -         -        .p.  615 

Deposits  with  banks  in  London  : 

Making  of,  by  India  Office  on  some  such  principle 

as  the  sale  of  Council  Bills,  suggestion  -  p.  617 

Range  of  competition  might  be  widened     8691-2, 

p.  61 
Exchange : 

Fixing  of,  at  Ig.  4(i.,  benefit  to  India  -  8526,  p.  615 
Value  of  gold  in  circulation  in  support  of,  doubted 

8555-6 
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SMITH,  Thomas — continued. 
Exchange  Banks: 

Deposits,  1901,  1910 p.  614 

Free  balancis  kept  in  Presidency  Banks  withoiit 
interest,  and  State  Bank  would  be  no  improve- 
ment         8778-82 

Gold: 

Government  should  give,  when  possible  8791-5 
Imported  into  India,  large  amoimt  melted  down 

fox  ornaments         -  8528-9 

Issue   in   exchange   for   rupees,  undertaking   not 

advocated  8792-4 

Gold  cueebncy : 

Circulation  increasing,  especially  in  the  Punjab 

8530,  p.  615 
Encouragement  desirable  in  interests  of  people 

8533-53 

Encouragement  of  notes   preferable,  but  people 

should  be  given  gold  when  desired  8553-64 

Increased  circulation  very  localised     -  8531-2 

Gold  Mint  : 

Course  of  bullion  from  hoards  through,  question  of 

8569-80 
Reasons  for  advocating       -  8565-82,  p.  616 

Sovereigns  should  be  coined  -  p.  616 

Gold  Standard  Rbseiivb  : 
Amount,  no  limit  should  be  fixed      -     8583,  8587, 

p.  616 
Diversion  from,    1907,   towai-ds   railway   develop- 
ment, objection  to  -        -  -  p.  616 
Gold: 

Amount : 
should  be  Half  of  whole       -  -     8587 

Insufficient  and  proportion  too  low       8583-4, 

p.  616 

in   London,  should   be    earmarked  at  Bank  of 

England      ...         -  -  p.  617 

should  be   Held   half  in  gold  or  rupees,  bulk  in 

London  in  gold  -  8686,  p.  616-7 

all  Profits  on  coinage  should  be  allocated  to  p.  616 

Subsidiary  branch  in  India,  gold  or  rupees  may  be 

held  as  circumstances  warrant  -  p.  616 

Hoarding  of  gold,  extent  of  p.  615-6 

Interest,  rates,   higher   in    all    comparatively    new 

countries  -  -     8602 

Joint  Stock  Banks: 
Borrowers,  classes  8850-3 

Depositors,  classes      -  -  8843-9 

Deposits : 

1901, 1910       -  ....  p.  614 

Growth  of,  and  more  people  getting  in  touch 

with  banking       •  -  8454-9 

considerable  Reserves  and  question  of  proportion 

of  amount  at  Presidency  Banks  to  total 

8681-92 
Lending  by  Government  in  India  : 

Bank  rate  would  be  kept  down  by,  say,  a  10-crore 

loan,  to  6  per  cent.  :         -         ■  8487 

Class  who  would  benefit  and  question  as  to  how  far 

cultivators  would  benefit  8488-98,  8836^2 

should  be  Confined  to  banks  at  firpt  but  not  only 

Presidency  banks,  but  to  Presidency  banks  only 

would  be  better  than  not  at  all  8470-1, 8474-81 
Demand  would  be  considerable,  but  impossibility  of 

estimating      -         -         -  8482-6 

Invitation  of  tenders,  no  objection  seen        8870-1 
should  be  from  Paper  Currency  Resei-ve  as  balances 

a  fluctuating  item  -         -      8499-501 

Procedure,  suggestion        -        8698-703, 8825-35 
little  Risk  need  be  involved         -  p.  614-5 

Securities : 

no  Difficvdty  anticipated  -  8693-7 

should  be  Required  and  question  as  to  nature  of, 

8472-3,  8812-21 
State  bank  would  be  no  better  8766-9 

Suffeestions  re  minimum  amount,  rate  &o., 
^^  8825,  p.  614 

Lending  by  Government  in  London,  making  of  loans 
direct  by  India  Office,  on  some  such  principle  as 
sale  of  Council  bills,  suggestion      8593-4,  8822-4;, 

p.  61  ( 
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SMITH,  Thomas — continued. 
Loans,  issue  by  Gotbenment  in  India  : 

Endorsement  of  Government  paper,  system  and 
difficulties  from  point  of  view  of  natives  and 
removal  of  difficulties  would  be  advantageous 

8520-5,  8602-14,  8783-90,  8857-69 

Holders  -  -     8519 

Increase,  possible  to  some  extent  and  suggestion  as 

to  amount  ■  8513-8,  p.  615 

Issue  of  short  term  bearer  bonds  would  be  useful, 

and  under  consideration      -         8615-6,  8633-8 

Raising  of  capital  for  Indian   development    by, 

advocated  as  far  as  possible         '  8512 

Stock  certificates  or  bearer  bonds  suggested 

8858-66 

Mints,  re-opening  of,  to  free   coinage  of  sUver  not 

advocated  -  -  -  p.  615 

Notes  : 

Circulation,  increase  -  p.  617 

Encouragement  of,  preferable  to  encouragement  of 

gold        -  -  8553-63 

Papbe  Cdeebncy  Reseetb  : 

Amount,  relative,  of  gold  and  silver  should  not  be 
fixed       -  p.  617 

Fiduciary  portion : 

Loans  from,  in  busy  seasons  advocated         8507 

Proportion  of  total,  advocated  instead  of  fixed 

sum,  and  one-third  of  gross  average  cu-culation 

suggested  8502-6,  p.  617 

Location  of  gold  in  London,  approved  p.  617 

Pkbsidency  Banks  : 

Access  to  London  money  market,  not  necessary, 

and  public  opinion  would  be  against       8509-11 

Business  efficiently  done  8765 

no  Change  in  legal  conditions  of  working  advocated, 

8508,  p.  615 
Deposits : 

1901, 1910      ...  .  p.  614 

Same  rate  given  at  up-country  branches 

8671-80 

Loans    by,    any    security    taken    if    two    names 

obtained  -  8707-10,8714-9 

*     Position   of,   in   case   of  crisis,   question   of,  and 

question  of  advantage  of  amalgg,mation  8720-58 

Restrictions,    of     no     practical     importance     at 

present  -         -  8509,8711-3 

Rupees,  coinage,  excessive,  1906  and  1907       -  p.  617 

Silver,  regular  purchases  advocated  -  p.  617 

SOVEBEIGNS  : 

Encouragement  by  Government  by  giving  better 

rate  for  payment  in,  not  known  of  -  8874-5 

Large  number  melted  down  .  p.  616 

Sovereigns : 

see  also  Gold  Currency. 

Absoeption  by  public  : 

1899-1900  to  1912-3  compared  with  absorption  of 

rupees,  Abrahams   -         -  1032-4 

1910-11,  1911-12,  and  1912-13,  Soward       p.  589 

and  Balance  in  paper  currency  reserve  in  India, 

1910-11,  1911-12,  1912-13,  Soward         -  p.  585 

small  Amount  wanted  in  Presidency  towns  and  large 

percentage  wanted  at  up-country  places,  Toomey 

2766,  2771 

Buyer   of  grain  prefers,  but  seller  prefers   rupees, 

Dunbar  ...  .  7898-9 

OlECULATION  : 

estimated  Amount,  Dalai  -  11,379-80, 

p.  671 
Amount  in,  1801-35,  Sundara  Iyer  -  p,  622 

EfEect  of  sale  of  Council  Bills  on,  see  under  Council 

Bills  and  Telegraphic  Transfers. 
Increase,  Thackersey  •         •  "         -  P-  "l^ 

Increase  of,  especially  in  the  Punjab,  Smith    8530, 

p.  615 
Increasing,  but  increase  very  localised.  Newmareh, 
1380;  SmiYA,  8531-2. 
a  Convenient  coin  for  consideiuble  number  of  com- 
munity,   but   cannot    be    for   large    portion,    Le 
Marchant  -        -  -  7842 

should  be  Declared  available  in  exchange  for  rupees 
when  sufficient  gold  in  circulation  and  in  reserves,-^ 
&c.,  Sassoon  David     -  -         -        .  p.  '^^  - 
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Sovereigns — continued. 

Demand  for,  by  public  increasing,  Abrahams      1142 
Difficulty  of  obtaining  rupees  for,  from  Controller- 
General,  cases  of,  Toomey  and  Fraser  2608-12,  2802 
no  Difficulty  in  obtainiug,  at  present,  but  obligation 

to  supply  by  GoTemment  not  advisable,  Fraser 

2803 
Difficulty  of  obtaining,  Pandya  •         -  p.  640 

no  Difficulty  in  obtaining,  in  India,  Inchcape 

10,758-62,  10,832-3,  10,858 
Difficulty  in   getting  exchanged,  less  than  that  of 

notes,  Abrahams  •  -  1265-6 

cases  of,  at  Discount  of  4  annas  formerly,  McBobert 

4245-7 
Effort  made  by  Government  from  1900  to  1907  to 

push,  into  circulation,  Bhupendra  Nath  Mitra 

4762-4 
Encouragement  only  advocated  where  encouragement 

of  notes  not  practicable,  Meston  -  9250-1 

Encouragement   by   Government    by  giving   better 

rate  for  payments  in,  not  known  of.  Smith  8874-5 
no  Evidence  as   to  amounts  going  into  hoards  and 

into  circulation,  Nevymarch         -         -  1380 

Export  to  England  by  exchange  banks,  Fraser  and 

Toomey      -  -  2706-8,  3036-7 

Exported  from  England  not  full  weight,  Dalai 

p.  678 
Exports  from  India  on  private  account,  September 

1907  to  December  1908,  Abrahams  -  p.  103 

Extent  of  use,  and  number  in  circulation,  Abrahams, 

p.  214  ;   Samilton,  2407-8,  2542  ;    Webb,  6769-75  ; 

Hunter,  6479-83  ;   McLeod,    7083-6  ;     7197-201 ; 

Beid,  p.  574 ;  Howard,  p.  584. 
Fluctuations  in  extent  of  use  of,  Le  Marchant     7645 
should  not  be  Forced  on  people,  Meston  9131 

Free  issue  of,  question  of  danger  in  case  of  msh, 

Meston  -  -  9317-23 

Gross  receipts  and  issues  at  Goveniment  treasuries, 

&c.,  Jan.— Oct.,  1912,  1913,  Newmarch  p.  760, 

p.  762 
Held  in  Government  securities  and  reserves  in  India, 

diminution,  September  1907  to  December   1908, 

Abrahams  -  p.  103 

Half  soveebigns  : 
Import: 

Consideration  of,  by  Government,  formerly,  and 

reasons     deciding     against     large     imports, 

Abrahams    -  ...  1285-6 

by   Exchange   banks,    but   coins    not  popular, 

Abrahams   -  1286-9 

practically  None,  Meston  -  9404-5 

not     Popular,     Abrahams,     1177-80,      1278-82; 

Sundara  lyer,^.  628. 

Hoards,  see  that  title. 

Imports,  absorption  by  public  and  number  held  at 

end  of  year,  1909-10  to  1912-13,  Abrahams     p.  21 

Imports,  exports  and  absorption,  1901-2  to  1912-13, 

Abrahams  -         -  p.  84,  p.  213 

Imposts : 

on  Private  account  for  eaoh  month,  1911-2  and 

1912-3,  Newmarch  -         -  -  p.  238 

1894-95  to  1901-3,  cii-culation    nil  till  1902-3, 

Sundara  Iyer  -         -  -  p.  623 

January — ^October,  1912-13,  Newmarch       -  p.  761 

Decrease,  1913,  Newmarch  -  p.  760 

Impor-ts  and  circulation,  Sundara  Iyer  8951-2 

Imports    and     exports,   1900-1   to   1911-12,   Dalai 

p.  673-4 
Increased  use  not  veiy  rapid,  and  chiefly  in  northern 
and  western  circles,  McLeod,  7149,  p.  598 ;  (Bengal 
Chamber  of  Commerce),  p.  605. 

Issue  op  : 

Advocated,  if  desired  by  people,  but  not  other- 
wise, Sundara  Iyer  -  8956-66 

Advocated  when  desired  by  people,  except  when 
demand  evidently  only  in  place  of  bullion,  Le 
Marchant  ■  7645 

Advocated,  when  possible.  Smith  8791-5 

Correspondence  between  Indian  Bank,  Limited, 
and  Assistant  Accountant  General,  Accountant- 
General  and  officiating  Commissioner  of 
Cun-ency,  Pandya  -         -         ■         -  p.  656 


Sovereigfns — continued. 
Issue  of — continued. 

Correspondence  between  Accountant  General   of 
the  Punjab  and  Chamber  of  Commerce,  1912 

p.  713-4 
in  Exchange  for  silver,  see  Conversion  into  gold 

under  Rupees. 
Extra-legal  facilities,  Bhupendra  Nath  Mitra 

4750-1,  4754-5 

to   Maintain   exchange,  at  time  of  unfavourable 

trade    balance,  must    be  at   rate   of  15   to    1, 

Abrahams  -  ...       952 

1907-8 : 

Discussion  in  Government  of  India  re,  and  policy, 

Bhwpend/ra  Nath  Mitra         -         -        4834-42 

Quantity  must  have  gone  into  hoards,  Neivmarch 

1819-20 
in   1908,  largely   at   Presidency   towns  and  some 
up-country,  Bhupendra  Nath  Mitra         4819-21 
to  Public  at  time   of  crisis  desirable,  Bhupenda-a 
Nath  Mitra     -  -  4822-6 

of  Sums  over  10,000Z.  reported    to   Comptroller- 
General,  Bhupendra  Nath  Mitra  4843 
should    be    Issued    more    freely  from  Post  Offices,  - 
Presidency     Banks,      and      District     Treasuries, 
Pandya      -                                              -      p.  639-40 
Issued  in  Madras  in  10,000Z.  at  a  time  only,  but  no 
real  difficulty  in  obtaining.  Hunter      -         -     6478 
Large  number  melted  down,  Sm,ith                     p.  616 
too  Large  for  ordinary  daily  transactions  and  larger 
payments  made  in  notes,  Sundara  Iyer         8953-6 
Light   weight,  cost   of  remittance  to  London   and 
establishment     of     Gold     Mint     would    obviate, 
DaUl,  11,389-94,  p.  678 ;  Beed,  p.  668.      , 
Loss  from  wear  and  tear  should  fall  on  India,  Cole 

3388 
as  Legal  tender,  Abrahams,  556,  p.  212 ;  Newmarch, 

p.  241 
Measures  taken  to  make,  current  coin,  Abrahams 

1260 
Melting  down,  see  Hoards. 
Obtained  easily  in  India,  Newmarch,  1420  ;  Toomey, 

2603,2605-7;  Graham,  4927. 

Payment  of  wages  in,  McBobert  3976-7 

People  not  educated  to,  Meston      -       9109-10,  9123 

increased  Popularity  of,  reason,  Beed  -     9993 

should  not  be  Pressed  on  people,  Currie        10,671-5 

Pm-chase  of,  in  transit  to  India  against  telegraphic 

transfers,  see  under  Council  Bills  and  Telegraphic 

Transfers. 

Receipts   at  cun-ency  offices   larger  than   demand 

Hunter  -  "         "  P-  593 

Receipts   and    issues    into   and    from   Govei-mnent 

treasuries    and    reserves,    1909-10    to    1912-13, 

Abrahams 618,  p.  214 

Receipts  at  post  offices  and  railway  stations,  1907-8 

to  1911-12,  McLeod p.  603 

Refusal  of  Cuirency  Department  to  issue,  from  1908 

to  1910-11,  position  has  been  criticised  as  one  of 

weakness,  Howard  8333-8 

Refusal  to  give  rupees  in  exchange  for,  not  likely  to 

be  warranted  in  near  future,  Howard  -         -  p.  591 

Refusal  of  Government  to  issue,  in  order  to  build 

up  reserve,- question  as  to  whether  people  would 

complain,  Howard  .         8339-44 

Rupee  coinage  more  suitable  to  India,  Currie 

10,573-4 
Shipment  to  India  in  competition  with  bills,  Newmarch 

1418-9,  p.  220,  222 
Smaller  coin  desired  by  people  generally,  Newma/rch 

1745-9 

Statements  of  imports  and  exports  to  and  from  India, 

amount  held  by  Government  and  absorption  by 

public,  1899-1900  to  1912-13,  Abrahams    -  p.  216 

not  very  Suitable  for  India,  and  paper  currency  with 

gold  in  reserve  prefeiTed,  Forrest  -       p.  699 

Suitability  of,  for  India,  McBobert,  4007-8,  p.  548  ; 

Howard,  8387-96,  p.  584. 

Supply  fi-om  Australia,  Howard  -  8326-9 

Taken  freely  in  certain  up-country  districts,  and  not 

considered  an  inconvenient  size,  Toomey     .     2608 

Tendency  to  go  into  paper  currency  reserve,  Abrahams 

1264 
Unlimited  legal  tender,  Abrahams  1111-2 
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Standai-d  of  living,  improvement,  Howard  ■  p.  583 

State  Bank,  see  Central  or  State  Bank. 

Sterling  loans,   see  Loans,  issue  by   Government  in 

England.  » 

Sterling  reserve,  no  policy  of  accumulating  high  balances 

with  view  to  building  up,  Ahrahams        -  265-70 

Sterling  bills,  rate  of  exchange  in  Calcutta,  1907-8, 

and  question  as  to  rule  in  future,  Ahrahams  -  792-8 

Stock  Exchanges,  opening  of,  advocated,  Balal 

p.  676 
Stores,  purchase  of: 
IN  India: 
no  Objection  seen,  McLeod         -        -  7101-8 

E,eduction    of    balance    in    England    would    be 
possible,  Wehb         ■        -         ■  5295-301, 

System,  Badoch p.  331-2 

SUNDARA  ITER;   M.  R.,    Secretary  of    Economic 
Society  of  Madras  -    8876-9019,  p.  620-32 

Balances : 

not  Excessive     -  -         -  -  p.  632 

High: 

Causes  -         -  '  -  p.  632 

a  Temporary  phenomenon  only,  due  to  abnormal 

circumstances      -  -  8962-3,  p.  631-2 

in  London,  statistics,  1906-7  to  1910-1       -  p.  631 

Banks  : 

more  Decentralisation  needed     -         -  8898-9 

Government  should  exercise  greater  control  over 

so  called  banks  and  money  lenders  8904-6 

Capital  not  flowing  freely  from  England  to  India, 

and  question  of  reason        -         -     8945-50,Ep.  620 

Central  oe  State  Bank: 

not  Advocated 8895 

Area,  difficulty  -         -  -         8897-8,  9019 

would  be  Little  service  to  cultivators  -  9017-9 

Note  issue,  circulation  would  decrease,  notes  would 
be   distrusted   even  if   Government   guarantee 
continued    8896,  8897,  9006-12,  8976-9,  8993-8 
State  would  have  no  real  control  8896-7 

Co-operative    Societies,    extension    of    system    and 
Government  assistance  desirable     8900-2,  9014-6 

Exchange : 

Crisis  of  1907-8,  not  the  most  serious  possible 

8920-6,  8933 
Gold  in  circulation  not  a  material  support       8942 

8961,  9001-5 
Gold: 

Coined  in  India,  amount,  1865-66  to  1872-3  p.  623 

should  be   Given  if  desired   by  people  but  not 

othei'wise  -        8956—66 

Gold  Cubeency: 
Attempt  by  Government  to  encourage,  by  paying 

salaries  and  postal. money  orders  pai*tly  in,  but 

faHure    -  -         -         -        -  p.  627 

Difficulties  of  getting  gold  into,  and  retaining  it  in 

circulation  -  p.  626-8 

Increase   of   circulation  not   advocated,  and  not 

considered  practicable  -  8936-7,  p.  621-4 

Notes  will  not  be  displaced  by    -  p.  626-7 

Rupees  not  likely  to  be  replaced  by  -  p.  627 

lO-mpee  piece,  popularity  doubted  p.  627-8 

Gold  Mint: 

Advantage  claimed  for,  that  gold  currency  would 

largely  increase,  doubted        -        -        p.  620-4 

Opening  of,  immediately  was  never  recommended 

by  Currency  Committee  of  1898      -         -  p.  628 

Gold  Standard  with  gold  reserve  advocated    -  p.  628 

Gold  Standard  Resbevb  : 

Amount,  present,  sufficient  -  8912,  p.  629 

Diversion  of,  1907,  for  railway  purposes,  justifica- 
tion ...         -       p.  630-1 

Gold,  10  millions  might  be  sufficient,  but  sum 
should  not  be  fixed  as  should  depend  on  state 
of  finance        ...         -         -        8915-35 

Holding  of,  in  London  mostly  in  gold  and  a  little 
in  securities  advocated    -         -       8913-4,  p.  629 

Object  of,  for  maintaining  exchange  only,  should 
be  stated P- 629 

Securities,  approved  -         -         -  ■   "  ^     i  j 

Silver  branch,  not  necessary  if  sufficient  gold 
available  for  purchasing  silver         -         -     8907 

Ji!    20899 


SUNDARA  ITER,  M.  R.— continued 

HoAEDING  : 

Causes  that  would  attract  money  from  hoards 

8939-41 
Increase  owing  to  laws  of  inheritance  -    8938, 

p.  624-5 

Melting  down  of  sovereigns  into  ornaments,  extent 

of  practice  -  "         '        P-  624-6 

Reasons   for,  and  decrease   not   anticipated  even 

with  advance  of  education,  &c.  8999-9003 

Indian  bank  rate,  cultivators'  money  market  has  no 

connection  with  ....        8969-71 

Loans,  issue  of,  in  England,  impossibility  of  raising 

sufficient  capital  by  -  8877-8,  p.  630 

Loans,  issue  op,  in  India  ; 

Increase  possible  -        8879-80 

Issue  of  5-rupee  paper  or  1-rupee  paper  through 
post  offices,  co-operative  societies,  &c.,  sugges- 
tion       -  -  8879-94 
Possibility  of  attracting  money  from  hoards 

8884-6 
Money  lenders,  rates  of  interest  charged  and  period 

p.  625 
Mortgages,  difficulties  -  -         -  p.  625 

Notes : 
Advantages  of  -  p.  627 

Circulation,  increase  -         -         -         .p.  626 

Encashment,  facilities  -         -  8980-96 

Preference  given  to,  by  population  very  marked, 
especially  in  MofEusil      -        -        -        .p.  627 

Papee  cueeency  eeseeve  : 

Amount,'^  equal   to  value  of  notes  in  circulation, 
unnecessary  -         -  -  p.  629 

Composition,  statistics,  1911  -  p.  629 

Location,  in  India,  of  whole  amount  advocated 

p.  629 
Two-thu'ds  in  silver  nipees  and  bullion  suggested 

p.  629 
Pkesidenoy  Banks,  loans  to  : 

Banks  would  be  assisted,  but  not  Indians  at  large 

8963-75 

not  Much  money  available  -  .p.  632 

Revenue,  surplus,  should  be  used  for  reduction  of 

capital  expenditure,  not  lent  to  banks  8963-75 

Rupees  : 

Circulation,  increase  from  1893  to  1899        -  p.  623 
Coinage : 

Profits,  allocation  to  gold  standard  reserve 
should  be  stopped  and  profits  kept  in  bullion 
for  use  for  silver  purchases .  -        8906-12, 

p.  629-30 

Statistics,  1865-66  to  1872-73 .  -  p.  623 

Large  proportion   in   circulation   compared  with 

gold  and  reasons     ...  p.  621-4 

Silver  standard,  impossibility  of  returning  to    p.  620 

SOVEEEIGNS  : 

Half  sovereigns,  not  popular       -         .         -  p.  628 

Imports  and  cu-culation      -  8951-2 

too    Large    for  ordinary   daUy  transactions   and 

larger  payments  made  in.  notes         -  8953-5 

Swadeski  movement.  Reed  -  "         ■  P-  664 

Taxation : 

Additional,  imposed  1885-95  to  meet  bui-dens  owing 
to  fall  in  exchange,  Newmarch  p.  225,  p.  22,6 

Change,  sanction  of  Secretary  of  State  reqiiired,  and 
all  proposals  submitted  to,  but  does  not  generally 
take  official  initiative  in  proposing,  Bhupendra 
NathMitra        -        -        -  4548-51,4629-30 

Impositions  after  crisis  of  1907-8,  and  defence  of, 

Mestcm    \  •  9041 

fresh  imposition,  1910-11,  Newmarch    -         -  p.  226 
Increase  desirable  for  good  of  the  people,  Hamilton 

2382-3,  p.  518-9 

Increase  in  1910,  explanation,  Inchcape  -         - 10,749 

India  heavily  taxed  from  point  of  view  of  individual 

incomes,  but  lightly  taxed  from  point  of  view  of 

size  of  countiy,  Webb         -  -        5330-46 

Net  revenue,  1909-10  to  1913-14,  Abrahams      p.  81 

Objection  to  non-reduction  of,  with  high  balances. 

Boss 3714-9,  3884-5 

M 


84 


ROYAL  OOMMtSStON   ON   INDtAN   FINANCE  AND  CURftENOY 


Taxation — continued. 

Over- taxation  owing  to  sales  of  bills  in  excess  of 

requirements,    Balal  -  -         -       p.  682-3 

Reduction  would  not  have  been  advisable,  McBobert 

4175-6,  p.  547 
Reduction  of  balances  by  reducing,  advocated,  Webb 

4969-76,  5048-52,  p.  551 
Remission  : 

1903-7,  Netomarch  -  -  p.  226 

under  Sir  Edward  Baker,  Meston         -  9041 

not  Recommended  as  a  whole  until  sufficient  sums 
spent  on  education  and  sanitation,  Chv/nilal 

p.  765 

Taylor,  John,  and  Son,  con'espondence  with  Secretary 

of  State,  1900,  re  receipt  of  gold  at  mint    p.  751-6 


D.. 


Millowner, 
p.  717-20 


THACKERSET,    Sir    Yithaldas 
Bombay 
Budget  estimates,  excessive  ciiution  criticised  p.  717 

Budget  : 

Estimated  and  actual  sui-plus  in  sterling,  1909-10 

to  1912-3  -  p.  717 

Surpluses,  reserve  fund  suggested       -         -  p.  717 

Centkal  Bank : 

Area  difficulty    -  -  p.  718 

Extension  of  scope  of  present  banks  preferable, 
and  suggestions       -  -  p.  718-9 

Headquartei-s,  Bombay  advocated        -  p.  718 

Management  of  paper  currency,  objection  to 

p.  720 

Not  enthusiastic  about  creation  of      -         -  p.  720 

Gold,  increase  in  circulation  -         -         -         -  p.  719 

Gold  Mint  :  ' 

Advocated          .         .  .  p   7^9 

Seigniorage  should  not  be  charged  -  p.  719 

10  rupee  pieces  advocated  -     '   -  -         -  p.  719 

Gold  Standaed  Reseeve  : 

Amount,  no  limit  should  be  fixed  -  p.  719 

Earmarking  of  gold  at  Bank  of  England  not  as 

good  as  gold  kept  in  India  -  p.  720 

Portion  should  be  held  in  actual  gold  in  India,  but- 

a  part  might  be  invested  in  securities       -  p.  719 

Securities,  shortrdated  bonds  approved     p.  719-20 

Subsidiary  branch  in  India  (silver),  no  objection 

to,  but  more  logical  to  hold  resei-ve  only  in  gold 

p.  720 

There  should  be  such  a  special  reserve     p.  719-20 

Grants,  criticism  of  system  .  p.  717 

Hoards  of  gold,  no  large  extent  of  -         -  p.  719 

Lending  by  Government  in  India  : 

Advocated  -  -p.  718 

to    Banks    other    thaji   Presidency   at    rate    not 

exceeding  6  per  cent,  if  Bank  rate  over  6  per 

cent,  and  the  Presidency  Banks  have  not  taken 

loans  at  rate  ofEered  by  Government,  suggestion 

p.  718-9 
Nature  of  securities  -        -  .p.  719 

Notes ; 

Increasing  popularity  -         -         -         -p.  72O 

not  Readily  accepted  in  remote  villages  p.  719 

Papeb  Cueeenct  Reserve : 

Location  of  gol^  in  London,  not  favoured      p.  720 

Seciuities,  future  investments  in  sterling  secui-ities 

advocated  -         .         .         .p.  720 

Presidency  Banks  : 

Borrowit^  in  London  should  be  allowed  -  p.  719 
Loans  to  : 

at  1  per  cent,  to  1^  per  cent,  below  Bank  rate, 

advocated            -                          .  p.  718 

Reason  for  Banks  not  taking           -  .  p.  7I8 

on  Short-term  bills,  suggestion        -  .  p.  719 

Reserve  Treasuries,  criticism  of  system  -  -  p.  718 

RlTPEBS,   coinage  : 

Arbitrary  restriction  impossible  .  p.  720 

Profits,  diversion  to  railway  pui-poses,  1907,  not 

approved        ...  -        -  p.  720 

Silver,  purchases  must  be  made  in  sufficient  time' to 

prevent  speculation,  &c.  .         .         .  p_  720 

'  The    Times     of    India,"    extracts    from    "  Indian 

Currency  and  Finance  "  published  by  Webb    -  p.  567 


TOOMET,  J.  A.,  and  T.  ERASER      .      2562-3038, 

p.  536-42 

Agriculture,  state  bank  would  not  cater  for  culti- 
vators now  dependent  on  money  lenders,  and 
encouragement  of  co-operative  credit  _  system 
advocated  -  -         -  2621,  p.  537 

Approved  borrowers'  list,  enlargement  so  as  to  include 
some  foreign  banks,  suggestion  -         .  2800-1 

Balances,  location  and  management,  no  objection  to 
methods  -  2565,  p.  536 

Bank  I'ate  in  India,  few  complaints         -  2854-7 

Banks  in  India,  deposits,  increase,  and  question  in 
case  of  banking  crisis  -      2872-912 

Central  oe  State  Bank: 

Amalgamation  of  presidency  banks,  difficulties 

2621-2,  2623-7 

Area,  difficulty  .         -         -  2624 

Argument  for,  as  means  of  lowering  bank  i-ate,  not 

considered  important      -         -  2847-57,  2922-3 

Discounting  of  hundis  by,  would  be  risky         2969 

Exchange  business,  impi-acticability  and  objection 

to,  would  drive  existing  exchange  banks  off  the 

field  2621-2,  2680-7 

Management  of  ciu-rency  by,  impracticability 

2621-2,  2628-31,  2688-9 

Objections    to,    and    banking     monopoly    would 

result  2621,  2623,  2679-89,  2809-31  2921, 

p.  537-8 

Questions  as  to  advantage  of,  in  case  of  banking 

crisis  ...  .      2872-912 

Question  of,  from  point  of  view  of  larger  sums 

being  placed  with  for  lending  purposes  2832-46 

Relations  of  exchange  banks  with,  question  of 

2916-20 

Co-operative  Ceedit  System  : 

Encouragement  advocated .        -  2621,  p.  537 

might  Have  some  result  in  getting  money  out  of 

hoards  ....     2974 

Council  Bills  and  Teansfees: 

Market  rate  for,  not  undercut  by  Secretary  of  State 

2826-7 
Sale: 

below  Is.  4d.  desirable  sometimes    -         .     2958 
Sufficient  gold  goes  to  India  2682-3 

System  approved  and  no  change  desired  .    2566, 

2659-67,  p.  536 

Oun-ency,    statistics    showing    extent    of     use     of 

difEerent  forms    of,   in   various   branches   of  the 

National  Bank  of  India  .  2760-82,  2993-7 

Exchange : 

Crisis  of  1907-8,  criticism  of  Government's  delay 
in  using  reserves     .         -  ,  .     2940 

Gold  would  probably  not  help  in  supporting 

T,  X  ..  2619-20 

llate,  question   as  to  connection  of   demand  for 

Council  bUls  with  price  ofEered        .        2628-47 

Undertaking  by  Secretary  of  State  to  protect, 

advocated,  but  Secretary  of  State  practicaUy 

bound  now  .  .       2759,2936-42 

Exchange  Banks: 

in   Case   of  banking   crisis   in  India   would  take 
telegraphic  transfers  or  ship  sovereigns  to  India 

2883—90 
Competition  with  Presidency  Banks   to  certain 
extent  .  .     2654-8,  2970-2 

Deputation  to   Government   of  India  by  Indian 
officers  of,  December  1899,  repudiation  of  con- 
nection with  .  .        .        2648-53 
Export  of  gold  from  India  .        -     2706-8,  203ft-7 
Exports  of  uncoined  gold  to  India      -        '  2697-8 
Indian  deposits,  increase     -        -        .  2860-7 
Presidency  Banks  borrrowed  fi-om  only  to  small 
extent  in  recent  years              .        .  2914-5 
Publication  of  accounts : 

Distinguishing  Indian  deposits  and  cash  from 

outside  Indian,  no  objection  to  if  all  other 

banks  agreed  .        .        .  2924-7 

Distinguishing    between    fixed    deposits    and 

desposits  on  current  account,  no  objection  to. 

11  all  other  banks  agreed      .        .       2928-33 

Publication  of  average  balance  sheets  of  Indian 

biismess,  question  of        .         .        .  29.*?4-S 

Sums  kept  on  deposit  with  Presidency  Banks 

2875-7,  2913 
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TOOMET,  J.  A.,  and  T.  FRASEBr-crnitmued. 
Gold: 

small  Amount  wanted  in  Presidency  towns  and 
large  perqpntage  wanted  at  up   countiy  places 

2766,  2771 

Capacity  of  India  for  absorbing,  remarkable     2721 

no  DifiS.culty  in  obtaining  at  present,  but  obligation 

to  supply  by  Government  not  advisable  -     2803 

Gold  bars,  sale  of,  by  dealers  to  people  for  ornaments 

3011-2 
Gold  Mint  in  India: 

Gold  imported  from  abroad  would  not  go  to,  for 

coinage  in  normal  times,  import  of  sovereigns 

cheaper  -         -        -         -  2699-709 

Gold  would  not  be  attracted  from  boards     2614-8 

3010-4 

Local  gold  from  mines  would  be  only  source  in 

ordinary  way  ....  3008-9 

not  Necessary  at  present,  but  if  opened  in  future 

sovereigns  should  be  coined  2602-8,  p.  538 

Taking  of  bulUon  to,  for  coinage  would  not  be 

eheaper  than  import  of  sovereigns   as  general 

i-ule        -        -         -        -  2998-3014,  3038 

Gold  Standaed  Reserve  : 
Form: 
Gold : 
Amount,  experience  of  1907-8  not  sufficient 
as  measure  of  possible  liabilities      2587-90, 

3027-35 
Fixing  of  limit  not  suggested  at  present 

2956-7 
Holding  of  all  reserve  ia,  not  objected  to, 
if  real  desire  for,  but  would  be  too  expen- 
sive and  waste  of  interest  2716-43 
Larger  proportion  should  be  kept  in  2584-94, 

p.  536 
Question  of  amoimt  -  2711-2,  2783-96, 

2986-96 

Gold  or  gold  securities  advocated     2584,  p.  536 

Securities,    short    term    advocated    as    far    as 

possible  -         -         -  2584,  p.  536 

Silver,  objection  to    2584,  2595,  2599,  3015-26, 

p.  536 
Location  in  London : 

Advantages  -  -        -        2979-85 

Criticism  of,  as  in  interests  of  London  money 

market,  entirely  wrong  -         -     2985 

of  Whole  amount  advocated    -        2584,  2596-8, 

2755-8,  p.  536 
all  Profits  on  coinage  should  be  credited  to    2584, 

p.  536 
Hoarding  : 

by  Agricultural  classes       -         -        -        2949-50 

Difference   between    rupees    and   sovereigns  not 

realised  by  some  of  poorer  type  -     2950 

of  Gold,  increasing     -  -         2615-6,  2950 

.  Natives  gradually  investing  more  in  secui-ities 

2948-9 

no  Suggestion  as  to  means  of  getting  moneyout 

of  hoards,  but  co-operative  credit  system  might 

h.ive  some  effect       ...         -        2973-6 

Indian  money  market,  question  of  connection  with 

London  money  market        -         -         -        2959-62 

Joint  Stock  Banks  in  India: 

Deposits,  increase  and  question  as  to  adequacy  of 

cash  balances  ...         -        2868-71 

no  Sums  on  deposit  with  Pi-esidency  banks,  to  any 

impoi-tant  extent  -         -  2872-4 

Lending  by  Gotbenmbnt  in  India: 

Amount  would  be  limited,  and  difficulty  of  security, 

2932-4 
Demand  would  not  be  great  -  2845-6,  2991 
to  Exchange  banks,  not  desired  2944-7 

not  very  much  Importance  attached  to        -     2992 
to  Presidency  Banks : 

Banks  could  provide  sufficient  secui-ity  to  meet 

all  they  would  require  to  bowow  -  2843-5 

Only,  advocated      -  2797-9,  2943-7,  2991 

Short  periods  in  busy  season  for  purposes  of 

trade  and  at  lower  than  bank  rate,  advocated, 

demand  would  not  be  great        2567-83 .  2621 

2950-4,  p.  5o7 
Question  of  effect  on  Indian  bank  i-ate        2847-53 


TOOMEY,  J.  A.,  and  T.  FRASBU— continued. 

London  money  market,  question  of  connection  with 
Indian  trade       -  ...  2744-9 

National  Bank  of  India,  Ltd.,  receipts  and  disburse- 
ments, statistics  -  2760-9,  2993-7,  p.  541-2 

Notes : 

Encouragement,  advocated,  and  Government  more 
efficient  than  State  Bank         -        -  2963-9 

Increasing  issue  2621,  2779,  2966,  p.  538 

Preferred  -  ....  2603-4 

Paper  currency  resei-ve,  location   of   proportion  in 

London  in  gold  advocated  -   2600,  2668-74,  p.  536 

Peesidbnct  Banks,  enlargement  or  Powers  : 
History  of  discussion,  &c.,  re       2621,  2678,  p.  537 
to  Permit  dealing  in  sterling  exchange,  opposition 

to  -  -         2621,  2623,  p.  537 

Refusal  of  permission  to,  to  boiTow  in  London, 

speech  of  Mr,  E.  N.  Baker,  C.S.I.,  re,  in  1907 

p.  538-40 
Relations  of  Joint  Stock  and  exchange  banks  with, 

and   question   as   to   strength    of    position    as 

banker's  banks        -         -  2872-82,  2891,'2913-6 

Railways  : 

Offer  of  loan  to,  by  exchange  banks  and  refusal 

2964 

Private  enterprise,  enooxu-agement  by  Government 

advocated       -  ...  2962-4 

Rupees,  trade  often  short  of  -         -  2772-5 

Sovereigns : 

Difficulty  of  obtaining   rupees   for,  from   Comp- 

troUer  General,  cases  of  -        -       2608-12,  2802 
should  be  Given  for  notes  or  rupees   in  normal 

times  and  when  gold  available,  but  no  obligation 

advocated      -  -  2600-1,  2675-7,  p.  563 

People  can  obtain  freely  when  wanted  2603, 2606-7 
Taken  freely  in  certain  up-country  districts,  and 

not  considered  an  inconvenience      -         -     2608 
Trade,  balance  generally  in  favour  of  India     2805-8 

Trade: 

see  also  Private  Ti-ade. 

Assistance  by  Government,   extract  from  financial 

statement,  1889-90,  Abrahams  -  -  -  p.  48 
Balance  in  favour  of  India,  Toomey,  2805-8  4  Barrow, 

3111-3 ;  Webb,  5266,  5271. 
between   British  India   and   the   United  Kingdom, 

1889  to  1908,  Newmareh  -  ■  •  -  p.  290 
China,  statistics,  1888-89  to  1907-8,  Newmareh 

1431,  p.  289 
between  China  and  the  United  Kingdom,  1888  to 

1908,  Newmareh  ■  -  p.  291 

Development,  Balal  -  -  p.  670 

Development  of  credit  and  of  imports,  1890-1911, 

Pandya      -  "  "  P-  658 

no  great  Difficulty  in  financing,  McBobert      -     4267 
Export,  extension  desirable,  Howard      -         •  p.  582 

EXPOETS  : 

Extension  desirable,  Howard      -         -         ■  p,  582 

Excess  over  imports  from  1898-9  to  1912-3, 
Dalai     -  -        -  -  p.  671 

Value  and  volume,  1883-1903,  JVeM)6«.  -  9622 
Exports  and  imports,  January-October  1912,  1913, 

Newmareh  -  -        -         -   p.  760,  761 

PORBIGN  : 

Balance    of    India's    foreign    trade,    1883-4    to 
1912-13,  Newmareh        -        -        -        p.  234-6 
on  Private  account  1896-1908  -         -  p.  181 

Imports  and  exports,  1908-9  and  1911-2,  Ghmdlal 

p.  763 
Improvement  in  Indian  trade  not  equal  to  that  of 
other  nations  owing  to  closure  of  mints,  Frewen 

9520,  9622,  (p.  34) 
between  India  and  Persia,  1888-9  to  1907-8,  New- 
march  -  "        •  P-  292 
between  India  and  other  coimtries  (excluding  India 
and  Persia),"  1888-9  to  1907-8,  Newmareh  -  p.  293 
Lending    by    Government     for    assistance    of,    see 

Lending  by  Government. 
Manufactured  goods,  decrease  in  imports  and  in- 
crease in  exports,  1879, 1882, 1907-8,  Howard 

p.  683 
Methods  of  assisting,  in  times  of  stringency,  Hunter 

6899^-911 
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ROYAL   COMMISSION   ON   INDIAN   FINANCE  AND   CURRENCY; 


Trade — continued. 

Note  on  some  features  in  Indian  trade  a,nd  currency 
figures  for  the  first  10  months  of  1913,  Newmarch 

p.  759-62 
Sea-borne,  total,  1874-5,  1893-4,  1912-3,  Boss 

p.  543 

Value  of  imports  (excluding  Govemment  Stores  and 

Treasure)  1896-1901  -         -  -        -  p.  431 

Value  of  merchandise  exported  during  1897-1900 

with  Bengal  bank's  maximum  rate  of  interest  and 

i-ate  of  Council  bills  -  -        -  P-  430 

Transfers  between  Presidency  towns  and  up-country, 

btisiness  would  be  better  run  by  bank  officials  than 

by  Govemment  officers,  Barrow  3310-2 

Treasuries : 
Balances  in  .- 

1888-90     -  -        -        -    p.  52 

Large  amount,  early  in  1913,  and  question  of  reason, 

Abrahams        -         -  ...  280-8 

toQ  Large,  Webb  -         -  5313-5 

Placing   of,  at  disposal  of  trade   through  banks 

(preferably      Presidency      Banks)      suggested, 

Chunilal  -  p.  765,  p.  769 

Daily  cash  receipts  and  disbiu-sements  (Westland), 

Abrahams  -  -----     p.  42 

Distribution  of,  Gauntlett  p.  729,  p.  731 

DiSTEICT  : 

Balances  in,   policy  re,  and  tendency  to  increase 
balances  carefully  watched,  Meston        -  9060-2, 

9481-2 

Currency  chests  at  all  surplus  treasuries,  and  most 

deficit  treasuries,  Bhupendra  Nath  Mitra     4724 

Encashment  of  notes  at,  possible,  Meston     9282-5 

Encashment  of  notes  possible  at,  if  coin  sufficient, 

but  not  possible  at  sub-treasuries,  and  question 

of,  Bhupendra  Nath  Mitra  4741-9 

Holding  of  balances  in,  policy  re,  and  statistics, 

Abrahams  -  33,  p.  1-2 

System,  Meston  -  -  9060 

Transactions,  1912-3,  Gauntlett-        p.  731,  p.  732 

Transfer  of  balances  to  banks,  no  economy  at  fii-st 

owing  to  guarantee,  Meston  9063—4 

Gold  held  in,  1901-2  to  1912-3,  Abrahams     -     p.  85 

Minimum  balance  necessaiy  for  working  (Westland), 

Abrahams  -  -  "  P-  42—4 

no  Official  reports  showing  actual  daily  and  weekly 

transactions,  Bhupev,d/ra  Nath  Mitra  4444 

Reserve  Treasuries,  see  that  title. 

Statement  showing  average  vohime  of  transactions, 

Gauntlett  -  p.  734 

Statistics  of  balances  held  in,  and  of  transactions, 

1886-7  and  1887-8  (Westland),  Abrahams       p.  45 

Stjb: 
no  Currency  chests   as   a  rule,  Bhv/pendra  Nath 

Mitra -     4725 

Economically  worked,  Dunbar  7979-83 

Encashment  of  notes  at : 

Possible,  Sundara  Iyer  -        -        8987-93 

.  not  Possible,  Bhupendra  Nath  Miira         4741-9 

Possible,    but    more    difficult  than   at    disti-ict 

treasuries,  Meston  -  9282-5 

Extension  of  banking  facilities  in  place  of,  desirable 

if  practicable,  Barrow  -  3296-9 

Little  money  left  in,  as  rule,  as  sums  withdrawn  to 

district  treasuries  when  large,  Bhupendra  Nath 

Mitra  -  -         -     4761 

probably  Necessary,  Barrow        -  3168-74 

Principles  on  which  amount  of  coin  at,  regulated, 

Barrow  -        3223-32 

Total  volume  of  transactions,  1912-3,  by  provinces, 

Gawntlett  -  -  -  p.  733 

Transactions  for  about  a   week   in  each   province, 

Gauntlett  p.  735,  p.  736,  p.  737 

Transfer  of  balances  between  paper  currency  resei-ve 

and,  Bhupendra  Nath  Mitra        -      4321,  4329-32, 

4446-50 
Transfers  between,  Bhupendra  Nath  Mitra      4521-5 
Working  of  system,  Gauntlett       -         -       p.  728-40 
CJnfunded  debt,  see  under  Debt. 


Dnion  of  London  and  Smith's  Bank : 

Capital,  business,  &c.,  Schuster  -        -        - 11,238 
Denial  that  transactions  re  purchase  of  silver  in 
1912  were  made  known  to  officials,  Schuster 

11,078 

U,S.A. : 

Attitude  re  proposed  own  State  bank,  Schuster 

11,018-21 
Demonetisation  of  silver,  1873,  Frewen  -  -  9573 
Monetary  agreement  with,  suggestion,  Frewen 

9573-80,  9583-9 
Offer  by,  1907,  to  open  mints  to  free  coinage  of 

silver,   if   Indian   mints  opened,    and   refusal   by 

Govemment  of  India,  Frewen     -  -     9522 

Sherman  Act,  repeal  a  result  of  closure  of  Indian 

mints,  Frewen  .  -  9519  (p.  31) 

Trade  with  Asia,  effect  of  fall  in  exchange  in  1908, 

Frewen      -        -        -  -         -  9519  (p.  30) 

Upper  India  Chamber  of  Commerce : 

Correspondence  with  Govemment  of  India,  1899, 
re  .  relaxing  restrictions  on  Presidency  Banks, 
Abrahams  -  -    p.  358,  p.  391-3 

Letter  to  Bengal  Chamber  of  Commerce,  1890,  re 
disastrous  effect  of  locking  up  of  balances  in 
i-eserve  treasuries,  Abrahams       -         -       P-  393-4 

Letter  from  Bengal  and  North- Western  Railway 
Company,  Api-il  1890  -        -  p.  394 

Letters,  1904  and  1909,  approving  proposed  increase 
of  invested  portion  of  paper  currency  reserve  and 
suggesting  Indian  sterling  loans,  Newmarch 

p.  265,  p.  283 

Representative,  see  Smith,  Thomas  8432-875 

Walker,     Sir    Edmund,     evidence     before     Canadian 
Committee  re  gold  cun'ency  -  1115-7 

WEBB,  The  Hon.  Montagu  de  P.,  CLE.,  President 
of  Karachi  Chamber  of  Commerce  4956-6311, 

p.  550-70 
Balances : 
Amount : 

10,000,000Z.  foi-merly  5075-8,  6031 

Maximum  of  10,000,000Z.,  3,000,000i.  in  London 

and  7,000,000i.  in  India  advocated      5064-85, 

5096,  5309-12,  5452-6,  6032-5,  p.  553^, 

p.  554,  p.  569 

High: 

Causes    ....  4961-8,  4977-84,  5042 
serious  Drain  on  resources  of  India        p.  550-1, 

p.  554 

Increase  from   31st   March   1907   to  31st  March 

1913  -         -        -  p.  550 

too  Large  and  in  excess   of  those  held  by  any 

British  Government  in  any  part  of  the  world 

p.  550,  p.  554 
in  London : 
Expenditui-e  of,  and  policy  approved      5245-60, 

5648,  5659-63 
High: 

British  prestige  and  influence  in  India  injured 

by  -  -  -         -  P-  564 

Unnecessary,  and  criticism  of  policy         4961, 

5018-22,  5041-8,  p.  550 

Public   confidence   in   official    management    of 

India's  cun-ency  and  finances  weakened 

6223-9,  p.  564 
Statistics,  31st  March  1908  to  31st  March  1912, 

p.  551 
Reduction  would  be  possible  if  Government  stores 
were    purchased    and    paid    for   in   India   and 
proposal  approved  -  .       5295-301 

Reduction  by  reducing  taxation,  budgetting  for 
lai'ge  deficits  and  suspending  borrowing  and 
investing  in  reproductive  works,  advocated 

4969-76,  5048-52,  5581-3,  p.  551 

System    of   borrowing    for    reproductive  capital 

works  instead  of  using,  and  criticism  of     p.  553 

Bank  rate  in  London,  high,  question  of  effect  on 

private  remittances  from  India  -        .      6184-203 

Bombay  Mint,  opening  of,  to  free  coinage  of  gold, 

see  Gold  Mint  in  India  below. 
Budget  year,  change,  advantage  seen     -        5189-93 
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WEBB,  The  Hon.  Montagu  de  P. — eontirmed. 
Oentkal  oe  State  Bank  : 
no  Advantage  seen  in         -         -         5097-9,  5286 
Advantages    not    considered    to     outweigh     dis- 
advantages       6121 

no  Organic  demand  for,  in  India         -        -     5204 

Question  whether  money  would  be  attracted  from 

hoards    5287-8 

Council  Bills  and  Telegraphic  Teansfees  : 
Definition  of  Council  bills  -     5611-20,  p.  569 

Extension    of    system    to    Delhi    and     Karachi, 
advocated       -  -  p.  557,  p.  669 

Sale : 

on  Behalf  of  home  charges,  at  uniform  price  of 
a  shade  below  import  point  (Is.  4f^-sd) 
advocated  -        -  5118-59,5175-87 

Criticism  of  system   5457-82,  5545-50,  p.  554-7 
EfEecb  on  exchange  ...  5641-7 

in  Excess  of  requirements  : 

Interference  of  system  with  foreign  exchanges 

5639-40,  p.  557 

Objection  to         -      5100-15,  5155-9, 5302-4, 

5457-8,  5653-9,  p.  556 

Holding  "back  of,  in  1894  for  certain    rates, 

notification  issued  after,  and  result      5605-10 

not  a  Necessary  factor  of  British  Indian  trade 

p.  564 
1893-8,  mismanagement  of  -  5903-8,  p.  555 
below  Is.  4td.,  1898-9,  criticism  5939-42, 

p.  555-6 
below  Is.  4d.,  objection  to  -  5133,  5909-11 
Is,  4J^d.  should  be  mioimum  price  5261-74, 

p.  555,  p.  556 

Regulation,  policy  advocated  -        -        p.  556-7 

Restriction   to   sums   required   to   meet    home 

charges  and  purchase  of  silver  for  additions 

to  token  coinage  advocated    5201-3,  5649-52, 

5586,  p.  569 
above  and  below  Specie  poiut,  effect  on  trade, 

5593-602 

below  Specie  point,  objection  to        5555,  p.  564 

when  Sum  equivalent  to  home  charges  realised  no 

more  bills  should  be  sold' until  proportion  of 

sovereigns  in  cuirency  exceeded  public 'requii-e- 

ments     -        -  -        -     5160-7.3,  p.  556 

Weekly  auctions  in  London,  approved  while  mints 

were  open  to  free  coinage  of  silver,  but  difference 

now        -         -         -.        -         -     5409-16,  p.  555 

Currencv,  theory  of  evolution  of  different  forms  of 

5860-79 
Deposits  with  Banks  in  London: 

List  of  banks  and  amounts  deposited  1912    p.  552 
Principle  objected  to  -        -        -     5058-60,  p.  552 

Exchange : 

Crisis  of  1907-8,  action  of  Government  in  refusing 

to  issue  sovereigns  criticised  -  _      6762,  5912-6 

Hampering  of  movements  of  capital  to  and  from 

India  owing  to  activities  of  Secretary  of  State 

in  Exchanee.and  comparison  with  other  countries 

^  5416-28 

People  afraid  to  invest  in  India  owing  to  doubt  as 

to  stability  of 6109 

Value  of  gold  in  circulation        6713-26,  5749-61, 
^  5759-68,6127-40,5909-17 

in  Bars  might,  in  some  circumstances,  if  containing 

a  larger  percentage  of  alloy  than  a  sovereign,  be 

imported  cheaper  than  sovereigns  -  5931-8 

Earmarked  for  India,  unearmarked  and  used  on 

gome  occasions  for  other  purposes  at  discretion 

^^■^^ecretary  of  State  without  reference  to  India 

6064—73 

Gold  Ctjeeenct: 

Attitude  of  Government  re  -    p.  557,  p.  5bd-4 

if  Circulating  freely  people  will  not  be  reluctant 

Essential  to  proper  cun-en^  system  -         -     5708 
with   EstabUshment  of  effective,   gold  steidard 

reserve  will  be  unnecessary    -        odOS,  O'Of-p. 

"^^'"5802-10,  5835-8,  5874,  6039,  6127-40 


WEBB,  The  Hon.  Montagu  db  P. — coniinued. 
Gold  Cueeenct — continued. 
Increase : 

and  Decrease  in  notes  and  silver  would  result 
in  decrease  of  gold  in  paper  currency  reserve 

6204-22,  6296-8 

Increase  of  gold  in  circulation  and  in  paper 

currency  reserve  anticipated  6300-1 

Rupees  not  likely  to  fall  to  a  discount,  and  no 

steps    should   be   taken   by  Government   to 

prevent       -         -        -  5821-2,  6839-40 

Rupees  would  be  supplanted  to  certain  extent 

only    ....    5788-801,  6299,  6304 

Involving  obligation  to  give  gold  for  rupees  not 
intended         ....      5979-86,  5993 

Limit  on  amoimt  of  rupees  that  are  legal  tender 
wiU  be  possible  in  future         -        -    5997-6000 
Question  as  to  existence  in  other  countries  5972-8 
Reason  for  change  of   opinion  regarding   desira- 
bility of,  during  last  15  or  20  years     6306,  6311 
Recommendations  of  Indian  CuTTency  Committee 
re,  and  carrying  out  of,  advocated  -       5316-22, 
5970-1,  p.  555,  p.  556,  p.  567-9 
Recommendations  of  Professor  Dunning  McLeod 

5970-1,  p.  555,  p.  556 
Smaller  coin  not  advocated  to  start  with,  but  might 
be  coined  if  found  desirable  by  experience 

5987-92 
possible  Tendency  to  hoard,  in  case  of  crisis 

5812-26 

Use  of,  marks  superior  stage  in  civilisation  to  use  of 

silver      -        -  -  6307-8 

Gold   Currency  (Standard)  Reserve,  abolition  when 

sovereigns      everywhere      in      circulation,      and 

■30,000,000?.  in  gold  held  in  paper  currency  reserve 

advocated  -         -         -  ...  p.  569 

Gold  Mint  in  India  : 

Advantages  to  be  derived  -        -        5706-31 

History  of  discussion, re,  -         -  p.  657 

Money  would  be  attracted  from  hoards  in  times  of 

danger  and  emergency    -         -         .  5700-1 

Opening  of  Bombay  Mint  to  free  coinage  of  gold, 

advocated   5690-8,  5702-3,  p.  657,  p.  568,  p.  568 

Produce  of  Indian  mines  would  be  tendered  for 

coining  ....  5694-9 

no  Seignorage  should  be  charged         •  5703-6 

Sovereigns,  or  coin  identical  with,  in  size,  wSight 
and  fineness  should  be  coined  -       p.  567,  p.  568 
Gold  reserve,  suflScient  already  to  allow  of  Govern- 
ment discharging  its  obligations  in  gold,  without 
taking  from  gold  needed  to  maintain  exchange 

6740-3 
Gold  Standaed  Reseeve  : 

Amalgamation    with    Paper    Currency    Reserve, 

question  as  to  possibility  6104-7,  6125-6 

Amount,  20  to  25  millions  desii-able    -       6039-40, 

6155-6,  6249-52 

Criticism  of  system  as  -wasteful  -     5827-38,  p.  558 

Departures     from     recommendations    of     Indian 

CmTency  Committee       -  -     p.  559-60 

Diversion  of  profits  on  coinage  from,  complained 

of  -----        -  -  p.  559 

Form : 

Bulk  should  be  in  gold  in  India       -      p.  560-1, 

p.  668,  p.  569 

Criticism 6170-7 

Grold,   amount    too    small,   and  whole   amount 
preferred  in  gold  -  6041-5,  6289-94 

Securities : 

Contrary    to  •  recommendations     of     Tndia.Ti 

Currency  Committee        -  -  p.  561 

probable  Difficalty  of  realising    -  6234 

if    Loss    involved    by  sale,   gold  should  be 

shipped  from  India,  but  if  profit  possible 

securities  should  be  sold  first  -        6277-81 

Objected  to         -        -        -       p.  559,  p.  560 

7,000,000Z.  should  be  maximum    p.  560,  p.  569 

Silver,  objected  to  -       6104,  p.  559,  p.  660 

Intermingling    of,   with  paper  currency  resei-ve, 

and  Treasuiy  balances  at  option  of  India  Office 

complained  of p.  659 

Location : 

of  Grold  in  London,  objected  to        -        -  p.  560 
in  India,  advocated     6044-6,  6052-63,  6179-83, 

6230-3 
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WEBB,  The  Hon.  Montagu  de  P. — continued. 
Gold  Standard  Ressbte — continued. 
Location — continued. 

in  London,  appropriation  for  needs  of  State 
feared  in  state  of  crisis  or  panic  -         6057-8, 
6064-73,  6230-3,  6388 
Object  of,  to  provide  gold  in  India  if  required 

6047-51,  6199-203 

Statutory  regulations,  desirable  -        -  6122-4 

Subsidiary  branch  in   India   (silver),   transfer  to 

paper  currency  reserve   in   exchange   for  gold, 

advocated  ^    -        -        -        -    6269-76,  p.  560 

Title  of  gold  reserve  prefewed  -     6038 

Government  of  India,   greater  freedom  of    action 

should  be  allowed  to,  in  matters  of  local  concern 

p.  570 

Hoarding  of  Gold: 

Cash  wotdd  come  out  of  hoards  in  times  of  famine 

6282-5 

Explanation  of  nature  of,  and  reason  and  decrease 

anticipated  as  education  advances  and  railways 

constructed        ....         5786,  6306-7 

Indla  Office: 

Finance  Committee : 

Constitution,  suggestions  6112-20,  6253-6, 

p.  569 

every  Indian  Finance  Minister  retiring  to  be  on, 

in  turn,  would  be  advantageous        .     6253-4 

Presence  of  two  London  bankers  and  absence  of 

Indian  or  Anglo-Indian  banker  or  experienced 

European    official     of     Indian     Government 

criticised        -        .        -.        -    p.  568,  p.  570 

Financial  Department  and  Financial  Committee, 

criticism  of        .        -        .        .  6113—5,  p.  568 

Financial  organisation  and  procedure,  criticism 

p.  564-8 

Interest,  rates  of,  higher  than  in  any  other  part  of 

the  Empire         .         -    ^    -         -         -         5347-55 

Lending  by  GovEENMEifT  in  London  : 

Borrowers  practically  given  permanent  loans   at 
rates  payable  for  short  term  loans  5447-51, 

p.  552-3 
Borrowings  and  repayments,  since  1908^  p.  552 
Criticism  of  system  .        .      p.  551-3 

Jnterest,  low  rate  of  .  4985-7,  p.  552 

List  of  firms  and  amounts  lent,  1912  p.  551-2 

Securities,  India  sterling  bills  as,  case  of       p.  553 
for  Short  periods,  and  longer  periods  advocated 

4988-90,  5197-8 

Lending  by  Government  in  India  : 

Advocated    4992-5001,  5008-10,  5053-7,  5371-80, 

6093,  p.  554,  p.  569 
Criticism  -  -        -  p.  565 

Demand,  question  as  to  possible  extent       5014-6, 

5057 

no    Difficulty  anticipated,  and    money  available 

would  be  limited  if  balances  reduced       -    5199, 

5289-96 

to  Firms,  should  be  possible       .        -  5281-3 

Objection  that  trade  would  count  on,  not  agreed 

with  -  -  -     5017 

Purposes 5284-5 

Question  as  to  possible  amount  5359-80 

Securities : 
Nature  of,  suggestions   .        .      5011-3,  5292-4 
shoidd    be  Required   from    private  borrowers ; 
from  banks  should  be  dependent  on  circum- 
stances       -  ...  5002-7 
by  Tender  approved  .                 -                  .     5200 

Loans,  issttb  by  Government  in  India: 

Increase,  possibility  of        -        -  5275-80,  6161-9 
Issue  of  short  term  bearer  bonds  would  be  useful 

5292-4 
More  could  have  been  raised  if  price  better 

6165-9 

Loans,  issue  by  Government  in  London  : 
should  be  Avoided  as  far  as  possible  .  p.  568 

BoiTowing  of  3,000,000i.  in  London,  1912,  criticism 

5381-8,  p.  553 

Criticism   ....  ■       P-  565-6 

Statistics,  1910-12,  and  comparison  with  balances 

in  hand  and  criticism  of  policy     5023-40,  p  553 


WEBB,  The  Hon.  Montagu  de  P.~c 
Mints,  re-opening  of,  to  free  coinage  of  silver  not 
desired       -        -  ....     5415 

Montagu,  Sir  Samuel,  quoted  re  gold  cuirency 

p.  S58-9 
Notes  : 

Advantages  of 5853-5 

not  Advocated  as   main  currency  for  India    in 
present  state  of  development   .  5860,  5880 

6309-10 

not  a  Cheaper  and  better  fontn  of  currency  than 

gold        .        .  .  ~  5730-1 

Gold  not  a  rival  to,  generally     .        -        5855-60 

Issues  might  be  made  to  considerable  extent  in 

times    of     national    emergency    without    any 

security  but  credit  of  Government         5064—71, 

5205-16,  5389-92 
System       -        -  -         -  P-  561 

System  approved  -         .        .  6074-5 

Paper  Currency  Reserve  : 
Fiduciary  portion : 

Lendii^  out  of,  in  busy  times,  to  Presidency 
Banks,  would  be  approved     6092-3,  6141-54, 

.  6242-8,6286-7 

Proportion  of  whole  issue  instead  of  fixed  amount 

desirable    -  -  -  6085-91 

Securities  should  be  invested  in  rupee  securities, 

not  sterling  -         -         -  6235-41 

Holding  of  gold  on  behalf  of  reserve  in  London, 

objection  to .         .        -  6076-84,  6094-5 

Investment,  suggestions   -         .        .  p.  563 

Location  of  reserve : 

in  India,  advocated,  and  reasons     .      6096-103, 

p.  563,  p.  569 
in  London  : 

Objection  to,  and  criticism  of  arguments  in 
favour  of  -  .  p.  561-3 

with  Yiew  to  supporting  exchange,  criticism 

p.  563 
Presidency   Banks,    Government   balances,   increase 
advocated  -  -  5086-91,  p.  554 

Public  debt  of  India,  amount  of    -         -       5395-401 
Quoted,  Boss         -  -  3621,  p.  543-4 

Railways,  expenditure  on  capital  works  insufficient 

5664-73,  p.  553 
Rate  of  exchange,  making  of,  by  Secretary  of  State, 
and  competitors  undersold  5627-38 

Reserve  treasuries,  trade  handicapped  by  system  of 

5092-5,  p.  554 
Revenue,  surplus  : 

Question  as  to  reasonable  amount  .     5326 

Sources      -        .  .        5217-36 

Statistics,  31st  March  1910  to  31st  March  1913 

p.  550 

should  be  Utilised  in  India,  on  reproductive  works, 

instead  of  being  transmitted  to  London  5061-3, 

p.  553 
Rupees  : 
Coinage : 
Effect  of  redundancy  of  cun-ency  on  prices 

5429-46,  5883-90 
Profit: 

should  be  Kept  apart  in  gold  carried  to  special 

gold  reserve     ...  .p.  568 

Temptation  to  issue  token  coinage  excessively 

with  view  to,  must  be  avoided  -        -     6160 

no  Fresh  rupees  should  be  coined  beyond  those 

required  to  replace  wear  and  tear  till  gold  in 

circulation  in  excess  of  requirements  of  public 

5732-43,  p.  568 

Issue  of,  in  exchange  for  sovereigns,  istgsi^^ncy 

of  rupees  on  occasions     -        .        .  5570-7 

Obtainable  in  large  quantities  only  by  purchase  of 

Council  Bills  ....  5570-80 

no  Redundancy  at  present  -         .        5919-30 

Silver,  purchase  of  : 

Criticism  of  proceedings     -        .        .        .p.  565 
Payment  by  Council  Bills : 

Drafts  sold  at  below  specie  point  to  finance 

p.  562 

Objection  to,  1912 5587 

Satisfactory  on  some  occasions         .        .     5587 

Total  currency  increased  by    -        -        6588-92 

Regular  purchases  advocated     •    6012-30,  p.  562 
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WEBB,  The  Hon.  Montagi}  db  V.— continued. 
Soveifeigns,  number  in  circulation  -         -       .5769-75 
Taxation,  India  heavily  taxed  from  point  of  view  of 
individual  incomes,  but  lightly  from  point  of  view 
of  size  of  country  -         .        .        5330-46 

Trade,  balance  in  favour  of  India   -         -   5266,  5271 
Treasuries,  balances  in,  too  large   -        -  5313-5 

Westland,  Sir  James,  K.C.S.I.: 

Minute,  1898-9,  quoted,  Newmarch        -  1331 

Notes  on  the  management  of  Government  balances, 
Abrahams      -        -  p.  42-7,  p.  63-7 

Proceedings  of  interview  11th  January  1899  between 
deputation  from  Bengal  Chamber  of  Commerce 
and,  re  management  of  Government  balances, 
Abralutms      -         -  ...    p.  68-62 

WILSON,  Sir  Gut  D.  A.  FLEETWOOD,  G.C.LE., 
K.C.B.,  K:.C.M.G.       -         -  11,425-11,493 

Budget  tear  : 

Change  to  January  to  December  year  advocated 

11,465 
Inconvenience  of  present  year   -        .        -  11,465 

Cbntkal  Bank  : 
no  Advantage  would   be  derived,  and  position  of 
Finance  Minister  would  be  nearly  unt^nable  with 

11,439 
Area  difficulty  -         -  -        -  11,439 

Headquarters,  Delhi  the  only  possible  place  11,439 
Impossibility  of  -         -         -  -  11,439 

wovild  be  Out  of  touch  with  work  of  Indian  Finance 
Department  and  London  markets  -  11,439 

Council  bills  : 

Sale  in  excess   of  requirements  should   be  kept 

within    moderate    limits,   but  no  definite   rule 

advocated        ■         -  11,466 

System  popular  in  Calcutta  -         - 11,466 

.  Finance  Department  in  India,  Secretary,  position  of 

11452-4 
Finance  Ministbe  in  India  : 

Difficulty   of  position   owing    to   being   debarred 

from   demi-official    communication   with    India 

Office  and  suggested  improvement       11,449-56, 

11,464,  11,467-72, 11,474-93 

Position  as  regards  issiie  of  loans  in  England,  &c. 

11,459-64 


WILSON,  Sir  Gut  D.  A.  FLEETWOOD,  G.O.I,B., 
K.C.B.,  K.GM.Gr.—c(mtinued. 

Financial  Administration  in  India,  growth  of  criti- 
cism in  India  and  importance  of  -         - 11,458 

Gold  Mint: 

Amount  of  coining  would  be  small  11,425 

Bullion,  gold  ornaments,  &c.  would  be  attracted 

from  hoards  under  certain  conditions      -  11,425 

Coinage  of  Indian  sovereign  or  10-rupee  piece, 

question  of        11,426,  11,426,  11,428-30,  11,473 

strong  Desire  for,  among  Indians       -        11,425-6 

Representative  of  English  Mint  might  be  present 

at  tests,  but  no  further  control  desirable  11,426, 

11,431-4 

10  Rupee  piece  would  not  compete  with  10  rupee 

note,  but  rather  sti-engthen    -  -  11,430 

Hoards,  nature  of  -        -  11,425 

India  Office  : 

Finance  Department,  relations  with  Finance  branch 
in  India,  change  necessary,  and  suggestion 

11,439, 11,447-56, 11,467-72, 11,474-93 

Secretary   of   State's    Council,   Finance   Member, 

suggestions  re        - 11,449,  11,468-70,  11,489-93 

Loans,  issue  of,  bt  Government  in  India  : 

Increase  of,  and  decrease  of  bon-owing  in  England 

preferable      -         -         -  11,438 

personal  Policy  re      -         -  11,438 

Possibility  of  increasing  -        11,436-8 

Mint,  satisfactory  work  done  by  -        11,426-7 

Notes : 

Forgery,  possibility  of,  and  improvement  of  notes 

desirable  -  11,446 

Gold  should  be  given  for,  when  convenient  11,444-6 

Popularity  of,  with  Indians  11,440 

Universalisation : 

of    Higher    denominations    up   to    500   rupees 
.  desired  -         -         -        11,440-6 

Proceedings  with  regard  to,  up  to  present  date 

11,440 

Wilson,  James,  speech  introducing  Bill  for  estabKsh- 
ment  of  paper  currency  in  India,  3rd  March  1860, 
Newmarch         .        -        .        - 1639-44,  p.  294-309 
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Urban  Water-Supplies. 

Water  Analysis. 

[Cd.  6777]  of  Session  1913. 


REVIEW    OF 

Climatic  Conditions. 
General  Summary  of  Trade. 
Trade  according  to  Continents 

and  Countries. 
Imports. 
Exports. 
Customs  Revenue. 

[Cd.  6960]  of  Session  1913 


Visit  to  Guindy. 
Cholera. 
Hygiene. 

Fevers  and  Infectious  Diseases. 
Sewage  and  Refuse  Disposal. 
Visit  to  Conjeeveram. 
Problems  connected  with   the 
,       Milk  Supply. 
Price  Is.  Sd.,  post  free  Is.  6d. 

EAST    INDIA    (TRADE). 

THE    TRADE    OF    INDIA 
Gold    and    Silver    Coin    and 

Bullion. 
Balance  of  Trade,  and  Council 

Bills. 
Bank  Rates  and  Exchange. 
Shipj)ing. 
Freights. 

Price  Is.  Id.,  post  free  Is.  4d. 


Vital  Statistics.  ,      , 
Education  and  Hygiene. 
Rural  Sanitation. 
Adulteration     of    Food    and 

Drugs. 
Rural  Water-Supplies. 
Resolutions  and  Conclusion. 


IN    1912-13. 

Frontier  Trade. 

Coasting  Trade. 

Railway  Goods  Traffic. 

Prices. 

Analytical  Statement. 

Map  of  India. 


EAST    INDIA    (DELHI). 
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FwAL  Report. 
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